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FOREWORD 

Volume IV of the 1981 Annual Conference Proceedings represents another milestone in the 
growth and progress of the Academy of Marketing Science. This Conference, THE 1980's: A 
DECADE OF MARKETING CHALLENGE, presents the academicians and marketers a challenge 
and an opportunity to explore the future of marketing science. 

A total of 154 papers were received by chairpersons representing 12 tracks. These papers 
were read by a large and diversified group of reviewers in the usual double-blind refereeing 
process. The review process resulted in the inclusion of 103 papers in the 1981 Proceedings, 
Volume IV. 

This volume of the Conference Proceedings Includes 13 operative tracks. They are: (1) 
Channels of Dls.tributlon; (2) Consumer Behavior; (3) Industrial Marketing; (4) International Mar
keting; (5) Marketing Education; (6) Marketing Management; (7) Marketing Research; (8) Non
profit and Health Services Marketing; (9) Promotions; (10) Public Policy; (11) Quantitative Mar
keting; (12) Research-In-Progress; and (13) Miscellaneous. The track on Non-profit and Health 
Services Markesting is new to the Academy of Marketing Science Proceedings. This track is 
especially relevant and timely as we enter the decade of the 1980's In light of the need for 
better, efficient, and less expensive health services. 

We wish to thank the authors of the papers for following the guidelines In preparing the 
manuscript for publication. ln addition, we would like to thank Drs. Dub Ashton, Harold W. 
Berkman, Jane K. Fenyo, and Robin T. Peterson; Mrs. Kirsten Bellur; track chairpersons; and re
viewers for their timely assistance and guidance. 

We also wish to express our appreciation to the following individuals for the financial and 
personnel support provided to meet the expenses related to the publication of the Proceedings; 
Dr. Joseph D. Brown, Director, Bureau of Business Research, and Dr. James R. Lowry, Head, 
Department of Marketing, College of Business, Ball State University; Dr. Robert B. Glenn, Pro
vost, and Dr. Robert N. Hanson, Dean, School of Business and Management, Northern Mlch
gan University; Dr. John W. Wagner, Dean, and Dr. Guy R. Banville, Associate Dean, School of 
Business Administration, St. Louis University; Dr. Gary Dicer, Head, Department of Marketing 
and Transportation, and Dr. Warren Neel, Dean, College of Business Administration, University 
of Tennessee, Knoxville; Dr. Gary M. Walton, Dean, School of Business Administration, Uni
versity of Miami; and Dr. Darrell G. Jones, Dean, College of Business, and Dr. Luarel Gretzinger, 
Dean, Graduate College, Western Michigan University. In this context, we also want to thank 
the following Cosponsors: California State University, Fullerton; C.W. Post Center, Long Island 
University; Concordia University (Marketing Department); Eastern Michigan University; George
town University; New Mexico State University; Stephen F. Austin State University; University of 
Denver; University of North Carolina, Greensboro; and University of North Dakota. 

We have exercised every care in compiling this volume but recognize errors of structure and 
omission. Papers received after the deadline date are included in the Miscellaneous section 
of the Proceedings. Please relax, read, and explore the contributions by your colleagues. 

April 29, 1981 
Miami Beach, FL. 

Venkatakrishna V. Bellur 
Northern Michigan University 
Thomas R. Baird 
Ball State University 
Paul T. Hertz 
University of Miami 
Roger L. Jenkins 
University of Tennessee, Knoxville 
Jay D. Lindquist 
Western Michigan University 
Stephen W. Miller 
St. Louis University 
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PREFACE 

The Academy of Marketing Science is a consortium of University academicians and business 
executives whose purpose is to : 
1. Further the science of marketing throughout the world by promoting research and the dis

semination of findings. 
2. Provide a forum for studying and understanding of marketing as an economic, ethical, and 

and social force. 
3. Furnish, as appropriate and available, material and other resources for the solution of mar

keting problems which confront particular firms and industries, on the one hand, and 
society at large on the other. 

4. Provide for the Fellows of the Academy reviewer assistance on scholarly articles and op
portunities for publication. 

5. Sponsor one or more annual conferences to enable the Fellows of the Academy to present 
research results; to learn by listening to other presentations and through interaction with 
other Fellows and guests; to avail themselves of the placement process; to conduct dis
cussions with book editors, and to exchange other relevant information. 

6. Assist Fellows in the better utilization of their professional marketing talents through re
direction, reassignment, and relocation. 

7. Provide educator Fellows with insights and such resources as may be available to aid them 
in the development of improved teaching methods, materials, devices, and directions. 

8. Seek means for establishing undergraduate scholarships and professional university chairs 
in the field of marketing. 

9. Offer Fellows of the Academy status to business and institutional executives and organ
izations. 

10. Establish Chapters of the Academy worldwide. 
Devoted to implementing these goals, the Academy continues to move forward. The Journal 

of the Academy of Marketing Science, the Academy Monograph Series, and the Academy's 
Annual Conferences promote research act as a vehicle for its dissimination, and provide a 
forum for stimulating communication and interaction. The number of our Fellows and of in
stitutional subscribers steadily increases, and the Journal's national and international recog
nition spreads dramatically. It is now subscribed to in all the United States, including, of 
course, Alaska, Hawaii, and Puerto Rico. Internationally, its reach has grown rapidly; foreign 
subscribers exceed 150. In Canada they are extensive both in numbers and in geographic 
reach. Over 100 are sent overseas. In Europe the Journal goes to Belgium, Denmark, England, 
Finland, the Netherlands, Spain, Sweden, Switzerland; but the Journal is also subscribed to in 
Australia, British Columbia, China, Egypt, Guam, India, Israel, Japan, Korea, Mexico, Nigeria, 
Manila, Nicaragua, Trinidad, and Turkey. Library and business requests for information and 
samples arrive constantly from new regions. 

A vote of gratitude is due to our Academy President, Robin T. Peterson, under whose leader
ship the Academy has markedly advanced toward its goals. 

Congratulations to Ms. Jane Campbell "Casey" Cousins, our Marketer of the Year. Thanks 
to Dub Ashton, our 1981 Conference Programs Chairman for an excellent job of Conference 
planning. We appreciate the hard work done by Venkatakrishna V. Bellur, Editor and Confer
ence Programs Cochairman, in editing these proceedings, and Ms. Sandra W. Marsh in seeing 
to the production. Congratulations and thanks to authors whose work is published here, and to 
our Research-In-Progress authors we offer support and encouragement for successful com
pletion of their projects. To the reviewers of papers submitted for the Conference, track chair
persons, session chairpersons, speakers and discussants, we express our thanks for their im
portant contributions. We are indebted to the University of Miami and to our local arrange
ments committee headed by Randall Hess for the arrangements in Miami Beach. The par
ticipation of our business colleagues is a strong and rewarding part of Academy operations. 
Finally, thanks to our Conference Cosponsors for their financial and moral support. On behalf 
of the Officers of the Academy, please accept our best wishes for a pleasurable and profitable 
Conference. 

April 29, 1981 
Miami Beach, FL 

Harold W. Berkman 
Jane K. Fenyo 
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RETAILERS AND ENERGY CONSERVATION - A SECOND LOOK 

Robert F. Hoel, Colorado State University 
Joseph A. Bellizzi, Colorado State University 
William D. McCarty, Colorado State University 

Abstract 

Retailers were surveyed to determine their attitudes 
about l'nergy conservatl on. This paper describes the 
findings and compares them to results obtained in a 
previous study of retailers' energy conservation atti
tudes which was reported nt the Third Annual Conference 
of tht• Academy of Marketing Science. 

Introduct !on 

During the 1970's American industries and citizens 
became more aware of the need to conserve energy. 
Fuel prices rose rapidly and the likelihood of inter
ruptions in foreign oil supplies increased. There was 
a growing realization that supplies of fossil fuels 
might run out some day and that some alternatives were 
not economically feasible nor totally safe. The begin
ning of the new decade of the 1980's did -not mean the 
end to what has become known as the "energy crisis." 
Two major oil supplying nations engaged in a destruc
tive military conflict that threatened to spread to 
other vital energy producing areas. An obvious 
response to the world-wide energy situation in the 
short term is to conserve energy supplies. 

When searching for approaches to reduce U.S. energy 
consumption, special attention should be paid to the 
retail-conunerclal sector which has recently accounted 
for 14.4 percent of total energy consumptlon (Public 
Technology, Inc. 1975). Between 1968 and 1975 the 
retail-conunerclal sector's incrense in energy consump
tion gn•w faster than consumption in resldential, 
transportation, and industrial sectors. Furthermore, 
the FedPral Energy Administration expects a 43 percent 
increase in retail-commercial energy consumption 
between 1975 and 1985 while expecting lesser increases 
in industria] and other sectors (Roberts and Redfering, 
1979). 

The cost of energy to the retailer continues to rise. 
Chain ~~  (1979) estimates that utility expendi
tures for supermarkets reached $3.61 per square foot in 
1979. Most other retail stores had utility expenses 
ranging from $2.25-$3.00 per square foot. Space condi
tioning accounts for 51 percent of total retail energy 
consumption, lighting 18 percent, water heating 6 per
cent, cooking 15 percent, refrigeration 6 percent, and 
other uses t, percent (Federal Energy Administration, 
1977). 

Fortunately, sizable quantities of energy can be con
served by retai.lers through methods that involve little 
or no capital expenditures. Chain Store Age (1978) 
points out that by simply trimming energy wastes a 
retail store can cut its energy hill by 15 to 20 per
cent. Federal government agencies agree that substan
tial sav.ings can be achieved relatively easily, but 
their estimates vary somewhat. The Federal Energy 
Office estimates savings in the commercial sector can 
approach 25 percent by using techniques that require no 
capital outlays (Roberts, 1977). The National Bureau 
of Standards projects a 30 percent energy savings in 
the retail-commercial sector through the use of simple 
energy conservation techniques (Roberts, 1977). There 
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is a general concensus that substantial energy savings 
can be achieved through better maintenance, closer con
trol of operations, and a positive attitude toward 
conservation. 

Though many retailers have dramatically reduced their 
energy consumption in the last few years, many others 
have not taken any conservation steps nor have they 
fully implemented a large number of low-cost or no
cost n e a i ~ techniques. Why retailers have not 
adopted conservation techniques is not well understood 
because most previous studies of retail energy conser
vation have ignored the attitudes and energy conserva
tion knowledge of retail store managers, owners, and 
executives. A major exception is an insightful study 
of Florida retailers which was reported by Roberts and 
Redfering (1979) at the Third Annual Conference of The 
Academy of Marketing Science. That provocative study 
was a stimulus for the study reported in this paper. 

The purpose of this present paper is to report key 
findings obtained during a recent study of the energy 
conservation attitudes and beliefs of Colorado 
retailers and to compare those findings to the results 
obtained in the study of Florida retailers. The public 
policy implications of those findings are also exa
mined. The method and findings of the Florida study 
are reviewed first and then the method and findings of 
the Colorado study are reported and compared to the 
Florida data. 

The Florida Study 

During the summer of 1977, researchers from the Univer
sity of West Florida surveyed retail establishments in 
the six largest metropolitan areas in Florida. The 
respondents were randomly selected from six retail 
categories, and the total population was defined as 
those firms which were listed in the "yellow pages" of 
the telephone directory. The six retail store cate
gories were groceries, department stores, restaurants, 
pharmacies, discount stores, and shopping malls. 

The survey consisted of a series of structured personal 
interviews. Two hundred retail managers and assistant 
managers were selected to be interviewed, and the 
researchers were able to complete interviews with 159 
of them. The interview contained 53 questions which 
required approximately 45 minutes for completion. 

One key finding was that the retailer respondents 
believed that the U.S. energy problem was real and 
should be of concern. Approximately one-third said it 
was a very serious problem; over one-half said it was 
a serious problem, and the remaining one-sixth believed 
that the energy problem was minor or did not exist. 
However, the respondents often indicated that the prob
lem might soon disappear because of technical break
throughs. Many were prone to place blame for the high 
level of national energy usage on people ·and indust-ries 
in other parts of the country. 

Another key finding was the lack of knowledge about 
federal energy guidelines. Approximately two-thirds 
of the managers were not aware of the voluntary 



lighting guidelines. 

With n•gnrd Lo tin• voluntary adoption of ener)o';y con
serving e e ~  the managers felt energy conserva
tion should he a voluntary program at first with 
mandatory cutbacks later. Most managers indicated con
siderable reluctance for government to enforce and 
impose energy regulations, but 33 percent of the 
retailers felt that mandatory controls were the only 
ways to obtain substantial energy conservation. In 
fact, when they were asked for suggestions on how to 
alleviate the energy problem, the only clear suggestion 
was for the government to impose mandatory lighting and 
temperature levels; although the government's program 
would have to he fair and equitable. 

The reta.llers stated that greatest effort in energy 
conservation could be expected when there was a finan
cial incentive. Most who had already implemented 
energy conservation procedures said they did so because 
it was cost effective. Not surprisingly, more than 
three-fourths were in favor of government tax creidts 
for energy conservati.on programs. 

The respondents showed generally favorable attitudes 
toward specific energy saving techniques. Seventy per
cent had already extinguished interior lights more 
often and sixty percent had extinguished lights at 
additional times. They were far less likely to have 
altered the store's temperature and were not in favor 
of curtailtng store hours. tn the future. 

Methodology: The Colorado Study 

Unlike the personal interview approach used in the 
Florida study, the Colorado study of retailer attitudes 
used a seH-administered questionnaire which was mailed 
to reta Llers. These questionnaires were sent to a 
total of 383 retail stores in Fort Collins and Loveland, 
Colorado. Thl' recipients included all retailers in the 
following retail activity areas as defined by the SIC 
numbers shown in brackets: eating places (5812), food 
stores (5411), general merchandise stores (5311, 5331, 
and 5399), building materials (5211, 5251), apparel and 
accessory stores (5611, 5621, 5631, 5641, 5651, 5661) 
and furniture, home furnl.shings and equipment stores 
(5712, 5711, ~  5732). These categories were 
selected hecmJSl' of th<' dl.versity of the.tr operations, 
their vislhllity to consumers, the relatively high 
numhers of storeR in each category. 

The quest.tonnatres were pretested and mailed during 
March, 1980. Three weeks later, a 41 percent response 
rate had been achieved. It was decided to mail out a 
follow-up questionnaire to the remaining non-respon
dents. This second wave of questionnaires resulted in 
a total 57.7 percent response rate, which is relatively 
high for a mail questionnaire. 

Table 1 shows the number of questionnaires and the 
response rate by type of retail store. Only the eating 
places category had a response rate below 50 percent, 
but that category is the one with the highest total 
number of respondents. Ninety percent of the people 
completing the questionnaire were either store owners 
or store managers. 

A portion of the questionnaire consisted of statements 
about the energy crisis. Retailers were asked to indi
cate their degree of agreement with the statement. A 
five-point L.tkert-type scale was used to quantify 
responses with a value of five for strongly agree, four 
for agt·ee, three for uncertain, two for disagree, and 
one for strongly disagree. 
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Results 

The Colorado study, like the Florida study, revealed 
that retailers believe that there is a serious energy 
problem in the u.s. As shown in Table 2, nearly half 
strongly agreed with the statement, "There is an 
energy crisis in the United States." Another 38 per
cent agreed with the statement and only 8 percent 
disagreed or strongly disagreed. Furthermore, 71 per
cent of the responding retailers believed that conser
vation by retail stores was a major way to reduce total 
energy consumption. 

In another portion of the questionnaire, retailers were 
asked whether or not they were adequately informed 
about government imposed store termperature restric
tions. Three-fourths answered that they were. This 
is in sharp contrast to the Florida study where two
thirds were not aware of temperature guidelines. 
Explaining much of this change in knowledge is the 
fact that the government implemented the Emergency 
Building Temperature Restriction (EBTR) program in 
July, 1979. President Carter arid other government 
agencies attempted to gain maximum publicity for the 
new guidelines which called for thermostats in most 
non-residential buildings to be set no lower than 78 
degrees in the summer and no higher than 65 degrees in 
the winter. 

Only 41 percent of the respondents indicated that they 
were aware of federal lighting level guidelines. While 
this is more than were aware of the lighting guidelines 
three years earlier in Florida, it is below what might 
be considered acceptable. 

A key issue is retailers' attitudes toward government
imposed temperature restrictions. Florida retailers 
were opposed to mandatory controls. However, their 
attitudes were measured prior to enactment of the EBTR 
program. Colorado retailers were questioned when the 
EBTR program ~a  in force. As shown in Table 3, almost 
half of the Colorado retailers believed that the EBTR 
program was effective in reducing energy consumption. 
Relatively few believed that it cuts volume or lowers 
productivity. There were mixed reactions as to whether 
it produced customer complaints. Many thought the EBTR 
discriminated against some types of retailers. 

As in the Florida study, Colorado retailers believed 
that financial incentives were of critical importance 
in adopting conservation measures. Surprisingly, 55 
percent of the Colorado respondents believed that 
implementing conservation procedures is usually cost 
effective for. the retailers. In both the Colorado and 
Florida studies, three-fourths of the respondents 
thought that the government should offer tax credits 
to retailers for implementing energy conservation 
procedures. 

Finally, despite nearly three years between the studies 
and increased publicity about how retailers can save 
energy, the Colorado and Florida retailers stated that 
they had implemented specific programs to about the 
same degree. As shown in Table 4, about 30 percent had 
removed lights from fixtures, 60 percent had reduced 
exterior lighting, 50 percent had decreased lighting 
in non selling areas and less than 25 percent had 
installed interior reflective material, added insula
tion, or curtailed hours of service. The major dif
ference is in the area of reducing interior lighting. 
Florida retailers were much more likely to have taken 
that step. In general, Florida retailers were more 
likely than Colorado retailers to be in favor of ene ~ 

conservation procedures they had not yet adopted. 



TABLE 1 
_______ ____:R:::E:.:C:.:I::.P..:::I.:::EN::.:.T::..::S OF THE MAILED QUESTIONNAIRE AND ~ RESPO.N.S..lLRA__TE___ -----

Number of Total Number 
Retail Activity Respondents in Category % Returned 

1. Eating places 

2. Food stores 

3. General merchandise 

4. Building materials 

5. Apparel and accessory 

6. Furniture, home furnishings, 
and equipment stores 

Total 

71 153 

25 35 

15 19 

20 26 

51 92 

39 58 

221 383 

TABLE 2 
ATTITUDES TOWARD ENERGY CONSERVATION/FREQUENCIES AND (PERCENTS) 

Extent of Agreement (Weighted Values)* 
SA A U D 

Statement _______ ____,('-"5L) ( 4) (J) 2) 

There is an energy crisis 
in the United States. 
(n = 218) 

Conserving energy by 
retailers ls a major way to 
reduce total energy consump
tion Jn this country. 

~~ 219) 

102 83 
(46.8%) (38.1%) 
Mean= 4.299 Std. Dev. = 
Coefficient of Variation = 

45 111 
( 20. 5%) (50.7%) 
Mean = 3.767 Std. Dev. = 
Coefficient of Variation 

16 15 
(7. 3%) ( 6. 9%) 

.922 
.218 

33 27 
(15.1%) (12.3%) 

.961 
. 2.55 

46.4% 

71.4% 

78.9% 

76.9% 

55.4% 

67.2% 

57.7% 

*SA = Strongly Agree A Agree u - Uncertain D = Disagree SD = Strongly Disagree 

TABLE 3 
ATTITUDE TOWARD THE EBTR PROG&AM/FREOUENCTES AND (PERCENTS) 

Extent of Agreement (Weighted Values)* 

SD 
(1) 

2 
(.9%) 

3 
( 1. 4%) 

SA A U D SD 

The fecl"ral government's mandatory "Emergency Building 
Temperature' Restriction Program" is an effective 
program for reducing energy consumption by retail stores. 
(n = 219) 

The "Emergency Building Temperature Program" 
discriminates against some type of retailers. 
(n = 218) 

Reducing the temperature level to 65 degrees decreases 
sales volume in retail stores. 
(n = 219) 

Customers complain when the temperature is 65 degrees 
in retail stores. 
(n = 219) 

Keeping the store temperature at 65 degrees lowers 
productivity of employees in retail stores. 
(n = 219) 

*SA = Strongly Agree A Agree U Uncertain 
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( 5) ( 4) ...l>(.::!..3 ~  2!:,L) ___ ~  

24 81 49 
(11.0%) (37.0%) (22.4%) 
Mean = 3.219 Std. Dev. = 1.132 
Coefficient of Variation = .352 

18 73 80 
(8.3%) (33.5%) (36.7%) 
Mean = 3.266 Std. Dev. = .932 
Coefficient of Variation = .285 

11 37 54 
(5.0%) (16.9%) (24.7%) 
Mean = 2.626 Std. Dev. = 1. 048 
Coefficient of Variation = .399 

29 68 23 
(13.2%) ( 31.1%) (10.5%) 
Mean = 3.068 Std. Dev. = 1. 208 
Coefficient of Variation = .394 

49 
(22.4%) 

43 
(19.7%) 

93 
(42.5%) 

87 
(39. 7%) 

19 39 41 97 
(8.7%) (17.8%) (18.7%) (44.3%) 
Mean= 2.699 Std. Dev. = 1.142 
Coefficient of Variation = .423 

D Disagree SD = Strongly Disagree 

16 
(7. 3%) 

4 
( 1. 8%) 

24 
(11. 0%) 

12 
(5.5%) 

23 
(10. 5%) 



Major differences between Colorado and Floridaretailers 
are in the areas of reducing interior lighting and 
altering store temperatures. Colorado retailers favor 
adjusting store temperature while Florida retailers 
favor reducing interior lighting. Colorado retailers 
(67%) said they have already decreased store tempera
ture during cold weather months, but fewer (38%) said 
they had reduced interior lighting. Few Florida 
retailers (30%) on the other hand, have altered store 
temperatures (increased them during warm weather months). 
but many (70%) have reduced store lighting. The 
Colorado study was conducted after the EBTR program 
went into effect thus making the altering of store 
temperature mandatory. This fact may account for the 
differences detected. 

Conclusion 

Five maJor conclusions can be drawn from the two major 
studies of rctai.ler attitudes about energy conservation: 

1. Retailers continue to believe that there is an 
energy crisis. The Colorado study indicates that 
retailers believe that energy conservation by retailers 
can help alleviate that crisis. 

2. Retailers are more aware of government temperature 
restricti.ons on retail businesses. However, there is 
a lack of knowledge of the guidelines for lighting 
1 evelH. 

3. Retailers are largely supportive or at least not 
strongly against government temperature restrictions. 
They do not believe that the restrictions are severely 
harming their businesses. 

4. Financi.al incentives are critical to motivating 
retailers to implement energy conservation procedures. 

5. Retal.lcrs have implemented or partially implemented 
a wi.de range of e>.nergy conservation procedures. 

All five conclusions have public policy implications. 
Retailers are unlikely to doubt government claims that 
there is an energy crisis that needs to be responded 
to. Furthermore, retailers do not believe that the 
EBTR is unfair or unduly injurous. The government 
needs to continue its efforts to inform retailers 
about energy consumption standards and guidelines, 
especially in the lighting area. It should stress the 
financial advantages of implementing specific energy 
conservation procedures. Finally, retailers are will
ing to change their energy wasting ways, and they have 
already implemented a wide range of energy conservation 
techniques. 
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TABLE 4 
MANAGER'S ATTITUDES AND DEGREE OF IMPLEMENTATION OF ENERGY CONSERVATION TECHNIOUF.S 

Already Implemented In Favor of Technique Not in Favor of 
Technique Florida Colorado Florida Colorado Florida 

Remove lights from fixtures 30% 31% 35% 8% 35% 

Reduce exterior lighting 60% 63% 30% 6% 10% 

Reduce interior lighting 70% 38% 20% 6% 10% 

Decrease lighting in non-
selling areas 50% 51% 30% 7% 15% 

Install interior reflective 
material 15% 22% 30% 7% 38% 

Install additional 
insulation 10% 17% 54% 18% 25% 

Curtail hours of service 6% 13% 35% 3% 55% 

Altering store temperature* 30% 67% 40% 9% 20% 
-----· 

*Data is not directly comparable. The Florida study investigated increasing 1tore 
temperature during summer months which the Colorado study investigated lowering 
temperatures during winter months. 
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Technique 
Colorado 

51% 

17% 

22% 

13% 

52% 

39% 

70% 

16% 



A COMPARATIVE ANALYSIS OF SELECT CHANNEL 
MANAGEMENT PRACTICES IN FIRMS FROM 

FIVE INDUSTRY GROUPS 

James R. Moore, Southern Illinois University 
Donald W. Eckrich, Illinois State University 

Abstract 

Data compiled from 100 manufacturing firms representing 
five industries indicates that several channel manage
ment practices differ significantly between those firms 
which have experienced an increase in wholesale sales 
through their own sales branches and offices and those 
firma which have not. Several implications .are drawn 
in terms of the direction and extent of recent changes 
in management practices involved with the channels of 
distribution. 

Introduction 

An examination of the most recent report of the U.S. 
Census of Business, Wholesale Trade Statistics (see 
Table 1), reveals several interesting trends. For in
stance, among the types of wholesale institutions de
picted in Table 1, the percent of total wholesale sales 

vide an especially useful backdrop for further analysis. 
Several questions can be posed - the most important one 
for this research, however, is directly associated with 
the increase in sales accounted for by SB&O's. Specif
ically, the research question appears as: 

Do firms reflecting increased wholesale sales 
through sales branches and offices exhibit any 
characteristic patterns which significantly 
distinguish them from those firms which do not? 

If characteristic patterns can be distinguished between 
groups of firms representing different degrees of de
pendence on SB&O' s, this study will have accompli.shed 
several objectives. 

Initially, on the basis of a comparative analysis of 

TABLE 1 
PERCENT OF TOTAL SALES BY FIVE TYPES 

OF vlliOLESALE INSTITUTIONS BETWEEN 1929-1972* 

TYPE 
1929 1939 1948 

Merchant 
Wholesaler 43.7 42.8 41.9 

Sales Branch 
and Office 24.2 24.5 27.7 

Petroleum 
llulk Station 3.6 6.8 6.4 

Agent Broker 21.8 20.3 18.2 

Assembler 6.7 5.6 5.8 

*U.S. Census of Business, Wholesale Trade 

attributed to assemblers and agent-brokers have, with 
only one exception, declined over eight census reports. 
Similarly, merchant wholesalers and petroleum bulk sta
tions have both evidenced cyclical fluctuations in the 
percent of sales handled. Only one wholesale institu
tion --- sales branches and offices (SB&O) --- has evi
denced a consistent pattern of growth for every time 
period without exception. In fact, since 1929, SB&O's 
account for the largest, single growth pattern --- from 
24.2% of total sales to 35.2% in 1972. 

Perhaps even more interesting than the trend itself, 
however, are the implications in terms of the associ
ated changes in manufacturers' channel practices. In 
other words, in light of previous research which has 
identified the need for longitudinal examinations of 
management practices in the channels of distribution, 
[ 1, 3, 5], the most recently identified patterns pro-

PERCENT OF TOTAL SALES 
1954 1958 1963 1967 1972 

43.0 42.7 43.9 44.9 48.6 

29.6 30.7 32.6 34.2 35.2 

6.8 7.1 6.1 5.4 4.6 

16.7 16.3 14.7 13.3 10.4 

3.9 3.2 2.7 2.2 1.2 

Statistics, 1972. 
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selected channel management practices, long term shifts 
and emerging patterns in manufacturer's channel manage
ment practices should be readily identifiable. More
over, it may be possible to further examine causes for 
such shifts or patterns. For instance, if firms which 
have relied increasingly on SB&O's exhibit a character
istic pattern of more frequently evaluating overall 
channel performance, then it might be argued that the 
decision to utilize SB&O's was actually intended by the 
manufacturer to affect greater control in the channel -
one of the traditionally ascribed roles of SB&O's in 
the first place. Similarly, other characteristic pat
terns can be examined and compared on the basis of the 
previously suggested dichotomy of changes in SB&O's 
sales, to further explore plausible causal linkages in 
the managerial practices of manufacturers. Thus, this 
study is essentially designed to provide an examination 
of the channel management practices of select manufac-



turing firms. 

Method 

A Framework - To facilitate the identification of time
ly and relevant marketing channel decision variables, 
the initial phase of this research required the formu
lation of a basic, conceptual framework. Toward this 
end, Kotler's [2] framework for channel decisions seemed 
to be a viable starting point. As a result, the mana
gerial functions of designing, planning, organization, 
and control as they relate to marketing channels, were 
included as the principal categories in the framework. 

Sub-topics in each of these categories (i.e. dimensions 
or measurable attributes), were chosen on the basis of 
a two-phase process. First, several potential dimen
sions representing all four managerial functions were 
compiled. For instance, in terms of evaluating a plan
ing dimension, the following type of question was ap
plied: "Which channel objectives best coincide with 
your channel program? (1) To provide an economic and 
satisfactory movement of goods between production and 
consmi1ption, (2) To minimize the costs of distribution, 
etc." 

Second, interviews were arranged and conducted with ei
ther the marketing manager, sales manager, or president 
of fifteen firms representing five industries.! During 
these interviews, executives were e e e ~  examine 
all of the dimensions compiled for each category and to 
select all of those (or add any of their own) which 
would best reflect the extent to which each character
ized the managerial functions being performed in their 
own marketing channel activity. Thus, the dimensions 
researched and discussed in this article and presented 
as sub topics of the framework, represent only those 
considered relevant and valid by a majority of the ex
ecutive group. 

Participating Industries - In order to approach a deg
ree of comprehensiveness in an examination of the re
search questions and since data for this study came 
from a broader investigation of channel management prac
tices, it was considered imperative that the ultimate 
selection of firms reflect a cross-section of industri
al classifications. Such a cross-section would mini
mize the selection of firms which either consistently 
utilized the same intermediary-types in their daily op
erations or represented similar historical developments 
in terms of channel compositions and dynamics. 

Thus, subsequent to a review of the Standard Industrial 
Classification Codes, five industries were selected 
(See Table 2). In light of selection objectives, each 
can be seen to represent different mixes of intermed
iaries with respect to the dollar volume of sales ac
counted for by agent wholesalers, merchant wholesalers, 
and manufacturers' sales branches and offices. 

For instance, even though the Motor Vehicle and Drug 
industries typically rely on manufacturers' sales 
branches and offices to conduct approximately 70% of 
the dollar sales volume, the proportion of sales volume 
accounted for by agent and merchant wholesalers is not 
only highly discrepant between these industries, but 
continuing to move in opposing directions. The Piece 
Goods, Notions, and Apparel and the Confectionary in-

1The five industries represented were selected indepen
dently of the five industries utilized in the subse
quent data collection. 
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dustries were selected on the basis that approximately 
half of their dollar sales volume was accounted for by 

TABLE 2 
FIVE INDUSTRY GROUPS 

SELECTED FOR THIS ~ 

Industry 

Motor Vehicles 
Confectionery Merchandise 
Drugs, Drug Proprietaries, and Druggist Sundries 
Piece Goods, Notions, and Apparel 
Farm and Garden Machinery and Equipment 

Source: U.S. Bureau of the Census, U.S. Census of Busi
ness-Wholesale Trade, (Washington: U.S. Gov
ernment Printing Office, 1929, 1939, 1948, 1958, 
1963, 1967, 1972). 

merchant wholesalers, thus contrasting directly with Mo
tor Vehicle and Drug industries. Additionally, within 
the Piece Goods and Confectionery industries, the pro
portions of sales accounted for by agent wholesalers, 
and manufacturers sales branches and offices again were 
adequately divergent to justify selection for this study. 
Finally, the relative stability of the intermediary mix 
in the Farm and Garden Machinery and Equipment industry 
over the past fifty years presented the opportunity to 
include manufacturers' with well-entrenched channel 
practices. Thus, any cross-sectional comparison of 
firms representing different rates of sales through SB& 
O's, will reflect the pooled effects of several differ-
ent industries. ------

Data. A mail questionnaire served as the primary data 
collection instrument. A total of 75 firms from the 
five industries were identified as evidencing a recent
ly increased percentage of wholesale sales through SB& 
O's while a total of 25 firms were identified as main-· 
taining SB&O sales status-quo. 

Research Findings 

As descriptive research, the findings have been compiled 
in tabular form. Each of the four managerial functions 
will be examined independently in terms of the dimen
sions chosen to represent them. 

Channel Planning. Two dimensions of marketing channel 
planning were examined: the recognition of overall chan
nel objectives, and the formalized statements of channel 
objectives. In terms of the first dimension, each res
ponding firm was asked whether or not his/her firm sta
ted (in writing) specific channel objectives. As indi
cated in Table 3, (See Variable 1, Stated Objectives), 
approximately 62% of the firms which evidenced an in
crease in wholesale sales through SB&O's indicated that 
channel objectives were stated in writing. In contrast, 
only 12% of. the firms whose wholesale sales did not in
crease through SB&O's indicated that such written ob
jectives existed. Thus, apparently some form of asso
ciation exists between these firm's success with SB&O's 
(or at least increased sales), and the recognition of 
channel objectives. (Significant at the a • .001 level). 
While the precise direction of a causal link obviously 
cannot be pinpointed on the basis of this data analysis, 
the nature of the planning process would suggest that 
the increased usage of SB&O's was dependent and subse
quent to the specification of channel objectives. 



TABLE 3 

V A!U ABLE RELATJ ONSHTPS BETHEEN Fl!U1S EXPER tENCU!G INCREASED 
SB&O SALES AND FIRMS EXPERIENCING NO CHANGE IN SR&O SALES 

Variable Categories Firms: Firms: Computed d.f. 
SB&O's 
Increasing 
Sales 

SB&O' s Not 
Increasing 
Sales 

(1) Recognition of Stated Channel 
Objectives: 

(a) Yes 
(b) No 

(2) Frequency of Channel Evaluation: 

(a) At least 4 times per year 
(b) At least 2 times per year 
(c) At least annually 
(d) Never 

(3) Position Charged With Channel 
Responsibility: 

(a) Corporate Level Sales Manager 
(b) Marketing Manager 
(c) Corporate Planning Staff 
(d) Marketing Channel Manager 
(e) No Position Charged 

(4) Size of Firm: 

(a) Small 
(b) Medium 
(c) Larger 

*Significant at the a = .001 level 
**S ignif !cant at the a = .02 level 

To further explore this association, the second dimen
sion of planning, the specification of precise objec
tives, was provided to permit a cross-comparison item
by-item. However, in light of the extremely small num
ber of firms (12%) which were categorized as evidencing 
both no increase in sales through SB&O's and no recog
nition of stated objectives, additional statistical 
analyses were not possible. 

Channel Evaluation. One dimension of marketing channel 
evaluation was examined: the frequency of formalized 
channel evaluations. In lieu of a highly subjective 
measure such as manufacturer's perceptions of their 
evaluation procedures, a surrogate measure of evalua
tion (i.e. frequency) was utilized. While such a meas
ure necessarily involves several weaknesses (e.g. the 
extensiveness of such reviews is not considered), the 
measure would nevertheless, distinguish between firms 
which actually performed some form of evaluation and 
those that did not. 

In terms of the frequencies of evaluations, responses 
were categorized as either: at least 4 times per year, 
at least 2 times per year, at least annually, and nev
er. As a result, the x2 statistic for the cross-tabu
lation was significant at the a = .02 level. Consis
tent with the previous findings, firms which experi
enced an increase in sales through SB&O's also were in
volved in some form of channel review process more fre-

34 3 
21 22 17 .31* 1 

46 8 
6 7 10.46** 3 

14 5 
7 5 

26 10 
23 6 
13 6 - Not Computed -

3 0 
10 3 

28 14 
19 
26 

7 

6 3.74 2 
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quently. Specifically, over 63% of the firms experien
cing an increase in sales were involved in a channel 
evaluation at least twice per year in contrast to only 
32% of the firms not experiencing sales increase. The 
corresponding differential at the other extreme (i.e. 
never conduct a channel evaluation), was not as pro
nounced, although a proportionately greater number of 
firms not experiencing sales increases through SB&O's 
also did not conduct or become involved with any formal 
channel evaluation. 

Channel Organization. The third managerial function was 
operationalized in terms of the extent to which specific 
organization titles were recognized regarding channel 
management, This dimension was included as a follow-up 
on the recognition of formally stated objectives, The 
purpose was to uncover the extent to which firms actual
ly accomodated channel management through their organi
zational structures (i.e. how committed to channel man
agement were they?). 

Four titles were provided by the responding firms: Cor
porate Level Sales Manager, Marketing Manager, Corporate 
Planning Staff, and Marketing Channel Manager, For the 
purpose of analysis, a fifth category, No Position 
Charged was also included. Unfortunately, due to the 
small sample size of firms not experiencing sales in
creases (n=25), further statistical analysis via x2 
would be inappropriate. Moreover, an examination of the 



response-pattern frequencies (See Table 3) did not illu
strate any major discrepancies in terms of either type 
of firm utillzi.ng a special position more or less often 
than other f lrms. 111e only noteworthy difference might 
be that none of the firms experiencing sales status-quo 
through SB&O's utilized a position officially titled 
Marketing Channt!l Manager. However, such a conclusion 
is indeed tenuous from a statistical standpoint. 

Size of Firm. The final dimension included in this re
search involved the size of the firm in terms of gross 
sales. Firms with sales in excess of $4 million were 
classified as larger, less than $4 million but greater 
than $1 million were classified as medium, and firms 
less than $1 million were classified as small (4]. The 
concern at this point was whether or not the firms ex
periencing increasing SB&O sales were simply larger 
firms, and therefore capable of supporting larger and 
more diverse intermediary-mixes. If such were the case, 
then the previous analyses might very well be viewed as 
generating spurious results. For instance, the larger 
the organization, the more probable it would seem that 
some form of written objectives exist and formed eval
uations of channels are conducted. Thus, this final 
portion of the analyses was viewed in large part as pro
viding justification for the earlier comparisons. 

Interestingly, the computed chi-square was not signifi
cant indicating that the firms experiencing increased 
sales through SB&O's were not characteristically dif
ferent in size from those firms which did not experience 
such a change in sales. TI1is finding suggests that the 
distinguishing phenomenon under investigation is not 
size-of-firm specific. In fact, this finding and the 
data collection method employed (i.e. combining firms in 
five diverse industrial classifications), would indeed 
suggest that the earlier findings must be viewed in as
sociation with the level of sales attributed to SB&O's. 

Discussion 

An interesting and new pattern of managerially-oriented 
practices associated with the channels of distribution 
has been uncovered in this research. Firms experiencing 
increased sales through SB&O's were empirically shown 
to exhibit characteristic differences in terms of this 
recognition of formally stated channel objectives and 
the frequency with which channel evaluations were per
formed. Although the existence of a causal link can 
only be suggested, there would definitely appear to be 
some association between successful and growing distrib
ution patterns (i.e. those not exhibiting similar char
acteristics). Whether increasing sales provides a great
er opportunity to formally consider channel management 
practices or whether greater attention to channel man
agement practices provides the opportunity for greater 
sales are both questions which were not addressed by 
this research. They certainly represent the most im
portant consideration for future research, however. 

As exploratory research, a phenomena has been identified 
relative to managerial participation by manufacturers in 
the channels of distribution. Unfortunately, the in
ability to identify the direction of causality greatly 
limits the extent to which practically-oriented impli
cations can be drawn. Suffice it to suggest that great
er manufacturer (or designer) involvement in the chan
nels of distribution would seemingly and logically be a 
necessary condition for improved channel operations. If 
the managerial planning process is a valid prescription 
for achieving operating objectives, then it must follow 
that increases in sales through SB&O's is the result of 
planned and practiced managerial activities --- in this 
case by manufacturers across several industries. 
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The fact that firms from several different industries 
were represented, however, is not to imply that future 
research along parallel lines should not isolate and 
examine similar industry-specific phenomena. It is en
tirely possible that channel management practices and 
activities vary significantly between as well as across 
industries. Owing to the exploratory nature of this re
search, no attempt was made (nor was it possible given 
the data here), to differentiate intra-industry respon
ses. However, before any comprehensive set of prescrip
tive channel management practices can be identified, the 
operating characteristics of existing channels of dis
tribution will have to be more fully explored --- both 
in intra- and in inter-industry levels. This research 
has attempted to take yet another step. 
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~ ~ n AND PROFIT: THE RF.TAIT.ING I NSTITUTION OF THE 1980s

Na bi l Ra zzouk, Andrews Univ ersity
David Gourley , Arizona St a t e University

Abstrac t The Nat ur e of Swap Mee ts

Tn t h t H ar t icl e the autho rs explore t he nature of swap
meets as a developing fo rm of retailing in t he Unit ed
States. Sev era l environmental fac t ors ar e exami ne d as
they may account f or t he grow th of swap meets i nto a
widely acceptable institut ion of r etailing.

Several authors of academic and indus try publications
recen tly have been exploring t he na t ure of t he changing
env ironment s and t he ir impa c t on market i ng institutions.
(Hanna e t a!., 197 5; Kot ler , 1974; Lev it t , 19 77 ; Brown,
1977) . One a r ea t hat ha s r eceived considerable a tten
t ion i s r etailing . Over t he pas t dec ad e, ac a demi c i ans
have be en seeki ng explana t i ons for ex ist ing phenomena
whil e making a cour ag eou s a ttempt a t predicting t he
fu tur e of t he re ta il i ndus t r y util iz ing concep tun l i za-
t i ons such a s The Wheel of Ret a il i ng (Holland er . 1960 ) ,
The Dia lectic (Maronick an d Walker , 1974), Vacc um Theory
and s imlla r o t he rs . (McCammon, 1977.) The ba s i c pur
pose of t hi s ef f or t I;as been to i dentify pa tterns of
retail ing methods am) Ins t Lt u t Lona tha t could be more
functiona l f or a gi ven time an d plac e.

This pr eoccupa t ion wi th agg regR te pat t erns o f r etailing
meth ods and Ins t J r u t f on s , In par t, has been r cs pons f bLe
for n myop ln t hat pr cvo lLs t n rill' r etu iling litera tur e.
'l'h I s myopia hU H cau s od wr Lt e r s t o igno re some Ldcu s
tha t either have never bueu t ried, or been tr i ed and
worked, ye t were not popular i zed f or be ing out of t he
main stream o f r etail ing t hought or pr ac t ice. I n a r ecent
workshop on Ret a il i ng (Marke t i ng News , J uly 13 , 1979) ,
Hollander c rit icized the pr ocess of t rying t o discern
patterns o f r etailing. Such a pr ocess , he sa id , " i s
somewha t like lying on one 's bac k in a meadow and watch
i ng for famil iar shapes i n the clouds floating overhead.
It i s in teresting work but highly subjec t ive ." (p . 10 . )

~ wri t ers i n the field woul d ac cept t he definit ion o f
a re ta iler as "a type of mi ddl eman who buys and sel ls
f or final co nsumption , " ( Gwi nner e t a!. , 1977). However,
no t ext book or publ i cat ion known to t hese authors ad 
dres s es t yp es · of r eta i ling such as fl ea -marke ts or the
more organized swap mee t s t hat have gained accep tance i n
s ome parts of this coun t r y as r egul arl y at tended shoppi ng
places. Bot h of t hese a r e bonafi de t yp es of retailing
t ha t hav e been excluded f r om and ignor ed in t he r etail ing
11 t era ture .

The purpose of t h i s articl e i s to explore t he na t ure of
swap mee ts as a develop i ng fo rm of re t a i l i ng in the
Un i t ed Sta t es. It a l so exami ne s some of the possibl e
theore tica l und erp inni ngs f or the current emer gence and
gr owth of swap meets i n light of the preva len t changes
in the env i ronments sur r ound i ng business .

The discu s sion pr es en t ed i n t he following s ec t i on is
ba s ed, i n par t, on the author s observations of swap meets
i n a ma j or Sou thwestern c ity , and on intervi ews conduc ted
wi t h huye r s , ..e ll ers, lind mnnng l.! ra of va r ious A WI1P meet
op erat lons. I n a la tl.!r sl.!c tion , t he aut hors explore
s ome envi r onmental f s ctors that may ac count for the
growth o f swa p meets in t o a wid el y acc epted insti t ution
of r etai l ing.
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One of the earliest forms of r e t a i l i ng in t he Uni t ed
States was the ou tdoor Tr ad i ng Post (McNair, 1976) .
This me t hod o f exchange spread across the country as
set tlers t r a veled west in search of a place to put down
t heir r oots. These intermittent local a ~e and fairs
pr ovided a pla ce for the early colonists where they
could s e l l those items they carried that could be sold
or bartered t o buy their needs. It was also a place
where news of happ enings elsewhere was communicated.
For many , i t was t he i r one f orm of r ecreation and amuse
men t ; a meeting place to interact with neighbors and
those pa ssing through.

Today's swap meets are also outdoor mar ket s ; however,
t hey ar e mor e structured and in many ways are an i ngen
i ous idea whose time has corne again. At these markets
indi v i dua l s sell, trade or exchange antique, new and
us ed merchandise. A glance at the telephone directories
o f s ever al Southwestern and Western cities indicated
that a number of swap meets ex ist in this region. All
of t he se are estab lished retailing institutions and i n
some cases they are part of chains of "Super-Swap Meets"
opera t i ng i n seversl states. Some cities (i.e ., Phoenix,
AZ, and San Bernardino, CA, and San Fernando , CA) have
al r eady passed ordinances to govern this mode of business
Thus giving it recognition as a retailing institution,
a f a c t that ha s not yet been accomp lished in the mar
ket i nR or retailing literature .

Swap meets are most often conducted in enclosed (fenced)
a r eas wi th ampl e spa ce for parking and a designated area
f or sel ling. Admi ss i on to these swap meets for consum
ers usually consists of a fee for parking, ranging from
$ . 50 to $1.00. Sellers are charged a fee based on some
combination of sq ua r e feet of selling space, services
desired (tables, power, water, etc .) , and the day of the
week on whi ch the swap mee t i s conducted (weekends cost
more than mid- week) . Reservat ion of swap meet space is
ava ilable in most operations and this arrangement is
incr ea sing i n popularity. Mos t states do not permit
t he s al e 6f items such a s guns, ammuni t i on, bedding (un
less federal ly inspected), f ood items (unless it i s
f resh produce) , pets and livestock. Typi ca l o f the mer
chand ise so l d at swap meets are coll ec t or s items, hous e
hold i t ems, f ab r i c s , books and magazines , records and
tapes, electr i ca l app liances, wigs, antiques, bottles,
jewel ry , plants, f r u i t s and vegetables, and automobil es.

Tr aditionally mos t of the sellers are hous ehol d members
who are there to sel l, trade, or exchange some of t he ir
pos sessions. I t is not uncommon, however, to find the
wel l es tablished merchant who takes advantage of the low
overhead of a swap meet to gain exposure to weekend
buyer traffic t ha t may range up to 50,000 people.• *
Some of these merchants appear regularly in the same
s pot every week t hrough a month l y space rental contract
ava i l a bl e at most swap meets.

Recen t ly, some maj or manufacturers of consumer products
hsve started advertising to potential swap meet sellers
who are looking for sources of merchandise to sell in

*This f i gur e represents the t ypical weekend traffic at
Park-N-Swap in Phoenix , AZ.



these markets.** This is another indication of the 
growing recognition of this unconventional retailing 
institution. 

Swap meet managements have regularly been upgrading 
their services to compete more effectively with other 
conventional retailing institutions. Modern restrooms, 
concession stands, check cashing and change, electri
city, public address systems for announcements and 
advertising, information booths and security are just 
some of the customer and seller services now available 
at most swap meets. Demand on the part of both buyers 
and sellen; and competitive pressures have caused many 
swap meet operations that used to be open only on the 
high traffic days of Saturday and Sunday to be open at 
least one evening during the week as well. 

In this section, the authors have described the nature 
of swap meets as a growing retail phenomena. The follow
ing section explores some of the environmental factors 
that may be responsible for this growth. 

Environmental Factors Impacting On 
The Growth of Swap Meets 

A look back to the past few years reveals some major 
environmental changes that have impacted on both the 
consumer and the retailing industry. In this section, 
the authors discuss six trends that might explain the 
growth of swap meets as a nonconventional method of 
retailing. 

The Psychology of Stagflation 

The 1970s marked the beginning of an era of shortages 
that have changed the American way of life in many 
respects. Shortages in energy sources and raw materials 
have driven up the prices of several commodities and in 
some cases have made certain products totally unavail
able. This has also resulted in the quality of some 
services be:ing less. Additionally, some services have 
been eliminated to cut costs and keep down prices (i.e., 
air and paper towels in service stations). Spiraling 
inflation accompanied with a threatening recession have 
driven many consumers into a waste-minimizing lifestyle 
and an energy conservation ethic (Berry, 1979), both of 
which make the idea of a swap meet an attractive one. 
Consumers who might have formerly disposed of a used 
product hy giving it away or throwing it away, now find 
their way to a swap meet to "sell" that item. In the 
same manner, households in need of a product do not 
hesi.tate to investigate the used-goods market or a swap 
meet where it is perceived that products are sold for 
less. (Conn, 1978.) 

The concept of swapping or exchanging seems the answer 
for scarcity and shortages. As shortages become more 
acute, the idea of such·an unconventional retail insti
tution as a swap meet may become more readily accepted. 
The retailing industry has not been all together unaware 
of the change in consumer buying behavior. It did offer 
the consumer alternatives such as the food/clothes ware
house, the cart-to-car store, cooperatives and similar 
institutions that have cut back services and costs in an 
effort to keep prices down and meet customers' needs 
(Bates, 1977.) Swap meets operate on the same princi
ples, but provide a nonconventional marketplace that 
may be less wasteful than other established retail in
stituticm-;;-:- ~ ne could be safe in predicting a growth 
in the number of swap meets across the country as consu
mers find themselves with less and less buying power to 
work w:!.th and as commodities and other resources become 
morr> scarce. 

~

Such ads appear regularly in the "Penny Saver", a weekly 
advertising paper published in Arizona. 
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The Psychology of Socialization 

From the consumer standpoint there are two lines of 
thought on the nature of the shopping activity. One 
school of thought suggests that shopping is an unde
sirable activity that consumers would rather not parti
cipate in if they have a choice. (Bloom, 1978, May 1979.) 
Supporters of this view seek to minimize the time and 
effort a consumer needs to spend in a store. Many 
stores are laid out in such a manner that consumers can 
have an easy access to all merchandise on a self-service 
basis. Shoppers in such stores are programmed to go 
through the aisles, pick up what they want and head for 
the check-out. Very little, if any, social interaction 
is thought to take place on such shopping trips. 

The second school of thought emphasizes that human 
beings are social beings, and that shopping is a plea
sant socializing activity. This line of reasoning 
suggests that some people might go on a shopping trip 
to socialize, have fun, and interact with others who 
are involved in the same activity. (Mason and Brooks, 
1974.) This desire for socializing and interaction 
seems especially strong among swap meet shoppers who 
spend several hours just looking around and talking to 
others they meet. Being a throwback to the style of the 
early trading posts and general stores, the swap meet 
seems to be the natural retail institution to serve the 
need for socializati.on. 

The New Demographics and Life Style 

Many changes have taken place in the composition and 
structure of the population in this country. "The 
family" and "the family life cycle" recently have been 
subjects of interest to several authors. (Schlacter et 
al., 1979, Murphy and Staples, 1979.) The trends indi
cate that many individuals are choosing to remain single, 
many are cohabitating, those who get married do not stay 
married for long, most families are much smaller, and 
generally speaking the populati.on is older than even 
before. (Norton and Glick, 1979.) These and other seg
ments of the population may benef:!.t from shopping at 
swap meets. For instance, recent studies indicate a 
growth in the number of collectors items among singles 
and young married couples. Both of these groups can 
frequently find good buys on the items they want at 
swap meets. The variety of merchandise at these opera
tions is almost unlimited, and many collectors come to 
these meets to buy, sell or trade, to build up or get 
rid of collections of all sorts. Cohabitants may also 
shop at swap meets in search of low priced used furn
ishings because of the temporary nature of their rela
tionship. This segment of the population is fast 
growing across the nation, especially in regions of the 
country where the attitude of the general public is 
more tolerant toward the phenomena. (Norton and Glick, 
1979.) 

Because of the shorter duration of many marriages, there 
are many more divorced parents who are finding it diffi
cult to make ends meet. As they move from houses to 
apartments, for example, this segment finds swap meets 
an ideal place to sell no longer needed items and more 
particularly, obtain affordable "second hand" merchan
dise. The last of the aforementioned changes, that of 
the older population, has created some opportunities 
for retailing. Very little has ever been done to reach 
or service the older consumer. This group has greater 
mobility than ever, more time on their hands than the 
average consumer, and is greatly interested in social 
interaction. (Norton and Glick, 1979.) To many such 
elderly consumers, the swap meet provides an excellent 
opportunity to get out, look around (without pressure 
to buy), interact with others and buy necessities if 
needed. The outdoor environment provides a relaxed 



atmosphere away from the rush and confi.nes of the typi
cal retail•establishment with checkout lines or the 
watchful camera lens' peering over their shoulders. A 
portion of the elderly also face severe financial con
straints and thus would find swap meet merchandise more 
attractive because of the lower prices. 

There are other changes in market segments that likely 
will enhance the growth of swap meets or similar non
conventional retail institutions. Today's consumers, 
for example, have a diminished store loyalty as well as 
a diminished brand loyalty. They also seem to use 
their own standards to assess the desirability of mer
chants and merchandise (Bellenger et al., 1977). 
Another change i.s the variety of acceptable life styles. 
People living in the same general area may be seen doing 
"their own thing" rather than "keeping up with the 
Jones'". (May 1979.) This change may help explain why 
shoppers at swap meets arrive in cars ranging from a new 
Mercedes Benz to an old Volkswagen Bug; each buying 
used items, haggling with sellers for better prices, 
milling with masses of people, and passing the time of 
day with strangers. 

The Psychology of Alienation 

A glimpse at the current literature reveals a growing 
interest by marketers in the subject of Consumer Alien
ation. (Pruden et al., 1974; Lundstrom and Lamont, 
1976; and Allison, 1978.) There are various causes 
stated for consumer alienation from traditional business 
institutions. Some of these include high prices, lower 
quality products, diminished and impersonal services, 
shortages and deceptive practices. 

Considering the problem of alienation, swap meets have 
a decided advantage over other retail insti.tutions. 
They are perceived as a meeti.ng place for i-ndividuals 
(vs. big business) who gather to trade, exchange, buy 
and/or sell some items of value. The truth is, however, 
that many established businesses have regular booths 
at swap meets to benefit in part from a low level of 
customer alienation. 

Attendees of swap meets seem to have different motives 
and different expectations than shoppers at regular 
retail institutions. A good example is the socializing 
shopper who may attend swap meets to just look around, 
watch people, and have fun. Such shoppers are not likely 
to develop alienation because they can have many of their 
expectations met with minimum friction. Shoppers at 
supermarkets,.department stores or similar stores expect 
efficient service and quality products sold at reason
able prices. Variations from the expectation decrease 
satisfaction, or even lead to dissatisfaction and general 
alienaU.on. In a swap meet setting, price, quality, and 
service are not as likely to be the salient factors in 
the minds of consumers. As consumers feel the pinch of 
inflation and/or mild recession more and more, the high
er the likelihood they will feel this alienation toward 
organized retail business and the greater will be their 
interest in and support of nonconventional institutions 
such as swap meets (Irelan and Besner, 1968). There is 
every indication that the level of consumer alienation 
has risen considerably over the past decade (Olson, 
1974; Wilkes, 1978). Irate consumers everywhere cause 
businesses millions of dollars in vandalism, shoplifting, 
and other distasteful behavior. More of this same be-· 
havior can be expected in the future for "established 
businesses," a fact which can make swap meet selling a 
less risky, more pleasant and appealing alternative for 
many vendors as well as consumers. 

The di.scussion thus far has centered on environmental 
factors that have brought about the increased interest 
in and support of swap meets by consumers. Some of 
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these same factors could also be thought as being re
sponsible for the increased sellers' part1.cipation in 
swap meets. There are, however, two more factors that 
have a great impact on the sellers' support of swap 
meets: the lack of government control or regulation 
and the low cost of operation. Each is discussed below. 

Lack of Government Regulation 

One of the major problem areas for modern retailing .and 
other business institutions is the increasing control 
and regulation by governments at all levels (U.S. News 
and World Report, 1975). This excessive regulation 
costs business large sums of money every year, a fact 
that has contributed to the decline of small business. 
As conventional retailers continue to be bogged down 
with all the reporting they are required to make to 
various governmental agencies, the swap meet seller 
escapes this hassle with only token requirements for 
reporting. Sellers are often required to fill out a 
police department report that indicates the nature of 
the items sold or exchanged. This report is all that 
is required of sellers in most cases, and the reason 
for this is an effort by the police to monitor the 
trading or selling of stolen merchandise. 

To date, the Internal Revenue Service has taken a very 
relaxed approach toward swap meets. Swap meet ordi
nances in most cities are written with the occasional 
seller in mind, and this provides a shelter to the re
gular seller who benefits from the absence of regula
tion. Some city ordinances require individuals who 
sell at swap meets more than three times a year to 
acquire a city and state sales tax l:l.cense. This re
quirement, however, is not closely monitored, thus 
offering the sellers at swap meets a distinct advantage 
over sellers operating out of conventional retail out
lets. Managements of swap meets have somehow been able 
to maintain a low profile for these outlets. This low 
profile has thus far succeeded in keeping public offi
cials from regulating swap meets. As long as the level 
and degree of regulation remains minimal, more sellers 
will frequent swap meets on a more regular basis. 

Low Cost of Operation 

Sellers at swap meets escape practically all fixed costs 
associated with doing business. They have no long-term 
lease for building or equipment, nor do they pay some 
fixed percentage on each unit sold. Utilities are often 
a part of the daily fee and if incurred impact only on 
selling days. Further, they seldom have any advertis
ing expense, and since they operate on a cash-and-carry 
basis there is no bad debt expense as well. All these 
savings allow for higher profits, even at lower prices 
to consumers. This fact has provided sellers with the 
opportunity to better serve some poorly served segments 
of the population and to help meet some consumer needs 
that many conventional retail stores have ignored. 

Conclusion 

This article has explored the nature of swap meets as a 
growing form of retailing and has discussed some of the 
variables that may account for the growth of this phe
nomenon. The growing conservation ethic and waste-sav
ing behavior of consumers are changing the ways people 
shop for and dispose of products they no longer need. 
The swap meet presents a new alternative for these types 
of shoppers. A strong feeling of alienation against 
business could also explain the support some consumers 
give to swap meets as opposed to established retailing 
i-nstitutions. It is also proposed that changes in demo
graphics and buying behavior make swap meets acceptable 
shopping markets for people of different age groups and 
life styles. Swap meets, in their resemblance to 



carnivals or fairs, appeal to young and old as low-cost 
outdoor soclaliz!.ng events. The lack of serious govern
ment regulation at swap mecets provides them with differ
ential advantages that arc magnified hy the low cost of 
operation. All of these variables appear to be having 
the effect of assuring swap meets continued existence 
and success ns nonconventionnl retail establishments. 

It is possible that swap meets may lose their competi
tive advantage as they more and more get to look as 
extended outdoor shopping plazas lined with regular 
sellers of the same merchandise sold everywhere else. 
If so, swap meets, like other forms of retailing, may 
change and move up the wheel of retailing. The general 
concept which is a rejuvination of the original form of 
retailing seems more in line with the nature of today's 
environments. In this sense, the phenomenon represents 
a completlon of a full cycle of the wheel of retailing 
often recognized hy marketing scholars. 

Some empirical research is needed to identify the demo
graphic and psychographic characteristics of swap meet 
shoppers and the reasons they shop at swap meets. Of 
lntereHt to marketers would be a comparative analysis 
of consumer satisfaction or d1ssatisfaction wl.th swap 
meet shoppln£' Pxperiences as opposed to experiences 
with conve.ntional retailing outlets. Such research 
would not only help marketers to better understand the 
swap meet phenomenon but would also alert them to any 
similar phenomena that might occur in the market place. 

The authors join Hollander in calling on marketers to 
stop the cloud-watching in search of new clusters or 
patterns of retail institutions and instead to observe, 
evaluate, and report on ideas that may have never been 
tried, or ideas that may have been tried but have not 
been popularized for whatever reason. In an era where 
nothing but change is certain, the uncommon rather than 
the common may be what deserves more of our attention. 
It is time to broaden our scope and begin the study of 
phenomena such as swap meets, flea markets, garage/yard 
sales, and other similar nonconventional institutions 
that facillta te the exchange of economic goods and 
services. 
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USINC: TilE PRICE/QUANTITY MODEL TO INDICATE 
I'OWEH lN MARKETING CHANNELS 

Jerry Rosenblatt (student), Concordia University 
Roger Calantone, McGill University 

Abstract 

The literature of vertical channel power reveals a 
noticeable neglect by academics of how pricing strategy 
evaluations can help to better understand vertical 
channel relationships. This paper builds a conceptual 
framework which helps visualize the effects of power on 
the marketing channels via pricing strategies. 

Introduction 

Jt is evident from the abundance of literature* that 
the coneept of power has become a central issue to 
marketIng dtanne 1 theorists. Robert Dahl (1963) sug
gt>sted that power t'nn be thought of as the ability to 
makl' someone do Romcthing that he would have otherwise 
not done. Uslng this notl.on of power, El-Ansary and 
Stern (1972) opcrntionnlly define the power of a channel 
member as, " .•• IliA ability to control the deciRion 
varlahl<·H ln the marketing strategy of another member 
in 11 given dtamwl at 11 different level of distritlu
tion." Typically most studies on power have been con
cerned with: 

n) vlewing_power as the cumulative magnitude of one's 
various sources (i.e., coercive, expert, referent, 
legitimate, reward) (Hunt and Nevin, 1974), (Frenc.h 
and Raven, 1968); 

b) the controversy as to whether power is a c.onstruct
ive or destructive ~ e (Assael, 1969), (Mallen, 
196 7); 

e) the countervailing forces in the marketing channels 
(Etgar, 1976) (Galbraith, 1967); or, 

d) the quanti.fying and measurement of power - most 
v!c•wln!l power as the dependence and/or control of 
<>IH' elumnel ~ i  on another channel member (Brown 
and Frn:-: ll•r, 19711), (1\l-Ansary and Stem, 1972), 
(J.usl'h, l97h), (Rosenberg and Stern, 1971). 

Although these methods have gone through the full 
Apectrum of nnalysJs (from theory to calculus models), 
th•'Y Ht Ill n•v<·nl too ll ttle in termA of understanding 
chanm' J pnwl•r, thuA a new approach is necessary. 

This Atudy differs from most previous studies in its 
perspective of the importance of the varlouR power 
bases. It ls herein assumed that specific sources of 
power, however interesting to isolate and examine, are 
unimportant for the purpose of understanding the general 
mechanism, and assessing the effects of power on channel 
relationships. This assumption, of temporarily 
neglecting the nature of the power source, is practical 
when one considers the multitude of combinations of 
power sources that might have to be investigated, What 
is needed is a more general approac.h that explains the 
mechanlsm of power. This paper introduces a model which 
reveals a reliable and valid indicator of power. This 
indicator is found in the process that is part of all 
systems of exdtange - that is, pricing strategies. 

*An expanded version of this paper with more extensive 
hibl1.ogruphy Is nvailable from the authors upon 
n•qucst. 
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Lon:::eptt.ctl Fuli!tework 

Rationale for Economic Approach 

Power in marketing channels has been studied from many 
different perspectives. From an economic e e ~ e 

the actual exercise of that power, through the prict .· 
market mechanism can be explicitly portrayed. Only 
from a socio-economic perspective can we undecstand net 
only the effects of power on the major actors lu the 
channel but its effects on society aS a wLJ:&.L. Mu: ... c<.· 
ing, in most contexts, regards its inquiry as mor<' 
realistic than economics, eschewing formal l::heory, very 
often, in favor of measurement and empirical ved.fi,;a
tion. Ho·.rever, in the words of Jkrtreu.d Russel (l'J'i ) , 

"Economics as a separate science is utll:tla: ... en;;>, r td 
misleading if taken as a guide in practice,. It. is one 
element - a very important element, :!.t ii'l ~ ~ .... 
wider study, the science of power", 

The marketing "channel of distribution" is often ie ~ e  
as a "system of exchange". It is indeed unfor<:•mat<:, 
however, that the vertical aspects of chau.-,!ls \\!!' ! 

been virtually left out of econumi·:: theo!y, . ~  ioi 
static market structure price dete:cmina.:loh, Tills h .. B 

been the case because economic analy>jis ~ l<l Jot take 
into consideration the nature of t:Le rl le '' .' d •. ~ t 

men. Economists have also labelled the ~ e a of 
advertising, legal regulation, etc., as 1n:arkec extern· .. 
ali ties', These two factors are precisely the !!;rounds 
on which many marketers have d:..ami .. aed the t ... Jeful•te.'l>. 
of economic analysis. Not only did economic analysis 
not include middlemen 1 s actions, it also e ~ea the 
effects of marketing on imperfect market8. 

Two points must be consi.dered &t this t:!me. First, 
Hawkins (196 7) has developed an economic approach vh.l.ch 
includes the middleman in the price/quantity ~  
With this approac:1, i.e introduces the concept of 
bargaining, which has been hereto.for.:: ~ ii  ln e"o
nornic i~e a e (see Figure 1). ~ ,.econ.i poin<. i.J 
the ma.1or .1ustification of this paper. Econon.iscs have 
traditionally viewed a system of exchange as a relu;.Ln
ship that exists between a buyer a11tl a seller. The 
exchange was defined by the class:!. :.:.1. ·ori<'e/q ~  ~  
model, and was ultimately determined (defined) i)y tct•: 
conditions of supply and demand. However, since the 
concept of bargaining has been introduced, one must 
now consider a third condition which wiLl uiL:tui<itfocJ 
determine price - that is power. 

While economic theory is relatively uncomplicate<l tba 
real world is not. There are many types of relatvm·· 
ships that may occur in an economic market, ar.d it is 
therefore useful to classify market conditions based on 
the degree of horizontal competition any member in a 
vertical channel faces, at all the different levels. 
Mallen (1967) and Hawkins (1967) have cited many 
different possibilities, such as: a monopolistic 
competitive seller with purely competitive buyers; 
purely competitive sellers·with a monopsonistic 
competitive buyer, which in essence is the scenario 
discussed in Galbraith 1 s theory of countervailing power 
(1954). 



Due to the growth of large retailing chains which were 
forced to respond to the power previously held alone by 
large manufacturers, many industries now have powerful 
countervailing forces on both ends of the channel. 
Since this is presently a common phenomenon, it will be 
used in part to explain and illustrate the model de
veloped in this paper. 

Generally speaking, when sellers arc more powerful than 
buyers, they can sell their products at such a price 
that the latter's margins upon reselli.ng would be 
minimal - the sellers reap all the 'pure' profits in 
the channel. Alternately, if the buyers are more power
ful than the Sl'llers, they can purchase the goods at 
the lowest price that just allows the manufacturer to 
remain in business -· the buyers reap all the 'pure' 
profits in the channel. When both the seller and buyer 
have relatively equal strength, an interesting 
phenomenon occurs - the art of pricing. 

This sets the stage for the present study, which is a 
conceptual, theoretically-based set of paradigms which 
exami.ne the nature of "channel-of-distribution" power 
through the price/market mechanism. The authors 
examine the usefulness of the model using an empiri.cal 
study of the relationship between small independent 
Canadian retailers and their suppliers. 

The ModPl 

In Figure 1, we see an economic illuRtrat:l.on that 
expla LnR a vert lca.L channel relationship. For purposes 
of c}nr 1 ty it incorporates only one middleman, never
theless, the nnalysis could easily be extended to any 
desired dimL,nsion. n~ l illustrates that manu
factur<>r demand prices ARm are established by the re
tailer's demand curve MRr, whose demand prices ARr wi.ll 
ultimately be established by consumer demand. 

Price 

0 

FIGURE 1 

ARr (Consumer 
Demand) 
AC (Retail 

r supply 
curve) 

MR (Manu-

AC 
m 

r facturer 
demand 
curve) 

M' 'M 1 --------:M':------> 
Quanti.ty 

*Area of Bargaining 

Source: Adapted from E.R. Hawkins, "Vertical Price Re
.Lationshi.ps" i.n "The Marketi.ng Channel: A 
Conceptual Viewpoint", B. Mallen (ed.), New 
York: John Wiley and Sons, Inc., 1967. 
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It is evident from the model that under the conditions 
of countervailing power there is a minimum and a maxi
mum pri.ce at which goods can be sold between channel 
members (i.e., exchange price). From Figure 1, one can 
see that the minimum price at whi.ch a manufacturer can 
sell quantity M (the jointly agreed quantity) to the 
retailer is price A, derived by the average cost curve 
of the manufacturer (ACm). This price i.s just enough 
to keep him in business. The maximum price that a 
manufacturer could sell the goods to the retai.ler i.s 
price E, that price whi.ch is the most the consumer 
would be wi.lli.ng to pay. Since prici.ng at exactly E 
would effectively allow no margin to the retai.ler, one 
would intuitively ask the question, 'why use the re
tailer'? If the manufacturer attempted to bypass the 
retailer i.n order to sell directly to the consumer, he 
would have to assume all retailing costs aswell as 
the manufacturing costs, which would change the ACm. 
Therefore, in order to lend reasonableness to the model 
the manufacturer must sell the goods at a price margi.n
ally greater than A. However, there is a broad range 
of prices at which the exchange can take place, re
presented by the 'Area of Bargai.ning' between prices A 
and E. 

From Figure 1, one can see how economic analysis can be 
useful i.n terms of understanding the effects of power 
on channel relationships. Quantity OM represents that 
quantity of goods at pri.ce E that maximizes the total 
revenue from the consumer, at the point of intersection 
of MCm and HRr (i.e., intersection of supply and demand 
curves). It is obvious that the manufacturer would pre
fer to sell quantity OM' at price D (equating MCm to 
MRm), which would maximize hi.s profit. However, if the 
market situation is one of monopolistic competition/ 
monopsoni.stic competi.ti.on, both will realize that the 
opti.mal deci.sion would be to maxi.mi.ze joint profits. 

When price C is the exchange price, there is a balance 
i.n the channel- a power tradeoff. Price C is where 
both maximize joint profit, and neither has a decided 
advantage over his channel partner. In other words, 
neither is exerting power. When the exchange price i.s 
above or below price C, one of the channel members is 
exerti.ng power. When the exchange price is in the 
range of C to E, the manufacturer would be consi.dered 
as the more powerful actor (assuming that power is the 
ability to influence the marketing strategy of other 
actors in a vertical channel). 

Price as an Indicator of Power 

Much can be said concerni.ng the exchange pri.ce i.n a 
vertical channel. The closer a manufacturer prices 
ACm, the less i.s lds i.nfluence on the channel. As the 
exchange price moves toward the final retail price, the 
stronger is the influence of the manufacturer. For the 
following analysis, in whi.ch there :l.s only one middle
man, when the manufacturer is said to be stronger, the 
implication is that the retailer i.s weaker (i.e., 
exerts less influence on the strategies in the channel) 
and vice versa. Weak and strong are viewed i.n terms of 
power, i.e., the ability to change the marketing 
strategy of another verti.cal channel member, 

Illustration of the Hodel 

To illustrate the many possible pricing strategi.es that 
can be employed in a vertical channel, we examine the 
case of the powerful manufacturer, the powerful retail
er, and the case when both have relative equal strength. 
Although manufacturer and retai.l strategi.es are of ob
vious importance, one cannot exclude consumer demand 
if the analysts i.s to have any practical value. In 
addition to channel pricing strategi.es, two types of 
consumer demand wHl be i.llustrated: that of a down-



ward sloping curve, and the market condition where the 
retail price is fixed. Retail prices would be fixed at 
a certain or given level when the consumers of Product 
W, for t'xnmple, do not believe that it is that much 
better or d l ff<•rt•nt !a ted from other products, and would 
not he wtlllng to pay higher prices for it (ollgopolis
tlc compl'tltion). 

It must be understood at the outset that when a manu
facturer raises his price to retailers, or when retail
ers lower the price they will pay to a manufacturer, 
one is witnessing more than simple bargaining. When a 
manufacturer raises prices to retailers, he is in fact 
lessening the steepn<'SS of his demand curve (ARm) forc
Ing it upwards. When a retailer can pay less than the 
price econom.ics would dictate, he is lessening the 
steepness of his supply curve (ACr), forcing it down
wards. The effect of the manufacturer forcing up his 
demand curve is to allow him to charge higher prices to 
the retailer. The effect of the retailer pushing down 
his supply curve .is to allow him to pay less for his 
purchases. 

The key point is that price changes are the result of 
repositioned supply and demand curves. These curves do 
not just n~ a  shifted, forced to n new 
pos! tion by tht• powerful ac:tor(s) in the channel. 
Hence, when the channel exchange price rises or de
clines, one is witnessing an act of power. The greater 
the dif fun·nc:c IJC•tween the actual channel exchange 
pric<e and price C, the greater is the power- that is be
ing exerted by one of the channel members. 

Scenario 1: The Powerful Manufacturer. 

When the manufacturer .!s strong enough (and knowledge
able) he will always attempt to equate marginal cost 
(MCm) and marginal revPnue (MRm) to determi.ne quantity 
rmd pr! c<•. Figure 1 shows the profit that would accrue 
tn the mmHtfaeturcr who equated MCm and MHm, when faced 
wlth a downwnrd ;;loping demand curve, selling a differ
entiated product. Equating MCm and MRm offers hi.m 
profit of 1-X-Y-D. The profit that the retailer would 
obtain under these conditions is D-Y-Z-F. It is evi
dent that the manufacturer is obtaining the lion's 
share of the profits. 

lf the manufacturer has extensively greater power, 
relat:lve to the retailer, he could produce quantity OM' 
(equating MCm to MRm), but sell that quantity at a 
higher price to the retailer, actually forcing the 
retailer's marginal revenue curve to the right (upward). 
Figure 2 illustrates the effect on both manufacturer 
and retai.l profit when the ARm (MRr) is forced upward. 
As the manufacturer raises the price (maintaining the 
sHme output) retail profits decline, until they are at 
a minimum. The manufacturer can continue to price in 
this manner as long as the retailer has no better busi
nl•ss alternative. It Is logical to assume that the 
manufacturer will allow- the retailer certain profits in 
order to stay In business. If one conceptualizes the 
shaded areas as the meaRures of power (instead of pro
fits), one can see that pricing strategi_es are good 
indicators of power. As the manufacturer e~ ARm to 
AHm' and eventually ARm'', the retailer is caught in the 
position of having to absorb the price increase himself. 
Thus, the reta_ller's power (and profit) is reduced as 
the manufacturer exerts his strength. In effect, re
tail power (and profit) is inversely related to the 
manufacturer's selling price. 

Another course of action is open to the manufacturer 
when his product is not highly differentiated from other 
products, nnd the retail price to consumers is (in 
effect) ,fixed, due to competition (oligopolistic compe
tition). S.ince the pri_ce .is fixed at the 'market 
level', the manufacturer will produce that quantity 
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which equates MCm to MRr since this will extract the 
greatest total revenue from the consumer. However, if 
the manufacturer is strong enough to shift the ARm 
(MRr) to the right, he will raise the price to the re
tailer without affecting the final price to the con
sumer. The effects of forcing the ARm to ARm' and 
eventually ARm' 1 are shown in Figure 3. The smaller 
the shaded area in Figure 3 becomes, the less power the 
retailer has. The higher the manufacturer raises the 
price, the more evident is his ability to change the 
marketing strategy (demand) of the retailer, and thus, 
the more evident is his power. 

Scenario 2: The Powerful Retailer (Dominating Power). 

As was the case of the manufacturer, the retailer will 
equate MCr to MRr when he has the knowledge and capa
bility of doing so. F.igure 1 illustrates the respect
ive profits earned by the retailer and manufacturer 
when the retailer attempts to exploit the manufacturer, 
which are B-R-S-G and H-T-R-B respectively. This 
graph shows that the retailer prefers to buy quantity 
OM'', with a corresponding higher retail price of G. 
In this scenario, the retailer reaps most of the 
prof1ts from the chHnnel, leaving much less for the 
manufacturer. If the profit areas are once again 
conceptualized as measures of power, the retailer is 
now exerting more strength relative to this channel 
adversary. 

When the retailer is much more powerful than the manu
facturer, he can force the manufacturer to sell quanti
ty OM'' at a lower price than B. Figure 4 illustrates 
what happens to the profits and power of the manu
facturer as the retai.ler forces the supply curve (MCm, 
ACr) ~~ a  to the point where the average costs of 
the retailer is shifting MRr to the left (downward) 
and MCr to the right (downward), which lowers the ACr• 
The acc:ompanying slope of the MRr (ARm) is steepened, 
rt>presenting a more monopolistic demand situation. 

The manufacturer 1dll sell quantity OM'' to the re
tailer at a price marginally higher than that of his 
average cost, as long as he perceives no better busi
ness alternatives. Once again, it has been illustrated 
that the power of any vertical channel member is in
versely related to the exchange price of the goods, and 
that power can be visualized as the profit area in a 
price/quantity model. 

When the environment facing the retailer is one of 
oligopolistic competition,- in which retail prices are 
very competitive, or even fixed, the retailer will want 
to purehase quantity OM (reasons are the same as in 
Scenario 1). However, if the manufacturer cannot ex
tract price C (Figure 1) from the retailer, the latter 
can force the ACr curve downward and buy the goods at 
lower prices, and still be able to resell them at the 
going market price. 

Scenario 3: Manufacturer and Retailer (Countervailing 
Power). 

"To begin with a broad and somewhat too dogmatically 
stated proposition, private economi_c power is held in 
check by the countenrailing power of those who are 
subject to it. The first begets the second. The long 
trend towards concentration of individual enterprise in 
the hands of relatively few firms has brought into ex
istence not only strong sellers, as economists have 
proposed, but also strong buyers as they have failed to 
see. The two develop together not in precise step but 
in such a manner that there can be no doubt that one is 
in response to the other". (Galbraith, 1954) 

Galbraith (1954) introduced the concept that competi
tion which is supposed to be the force behind the 
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'automatic regulator' in the market place, has in cer
~in situations been replaced by the 'countervailing 

power' of large buyers. This concept actually extends 
beyond the mere study of distributive channels but also 
to the rise of powerful trade unions, big government, 
etc. In theory, it results in lower retail prices, an 
increase in general social welfare, and greater 
efficiency. This may not be true in its enti.rety. 
Several economists, notably Hunter (1971) have demon
strated that multiple line retailers tend to develop in 
size mnlnly i.n order to exploit economies of scale in 
organizational and merchnndising techniques. Such 
scale economies certainly do include those of buying 
advantages which can bt>gin to make the case for 
counterval I i ng power. These retailers can negotiate 
prices and terms to the advnntage of themselves vls-il.
vis their competitors. Usually size of purchase makes 
the appropr!Htl' discount available whl.ch the small 
retailer prices. The variety chain store which has 
really developed since the early 1950's has a different 
oricntat:!on, These operations (e.g., Sears, Marks and 
Spencer, J.C. Penney, etc.) have channel integration 
and/or control as one of their strategic goals. These 
stores usually operate with a standardized, though 
wide, line of merchandise, standard layout and store 
style, a national catalogue or mail order operation as 
well as directly hierarchical organization, training 
and financing programs. These stores can and do exer
cise "countervailing" and sometimes "dominating" power. 

Figure 1 shows the power (and profit) of both manu
facturer and retailer when both perceive that they can
not affect, to any great extent, the marketing strategy 
of the other, which are A-U-V-C and C-V-W-E respective
ly. When this state is reached, the power as ill u-
s trated by the rectangular region A-U-W-E, is equally 
shared by both. However, as the manufacturer attempts 
to raise the exchange price (Figure 2), or as the 
retailer attempts to lower the exchange price (Figure 
4), the power bases shift. As Figure 5 illustrates, as 
the manufacturer exercises his power, shifting ARm to 
ARm' and ultimately ARm'', the shaded area gets larger, 
and the retailer pays the price, yielding his position 
of equality, or seeks new business opportunities. 

An Empirical Study 

This study was conducted in February 1980. Sixty-two 
manager/ownen< of small independent Canadi.an retail 
outlets furnished responses to a mail questionnaire 
asking for their opinions on a number of issues con
cerning the relations hip between themselves and their 
suppliers. The· retailers were asked to respond to 
statements concerning the power that a manufacturer 
derives from using specific 'brand names'. The study 
(Wieskopf, 1980) revealed strong agreement with the 
following propositions: 

1) the retaller is willing to pay a prem:ium price (10% 
more) for a brand name; 

2) the retnilc'r is more willing to pay a premium price 
when the manufacturer provides financialassistance; 

3) the retailer considers quality, fit, price, total 
product mix, and other service variables as import
ant as brand name; 

4) as retailers use more brand name products, they ex
pect mon• marketing services from the manufacturer, 
such as advertising, personal business advice, mer
chandising assistance, etc.; and, 

5) as rt.'tai.lers use mon• brand name products they tend 
to n•ly on and expect better credit provisions from 
the manufacturer. 
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TABLE 1 
MANUFACTURER POWER SOURCES 

Power Variables 

manufacturer stipulation of order 
size 

manufacturer stipulation of 
delivery 

manufacturer freedom to alter 
order composition 

manufacturer ability to dictate 
price 

manufacturer provision of 
business aid 

manufacturer provision of mer
chandising assistance 

manufacturer willingness to 
collect receivables 

riskiness of changing suppliers 

Implications 

Literature Terminology 

legitimate 

legitimate, coercive 

legitimate, coercive 

legitimate, coercive 

expert 

exPert 

legitimate, reward 

reward, identification 

The results of the survey indicate that a majority of 
the retailers that responded exist in an environment 
deptcted by our first scenario, i.e., the powerful 
manufacturer. The dominating characteristics of this 
scenario are that the manufacturer can stipulate order 
size (quantity), alter order composition and dictate 
price. Due to the extent of these manufacturers' power 
basis, one cannot conclude that brand name alone is the 
most important or relevant power source. Credit avail
ability, financial assistance as well as the offering 
of other marketing mix variables are as important to 
the retailer as brand name. This gives substance to 
our position that to attempt to identify and quantify 
all power sources, especially in the scenario of a 
dominating channel member, would be a wieldy task. 
However, there is a set of variables that are cited as 
major power sources of the manufacturer which can be 
identified and quantified. These variables are the 
manufacturers' ability to dictate price as well as 
quantity. In our terminology (Figure 2), this is the 
ability of the manufacturer to choose to produce and 
sell quantity OM', at priceD, or D' or even D'', 
depending on the degree of his strength. Moreover, the 
relative strength of the manufacturer in relation to 
the retailer can be measured using the actual exchange 
price and the corresponding profit areas as the indi
cator. In our study, the willingness of the retailer 
to pay a premium of 10% for a brand name product (which 
is the willingness to allow the manufacturer to control 
the decision variable 'acceptable price' -i.e., the 
shifting of ARm to ARm' to ARm'') as well as the will
ingness of the retailer to allow the manufacturer to 
stipulate quantity without the usual corresponding 
alterations in price level, is a clear economic example 
of extreme dominating manufacturer power. 

Conclusion 

We have demonstrated that in a vertical marketing 
channel, the extent to which a channel member can shift 
the demand and supply curves of another member is a 
good measure of one's power. A good indicator of this 
power can be seen in pricing strategies of the classic
al price/quantity model. Hence, power can be viewed 
as the ability to reduce the rectangular profit area 
of another member, by forcing that member to alter his 
marketing strategy. As always, when one attempts to 
practically apply theory to the real world, many 
assumptions must be made. This analysis assumes that 
each firm has the ability to estimate cost, supply and 
demand curves, and that every actor in the system is a 
profit-maximizing firm. 



Power :Is a direct consequence of the ability of a market 
actor to Hhlft hLs demand or Hupply curv<'fl exogenously. 
Usunlly this bt·n<'fli. ncc,rtH'H to the particular actor 
h:imself, Wltnt W<' "'''', then, Is that the relat·lve ease 
of portrny In;( l'rollomlc <'V<·ntH can perhaps lead to a 
dlfft'r<'nt tmd<•rst:utcllng or socln.l relnttcms. Thus we 
try to lnt.<•rpn•l Hoclnl lnlernctltli\H hPtwN•n eh:mtwl 
members hy the economJc :Impact of those actions, Ad
mittedly we have ignored the possibility that the drive 
ttl power Is possibly satisfied by economic means itself; 
·thus ~ e in  the clrcle - power feeds power! Rather, 
this analysis was confined to a synthesis and review of 
the not:lou of the economic consequences of channel 
power. 
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DEMAND CIIARI\CTERISTlCS AS DETERMINANTS 
OF J3EHAVJOR: AN UNCONSCIOUS EFFECT 

.Joseph .I. Belonax .Jr., Western Michigan University 
.Joseph A. llP lU zz 1, Colorado State University 

Abstract 

Tlw env l ron men tal setting and the willingness to part
icipate in a study may contain within themselves 
enough Information to unconsciously influence the per
formance of subjects. A 2 X 2 factorial experiment to 
test thc•se hypotheses is reported. Results support 
both hypotheses. 

Introduction 

An extensive body of literature has accumulated con
cerning dPmand artifacts in behavioral research 
(Hosellthnl and Rosnow, 1969). Only recently have 
cons11mt·r rt'SL•archers (S;lwyer, 1975; Reingen, 1976) 
t·ollcerrwd t.IH•mHc·l ves with Ornl' 1 s (1962) proposition: 

... a sub]Pct's behavior in any experimental situation 
w 1 ll lw de t:e rmlned by two sets of va riabies: (a) 
those that are traditionally defined as experimental 
vari.ables and (b) the perceived characteristics of the 
experiml'ntal situation. 

The latter variables, demand characteristics or art
ifacts, are additional unspecified factors that may 
affect a subject's performance in an experiment at1d 
thus pose serious threats to both internal and ex
ternal validity (Campbell, 1957). 

What are these unspecified determinants and how do 
they affect performance? Initially, Orne (1962) ident
ifies them as the totality of cues which cover an exper
imental hypothesis to the subject. Later, Orne (1969) 
gives recognition to the influence of a subject's role 
when he states: 

"Insofar as the subject cares about the outcome, his 
percept ion of his role and of the hypothesis being test
l'd w.I I I becume a >cdgnlf lean t determinant of his behav
ior. 11 

According to tills perspc,ctive, the totality of cues 
influence behavior when three conditions are met. 
First, t:he cues,' to have any influence, must be per
ceived by the subject. Second, these perceived cues 
must convey an L'xperlmentcr's hypothesis. Third, the 
pl'rceivl'd cues must define the role of a subject 
because t:he responsc' of a subject is a function of the 

~ ea ~  

Empirical research on demand characteristics has focus
ed on these conditions. 

R(eS<'arch on the "cues" aspect of demand characteristics 
has c<mcc•rned itself with identifying their nature and 
occurrence in an experiment. The cues that increase 
the probab L l i ty that a subject has recognized and 
interpreted the experimenter's hypothesis have been 
found to occur be fore, during and after an experiment. 

Rosenthal and Rosnow (1969) suggest that a subject's 
prior knowledge about an experiment, past experimental 
experience, and pre-treatment instructions or measure
menU; have the potential of being used to identify an 
experimental l1ypothesis prior to the subject's partic
ipation in the actuaL experiment. 
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Cues that may convey the experimenter's hypothesis 
during an experiment take many forms. Grice (1966) 
shows that the use of a particular research design 
(within-subjects) suggests change to subjects. 
Silverman's (1968) results show that the atmosphere of 
the experimental setting is a potential demand charact
eristic. The use of deception during the experiment 
(Kelman; 1967), if obvious, generates greater recog
nition of the experimental hypothesis. Rosenthal 
(1969) in his study of the experimenter-subject inter
action found that the sex, age, race and gestures made 
by an investigator led to increased awareness of the 
hypothesis in question. The message, source and con
tent effect on suspiciousness of experi.menter's intent 
has been found to have some effect on the recognition 
level of subjects (Rosenthal and Rosnow, 1969). 

Post-experimental cues may aftecc a subject's awareness 
of the intended hypothesis. Upon completion of the 
subject's participation in an experiment, the inquiry 
instrument has the potential to suggest an experiment
er's hypothesis (Stang, 1974). Further, because sub
sequent questioning of these subjects often shows an 
unwillingness to disclose their suspicions, the re-, 
searcher is, a·t times, unsure of any demand bias in 
their performance. 

Research on the "role" aspect of demand characteristics 
has concerned itself with identifying the role a sub
ject may adopt in an experiment. In all cases, it is 
assumed that the subject is suspicious of the exper
imental hypothesis. 

Orne's (1962) original statements were based on the 
observations and behaviors of cooperative volunteer 
subjects. He assumed that the goals of science in 
general and the success of an experiment in particular 
were enough to motivate the volunteer to comply with 
any and all experimental instructions. In this case, 
the subject might adopt a "good" subject role and 
confirm what she/he believes to be the experimental 
hypothesis. 

Three other roles with different effects have been 
identified. In a study to test the effects of decep
ti.on on an incidental learning task, Fillenbaum (1966) 
found no significant differences among deceived and 
control group. This led him to conclude that character
istically a subject is "faithful." Because a subject 
does not act on his/her suspicions, a faithful subject 
role occurs. Agryis (1968) suggests that second
guessing and beating the researcher at his own game may 
be commonplace in experiments. The "negative" subject 
role occurs when a subject tries to disconfirm the sus
pected hypothesis by performing in a random or contrary 
manner. The effects of a fourth subject role was char
acterized by Rosenberg (1969) as the "apprehensive" 
subject. This subject approaches an experiment with 
the expectations that his/her performance will be eval
uated. If the subject's initial suspicion is confirmed 
in the early stages of the experiment, the subject will 
perform in such a manner that it will result in a pos
itive, or at least no negative, evaluation. 

In an attempt to capture the substance of the liter
ature and provide a better understanding of how the 
totality of cues affect behavior, Rosnow and Aiken 
(1973) developed an integrative artifact model. 



Using roll' theory and ~ i e  s (1968) information pro
cessing tltc•ory of social influence their model states: 

"Our central thesis is Lltat there is a trichotomy of 
mutually <'xt·lusiv<' and L'xiwustive states of behavior 
(compll;lnt:l't n n n i ~  tllHI ('Ottlllt'r('nmpJI;JJh't') wlli('ll 
L'illl bt• H<'t'll iiS till• t•l!d prodttcl ol" lilrt'<' l'Oil)Oilt[ llH'tli
iilOrs (n•t'L'Jlt I vi Ly, mollvnt Lon ;tnd capitbi.ll Ly), and 
Lh:tl a ~  lndl'p<•ndt•nt variableH al.fecl till' ultimaLL' 
lltlLL'OlllL'S of t'Xl'L'l'"i.mt'lll S by indirectly i.mpinging on the 
behavloral states at any of the mediating points." 

According to their model, demand artifacts will influ
ence behavior only when (1) the subject has adequate 
reception of the demand characteristics - or percei.ves 
the t•ues, (2) is mol!vatc•d to respond positively or 
negatively - or adopts a role, and (3) is capable of 
cxprc•sslng tile motlval ion behaviorally. ln :tlJ other 
cases, ill•havlor is overtLy unaffected by till' demand 
dlitractc•rist!c. 

The purpose of this study is to determine if subjects 
may be unaware of demand artifacts and yet influenced 
i.Jy tltem-:--1\:1;;- -demand artifacts, environmental setting 
and willingness to participate, are operationalized as 
independent variables and their n n i ~ effect on 
performance .is examined. 

flccording Lo Lite Rosnow and Aiken (1973) model, at the 
point of recl'ption the major concern is with conditions 
that affc•ct the subject's adequate reception of inform
ation t·onn•rni.ng L'Xper-imc•ntal cues and expectations. 
flccoJ·dingly, tile artlfaclual variable environmental 
selling ls dtost'n and dlclwtomized to scientific 

n ~ and non-sc.ientific setting. !It the point of 
mot ival iun, the sc•cond mediator in the chain, the sub
ject's will!ngJwss Lo participate is believed to rep
rescn l ;H'<Jtt I L'Hccnt motl vat f. on, whlle unw i l1 i_ngness to 
p;Jrt lc I pntt• ~ en  n ~ a e  mol-_ivation. 

Tile• wl II !ngnc•ss to participate is di.cltotomizcd to vol
unteer subject and non-volunteer subject. Finally, at 
the point of t:apabil ity, the subject must: be able to 
manifest lti.s motivation behaviorally. To give direc
tion to Lite• subject's lwilavior a statement of consensus 
findings cont:ern.ing tile length of a Volkswagen relative 
to a Grand l'rlx Pontiac accompanies one of six ques
tions ln il survey. '!'Ito subject is asked to indicate 
his/her percq1tLon of the relative length o[ these 
automobilt•s. Tlw subject may agn•c or disagree, i.f so 
motivilt<•d, wltl1 Llw t'<>llscn;.;us stat<>ment and manifest 
litis agr<'L'lll<'Ill or i ~ n  e a i ~ l.ly. 

llypothesis 

WL• know 1 iLtiL· aiHlllt h'lW till· '"tvironmenta.l sett.Lng 
ill.fects a subjt•ct's beltavlur. However, the fact that 
Llu.· physil';ll surrot111dings suggL'sl "sclen<.:c 11 shouLd 
lttdgltLL'n the su!Jjl't'L;s reception to informal ion. ln
din•c·lly, Webe·r and Cook (I'J72) provide some l'Vldencc 

~  St' It-ttl II lc sc•ll ill)', is llkl'ly Lo <H"l iVill<' il good 
sub)t•t·l role·. Tit'' rt'H<'ilrt·IJ 011 tll>tt-scll'nlll iL" seLLing 
I,.; I !mill'd to sLudil'H ol- all.Jlude change·. Silvc•rman 
(JLJhil) did [ind thal subjects arc more acquiescent to 
'' persuasive ml'ssage when it is presented in the con
tl'xt of a psyclto log Lea 1 experiment than when it is pre
sented Ln a naturalistic setting. Although studies on 
environmental setting are few in number, they do 
suggest that setting may differentially influence a 
respondent's behavior. 

We hypothesize that when subjects are placed in a 
scientific setting they are more likely to be uncon
sciously affected by the atmosphere and respond diff
erently than those subjects in a non-scientific setting. 
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In an excellent reviev1 by Rosenthal and Rosnow (1969) 
the volunteer subject has been shown to characterist
lcal Ly differ from the non-volunteer. However, as tlte 
authors suggest, little is known about the effect of 
using volunteer subjects. Orne (1962) in his study on 
dc·mand cltar<H'tPrl Ht lcs worked with voltmteers. Tlwy 
ilJlfH'ar<·d to lw so c<HlJll't·ative that he termed them good 
suhjects. One way of assessing the magnitude of volun
teer bias in a study is to use non-volunteers in the 
same study. That is, although volunteers are solicit
ed, both volunteers and non-volunteers are actually 
used. 

We hypothesize that volunteers are more likely to be 
unconsciously affected by their perceived role and 
respond differently than those subjects who do not 
initially volunteer. 

!Is mentioned earlier, subjects must be capable of ex
pressing their motivation behaviorally. To accomplish 
this, subjects were asked to indicate the length of a 
Volkswagen relative to a Grand Prix Pontiac. This 
question was accompanied by a statement of consensus 
findings (you might be interested to know that most 
students believe the VW is 70% as long as the Grand 
Prix). An earlier pretest on this question ensured us 
that the subjects were able to estimate 70% of a line 
with significant accuracy. The dependent variable in 
this study was defined as the mean of the absolute dev
iation of a slash (made by Ss) from a point that was 
70% (105mm) from one end of a line. 

Because we sought to measure the unconscious effec:t of 
the two artifacts on performance, we had to eliminate 
those subjects who were capable of "verbalizing" our 
hypothesis. For the remaining subjects, we interpret 
a small deviation from 70% as an unconscious attempt to 
validate the experimenter's hypothesis. 

Therefore, hypothesized in this study are the following: 

Hypothesis 1: Volunteers are more likely to be uncon
sciously affected by their perceived role than are sub
jects who do not initially volunteer. Thus, volunteers 
are more likely to validate the experimental hypothesis 
by deviating less from a point that is 70% from one end 
of a line, than are subjects who do not initially vol
unteer. 

Hypothesis 2: Subjects who arc placed in a scientific 
setting are more likc•ly to be unconsciously affected 
!Jy the environment titan are subjects wlto are placed in 
a non-scientific setting. Thus, subjects in a scien
tlfie setting are more likely to validate the experi
mental l1ypothes!s, by deviating less from a point that 
is 70% from one end of a line, than are subjects in a 
non-sc.ientific setting. 

Procedure and Methodology 

'l'o estabLish a llcnelunark m<'asure, a pretest of 48 sub
JcctH1 pc•rl'e·pliDil:o rl'gardlng the length of a VW rc·la
llVl! to a Crand Prl.x was conducted. In addition, to 
determine how accurately the subjects could indicate 
various lengths on a line, they were asked to estimate 
66 2/3%, 70% and 75% of a line. Based on the pretest, 
most subjects estimated the VW to be 104.2 mm which is 
approximately 70% of a 150 mm line. Further, the sub
jects were able to estimate 70% of a line with a mean 
absolute deviation of 3.8 mm. 

Sample 

On the basis of a brief request for volunteers made by 
a graduate assistant (the same person in all cases), 
subjects were clustered into groups of five and 



nsstgnc•J to e!lhc'r a Hclentlflc setting (psychnlogical 
n ~  lnhor;llorv) or a non--HCi{'lltffJc l'I1VJron

""'"' ( lal")',c ··1'-"'HCP<HII). Sul>ic•c·t.·< who d.!d tl<>l !nittu.lly 
v<>luntc•er wc.•t·,. alHo asslgttc•d Lo one ol the Lwo settings. 
The rcque!Jt !'or vo lunleen< and the instructions given 
l.<> the subJc•c'LH Wt'rt' Jde·ntlca!. !I total of 100 male 
and fc•male undergraclualc!l en~ aftslgned to one of four 
t rea tmr!n t group8. 

l'rncedun• 

,\ mal" ,.,,,urce J n troduced the study as the i ~  part of 
a two pnrt study designed to identify what they as 
individuals thought about one topi.c - the automobile. 
They were asked to answer questions regarding (1) their 
experience with any of sixteen named automobiles, (2) 
most Jmpurtant features considered prior to purchasing 
an automobile, (3) rank order in importance, fuel
ecunomy, performance', size of car, (4) the length of a 
V\v relnl !ve to a t:rand Prix, (5) their agreement on one 
of two statements deal !ng with the relationship of 
hor.<Jeji(JWl't" and rue I ecPnomy, (6) their awareness of 
advertis.lng cnmpaigns for any of sixteen named auto
mobiles. After the study was completed, subjects were 
given u post-experimental questionnaire. They were 
asked about Ll>c suspicions they may have had regarding 
th<' purposP of the study. 

Research Design 

!I 2 X 2 factorial, consisting of two levels of willing
m•,qs t<J part fc !pate (volunteer vs. non-volunteer), and 

~  J.PVPJ.R of e~n nn en a  Setting (scientific VS, 

non-· scient l[ !c) was empl.oyed. The dependent measure 
was defined as the mean absolute deviation from a 
point located 70% :>.long a line (this point was not in
dicated on the test instrument). A two-way analysis 
of variance was used to test for main effects. 

Resulto< 

!llt!Jnugh tilv purpose of the study is to measure the 
IIIH'<>JlfWinllH pffect of two artlfacts, we begnn with nn 
n1111l yn !H of '!1. UH<lh I,. n•,;ponHeH to obfterve the change 
In the· rumlls ohtn.lned from u.l.l Hub]ecttJ and from 
llt<>i<e who could not verbalize our hypothesis. The mean 
responses for all the subjects is found in Table 1. 

TABLE 1 
MEANS OF THE ABSOLUTE UEVI!ITION 

FOH !ILL SU!l.JECTS 

SETTlNC 

sc IENTIFJC NON-SCIENTIFIC 

NON VOLUNTEER 21.30 16.22 

VOLUNTEER 17.04 23.13 

19.17 19.67 

18.76 

20.09 

!In analysis of variance on the mean responses results 
ln a significant interaction effect for experimental 
setting and willingness to participate (F = 5.7526, 
p < ,OJ). The matn effect for both artifacts is not 
sl;tnificarit (F. 3241, p < .57; F = .0461, p < .83). 

On the baHIH of the post-experimental inquiry, subjects 
were d!rnfnatvd from the analysis (VOL/EXP = 4; VOL/NAT 
= 7; NVOL/I·:XI' ~ Y, NVOL/N!IT = 6). They were able to 
verbal IZL' the intended hypothesis of the study. The 
mc'nn r'eiiponfte·s for tlw remaining 66 subJects were used 
IIH a mettsttt·e or Llw unconsc iouH effectH of two vari
abl<'H. Table• 2 shows the mean response for this group. 
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TABLE 2 
ABSOLUTE DEVJ ATION MEANS FOR SUBJECTS 

UNAllLE TO VERBALIZE l!YPOTHES 15 

SETTING 

s CIENTIF!C NON-SCIENTIFIC 

NON VOLUNTEER 17.43 20.06 

VOLUNTEER 12.53 17.44 

14.98 18.75 

18.87 

14.77 

An analysis of variance on the mean responses is pres
ented in Table 3. The willingness to participate is 
significant at the .06 level, while environmental 
setting is significant at the .07 level. Although the 
joint additive effect is significant at the .02 level, 
neither main effect is at the conventional .OS level cf 
significance. An examination of the differences be
tween the row means and column means and a sample size 
of 66 suggests that an error rate of .10 is acceptable. 

TABLE 3 
ANALYSIS OF VARIANCE ON M ~ 

ABSOLUTE DEVIATIONS 

SOURCE ss df MS 

MAIN EFFECTSa 517.69 2 258.85 

W* 229.15 1 229.15 

S* 241.41 1 241.41 

W X s 21.20 1 21.20 

ERROR 
(W. Cell) 4,197.04 62 67.69 

TOTAL 4,735.94 65 

a = join additive effects of W and S 
W* volunteer, non-volunteer 
S* • scientific, non-scientific 

Discussion 

F 

3.82 

3.39 

3.57 

.31 

P. 

0.027 

0.071 

0.064 

0.578 

When all the subjects are included, the analysis sug• 
gests that the volunteer subjects across settings res
pond in the intended manner. The non-volunteers in a 
non-scientific setting respond contrary to our expect
ations. In all cases the mean absolute deviations are 
large, indicating very little willingness on their part 
to validate our hypothesis. If we assume that all the 
subjects did not recognize and interpret our hypothesis 
we are left with an ambiguous interpretation of the 
interactive unconscious effect of two artifacts. How
ever, when the subjects who recvgnize and interpret 
our hypothesis are eliminated from the study, the art
ifactual variables appear to have an unconscious and 
systematic effect on their responses. 

An analysis of the post-experimental inquiry for the 
eliminated subjects is revealing. Volunteers who rec
ognize and interpret the hypothesis react contrary to 
the statement of consensus findings. Their responses 
are. extreme, and appear to represent a reaction to 
being deceived. The non-volunteers placed in the 
scientific setting also have extreme responses. 



However, their responses are more a reaction to their 
being coercl'd into participating in an experiment. 
Finally, Lilt• responses of the non-volunteers in the 
non-scit'lll Ll ic ,;etLi.ng are less variable than any other 
group of subjects. From Ll1elr post-i.nquiries they 
appear to l1e more concerned with completing the ques
tionnaire than with expressing their true feelings. 
Unlike, the other non-volunteers, their responses seem 
lo reflect an "T gave you what you Here looking for" 
attitude. 

When these aware subjects are eliminated, He are left 
1dth the concLusion that subjects Hho can not verbalize 
an experimental hypothesis are nonetheless influenced 
by two artifactual variables. 

Voluntee1·s, on lhe av<'ragc>, have Less variability in 
tlll'ir rt'SJHlllst·.· Llkt:wlst', subjects in the scientific 
st•llln);, on lilt' avL•r:t)',''• haVL' ·l,.ss variabiLity in tbelr 
rt•spollsl's. I r Wt' assume l hat smaller absoluLL' dcvla-
Lions an• an unconscious atLL:mpt Lo validate a11 experi
menta.l hyputbes ls anJ larger absolute deviations an 
unctliiScious attempt to invalidate the hypothesis, the 
data suggcsls Lwo observaUons. First, even though 
sub.iL'Cts arL' 11alve al)l)ut an experimenter's hypothes.is 
tilt• comlllltHn: crc·alvd !.11 Llli.s stu.dy appc:ar lo sysLL,m-
ntlc,'llly illrlul'tlCt' Lhl'ir JH•rformnnct..'. Sl'.cond, tilt•. c·nv-
ln>nllll'llial .•<t•lling of a psychologlc::L Labornlory and 
lhP wi.lll11gness Lt> a i ~ e appc·nr to <'t>lllnln within 
t hvmHt•l vt•s l'IHJtlgl1 In rormal. iun (l'lll'H) Lu c-aust• <In uncon

scluus ell eel. 

Conclusion 

This study raise's important issues with regard to the 
c•xlernal va 1 I d ity of laboratory research. 

Can we gL,neralize our findings in the scientific setting 
to non-sclL'IILific SC'tlings'? This study suggests He 
can 1 l. Can we generalize the findings from volunteer 
subjects lt1 llt>ll-volunlcers? This study suggests we 
call' t. ~  ··an we say? 

j 11 till' LlbSL'I\Ct' tl f .le<J rnlng an l'Xper imenter 1 S hypothesis, 
th•' env inmmc•ntal setting and willingness to partici.pate 
contain within themselves enough information to uncon
sciously inflLll'IICe the performance of subjects. For 
rcsearchl·rs n a ~  in consumer Gchavior experiments, 
!wing nwnn• of dL'mand characteristics is the first step 
La ken Lu reducL' LIIL'l r ln flucnee. 
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DETERMINING THE SALIENCE OF 
RELEVANT REFERENTS 

Myron Glassman, Old Dominion University 
Robin Wlnn (Student), Old Dominion University 

Abstract 

How the ellc:itation question wording suggested by 
Fishbein for determining relevant referents affects 
the set of relevant referents and how these sets 
differ in predicting Fishbein's subject.ive norm were 
examined. El.icitation question wording affected the 
types of and frequency w.ith wh.ich referents were 
elicited. No differences in the ability of these 
sets to predict the subjective norm were found. 

Introduction 

The nature of the elicitation procedure suggested 
by Fishbein for determining salient referents has 
many implications for users of Fishbein's extended 
model. Methodologically, marketers need situational 
flexibility so that salient referents aren't excluded 
and non-salient ones aren't included. Strategically, 
knowing relevant referents indicates whose opinions 
can have an ef h!c t on behavior. Conceptually, the 
aggregation of these relevant referent's opinions 
determines the perception of the desires of the "gen
eral.ized other," i.e., the subjective norm (SN). 
Thus, the purpose of this paper is to determine 
(1) the extent to which different elicitation ques
tions result in different sets of relevant referents 
and, (2) the set that is the best predictor of SN. 

Method 

A study was conducted in two phases. The initial 
phase of the research involved composing a question
naire to determine "important others" for buying 
sunglasses, automobiles, T.V.'s, and raincoats. 

The following questions were selected because they 
represented operationalizations that would logically 
follow from the conceptual framework behind the 
normative component (Fishbein, personal communica
tion). (l) SK[NF: From what sources would you seek 
information about (product name)? (2) AGR: What 
·sources-;.;-.;ld you want to ~ee with your buying 
(product name)? (3) 01': Whose ~ini n  about buying 
(product name) would you value? (4) FE: Who do you 
think would have feelings about whether you should 
or should not buy-(produc.t name)? Each respondent 
reacted to each question and each product only once. 
A content analysis was performed, and the most 
frequently mentioned referents for each of the 
products and for each of the questions were recorded. 
A total of 350 valid surveys were collected. 

The results of the Phase 1 elicitation survey were 
used to construct the Phase 2 questionnaire. The 
purpose of Phase 2 was to determine whether the 
different wordings used in Phase 1 yielded sets of 
referents that varied in their ability to predict 
SN. Seven place bi-polar scales were used to 
determine normative beliefs, motivation to comply, 
and the subjective norm. 
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Results 

There were definite wording effects. For all four 
products, Kendall's W was not significant. This 
means that the frequency with which a referent was 
mentioned, and hence according to Fishbein its 
"importance" rank, varied according to the elicita
tion question asked. 

The methodological implications are that the marketer 
has little flexibility in the way he can ask elicita
tion questions because the strategy used to increase 
the normative desirability of his product will vary 
as a function or the question asked. For example, an 
auto marketer's strategy would be affected by the 
elicitation question wording. Had he asked SKINF, 
the fact the car was well received by consumer 
guides would be stressed. Had any of the other ques
tions been asked, the ad's main focus would be on 
the spouse. 

The conceptual question of which elicitation question 
gives the best set of relevant referents can be 
answered by looking at the SN-ENBiMCi correlations. 
Using Fisher's Z transformation to test for signifi
cant differences among the correlations, it was found 
that for a given product category, none were signifi
cantly different. It appears that these different 
ENBiMCi's are accounting for different parts of the 
variance in SN. The correlations, while significant 
at p < • 01 they ranged from • 254 to • 654. 

While none of the elicitation questions yielded a 
set of referents that did a significantly superior 
job of predicting SN, an examination of the average 
correlation coefficients for the various wordings 
suggest that AGR's and OP's set of referents may be 
"best" at predicting SN. Unfortunately, the strate
gies based on the two wordings are quite different, 
irrespective of product category. 

Discussion 

This study has not discovered the "best" way of 
eliciting relevant referents. It has, however, 
pointed out the strategic ramifications of the 
problem and, hopefully, will encourage further 
research on the issue. 



'J'JIIo: J•:FFECTS OF 'l'l}IE ON Tl!ll STABILITY 
OF THE DETERMINANTS OF iNTENTiON 

Myron Glassman, Old Dominion University 

Abstract 

An .investigat Lon of the stability over a three month 
period of the rcJativ<: importance of the attitudinal 
and normatlvl' components of Fishbein's intention model 
Hhowed a ec•rtaln amount of instability. However, the 
changes in marketing strategy as a result of this 
instability were few. 

Introduction 

In the early 1970's, marketers began investigating the 
a ~  nr lhv lht•t>rftos of Marlin Flshbcdn 
(FishiH·In and Ajzc•n, 197'>). IJurlng the• ffn.;t part of 
t IH: det ·;1Jt', t ill' rt•st•a r(' h <:t>!ll L' red on h J s ( ~  laney
value altllud<' model. This mode.l views altitude (A) 
as the sum of the sal lent lwllefs (bl) about the out
comes of performing a behavior welghted by the 
evaluation (c 1) of those outcomes. Mathematically, 
the exp<'JH.'lancy-va.lu<' f ormu lat ion can be_ represented 
as A = >:b 1e 1 . 

With i.n a ft,w years, marketers had turned to Fishbein's 
extended model. This model was deslgned to predict 
behavioral intention (Bl) which was assumed to mediate 
actual behavior (H). Intention was viewed as being 
determined by the attitude toward performing the beha
vior (Ag), i.e., the extent to which the customer felt 
that his performing the behavior was a good or a bad 
thing to do, ant! the subjective norm (SN), i.e., the 
consumer's feelings about the extent to which "impor
tant others" want or do not want him to perform the 
behavior. '11"· relative importance of AB and SN is deter
mlned through the use of multiple regression analysis. 
Mathemat ica.lly, the model can be represented as: 

ll (1) 

The determinants of A8, belic•fs and thelr respective 
evaluations, Wl,re discussed earlier. The determinants 
of SN url' (1) normatlve beliefs (NB1), i.e., feelings 
about the des in's of Hpecl f lc referents ... people 
whose oplnlons Rbout the performance of the behavior 
an· fe It Lu lll' "important" anJ (2) the motlvnt Inn to 
cump Ly (M<' l), I.e., Lhl' <'xtl•nt Lo whl ch the referent 1 s 
wi.Hhl'H are t·ompllet! with. M:1thematicaUy, SN can be 
rt•pn .. 'HL'Illcd as: 

(2) 

By 1975, there had been enough tests of the extended 
model to warrant a review article (Ryan and Bonfield, 
1975). While the extended model has been used to 
predict many marketing and non-marketing behaviors, 
lncludlng smoking marijuana (Bearden and Woodside, 
1979), a number of issues still remain. These issues 
indude: (l) the ability of the model to predict indi
vidual brand choice (1\ass, 1972); (2) the formulation 
of the normative component (Glassman and Fltzllenry, 
1976); (3) the casual nature of the model (Dickson and 
Minard, 1979); and (4) the appropriateness of using 
multiple regression to determine the relative impor
tance of al t iludlnal and normative influences. 

The use of multipJc• rvgression has been questioned 
becauHe or llw inherent lnstabJ llty of regresHion 
CUl,fficlc·nls. 1\ven Fishbein reels that this is a 
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weakness of the model. However, he has defended its 
use by saying that despite its inadequacies, multiple 
regression is the best technique currently available 
(Fishbein, p.c.). This instability can be concep
tually and strategically troublesome. Conceptually 
it can be troublesome because the regression weights 
represent the relative importance of attitudinal 
(psychological) and normative (social) influence. 
While the weights are expected to vary over time, 
populations and products, one would expect the 
weights, if they are psychologically meaningful, to 
remain stable for different subsamples of the same 
population, responding to the same questions about 
the same products within a relatively short period of 
time. Stabl.lity is important strategically because 
only an attitud Lnal message, i.e., a message design••d 
to change salient beliefs and/or their respective 
evaluations, should have an effect on the intention 
to perform an attitudinally determined behavior. 
Likewise, only a normative message, i.e., one that 
deals with the social desirability of the product 
or its use, should have an effect on a normatively 
determined behavior. Changing the "wrong" component 
of the model should have no impact on buyer behavior. 

The purpose of this paper is to examine the relative 
stability of these regression coefficients. If they 
are found to be stable, then those who attribute 
significant psychological meaningfulness to the 
weights for segmentation and other strategic purposes 
could feel somewhat more confident in doing so. 
Should the weights be unstable, it could cast some 
serious doubts about the usefulness of the model. 

Method 

Phase 1 - Questionnaires were distributed to 160 
women shoppers as they entered a neighborhood Chicago 
area supermarket. The questionnaire (see Appendix A) 
was a semantic differential type scale suggested by 
Fishbein (Fishbein and Ajzen, 1975, p. 309) that 
ascertained the respondent's attitude toward buying, 
intention to buy, beliefs (and their respective 
evaluations) about buying, normatJve beliefs (and 
their respective motivation to comply) about buying 
each of the following products: Tide and Cheer 
detergent, Jay's and Lay's potato chips, Standard 
and Shell gasoline, and Hill's Bros. and Folger's 
coffee. Usable questionnaires were returned by 126 
women. 

Phase 2 - Because the paper deals with stability over 
time, the method of operationalizing time and 
measuring its effects is crucial. Unfortunately, 
the literature provides very little guidance. 
Repeated measures was considered. However, this 
approach wasn't used because of problems of internal 
and external validity (Campbell and Stanley, 1963). 
It was decided that a separate sample pretest-posttest 
design (Campbell and Stanley, 1963, p. 55) would be 
best. This design is externally valid and suffers 
from fewer threats to internal validity. By record
ing the names of Time 1 respondents, the independence 
of the Time 1 and Time 2 samples was assured. Because 
the grocery store's clientele was loyal, static, 
geographically limited and demographically well 
defined, it was felt that the cognitive structure 



of the two samples, at least in terms of the relative 
Dnportance of attitudes and norms in determining the 
intention to buy the products under investigation, 
should be the same. 

The rationale behind a three month time interval began 
with the purpose of the study. If attitudes and norms 
arc psychologically meaningful, they should be stable 
with respect to the products investigated unless the 
marketing strategy (attitudinal/normative focus) 
changes. Other, non-marketing events shouldn't change 
the relative importance of the weights if they are 
psychologically meaningful. Three months was felt to 
allow for other, non-marketing factors to work while 
at the same time minimize the likelihood that a 
company would change the attitudinal/normative focus 
of Jts marketing. An analysis of the adverti.H1ng for 
the elght products during the three month period 
showed no change In lht> attitudlnallnormatlve focus. 

To keep survey instrument bias constant, the same 
instrument was administered. Seventy-five women 
received the survey as they entered the store. Usable 
questionnaires were returned by 58 women. An analysis 
of the demographic characteristics of the Phase 1 and 
Phase 2 samples showed no statistically significant 
differences. 

Results 

Table 1 shows the attitudinal (column 1) and norma
tive (column 3) regression coefficients and the 
multiple correlation coefficient (column 5) for 
each of the eight products based on the data collected 
at time 1 ('1' 1 ) and Tz. The effect of time on the 
regresHlon coefficients was determined by using the 
following formula (Kerlinger and Pedhauzer, 1973): 

TABLE 

2 2 
(R y.l23 - R y.l4) I Ck1-k2) 

(l-R2y.l23) I (N-kl-1) 
F (3) 

where: (1) R2y.l23 is the squared multiple correla
tion coefficient for the following independent 
variables: time (a dummy variable), As or ENBiMci at 
T1 , and Aa or ENBiMci at T2 ; (2) R2y.l4 is the ~ a e  
multiple correlation coefficient for the ~n  

independent variables; time and As or ENBiMci for all 
184 respondents; (3) k1 and k2 represent the number 
of independent variables associated with the first 
and second R2 respectively; and N is the total number 
of respondents (184). 

The results of the F-tests are presented in columns 2 
and 4 of Table 1. Time does seem to affect the 
stabili.ty of the weights. While not encouraging, 
these findings don't necessarily mean the extended 
model is useless. Notice that, irrespective of time, 
the attitudinal contribution to intention was always 
significant and always greater than the normative 
contribution. As such, using either the T1 weights 
or the T2 weights would lead to the same strategy . 
an attitudinally oriented one. Ideally, a similar 
analysis of the normative component would show weights 
making a significant or insignificant contribution to 
intention, for a given product, irrespective of time. 
Unfortunately, this consistency was observed in only 
one-half of the cases (Folger's coffee, Standard 
gasoline, Tide detergent, and Cheer detergent). For 
the other one-half, strategy errors could occur in 
that normative factors might be emphasized when they 
made no contribution to intention and/or they might 
not be emphasized when they made a significant contri
bution to it. 

1 

REGRESSION COEFFICIENTS AND R AT Tl AND T2 

Attitudinal 
Regression 

Product Time Coefficient 

Folger's Coffee Tl .527xx 
.476xx Folger's Coffee T2 

11111' s Bros. Coffee Tl .697xx 
.569xx Hill's Bros. Coffee T2 

Shell Gasoline Tl .483xx 
.442xx Shell l:asoline Tz 

Standard Gasoline Tl .500xx 
.500xx Standard Gasoline Tz 

Tlde lktcrgcnt Tl .740xx 
.665xx 'l'Lde Detc•rgPnt Tz 

Cheer IJetergenl Tl .571 XX 

.46lxx Cheer lJetergenl T2 

Jay's Potato Chips Tl .444xx 
Jay's Potato Chips T2 .65lxx 

Lay's Potato Chips Tl . 492xx 
.540xx Lay's Potato Chips '1'2 

-------·-·--·- ·-----·- ------------------------

NS Not Significant 
X = p < • OS 

XX p<.Ol 

126 
58 

Effect Normative Effect 
of Regression of 

Time Coefficient Time R 

.255x .708xx 
X .186x XX .608xx 

.134 • 770xx 
XX .207xx XX .707xx 

• 205 .585xx 
X . 271xx X .662xx 

.296x • 726xx 
NS .255xx X .680xx 

.039 .767xx 
XX XX .742xx .105 

.148 
NS 

.676xx 
XX .529xx .133 

.330xx .680xx 
XX 

.120 XX . 724xx 

.153 
NS 

.600xx 
X .179x .665xx 
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Conclusion 

The strict statistical (F) test of the stability of 
the regression coefficients over time gave disappoint
ing results. However, the analysis of the stability 
of the relative importance of attitudes and norms 
and of the statistical significance of the contribu
tion to intention of the two components over time was 
encouraging because it showed that the statistically 
significant differences meant few changes in marketing 
strategy. Whether this will always be true •.. one 
can't say. Other situations, particularly those in 
which the contribution of attitudes and norms to 
intention Is approximately equal, need to be investi
gated. J{c,scarchers who have additional data on this 
issue should be encouraged to present their findings 
so that th<> issue of Htabllity and its effects on 
marketing strategy can be clarified. 

Intention- (BI) 

Appendix A 
questionnaire 

v,o shupp i ng for ~  __ ~a  

do +J: 

pl. an Lo buy ( br_<lil_d_ na_me) 

~  - (All) 

My buy lug (b_t:_i!!l__cl___!_l_'!.l_n_<:_) is 

Good 7 : : : : : 1 Bad 
--- --- ~ --- ---

Foolish l : : : : : 7 Wise 
. --- ·- ·---- ---- -

llarmful ~ ________ :_]_Beneficial 

l'lc•asant 7 __ : __ : ___ ~  __ :_1,_ Unpleasant 

Reliable ]_: __ :_:_:_:_:_!___Unreliable 

The sum of the five responses was taken as the index 
of attitude. 

~a i ~ ~ e  - (NB 1 ) 

(l<efl'rent i) thinks 

slltHJ Ld 

buy (brand _name) 

~ ~  io!l _Lo_ ~  - (Me 1) 

In general, 

I wanl to do 

l shoulci not 

i don't want to do 

wlwl (l<c-1-erent I) thJnks I should cio 

2 IJc I ltd's - (il 1) 

Buy lng (brand naml') 1 s buy lng a ([1_r_o_d_tl_ct ~ e  
that (aLt-rlb-t;teT 

Tr11e False 

~ ~ a n - ( e 1) 

Buying ~~~ ~  that ~~ i e  is 

Good : : : : : Bad 
·--- -------

1The sub_jecl ive norm, the global measure of normative 
In f ltlt'll<'c'S, w:n; nol measured. Thts in no way should 
uffcct lhc reHtLlts of the Htudy. 

2;\n eLlcllation pretest of 40 women was used to dc•ter
mine s;d le-nt i>eJh,fs ;md relevant referents. 
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KEY DIMENSIONS OF THE NEIGHBORHOOD STORE IMAGE 

Sigmund Grl/)nmo, University of Oslo; and Norwegian Fund for Market and Distribution Research 

Abstract 

Data from <li !:ferent Norwegian communities were analysed 
in order· Lo identify store image dimensions. Two ap
proaches to the study of store images showed somewhat 
different results. Open-ended questions about the most 
important reason for store selection were chosen as the 
most adequate approach for the purpose of this paper. 
The results provided by this approach were compared 
with corresponding findings from American and Dutch 
commun1t1es. Key dimensions of the specific image of 
the neighborhood store were identified by focusing on 
the strategic market segment of neighborhood store cus
tomers. Of three potential key dimensions, location 
and shopping environment appeared most important. 

Introduction 

In retailing, and especially in grocery distribution, 
the neighborhood store has a long tradition. A large 
number of stores of this type has been replaced by lar
ger and more distant stores, as a consequence of gene
ral historical processes, such as the industrialization 
and urbanization, as well as the economic and geograp
hic concentration tendencies within the distribution 
system. In recent years, the importance of the neigh
borhood store seems, however, to have been more widely 
recognized again. For instance, in the Scandinavian 
countries public policies have been developed to sup
port and maintain this type of grocery stores (Ekhaugen, 
Grl/)nmo and Kirby, 1980), 

From the consumer's point of view the neighborhood sto
res may be important in several ways. First, for some 
consumers, particularly those who have small transpor
tation and storage capacities, the availability of a 
store near the residence may be necessary for their 
need for a regularly supply of e ie~  Second, the 
neighborhood stores may have various psycho-social func
tions that cannot be fulfilled by more distant stores in 
~e concentrated distribution system. Through regu
larly visits to a store in their neighborhood, the con
sumers may establish stable personal contacts and take 
part in interpersonal communication and social interac
tion, which may strengthen their integration in the lo
cal community (Stone, 1954), 

In general, neighborhood stores may be expected to have 
some attributes that distinguish this type of stores 
from other stores, and which may be quite important for 
various consumer groups. The purpose of the present pa
per is to identify the most important of these specific 
attributes of neighborhood stores. Data from consumer 
surveys in three different Norwegian communities will be 
analysed in order to identify key dimensions of the 
neighborhood store image, 

Theoretical Background 

Since the pioneering article by Martineau (1958), many 
attempts have been made to identify and specify diffe
rent attributes of stores, which are important for con
sumers, and which may be considered as elements or com
ponents of the general image of the store. In his re
view of a number of theoretical and empirical store ima
ge studies, Lindquist (1974-75) found that the following 
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attr[butes were most frequently referred to as impor
tant elements of. the store image: Merchandise selection 
or assortment, Merchandise quality, Merchandise pricing, 
Locational convenience, Merchandise styling, fashion, 
General service, and Salesclark service. 

It is evident, however, that the value of such general 
lists of store attributes for the analyses of store 
images is rather limited. The results of previous re
search have indicated great variation in store images 
between product categories (King, 1978) and market 
structures (Arnold, Ma and Tigert, 1978), On this 
background it seems reasonable to follow the advice of 
Lindquist (1974-75, p. 37): 

"The research should strive to identify key image 
dimensions and the relative use of such dimensions 
by various market segments as a function of both 
retail store type and merchandise/ service type." 

In line with this research strategy the present paper 
will focus on the key image dimensions of one specific 
store type, the neighborhood store, and examine the va
riations in the relative use of these dimensions among 
consumers in three Norwegian communities with different 
market structures. In this analysis, the customers of 
neighborhood stores will be especially emphasized. 

The neighborhood store may be defined ~ ~ i e  pri
marily in terms of location, as a store which is near 
to the consumer's residence. Thus, neighborhood store 
customers are consumers who do most of their grocery 
shopping in one of the nearest stores. The image of 
the neighborhood store, is, however, defined subjecti
vely, according to the customers' perceptions and eva
luations of different attributes of the store (location 
as well as other attributes). 

In the relatively large literature on store image re
search we do not find much investigation on the speci
fic attributes of neighborhood stores. A review of the 
existing literature on neighborhood stores, particular
ly from the Scandinavian countries, leads, however, to 
a set of potential dimensions of the specific image of 
the neighborhood stores (Lund and Haugstveit, 1.975; 
Nilsson, 1975, 1977; Petersen, Strl/>m and Lund, 1978; 
Widman, 1975; Aas, 1971): 

1. Location: The neighborhood store is located at 
a short distance from the consumer's residence 

2. Shopping Environment: The neighborhood store is 
frequently characterized by friendly personnel, 
pleasant store atmosphere, and good possibilities 
for social contact and interaction 

3, Size: The neighborhood store is often a relati
vely small store, with a limited merchandise 
assortment, characterized by low complexity. 

A common characteristic of these three potential dimen
sions of the e i i~  neighborhood store image seems to 
be their focus on organizational aspects of the store 
rather than merchandise factors (price, quality, etc.). 
The present paper aims at examining whether each of the 
three potential factors really is a significant dimen-



sion of the neighborhood store image, and which of the 
three factorH is the most importnnt dimension. A basic 
principle for this study is that the measure of attri
bute importance should be provided by the retailer's 
customers (Hansen and Deutscher, 1977-78). Thus, the 
following hypothesis will be tested: 

H: 11/H/ or till' llt'llrt'HL Hlores is positiv .. ly 
related to three important store image 
dimensions: Location, shopping environ
ment, and size. 

The Data 

The data to be analysed were collected in 1976-77 from 
random samples of the adult population (16-74 years) in 
three different Norwegian communities. 806 individual 
respondents from the three communities were interviewed. 
The questions related to a number of background variab
les and consumer behavior variables, including shopping 
activities in the respondents' households. The overall 
response rate amounted to 72 per cent. As compared 
with census data on criteria of age and sex for each.of 
the three communities, the final samples do not seem to 
be biased. 

In order to mnximize the variations in market structure 
among the selected connnunities, the selection o£ commu
nities was guided by three criteria: Degree of urbani
zation, degree of industrialization, and degree of sto
re concentration. The first connnunity is Halden, which 
is located in the south eastern part of Norway. The 
number of inhabitants is about 27.000. The connnunity 
is characterized by a high degree of urbanization, in
dustrial izntion and store concentration. It will be 
referred to as the urban, concentrated community. The 
second community includes the areas of Oppdal and Renne
bu in the middle pnrt of the country. These areas have 
some 9.000 inhabitants. 'l'he degree of urbanization and 
in i~ iza i n is low, but the distribution system 
is relatively concentrat·ed. The eommunity will be re
ferred to as rural, concentrated. The third connnunity 
consists of the areas of Seljord, Kviteseid and Tokke 
in the eastern part of Norway. This connnunity has about 
the same number of inhabitants and the same degree of 
urbanization and industrialization as the second one. 
On the other hand, the distribution system is less con
centrated. The connnunity will be referred to as rural, 
scattered. 

'l'wo Methodological Approaches 
to the Study of Store Images 

As pointed out by Jain and Etgar (1976-77), we may dis
tinguish between two different researeh methodologies 
in store image studies. The first methodology consists 
in asking the respondents to indicate their relative 
evaluation of prespecified store attributes, such as gi
ven physical properties and pshychological characteris
tics of Hton•. ln the second approach, unstructured 
instruments nrl' used to obtain storP descriptions. Res-· 
pondents are asked open-ended questiouK concerning the 
things they like or dislike about particular stores. 

In the present study, both methodologies were used. The 
results of the first nwthodology are presented in Table 
1. 

The respondents were asked to evaluate each of the store 
attributes that arc listed in Table 1. They were re
quested to desrribe each attribute as a very important, 
important or unimportant aspect of grocery stores in ge
neral. As the table shows, the merchandise quality is 
considered us the most important attribute, while 

friendly personnel is the second ranked attribute. 
Other store characteristics that are considered to be 
important, are low prices, effective personnel, and 
little queue. This pattern is quite stable. The ana
lysis showed no significant difference between neigh
borhood store customers and other consumers, and only 
small differences were found between communities, bet
ween males and females and between age categories.* 
Previous Norwegian studies, using the same methodology, 
also show similar tendencies (Lund and Haugstveit, 1975J 
Petersen, Str¢m and Lund, 1978). 

TABLE 1 
CONSUMERS' EVALUATION OF 

DIFFERENT ATTRIBUTES OF GROCERY STORES 

EVALUATION NO 
SUM STORE ATTR !Bl:TE 

Very ~  

important 
Important Unimportant 

High quality of 
80 I B 0 3 100% 

merchandise 

Friendly personnel 66 29 1 4 100% 

Low prices 57 34 3 6 100% 

Effective personnel 53 33 6 8 100% 

Little queue 51 36 6 7 100% 

Easy to park 52 26 17 5 100% 

Vnrit"d aiu:;ortmcnt 47 40 9 4 100% 

Scl !-service 37 34 24 5 100% 

Loc11t ion near 
34 3J 27 6 IOUZ 

nsidence 

Long opening hnurJ-< 24 22 47 7 IOOZ 

Lnr<ttion ncar 
21 ~ 42 18 100% 

working plnce 

N 

806 

806 

806 

806 

806 

806 

806 

806 

806 

806 

806 

---

The main impression from this first methodology is that 
various aspects of merchandise are more important than 
the hypothesized, potential dimensions of the specific 
neighborhood store image. To the extent that these po
tential dimensions are evaluated as important, the 
shopping environment, in terms of friendly personnel, 
seems to be the most important dimension. Location ap
parently is less important. It should be noted, howe
ver, that the third potential dimension, size of the 
store, was not included in the prespecified list of at
tributes. 

The second approach consists of an open-ended question 
about the consumers' single most important reason for 
their selection of grocery stores. The answers were 
content analysed and grouped into the categories of 
reasons that are listed in Table 2. 

The average distribution for all communities is some
what different from the pattern indicated by Table 1. 
The major difference is that location seems to be more 
important according to Table 2 than it is according to 
Table 1. As a reason for store selection, location 
seems to be as important as merchandise attributes, and 
more important than shopping environment (store atmos
phere and personnel attributes). 

Moreover, the reason-for-selection-approach indicates 
greater variations between different consumer groups 
than the evaluation-of-attributes-approach does. As 
shown in Table 2, there are significant differences be
tween the urban community and the two rural communi
ties.** The main difference is that merchandise attri-

~ i a e e  were used to examine the eignificance 
of the differences. 

i ~ a e e  (p < .001). 
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butes are more important than location as reason for 
selection of grocery stores. This pattern is consis
tent with results from T>revious .::tttribute importance 
studies. Some findings from different cities in North 
America and the Netherlands are presented in a review 
article by Arnold, Ma and Tigert (1978). These studies 
are based on mainly the sam<' methodological approach as 
Table 2, and they were all completed at the same time 
as this Norwegian survey, but the American and the 
Dutch samples seem to be drawn from more urbanized 
areas. The comparison of all these studies indicates 
that merchan,J i.se characteristics and location are among 
the most important attributes in all communities and in 
all countries. Merchandise characteristics are more 
important than location in all the urban communities, 
but not in the two rural Norwegian communities. Howe
ver, the responses from the American and the Dutch com
munities are more concentrated on the two most impor
tant store attributes (location and merchandise) than 
the responses from the Norwegian communities. This 
cross-cultural comparison indicates, furthermore, that 
shopping environment is almost as important in the Net
herlands as in Norway, but quite insignificant in the 
North-American cities. On the basis of these patterns, 
the following preliminary hypothesis might be suggested 
for further investigation: Merchandise characteristics 
may be described as an urban dimension, location as a 
rural dimension, and shopping environment as a European 
dimension. An explanation of such differences might be 
that the greatest variations are found in ~ an areas 
as far as assortment in·concerned, in rural areas with 
respect to distances, and in Europe as to shopping en
vironment. 

TABLE 2 
CONSUMERS' MOST IMPORTANT REASON FOR THEIR SELECTION OF 

GROCERY STORE, IN DIFFERENT COMMUNITIES 

TYPE OF COMMUNITY AVERAGE 
MOST IMPORTANT REASON Urban, Rural, lural, FOR ALL 

concentrated concentrated acattered COMMUNITIES 

% % % % 

Dietance, location 12 21 26 20 

Shoppina environment 13 9 B 10 

Pereonnel attribute• 2 3 2 2 

Siae of the 1tore 2 1 0 1 

Herchandile attributea 31 19 14 21 

Service s 6 14 B 

Connection• • buaineu 3 22 11 13 
relation• 

Habita, cuatom1 23 9 1S 15 

Other re11on• 9 10 10 10 

SUM 100 100 100 100 
N 242 318 246 806 

Another difference between Norwegian community types is 
indicated by Table 2. Reasons related to habits and 
customs are more important and reasons related to con
nections and business relations are less important in 
the urban community than in the other two communities. 
The latter reasons are primarily mentioned by members 
of the consumer cooperative movement, who do most of 
their grocery shopping in one of this movement's own 
stores. These reasons seem to be especially important 
in the concentrated rural community, where the coopera
tive movement has a strong position. Habits and cus
toms are emphasized as reasons for store selection by 
consumers which continue to shop in a specific store 
because they once started to shop there. Although the
se reasons do not reflect a conscious support to the 
neighborhood store, such "traditional" behavior may of
ten imply a ]oyalty to this type of stores, because 
such stores usually are older and have longer traditions 
than other stores. 
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To summarize, we may say that the evaluation-of-attri
butes-approach reflects general attitudes to different 
aspects of any retail store whatever, while the reason
for-selection-approach focuses on the specific attribu
tes that discriminate the selected store from other 
stores (Artlold, Ma and Tigert, 1978). Thus being more 
sensitive to variations in market structure, the latter 
approach seems to be more appropriate than the former 
for the purpose of comparing different communities. 
Another difference between the two approaches is that 
the open-ended question about the most important reason 
for store selection gives more information about the sa
lieney of the various store image dimensions than the-
other approach (Jain and Etgar, 1976-77). For the follo
wing analysis of key image dimensions of a specific sto
re type, this information about saliency is of great in
terest. The purpose is not to describe the general sto
re image as completely as possible, but to identify the 
most important dimensions of the specific neighborhood 
store image. The reason-for-selection-approach will 
now be used in an attempt to identify these dimensions. 

Key Dimensions for a Strategic Group of Consumers: 
The Neighborhood Store Customers 

The research strategy is to get information about attri
bute importance from the retailer's own customers (Han
sen and Deutscher, 1977-78). This implies that the 
~ a e i  market segment for the analysis of key dimen
sions of the neighborhood store image is the group of 
stable neighborhood store customers. The question is 
whether this group reports on a store image that is 
different from the store images among other groups. 
Building on the methodological approach presented in 
Table 2, we will now focus on this strategic consumer 
group. The intention is to examine how important the 
potential dimensions of the specific neighborhood store 
image really are, rather than how important the consu
mers in general think they could be. 

Neighborhood store customers can be defined as consu
mers who do most of their grocery shopping in one of 
the stores which are nearest to their homes. Consumers 
who usually shop in stores that are significantly more 
distant than the nearest one, will not be considered as 
neighborhood store customers. The neighborhood store 
customers can be described as stable if they do most of 
their grocery shopping in one store instead of using 
different stores. 

This group of stable neighborhood store customers will 
be compared to other consumer groups as to the most im
portant reason for their selection of grocery store. 
This comparison is presented separately for the rural 
communities (Table 3) and the urban community (Table 4). 
The two rural communities are considered together, sin
ce there were no significant differences between the 
two samples with respect to the patterns which will be 
emphasized here.* 

The tables show that more than four fifths of the con
sumers in the rural communities are neighborhood store 
customers (one or several of the nearest stores used), 
while only one half of the consumers in the urban com
munity can be described as such customers. However, as 
indicated by the tables, most of the neighborhood store 
customers in both community types can be characterized 
as stable (one of the nearest stores used). In sum, 
this strategic group of stable neighborhood store cus
tomers includes 73 per cent of the consumers in the ru
ral communities and 44 per cent of the consumers in the 
urban community. 

*The significance of the differences was examined by 
means of chi-square-tests. 



TAI\LE 3 
RELATIVE IMI'ORTANCI': OF JMAGE DIMENSIONS AMONC 

~  WITH DiFFERENT STORE SELECTIONS 
RURAL COMMUNITIES 

~ 
------ --- -- -----
HOST 1M1'0RTAN'l 

){fASON f'OR S"IORL
SU.E:CTION 

IJlalanc«·, 1\JCntion 

--- ---- - -- ----- --------------------.-----
STORI·:s Sl:l.ECTEU 

Onl· of thr Srvf'u.l of the 
oe-arc•at a! 11n·s Ol"ltl"f'llt atore1 

U8('d Ullf>d 

------------ --- -------
% 

30 

More di11tant 
1ton(11) 

ul!led 

AVERAGE 
FOR ALL 

CONSUMERS 

24 

* 

SbopJl i ng 
envi ronmt:nl 

Size of the store 

Hen·handise 
•ttdhutes 

Service 

(:onnec t i Onl'l 

Habits 

Other rl'Af>ons 

13 

II 

12 

16 

14 

100% 
355 

0 

49 

0 

47• 

100% 
53 

13 

0 

20 

27 

16 

12 

0 

17 

11 

16 

12 

100% 100% 
75 483 

--------- __________ ..J_ ______ .,L________ ----
Most of these respondents reported on 
tical" reasons (other than locational 
selecting different stores. 

- " vartous prac-
factors) for 

The hypotheH is to lw tested refers to the key di men-
s ions of the :Hor<' i.mage that is ~ i ie to the neigh
borhood ston•. This hypothesis may pe tested by iden
tifying the rl':Jsons for store selection that is empha
sized significantly more a n~~ consumers using one of 
their nearest stores than among other consumers. For 
this purpose chi-square-tests can be used to examine 
the signi ficancc· ol til" di rf<'rences. 

Table 3 HIJOWH that in the rural communitieH location is 
mure important and mt>n·handJsc nttribut('S ns wc11 as 
connections arC' less importnnt among stable neighbor-
hood ntort• ('tlstomt•nl thnn among ot!H•.r <'UStomerB. These 
differen<'eH, which are Hignificant (p < .001 ), means 
that location is the key dimension of the neighborhood 
store image in the rural communities. 

'!'ABLE 4 
RELATl VE IMPORTANCE OF IMAGE DIMENSIONS AMONG 

CONSUMERS WITH DIFFERENT STORE SELECTIONS 
tTRRAN COMMUNITY 

HOST IMI'OI!TANT 
Rf.ASON YOR STOHf:

~  

Pietanc•. location 

Shopping 
environment 

Si¥e of the 11tor• 

Hc1 ciHmdise 
at tributn 

Service 

Ccnnert ions 

Other ntnaona 

SIJH 
N 

' ------------------------;------
~  __ ·r._n-r_;__-,.,---l 

One o! thr 
n~a a  at.orea 

u•ed 

Seven] of the More dj Jtant JroR ALL 

___ , __ 
% 

23 

14 

31 

0 

100% 
96 

nearest 1torea atore(a) CONSUMERS 
uaed used 

--1----
% % 

0 4 12 

0 10 14 

0 

50 '•4 31 

0 

0 23 25 

45• 9 8 
------------- ---·---f----

100% 100% 100% 
20 103 219 

_______ L__ ______ _L _____ ~ ~ 

* Most of these respondents reported on various "prac
tical" reasons (other than locational factors) for 
selecting different stores. 

Table 4 shows that in the urban community locatron as 
well as shopping environment are more important and mer-
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chandise attributes are less important among stable 
neighborhood store customers than anumb L>;t:omers of 
other stores. According to these sigui cant (p < .OOU 
differences, location and ~~~ i ron:?ent are the 
key dimensions ot the neighborhood store image in the 
urban community. 

In sum, the hypothesis is largely supported by the ana
lysis; lt is possible to identify a specific neighbor
hood store image, and this image refers to organizatio
nal and 1nstitutional aspects ot the store rather than 
merchandise attributes. Location is a key dimension of 
this image rn both urban and rural areas, However, 
shopping environment seems to be a key dimension only 
in urban areas, and size seems to be insignificant in 
a.ll community types. 

Summary and Conclusions 

The purpose of the present paper has been to study the 
importance for the consumers of the neighborhood store. 
On the. background of the literature on theoretical and 
methodological approaches to the study of store images 
as well as empirical findings from previous research, 
the following hypothesis was formulated: 

Use of the nearest stores is positively related 
to three important store image dimensions: 
_Location, shopping environment, and i ~  

In order to test the hypothesis, consumer survey data 
from three Norwegian communities with different market 
structures were analysed. 

Of the two most frequent approaches to the study of 
store image dimensions, open-ended questions about the 
most important reason tor store selection were chosen 
ns tile more appropriate approach for our purpose. Com
pared with questions about relative evaluation of pre
specified store attributes, the chosen methodology is 
more sensitive to variations in market structure and 
gives more information about the saliency of the va
rious image dimensions. 

A comparison of the results provided by this approach 
with corresponding findings from Ameriean and Dutch 
communities showed that merchandise charaeteristics and 
location are among the most important store attributes 
in all countries and in all types of communities. Buil
ding on the variations between different communities, 
it might be hypothesized that the merchandise characte
ristics can he described as an urban dimension, the lo
cation as a rural dimension, and the shopping environ
ment as a European dimension. 

The kev dimensions of the specific neighborhood store 
image were identified by focusing on those consumers 
who are stable customers in this type of store. This 
strategic market segment includes 73 per cent of the 
consumers in the rural communi ties and 1,4 per cent of 
the consumers in the urban community. 

The hypothesis was largely, but not completely, suppor·· 
ted by the analysis. Location is a key dimension of 
the specific neighborhood store image in all community 
types, ~~in  environment seems to be a key dimension 
only in the urban comn1unity, and size seems to be a key 
dimension in none of the community types. 

These findings have several implications. One implica-
tion is that both large and small grocery stores might 
be perceived as neighborhood stores. Usually, however, 
there is a close relationship between size ot the store 
and degree of urbanization, which means that large 
neighborhood stores are likely to be localized only in 



densely populated areas. 

As shown in previous research, the shopping environment 
seems to he less imporL.mt as a store attribute in Ame
rican connuunt ties than it is in Europe. Thus we might 
expect that the relative importance of location as a 
predominant dimension of the specific neighborhood sto
re image iH even greater in USA than it is in European 
communities. Further research is needed to test this 
hypothesis. 

In any case, location seems to be among the most impor
tant attributes of grocery stores in different count
ries as well as in different types of communities. This 
fact indicates that the neighborhood store may have im
portant functions irrespective of the degree of mobili
ty or transportation capacity among the consumers. 
Thus W(' might expect that the neighborhood store will 
be an important store type also in future grocery dis
tribution. ln this connection, it would, however, be 
of interest to identify and specify the demographic and 
socio-economic characteristics of the stable neighbor
hood store customers. 
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I NFORMA'I' !ON SI\EKTNC STRATEGIES FOR AN INNOVATIVE PRODUCT WITHIN THE HUSBAND-WIFE DYAD 

Peter W. Hermann, University of New Orleans 

Abstract 

This research investigated modes of information seek
ing wJthin the husband-wife dyad for a high risk inno
vation. Subjects completed a twenty-one item behavior
al di ffp rent ial designed to measure the tendency to 
seek seven diffl•n,nt information sourc<'s. Subjects 
also compLetPd me;wures of en ~ a ze  seLf-confidence, 
specific SL,If-confidl:n<:l', and anxic:ty. Multiple dis
crtmlnanl ~n ~  was used to reveal the dl [ferences 
be tween the husband 1 s and the wife's in format! on 
search patterns. The results show the wife's greater 
tendency to nsk her husband's opinion, the husband's 
willingness to evaluate advertising, and the husband's 
greater confl dence levels (both generalized and pro
duct specific) as the major discriminators between the 
husband's .:.md wifL·'s inrorrnation search. 

in t roduc t 1 on 

1\n nrt•n nf' ('ill!!. fnut.•d lnlt'!"(':ll ln t'ollHtlmt•r ht.'liavlor n•
Sl'llrcll<·t·H L: f;ttnlly httying bl'itavlor or more spccirJc
ally, till' lnLt•raction lwtwet'll the husband and tiw 1dfe 
in till' pttrcl\ilslng process (Davis and RJgaux, 1974; 
Ferber and Lee, 1974; Albaum, Hawkins, and Dickson, 
1979; Consenza and Davis, 1980). However, these ef
fortR ltaVl' primarily concentrated on relatively common 
product c;otcgorles or products that were not high in 
pcrr-l'lved risk. The purpose of this study is to exam
Ine i.nfornwtlon Hl'ddng wltltl.n tlw husband-wife dyad 
for a dynamicaLly contl.nuous innovati.on which is quite 
high in perceived rlsk. 

Davis and Ri.gaux (1974) have clearly indicateu the im
portance of role specialization in the family purchas
ing process. They utilized four categories: 1) Wife 
dominant, 2) Husband dominant, 3) Syncratic (joint de
cision making), and 4) Autonomic (an equal number of 
decisions made individually by each spouse). Davis and 
Rigaux (1974) also point out the shifts that occur 
within these role structures during the buying process 
proceeding from problem recognition to information 
search to purchase decision. information search tends 
to getwratL' morl' autonomic behavior than titc' other two 
stages, i .l'., one partner <H.:cl'pts tlte task of Reeking 
add l.t ional data. 'I' he present reRc:arch is concerned ex
culsJve I y wl rh the in formation search stage of the pur
ch:ls lng p rocpss. 

A mfcrowavl' ovt•n was chosen as the product stimulus 
cons I. de red for rurchnsl', becausl' 1 t represented a dy
namically continuous ·or possibly discontinuous innova
tion according to Robertson's (1971) schema at the time. 
of the survey, 1975. Microwave ovens had been avail
able to consumers for ~ ne time, but the product had 
not gained its projected market acceptance as of 1975 
(Advertising Age, 1975). This was, in part, due to 
such factors as the radiation scare started in 1973. 
Microwave ovens represent a new way of cooking and have 
received adverse publicity regardi.ng potential health 
hazards. ThesL' factors indicate extremely high per
formance risk associated with the product. Zikmund and 
Scott (J'J71)measured the perceived risk for microwave 
ovens and a !.so f'llr other typical consumer goods such 
as lawn furn! tur<c. The study Rhowed microwave ovens 
had signJ ficantly higher riRk ratings than all other 
products tested. Because of this, Zikmund and Scott 
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(1973) eliminated the microwave oven from their study 
after the intital comparative risk scaling. 

Given the high risk and relati.ve technical complexity 
of information regarding the performance of a micro
wave oven, this study attempted to examine the infor
mation sources utilized by the husband and the wife. 

Taylor (1974) has developed a comprehenslve theory of 
consumer risk taking. Figure 1 :illustrates the choice
risk part of the theory that is utilized in this study. 
The consumer in any choice situation :ts confronted with 
uncertainty or perceived risk. This linkage is well 
documented in the literature (Roselius, 1971; Bauer, 
1960). However, the amount of perceived risk varies 
by product class (Lutz and Reilley, 1973; Zikmund and 
Scott, 1973). The uncertainty experienced by consumers 
leads to the development of risk reduction strategies. 
Tn the context of consumer behavior, r1sk has been 
vi.ewed aR contain:!.ng two components; 1) uncertainty 
and 2) .Importance or danger (Cunningl1nm, 1967). For 
the most part, c.onsumer!ol tend to reduce the uncertainty 
component by seeking in formation about the purchase de
cision (Roselius, 1971). 

FIGURE 

RELATIONSHIP BETHEEN CHOICE AND RISK 
REDUCTION STRATEGIES (TAYLOR, 1974) 

GeneraTized 
Self-Confidence 

Specific 
Self-Confidence 

Empirical research on the effect of the 'intervening 
variables (self-confidence and anxiety) is far from 
complete according to Taylor (1974). Most Rtudies 
dealing wi.th information seeking and product choice 
si.tuations have been done with relatively common pro
ducts such as, automobiles (Bell, 1967), appliances 
(Newman and Staelin, 1972), and food products (Lambert, 
1972). Zikmund and Scott (1973) have reported the im
portance of self-esteem in reducing ri.sk. Bell ( 196 7) 
reports on the interaction between general and specific 
self-confidence for purchasing automobiles. Uncertain
ty led to seeking the support of a "purchase pal" form
ing a buying team with the overall result that customer 
self-confidence was enhanced by the pal. 

Researchers have developed a useful typology of various 
information sources that consumers use to reduce risk 
(Andresen, 1968; Lutz and Reilly, 1973). Lutz and 
Reilly (1973) developed operational measures which were 
subsequently used by Hermann and Locander (1977) and 
Locander and Hermann (1979) to examine therelationships 
between the components of Taylor's (1974) model. Spe
cifi.c Self-Confidence (SSC)emF!rp.;ed as the dominant vari
able :!.n de terminin)l: the extent of information seeking 11n 
individUal engaged in for a broad range of products, in
cluding a microwave oven. Neither Generalized Self-



Confidence (GSC) or Anxiety had the theorized impact 
in either study. Thus, it is hypothesized that SSC 
will be the major factor in the husband-wife informa
tion search. 

Methodology 

Subjects 

The subjects consisted of 89 married couples contacted 
through a ],,cal civic club in a predominantly white 
suburl> of Houston, Texas in the spring of 1975. The 
Hollingshead (1957) index indicated the respondents 
were pr.imarily from the middle and upper middle social 
classes. 

Description of Measures 

As previously described, the product stimulus was a 
high risk microwave oven. In the present study, the 
subjects were asked to project themselves into the 
following hypothetical purchase situation. The follow
ing paragraph was developed and used by Lutz and Reilly 
(1973): 

You need to buy a microwave oven for your own person
al u>H', but wlt,,n you go Hhopping you discover that all 
Lhe brands that you are famlltar wlth are unavailable. 
The only brandH available in the entire town are brands 
A, B, C, D, and E, braQds which you know nothing about. 
Nevertheless, you need the product and, therefore, must 
make a choice among the five brands. However, for you 
to select a brand wi.thout any information about the 
brands would be virtually the same as selecting at 
random. 

Information Seeking Strategies 

These measures were baHed on the well established no
Lion (RoseLius, 1971; Andreasen, 1968) that consumers 
do se<'k information from different sources when faced 
with risk or uncertainty. Andreasen ( 1968) outlined 
five types of information sources from which the con
sumer can seek information to satisfy a particular 
need: 

1. Impersonal Advocate ( iA) - mass media advertising 
including readi.ng magazine ads, listening to a radio 
commercial, reading newspaper ads, viewing TV commer
cials, or looking at point-of-purchase displays, 

2. lmpe rHonal Independent (II) - checking with Consu
~~~~~ ~  or a product test report. 

3. Personal Advocate (PA) - asking sales clerk or 
store manager's opinion. 

4. Personal lndependent (Pl) - trying to remember what 
brand a friend uses, asking opinions of family members, 
seeking the opinion of a nei.ghbor or co-worker. 

5. Direct Observatl.on/Experience (OE) - ask for a 
product <kmonstration, rely on past personal experi
ence, try the product before buying, or read the infor
mation on the package. 

In tlwir original work, Lutz and Reilly (1973) opera
tionalized th<• above typology and added a sixth: 

6. Pick a brand (flUY) - a behavior to go ahead and 
pick a brand. 

The rationale for number six was that it allowed the 
subject to respond without being forced to select an 
outside Information source. 
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7. Spouse Opinion (SPOUSE) -ask for the spouse's 
opinion. 

All subjects were asked to respond to the microwave 
situation by rating their information search pattern 
on twenty-one behavioral differential items (Triandis, 
1964) as developed in Lutz and Reilly (1973). These 
items measure the seven information seeking strategies. 
The twenty-one items were coded from 1 (I would) to 7 
(I would not) seek the particular source in question. 

Generalized Self-Confidenr:,; (GSC) 

Subjects were then asked to complete the short version 
of the Coopersmith Self-Esteem Inventory (1970). The 
scale contains 25 self-administered items in which the 
subject answers "like me" or "unlike me." An additive 
score of self-confidence was then calculated for each 
person. Generalized self-confidence was then calcula
ted for each person. Generalized self-confidence re
fers to the extent to which an individual believed him
self to be capable, significant, successful, and worthy 
(Coopersmith, 1967). 

Specific Self-Confidence (SSC) 

This refers to the subject's confidence with respect 
to the decisi.on at hand. Much of the work with speci
fic self-esteem has been conducted in a persuasibility 
context (Cox and Bauer, 1964). Bell (1967) studied 
self-confidence and persuasion in aUtomobile buying. 
From this work, a seven point specific self-confidence 
measure was developed. Respondents were asked to com
plete a rating scale with bipolar adjectives "I would," 
"would not," be confident of my ability to pick the 
best buy from the five available brands. 

The brands (A through E) refer to the unfamiliar ones 
set up as part of the role playing situation mentioned 
previously. 

Anxiety (A) 

Near the end of the instrument subjects completed the 
Bendig (1956) Short From Manifest Scale. This is a 
shortened form of the Taylor Manifest Scale (1953) 
which is an extensively used and validated measure of 
trait anxiety. It is a 20 item scale in which subjects· 
respond "true for me" or "false for me." An additive 
score of deviant responses was then constructed for 
each subject. These ten variables constituted the 
operational measures in the study. 

Procedure 

The sample of 89 husband-wife pairs were contacted 
through a suburban civic club. The civic club was 
compensated for completed interviews which were admin
istered using a drop off and pick up method. A pro
fessional researcher supervised and acted as liason 
for the field work. 

Design 

The data were analyzed using the SPSS (Nie, et.al, 
1975) multiple discriminant analysis program which 
searched for differences between the husbands and 
wives with respect to their information seeking stra
tagies. Incomplete questionnaires led to a total of 
71 wives and 78 husbands being used in the final anal
ysis. 

Results 

The discriminant function differentiating between hus
bands and wives is significant at the p • .0009 level. 



~~~ i i --- .... ------·----------

sTANDARDtzEo DlSCHU11NAN'l' FUNCTION 
COEFFICIENTS 

in forma tlon Source 
- ---- ~

Observation/Experience (OE) 
Personal Independent (PI) 
Impersonal Advocate (IA) 
Personal Advocate (PA) 
Impersonal Independent (II) 
Pick a Brand (LlUY) 
Ask SpousP's Opinion (SPOUSI') 
Specific e ~ n i en e (SSC) 
Generalized Self-Confidence (GSC) 
Anxiety (ANX) 

Discriminant Coefficient 

0.344 
-0.309 
-0.434 
0.303 

-0.243 
-0.109 

0.683 
-0.364 

0.404 
-0.183 

TABLE 2 
OVERALL ~  FOR HUSBAND-WIFE UTILIZATION 

OF INFORMATION SOURCES 

----- ----------------------------:-::----;:------:-;----;:-------·;;-;--:;-::-,;----Mean for Mean for Significance 
Information Source Husbands Wives (T-test) -----------· ::=:::::::. ________ _;;:_::;:;::.=::.::=-_____ ___::c..::..:...::::_ ______ ~

Observation/Experience (OE) 2.386 2.188 .236 

Personal Independent (PI) 2.795 2.892 .688 
Impersonal Advocate (IA) 3.069 3.335 .274 
Personal Advocate (PA) 3.905 3.640 .320 
Impersonal Independent (II) 2.193 2.568 .100 

Pick a Brand (BUY) 3.386 3.966 .075 

Ask Spouse's Opinion (SPOUSE) 1.832 1.236 .002 

Specific Self-Confidence (SSC) 2.079 2.523 .056 

Generalized Self-Confidence (GSe) 20.528 18.861 .007 

~ ~ _ _j_ANXL_ ______________________ 4:..:·-=0..:..7.c...7 _____ _;5::..•:..:1::..;4c.:l:.__ ______ __:•-=Oc.:.7-=1--

Note: Information seeking; J = would, 7 
sse; 1 = high sse, 7 = low sse 
esc; 25 = high esc, 1 = low cse 
ANX; 0 = low ANX, 20 = high ANX 

would not use 

The st;mdardiz<•d coeffldents are given in Table l. 
lnterpretal ion of Lhc• funcL ion Is greatly enhanced by 
an examlnal !on .,f the• mean values for· each of Lhe varl.
ah]e:-; (sc•t• 'l'ahl<- 2). For <'aeh uf the Information seek
Ing t::lrall'glc..•Ht LIH· lowl·r rile sca.lc valuL', ~ more the 

particular soun·•· was lJC;ed. Thus, the posltlvl•ly 
weighted coefficients were those preferred by the wives 
and the 11Cf\Utively Welghted coefficients wer:e those .in
format ion sources preferred by the husbands. From this 
it is clear the key difference is the wife's greater 
tendc·ncy lo ask her spouse's opinion before making the 
purchase. The wife also tends to rely on her own ex
per fence and observation and to ask a salesperson more 
than her husband. The husband will utilize advertising 
and both independent sources more than the wife. How
ever, a full interpretation of the discriminant func
tion r:equires a closer examination of the personality 
constructs. 

The lower the scale value for sse the greater the level 
of SSC, thus the negative sign in the discriminant 
function indicates a higher level of sse for the hus
bands. SimiJarly, the lower the level of anxiety, the 
lower tilL' ANX score, and again the husbands had lower 
levels of :mxlc>ty. For GSC the scaling was reversed 
and a higher scor:e indicated greater level of GSC. The 
husbands had a higher GSC score, thus the posiUve d.is
criminant coefficient. 

The overall jnterpretation is that for this highly 
r.isky product the additional confidence of the husband, 
both generalized and product specific, was being heav
ily relied upon by the wife, which was reflected in the 
discriminant function. 
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Discussion 

The find.ings strongly indicate a husband dominant in
ormation search for this risky product. This seems 
reasonable given the technical nature of the product, 
however, since a m.icrowave oven ls a kitchen appliance, 
one m.ight not expect this strong a finding. 

It should be noted the discriminant function serves to 
differentiate between the husband's and the wife's in
format.ion seeking behavior, but it does not indicate 
differences in relative utilization of the sources. 
The T-test results give the significance of the d.iffer
ent rate of seeking the information sources. While the 
discriminant analysis was highly significant the means 
for husbands and wives showed relatively small actual 
differences which indicates a potential problem w.ith 
statistical versus operational significance (Green, 
1978). A more significant limitation relates to owner
ship of a microwave oven. It is not known which re
spondents did or did not own a microwave oven at the 
time of the survey and product familiarity can affect 
both consumer evaluations (Pickering and Greatorex, 
1980) and information search (Raju and Reilly, 1980). 
A repl.ieation with current innovative products, especi
ally some products with a less pronounced sexual orien
tation, is needed. 

The strength of the GSC variable was not expected since 
the prior study by Hermann and Locander (1977) demon
strated sse as the dom.inant variable in information 
seeking for a microwave oven. However, that study was 
concerned with s.ignificant differences between the 
rates of utilization of information sources in reducing 
perce.ived risk and not with the objective of d.iscrim-



inating bet\·ieen specific populations. The reliance of 
the wife on the husband, the use of advertising (IA), 
and the husband's level of confidence (both GSC and 
SSC) were the primary di.fferentiating variables between 
the husband's and the wife's information search behav
ior. 
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DEClSlON-MAKlNG INFLUENCE OF HUSBANDS AND WIVES WITHIN OLDER FAMILY 
DYADS: A STUDY OF THE DECISION TO PURCHASE VACATION TRAVEL 

Mary Ann Lederhaus, University of North Florida 
Robert L. King, Virginia Polytechnic Institute and State University 

Abstract 

Thi.s paper reports the findings of an investigation of 
the decision-making influence exerted within family 
dyads by husbands and wives over sixty-five years of 
age. Each phase of decision-making -- problem recogni
tion, seareh for information, and final decision-mak
ing -- was studied with regard to the decision to pur
chase vacation travel. The data reveal purchasing role 
structures and variations in these structures of family 
dyads as a function of educational levels and employ
ment statuses of dyad members. 

Introduction 

Contemporary marketing literature is giving increasing 
attention to the population over sixty-five years of 
age. This coneern is well supported, for example, by 
the dramatic growth in numbers of older Americans (from 
three million persons at the turn of the present cen
tury, to nearLy 25 mi.! lion now), by the increased share 
of the population represented by older Americans (from 
four percent in 1900, to <1pproximately eleven percent 
now), and by their holding of consequential purchasing 
power (per c:apita income in househol.ds with heads aged 
65 and over is higher than that in households with 
heads aged under 25, 25 through 34, or 35 through 44) 
(The Conference Board, 1974). 

The "over-65" population has been investigated primarily 
in terms of its demographic characteristics. Little is 
known, however, about the nature of intra-family deci
sion-making among members of this group. Even though 
evidence is e~ ai a e indicating what they purchase, 
research of the decision-making process within this 
group is limited (Tangren, 1977). Consequently, as 
noted by Phi.l 1 ips and Sternthal (1977): "Seldom are 
elderly c:onsumers distinguished from other aduLts, un
Less a product or service is being targeted exclusively 
at older individuals. This relative neglect of the 
aged segment not only characterizes marketing stra
tegists' behavior, but also typifies the orientation 
of persons responsible for regulating marketing activ
ity and those researching consumer behavior." 

Indeed, whLI<' there are numerous investigations of 
family-dyad decision..,-mak!.ng, few empirical studies 
deal Rubstanelally with the decislon process wlthin the 
older lwuseho I d. More typ"l ca U y, mul tlple age cate
gories an_, considered in c:omposite studies of influence, 
with generalizations made to various age categories, 
where possib.le. For examp.le, some studies have found 
that joint decision-making influences decrease as age 
increases (Wolgast, 1958), while others suggest that 
joint d<'cisJon-making Jncreases with age (Green and 
Cunningham, 1.975). Empirical research which focuses 
prim,.rily on decision-making influences among the "over-
65" popu.lation, such as the work by Tangren (1976), 
Klippel and Sweeney ([971,), and Schiffman (1971), is 
more the cx"''PLlnn lhan the rule. 

Existing empirical studies of family decision-making in
fluenees can be fnulted on other bases, as well. Nany 
are restricted to discussion of the final state of 
decision-maki.ng nnly. Frequently, responses are 
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obtained from the wife only, rather than from both 
spouses. Also, family characteristics which develop 
from pervasive social changes, and which introduce 
variations in decision-making roles of family dyads, re
quire more direct attention. Finally, the degree of 
role consensus existing within family dyads may be 
exaggerated by the existing literature. 

Objectives of the Study 

The purpose of this study is to investigate the influ
ences of husbands and wives over sixty-five years of age 
in each of three phases of decision-making to purchase, 
or not purchase, vacation travel. The data collected 
for the study are intended to determine whether the 
husband, the wife, or both husband and wife jointly have 
dominant influences in each phase of the decision pro
cess. The three phases of decision-making, as delin
eated in the study, are problem recognition, search for 
information, and final decision making. Vacation travel 
was selected because it represents a significant portion 
of expenditures for recreation by the elderly population 
(U. S. Department of Labor) and is an acceptable use of 
leisure by older persons (Friedsam and Martin 1973). 

The research is structured on the premise that roles 
played by the husband and wife when considering the pur
chase of vacation travel are played as a function of 
three independent variables: education, employment 
status, and economic well-being. First, an attempt is 
made to determine degrees of influences within family 
dyads (husband-wife couples) for each of the three 
phases of decision-making as a function of the indepen
dent variables. This will reveal the purchasing role 
structures of these family dyads when considering the 
purchase of vacation travel. Then, variations in pur
chasing role structures across the three phases of 
decision-making, as a function of the independent 
variables, will be ascertained. More precisely, the 
study is a descriptive study, using primary data and 
designed to measure purchasing role structures of a 
group of selected respondents. The study augments 
efforts of business and governmental decision makers by 
providing an indepth descriptive analysis of a unique, 
selected group and providing information from which 
marketing strategies and public policies for this group 
may be developed. 

Methodology 

TI1e population for this study consisted of 87 family 
dyads (174 persons) residing in the tri-county area of 
Duval, Clay, and Nassau counties in Florida. These 87 
dyads represented 90.6 percent of all qualified dyads 
which held membership in local chapters of the American 
Association of Retired Persons. Eleven of the thirteen 
area chapters participated in the data collection effort. 
One chapter was in the process of disbanding, and another 
did not participate on the grounds that it had no hus
bands in the chapter. 

Data were collected only from those husband-wife dyads 
which met all of the following selection criteria: 
(1) both husband and wife must be 65 years of age, or 



over; (2) they must live together in the absence of 
others; (3) they must have at least considered vacation 
travel within the past twelve months; and (4) they must 
consider themselves physically able to travel. For 
purposes of this study, vacation travel was defined as 
"pleasure traveL" away from the town in which the home 
of the re>lpondent iH located, with at least one night 
spent away from home. 

The three independent variables identified previously 
(education, employment status, and economic well-being) 
served as the basis for generating hypotheses for the 
study. Three categories of education (educational 
level of the husband is greater than, equal to, or less 
than the educational level of the wife) and four cate
gories of employment status (husband retired/wife never 
worked; huo;band retired/wife stopped working before 
retirement; husband and wife both retired; and "ail 
others") were established for purposes of analysis. 
Due to the large number of "cells" created by this 
arrangement, and given the anticipated skewness of the 
occupational status data of this aged population, it 
was recognized that some cells probably would remain 
unoccupied. Consequently, it would not be possible to 
test some of the proposed hypotheses. For economy of 
space, hypotheses are spelled out in the "Findings" 
section, and are not repeated here. 

Data were collected through the use of duplicate, self
administered questionnaires given to both members of 
each family dyad. Respondents were asked to report 
comparative husband-wife influences related to specific 
actions and decisions, using a scale with five Likert
type alternatives (named below) plus "I don't recall." 
The pretest of the questionnaire indicated that the 
average completion time was 20 minutes for men and 22.9 
minutes [or women. Of the 87 responding dyads, 86 pro
duced usabLe queHtionnaires. 

Self- and spouse-reported influences were aggregated for 
each dyad nt each level of education and for eaeh em
ployment status, using the following weights: 

J - Husband Del'i.des 
2 - Husband Domlnant/Wife Involved 
3 - Both Decide Equally 
4 - Wife Dominant/Husband Involved 
5 - Wife Decides 

Aggregate responses then were averaged for each dyad. 
Hypotheses pertaining to educational level and employ
ment status were supported if average responses of sixty 
percent or more of the family dyads in eaeh of the 
levels of education and employment loaded in favor of 
the spouse perceived as dominant in the hypothesis being 
investigated. lf the husband and wife were perceived 
as making the decision jointly, then sixty percent or 
more of the f amUy dyads had to load in the "Eo th Decide 
Equally" category 1n order to support the hypothe.sis 
pertaining to joint dec is ions. The sixty percent sub
Jective decJsion criterion wa,; employed to distinguish 
husband or wlfe dominance in categor.ies when dyads 
loaded equa L.Ly among tlte role structure categories being 
investigated. 

Findings 

Hypotheses pertai.ning to educational levels and employ
ment statuses were tested according to the criteria ex
plained previously. The findings are summarized below. 
More detailed data are presented in Tables 1 and 2. 
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Decision-Making and Education 

la-c: The greater the number of years of education com
pleted by the husband in the family, the greater 
the perceived role of the husband as: 

Recognizer of the problem - not supported. 
Searcher for information - not supported. 
Decision maker - not supported. 

2a-c: The n~a ter the number of years of education com
pleted by the wife in the family, the greater 
the perceived role of the wi.fe as: 

Recognizer of the problem- supported. 
Searcher for information - supported. 
Decision maker -not supported. 

3: If both husband and wife share a common educa
tional status (i.e., both have college degrees, 
some college, high school degrees, some high 
school), problem recognition, search for informa
tion, and decision making will come jointly from 
both husband and wife: 

For problem recognition - not supported. 
For search for information - not supported. 
For final decision making - supported. 

As hypothesized (2a-c) wives with educational levels 
greater than their respective husbands assumed greater 
decision-making roles than husbands in problem recogni
tion and search. Final decision making for this group, 
however, was characterized by a tendency toward joint 
decision making. The diminution of the wife's decision
making authority in the final stage was unexpected and 
caused rejection of the hypothesis which stated that 
she would be perceived as final decision maker. 

Hypotheses (la-c) pertaining to the husband's role in
volvement, where his educational attainment exceeded 
that of his wife, were not supported. As such, the 
husband was not reported as being more dominant than 
his wife in any of the three phases of decision making. 

Where dyad members shared a common educational status 
(3), problem recognition, search for information, and 
final decision making were hypothesized to be joint 
responsibilities. This proved true only in the final 
decision-making phase. The problem recognition and 
search phases were characteri.zed by within-dyad domi
nance, with the wife more dominant than her husband in 
recognizing the idea of taking a vacation, and the 
husband more dominant than his wife in the search 
phases. The results indicate that role dominance, 
favoring the wife, existed across the three phases of 
decision making, by educational level. 

Decision-Making and Employment Status 

H ret./W never 
4a-c: If the husband is retired, and the wife was never 

employed, the greater the perceived role of the 
husband as: 

Recognizer of the problem - not supported. 
Searcher for information - not supported. 
Decision maker - not supported. 

W stop/H ret. 
Sa-c: If the husband is retired, and the wife stopped 

working before retirement age, the greater the 
perceived role of the husband as: 

Recognizer of the problem - not supported. 
Searcher for information -not supported. 
Decision maker - not supported. 



TABLE 1 

SUMMARY OF FAMlLY ROLE STRUCTURE IN PROBLEM RECOGNITION, 
SEARCH FOR INFORMATION, AND FINAL DECISION MAKING 

BASED UPON EDUCATIONAL LEVELS OF HUSBANDS AND WIVES 
WITHIN DYADS (EXPRESSED IN PERCENTAGES) 

·- ------------------------------ -- i a i~na  L;;el·---------------------·--·-----------

Role Structure 
u-;·-w------------------ ~ i  __________ --· TOTAL 

I - -fl - -rrT·--lii _I ___ rr-rfF"· III 1---II ____ iJ'F·--uf ~  

__ : ___ ~  -----------------------.:....- -----·------------ ------------------------------------------------
llusbnnd Decides 26.1 26.2 19.1 19.1 21.0 26.3 26.4 21.0 16.0 16.0 12.0 16.0 22.1 21.3 18.6 18.7 

Both Dec!de 35.8 21.4 ]1,,3 64.3 .52.6 31.5 15.8 57.8 52.0 40.0 16.0 64.0 44.2 29.0 15.1 62.7 

Wife DeddeH ]8.1 1,0.5 11.9 1.6.6 26.1• 21.1 15.8 15.9 32.0 36.0 20.0 20.0 33.7 34.9 15.1 17.1, 

lnformHt.inn Not· 
Gntherod 0.0 9.5 0.0 0.0 0.0 21.1 0.0 0.0 0.0 8.0 0.0 0.0 0.0 11.6 0.0 0.0 

Infonnatlnn Not 
fH'<"<' rt n lm•d 0. 0 0.0 0.0 0.0 5.] 5.3 0.0 0.0 0.0 o.o o.o 1.2 1.2 1.2 

No AI ten111tlveH 
Considered N/A* N/A N/A N/A 36.7 N/A N/A N/A 52.0 N/A N/A N/A 50.0 N/A 

Number of DyndR 19 25 86 

*N/A - Not Appllcnble. 

Key: 11 > w = Educational level of the husband is greater than educational level of the wife; 
II = W = Educational level of the husband is equal to the educational level of the wife; 
11 < w Edurational level of the husband is less than the educational level of the wife. 

Problem Recognition (Phase I) 
II Search About Destination(s) First Considered (Phase II) 
II+ Search About Alternative Destination(s) Considered (Phase II) 

III Final Decision Making (Phase III) 

I! & W ret. 
6:-·-lf-both husband and wife share or have shared 

a common employment status, both will be per
ceived as jointly: 

Recognizing the problem 
Searching for information 
Making the decision 

"A.LI Others" 

-not supported. 
- not supported. 
- supported. 

7 a i~e husband is presently employed, and the 
wife stopped working before retirement age, the 
gn'a ter the perceived role of the husband as: 

Recognizer of the problem- not supported. 
Searcher for information - supported. 
Decision maker - not supported. 

8a-c: If the wife is retired, and the husband stopped 
working before retirement age, the greater the 
perceived role of the wife as: 

Recognizer of tile problem- supported. 
Seca·cher for infor:mation - supported. 
Decision maker - supported. 

9: If the wife is presently employed, and the hus
banJ is retired, both will be perceived as 
jolntly: 

RecoguLd.ng the problem - not supported. 
Searching for information - supported. 
Making the decision -not supported. 

AU combinallonH of employment statuH were inve,;tigated. 
Slnce no dyads ml't other employment combinations, these 
hypothese,; were not tested and, therefore, are not in
cluded .in this study. 
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In accord with the hypotheses (8a-c), wives in the em
ployment-status category in which the wife was retired 
and the husband stopped working before retirement age 
assumed greater roles than husbands in problem recogni
tion, search, and final decision making. One possible 
explanation for this occurrence may be suggested by the 
literature, which indicates that the fuller integration 
of women into the economic fabric of society has 
generated increasing relative decision influences of 
wives. The literature further evidences that if the 
wife contributes, or contributed as with the case of 
retired wives, to family income, she may acquire greater 
perceived decision-making power in the family. The 
data in this study indicate that the wife may have in
creased her intra-dyad decision-making power by virtue 
of employment. However, definitive acceptance of this 
finding is tenuous. Other factors, such as age, educa
tion, and social status, may also have increased her 
intra-dyad decision-making power. 

Hypotheses (7a-c) pertaining to husband dominance in 
decision-making, by virtue of his employment, were not 
supported. Where the husband presently was employed 
and the wife stopped working before retirement age, the 
husband assumed less dominance than his wife in the 
problem recognition and final decision-making phases of 
the process. Hypotheses pertaining to these two phases 
of decision-making, in this employment-status category, 
therefore, were not supported. The husband assumed 
more dominance than his wife in the search stage, 
however. One plausible explanation as to why role 
speciaU.zation for search tended to accrue to the 



TABLE 2 

SUMMARY OF FAMlLY ROU: STRUCTURE IN PROBLEM RECOGNITION, 
SEARCH FOR INFORMATION, AND FINAL DECISION MAKING 

BASED UPON EMPLOYMENT STATUSES OF JIUSBANDS AND WIVES 
WITIIIN DYADS (EXPRESSED IN PERCENTAGES) 

Role Structure 

lluat..and Decides 

Both Decide 

Wife Decides 

Information Not 
Gathered 

Information Not 
Alicertalned 

No Attonwt lvo 
Consl.lered 

Number of llyadu 

H ret. 
W never 

I II I:fTlli 

0.0 20.0 40.0 20.0 

60.0 60.0 0.0 80.0 

40.0 o.o o.o 0.0 

0.0 20.0 0.0 o.o 

0.0 0.0 o.o 0.0 

N/A* N/A 60.0 N/A 

5 

*N/A • Nut Applicable 

W atop 
II ret. 

I II u+ III 

19.1 38.2 28.6 9.5 

52.3 9.5 28.5 76.2 

28.6 33.2 4.8 14.3 

o.o 14.3 o.o 0.0 

0.0 4.8 0.0 o.o 

N/A N/A 38.1 N/A 

21 

e ~ en  Statue 
H & W Empl. 
ret All Others Total 

I II rr+ III I II ~  III I II n"' III 

25.5 18.1 14.5 21.8 20.0 20.0 o.o 20.0 22.1 23.3 18.6 18.7 

41.8 30.9 10.9 60.0 20.0 60.0 20.0 20.0 44.2 29.0 15.1 62.7 

32.7 40.1 14.5 16.4 60.0 20.0 80.0 60.0 33.7 34.9 15.1 17.4 

0.0 10.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0 11.6 0.0 0.0 

0.0 0.0 1.8 1.8 0.0 0.0 o.o 0.0 o.o 1.2 1.2 1.2 

N/A N/A 5d.J N/A N/A N/A 0.0 N/A N/A N/A 50.0 N/A 

55 5 86 

Key: It rot.. /W never q lluai.Jand ia retired and wife was never e01ployed; 
W lilop/11 r"t • Wife stopped wor·king before retirement age and husband is retired; 
II & W ret. • l!uth husband and wife are retired 
Empl. All Others • Husband is presently employed and wi.fe stopped working before retirement age (2 dyads); 

Both husband and wife stopped working before retirement age (1 dyad); 
Husband stopped working before ret.trement age and wife is retired (1 dyad); 
lluaband is retired and wife is presently employed (1 dyad), 

I = Problem Recognition (Phase I) 

·1u1+ ~ ~ea  ~  t ADe1stlnat1ien (0a) F11 rst 1Co1(1si) ~ ne ea e (Pllh.a). se :) 
• ~ea ~  uout ternat ve est nat ou s ~ < 

ill • Ffnal Decision Making (Phase III) 

husband in these dyclds may be his perceived compE-tence 
by virtue of Ids "position" in the lv:>rk forr·e. 1\Jthough 
the data in this study provide inconclusivE' results 
about tl1.ls possible explanation, the. tnsk of informa
tion Reeking mny calL Eor an appropriate division of 
effort based on the pPrcetved competence of the employed 
husband. 

Where the husband ,vas retired and the wife never Has 
employed, Lbe !typo theses (/•a-c) statJ.ng that the hus
band ww.dd :1ssume gn,aLer domlnance th;:m h1s c;l fe in 
problem recogrd t· ion, search_, and f:i.n<J 1 dec isi.un making 
were not supported. The data Lndicnte that the deci.-
si.on-making process was conducted juintly by dyad mem
bers i.n this employment-<.; ta tus category. 

Where the husband was n'Lired aild the wife s::opped \ifork
ing e ~  retirement a.ge (5:1-c), the husb.:aHi assumed 
less dominance than his wifc2 in the three phases of 
dec is ion making. Thus, hypo theses per crdn ing t0 hus-
hnnJ invo1vemen L ~ us <l func t:.ion 0 f his re.t:J reme.nt, were 
not suppurtc,d. Where ilyp<.Jtheses Wt";:-e nut supp"rted, 
further andlysis was conductl'd t.o ;JeteL>nine the prob
able cause for non-8upport. ~  ~ e e  where ~ i

sion-making l..-Jns not a juinL effor·t b_v members c)f a a ~ 

r·espowdbiJlty fur dec,isl.on-making tended '" accrue tn 
the w1ft·. [n the search Htage} e ~ ~ responsibJ11ty. 
a! thPugh nut. a _jo.lnt: ~  was i ~ n~~ dyad 
members, i..e. ~ ;-JH ;lpprnxi.rnnt()]y e1udl ~n a ~ o 1 

husbrntds • .:11Hl wJ ves ~ searched. 
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It was hypothesized that joint ded.sion-making would 
emerge i.n employment-status categories in which the 
wlfe presently was emplc>yed and the husband was retired 
(9), and in categories in whi.eh both husband c::nd wife. 
sh:1red a common employment: status (6)" In the former 
case, the hypothesis pertaining to the search phase was 
supported, while in the latter case the hypothesis per
taining to the final decL<Jion-making phase was supported. 
In Lhe four instances [joint prohlem recognition and 
final declsion making in tile category in which the \·J:!.fe 
wus employed and the husband was retired (9), and joint 

~  recognition and se.arch in the category :tn which 
both spouses shared a common employment status (6)] in 
which hypotheses were not supported, the wife was re
ported as more dom:l.nant than her husband. 

The data ln<iicate tlwt: where the wife entered the work 
force at some time durl..nf! l•er Ufetime, she assumed 
morE' domlnance than her lmsband in the dec:! sion-makJ ng 
process (proble.m recognition, search, and final deci-
sion-making) regarding vncat1.on travel. The same 
lindlng wns not reported for her hushand, however. The 
Lendency toward traditionality of male dominance in 
e.mployment positions for thfs particular age group may 
exp !a in these res,,l ts. 



Decision-Making by Economic Well Being 

(10}: 
(null} 

Among family dyads which considered vacation 
travel, there is no difference in the economic 
well being of the family dyad which purchased 
vacation travel and the family dyad which did 
not a ~e vacation travel - not ~ e  

The data did not support the null hypothesis (10) which 
fltated that the economic wellbeing, as measured by net 
worth, of family dyad>! which purchased vacation travel 
would be the same as the economic wellbeing·of family 
dyads which did not purchase vacation travel. There
fore, it was concluded that the economic wellbeing of 

~e who purchased vacation travel was different from 
the economic wel.lbe.ing of those who d.id not purchase 
vacation travel. AnaJys.is of net worth for all dyads 
indicated that those dyads which purchased vacation 
travel had an average net worth between $25,000 and 
$49,999 while those dyads which did not purchase vaca
tion travel had an average net worth between $15,000 
and $24,999. 

Summary and Conclusions 

Nine of thP 2H hypoth<•fWH teHted ln this study were 
Hupporl!•d, willie I'! W<!re tlDL (;eneral.ly, the <lata 
suggest that wivl'H within the older famiJy dyads were 
perceived as more dominant than husbands in recognizing 
the idea of taking a vacation, and in searching for in
formation relevant to the vacation. Role dependency, 
however, manifested .itself in the form of joint deci
sion-making in the final decision-making phase in which 
dyads comm.it themselves to purchase or not purchase va
cation travel.. Role dependency may have occurred as a 
function of lack of interest and/or lack of confidence 
by either spouse in making the final decision, lack of 
time, or sheer lack of desire by either spouse to accept 
blame for a poor decision, should the decision be found 
to be poor. 

This study tends to support the idea that the older 
family dyad selected for this study is not a homogeneous 
unit. Rather, the interrelation between members of a 
dyad and the roles that each member plays in decision 
making seem to be distinctive factors to be considered 
in seeking better explanations of consumer behavior. 
Classification of a decision into various types of 
spouse-dominant influence suggests that communication 
strategies, media selection, and promotion policies may 
be "targeted" to the spouse responsible for the decision. 
For example, the group provides a highly targeted market 
for such media as direct mail or telephone selling, each 
of which eommuni.eates an individualized, personal appeal 
to a selec. ted market. These media possess the qualities 
of adaptabi.lity and timelines. The media could be used 
by travel agencies who could time messages to coincide 
with spousal influences. 

J.n summary, the study was not intended to be an explana
tion of the predispositions of all older adults. The 
study described a selected group of people from which 
generali7.ations, on a logical basis, may be made. 
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CONCEPTUALIZING ELDERLY BUYER BEHAVIOR 

Claude R. Martin Jr., University of Michigan 

The' J.ntc•rest in the market is 
growing daily ... we've had blinders on 
to anyotH' who wasn't young, raising a 
blg family and .in the "age of acqui
sition." (Bu3_!t:l_ess ee ~  November 19, 
1979). 

That stal<'IIH'nl JWrsonLflc•s :t rl'nc•wed stratcglc intc>n•st 
ln om• of t Itt• fnfltc•st growing sl'gmc•nts of the mark<-'t 
the eld<·rl y. As th<· t<•c•n and early-20's sc,gmPnts 

~  in slz" bl'cnuse of population attrition, many 
markl'll'rs iHlV<' bc>gnn to re-examinP the>.ir target segment 
strntq;les. Tltls papl'r examlnc>s that growth segmc•nt 
wlth thc• oh\t•ctiv<' of bringing together a conceptual 
framework for further research. 

Introduction - Demography 

The elderly market, defined for purposes of this paper 
as individuals sixty years of age or older,_has become 
a significant segment in terms of both size and pur
chasing power. It has doubled in size since 1950 and 
today represents 11 percent of the total U.S. popula
tion, and continues to grow at a rate approximately 
twice that of the under sixty segment. By the year 
2003, the elderly segment is expected to grow to 38 
million persons, or 14 percent of the total U.S. popu
lation. The estimates for the year 2030 - 55 million 
persons and 18 percent - are even more impressive 
(Businc:._s_s ___ ~ ~  September 3, 1979). 

Tht> growth t n·nd in the eldc,rly segment has a number of 
contributing Factors. Life expc>ctancy in the United 
States ls currently 73.2 years for the total population 
wlth a projection of the· improvement in 1ife l'Xpectancy 
trend Lo continue to the end of the 20th century and an 
averag<' expectancy figure of 80 years (Rice, 1979). 

If tlw current deel ines in mortality tables are assumed 
to contlnu<', then the over-65 generation will increase 
i.n sizP 'i9 percent, while ti1e population as a whole is 
expectc>d to incrc>ase by only 28 percent (Rice, 1979). 

Tlw grl'alt•r llfc• c•xpt·l'lancy tlf femalc•s over ma1t!S (77.1 
vc•rsus 69.] years) means that elderly womPn represent a 
greatl'r f>L•rcc>ntagL' of thl' total (57 .8% in 1980) and 
will cnntilllll' to lncn·mw Lhc•Lr proportional share to 
an estlm<ttvd 59 pc'rcrmt by the year 2000 (Fowles, 
(J974). 

The purchasing power of individuals sixty and over ls 
substantial. The median income in 1979 For the 24.4 
mill.ion Pldt•rly, aecordlng to the• Kenyon and Eckhardt 
avth•rtising ngL·ncy. was $8,063 ~  Week, November 
19, 1979). ln tc•rms of aggrc•gate income, the figure is 
w<·.ll ovl'r $100 bl lllon. Indeed, tlw aggregate' income 
of the l'ldc>rly segment is over twice that of the under 
25 markc•L, which has bec•n the focus of considerable 
marketing attunLion over the last two decades. Income, 
of course, rc>presents only part of the elderly's pur
chasing powl•r. As Atchley (1972) has noted, "[the 
c•lderly' s] p<·r-capita assets are the highest of any age 
group." 

l'l.nally l.n tills dc•mographic review is the fact that the 
l'!dc·r 1 y ar" nol as wide· Ly dispersed as other segments 
in Lhe markc>l and are concentrated in two geographic 
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areas. Analysis of 1978 ':ensus Bureau data shows this 
concentration in a band rrmning north and south from 
Texas to Minnesota, approximately two states wide, and 
in the state of Florida. 

Elderly Buyer Behavior 

Contributing to the demographic profile available to 
marketers is a limited selection of behavioral studies 
of elderly buying. Among these is the author's work 
(Towle and Martln, 1976) which shows the elderly con
sum<'r is not generally brand loyal (less than 9 per
cent), and that nearly two-thirds (60 percent) are 
psychographically described as candid, self-assured, 
stubborn and dominating. Certainly this is distinct 
from the oft inferred "grandmotherly image" portrayal 
found in much advertising. 

Other than this earlier work, the principle research on 
this segment's buying behavior seems to have concen
trated on information processing and the impact of in
store attributes on purchase decision-making. 

Impersonal Information in the Decision Process 

Overall Media Usage. Using an AID-Covariate analysis 
(Rao, et. al., 1976) on data generated in a major time 
use study by the Institute for Social Research at the 
University of Michigan, we found that age was a pre
dictor of use and enjoyment of newspapers (Hendrix and 
Martin, 1980). The study utiltzed the AID-Covariate 
algorithm to examine usage and enjoyment of three broad 
media classes: television, magazines and newspapers. 
However, only for newspapers was age a predictor of the 
covariates of enjoyment and media usage. These find
ings support the earlier conclusion of Bernhardt and 
Kinnear (1976) that newspaper readership is greater 
among the elderly than among the younger segments in 
the populatton. This author's own research concludes 
that the "older the respondent, the greater time de
voted to reading a newspaper and correspondingly the 
greater enjoyment associated with that reading" 
(Hendrix and Martin, 1980). 

Added to this is an earlier finding that elderly women 
buyers are more reliant on newspaper advertising in 
thl'ir fashion decision than are younger women (Martin, 
1971). 

Additional data on media usage indicates the elderly 
are less likely to read home-oriented, general reader
ship magazines than the younger segments (Bernhardt and 
Kinnear, 1976) and that television is ranked first in 
usage (French and Crask, 1974). 

~e ia ~ e i ene  and e i i ~  French and Crask 
(1974) tested several aspects of elderly usage of, and 
attitude toward, mass media. That study confirmed the 
usage patterns described above, but it also reported 
that the elderly found television to be their most re
liable information source. The data from that study 
showed that advertising in general is not only impor
tant as a source of information, but also serves as a 
motivator for the buying decision. A majority of the 
respondents in the French and Crask (1974) study (72 
percent) said that advertising was an important source 



of information to them, while 55 percent said that ad
vertising influenced thelr product choice. 

The same• resc,arch also examined the advertising con
tt•nt nnd c•fft•ctlvc•twss. TlJt• conclusion dr.1wn from that 
data Is I h;ll advt•rt !sin)', dln•ctt:d at lht• bro;Jticr mnr
kt•t, rathc·r thnn SJH'clflcally targetted to Uw t?ld<'rly, 
w [ 11 rl'<'t.' I vv hIgher rc·ca I I scores by lhe elderly. 

'l'lw d;Jla above· is consistent with John Howard's obser
vation that "You have• a psychological thing h"re. Many 
JWOJllc· don' L want to lw rl'mindvd thnt th<'y arc• old, and 
tht•y oflt'tl Lvntl to n•nct against advertising and mar
lu·t: lng progrnms Lilal Ht•parate them from the masses" 

i n~  ~  NoVl'mbc·r 20, 1971). 

J'oint-of-l'urchast• in the Dcci.sion Process 

Ont• of thv author's earliest studies examined the 
c•J derly fc•ma i c• consumer and hc•r apparel purchasing 
(Hartin, I 'J71). That Jata showed that "the older 
wonltttl sl1ops ln IL•w,..-r st orcs, both in lhc aggn..>gatQ and 
on Lht• d;Jy of" purcilns<'." ln addltlon that study rc
porlt'd th;ll Lilt• c•ldt'rly woman consumer was Sl'.ldom ac

~n it•d hy a "shopping pal" and tendc·d to shop and 
huy in t'llh"r ltlgh faslli.on wonwn's specialLy sLorc•s or 
In tradltion;ll Cull-lin<' dl'partmL•nL stores. Confirming 
this wns til<' find.lng by llL•rnhardL and Kinnear (1976) 
that the• eld .. rly sc'gmt'nl doc•s lc•ss shopping as a group 
1 han do youngc•r sl'gm<'nl s and that they favor shorping 
In Lrad [ tlon;J I cl<'partm<'nl >llon•s, particulnrly for ap-· 
~ e  Tht· t'tlllclw-don drawn is that tilt' <'1<1<-rly con

sLtmt•r rt•lit•>< Vt•ry lltilt• on J'<'<'r word-of-mouth infor
m;lllon In lh<· tJ,.,·Jslon prt>t'c•sH. Not only do lht' l'id
t•rly tc•mJ to t'Sl'ht•W tJa• lH'Wl'[' forms of rt•La[lcrs snch 
as dlscounlc•rs (llc•rnhardt nnd Kinnear, 1976) and con
centr<Jtc· on more traditional channels, hut tlwy are 

~ _ i i i ~  ___ c_>_n ___ S_!l_l_e_sj>ersuns for the point-of-purchase 
~  iorl ___ l-_n thl'lr dec is ion process (Martin, 1971). 

Conversely, a recent study that deals with information 
processing by tile elderly (Bearden and Mason, 1979) re
ports a consistl'nt lack of familiarity with three 
point-of-purchase shopping aids, but usage of those 
thre'' by the elderly in their buying decision. The 
three aiJs tested were unit pricing, nutrititional 
labeling and opccn-cod<O elating. The data show the eld
erly shoppc•r's familiarity with the three was signifi
cantly l<•ss tl<nn a national average. Again, the para
dox tmcovcn'd by the researchers is a lack of famili
ar ily, but usngc·. This suggests, for instance, that 
opendate coding serves as an assurance to the elderly 
consuliH'r tlwt the' product i.s fresh, though there• is a 
l;ll'k ol tcndl'rSI;tnding of how lilt.' datlng systc·m otwr-
at cH or what It rL·presvnLs. 

Cvrtalnly Lhv sltcdil's citvd concerning thL• impact of 
po lnt--of-ptcrchas<> nttributes are 1imi.ted, but th<'Y do 
minlmnJ l.y 1mgges t a hypothesi.s that marketer supplied 
information at the point-of-purchase apparently c.on
tributt·s sIgn if Lcantly to the buying decision, though 
thl' mechanism by which this affects the decision is 
unclear. 

New !lehavioral Data 

Ht•cc·ntl y lite' ;Jllthor cone luclt·d nnotlwr study of" c'ldvrly 
c·onsumc·rs wltkh, wld.le concentrating on thL•Lr purchase 
of flnnnclal rvtirement st•rviccs, does add to the con
struct or buyer behavior. In this recent effort we ex
amitwd the· l' 1 dvr ly consumers' use of various types of 
invcstmc•nls, ckbt inslruml'nts, sources of financial 
advlcc·, nnd nl titudes toward financial management ser
v lees. To fac ll itatL' this study we c>xamined the simi.
larit:lc·s and di ffcrt'llcl's lwlween tlw elderly and non
l'ldc•t:ly st•gmt·nl s Jn tc•t:'ms oi· the• dimc·nsions noted a-
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bove. 

Data 

The data are drawn from a recent survey conducted by 
thv Survl'y Research Center, Institute for Social Re
SL>arch, University of Michigan. Questions pertaining 
to financial matters were included i.n the June, 1980, 
"Survey of Consumer Atti.tudes." 

The national telephone survey consisted of intervi.ews 
with some 688 adult men and women living in households 
in the coterminus United States. The national prob
ability sample was selected utilizing a computer al
gorithm designed by SRC to randomly generate phone 
numbers. Of the 688 respondents, 26.1 percent were 60 
years of age or older. 

The questionnaire was designed by the author with two 
waves of pre-tests before inclusion in the June survey. 
All interviewing was conducted by the SRC's profes
sional interviewing staff. 

Results 

Particularly important for this paper were the areas 
concerning behavior and attitudes toward retirement 
planning. 

In that context the sources of advice which elderly 
consumers rely upon 1.n making investment decisions are 
of int<'r<'st. As Tahle 1 shows, we seG a very similar 
pntLL•rn ncross tlw two sPgm<mts. The most significant 
dHfc•rc•m·c• lA Jn tl'rtns of the· usc• of frltmds ns an Jn
vestmc>nt advisor. The elderly are much less likely to 
use this source, similar to the data uncovered in re
tail buying behavior and discussed earlier in this 
paper. 

TABLE 1 
INVESTMENT ADVISORS 

(Percentage of Respondents by Age Class) 

Investment Advisor 
Currently Used 

Accountant 
Banker 
Broker 
Tax Advisor 
Lawyer 
Jlr ic·nds 

~ 
Under-60 Over-60 

3.4 
9.4 
1.5 
2.6 
2.5 

18.3 

5.2 
10.1 

3.2 
2.8 
1.1 
5.5 

The most striking divergence between the elderly and 
non-elderly segments appears not in behavior, but rath
er in attitudes. The elderly percei.ve i.nvestment deci
sion-making as less difficult than do their younger 
counterparts, as Table 2 shows. Moreover, they eschew 
paying for advice. In fact, even if the choice were 
affordable, both the elderly and non-elderly segments 
would rather do their own financial planning than hire 
an advisor. 



(Percentage of Respondents by Age Class)

TABLE 2
ATTITUDES TOWARD INVESTMENT DECISIONS AND SERVICE

At ti t ud o-_.__.•

Would pay for investment advice

T f choice w('rl' a f fordable:

~e
Under Over

60 60

several major sub-segments (Towle and Mnrtin, 1976).
Us.ing 13 demographic, 20 psychographic and 10 buying
style measures there were six distinct sub-segments of
the elderly market identified.

Certainly future researchers must be aware of this
lack of homogeneity in examining the elderly market
and its possible sub-segments. However, the need to
expand the research into a conceptualization of the
elderly consumer's buying behavior and how it differs
from the younger segments is called for. Hopefully
the outline of c.ertain dimensions of that behavior re
ported here will be helpful for future researchers.

Despite this apparent self-reliance) it is alarming
that only 12.9 percent of the elderly report having a
financial plan in place, compared to 27.1 percent of
those under 60. Of those who do not, a very small
minority - 12.5 percent - indicated that they would
pay someone to puL such a plan together for them.

Difficulty of investment decision/making:

Hire investment advisor
Do own planning

Very difficult
Some difficulty
Not at all difficult

16.5
79.6

24.8
32.7
37.1

17.2
72.0

19.1
18.1
47.2
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WIIITI·:/Ill.lll·: Cill,L/11{ CI.ASS STATUS AND CUSTOMERS' PIH\FEHENCE AND USAGE BEHAVIOR 
TOWt\J{J) BANK IN<: METIIOilS: AN t\'1''1' I 'l'lllll\ OIUENTATTON 

llnvld .1. Onlllllll, llniv<•rHI.ty of South FlorJdn 

Abstract 

Using iln attitude orientation, the study focuses on 
the direct assessment of preference and usage behavior 
differences toward selected banking methods among con
sumers who socially perceive themselves as either a 
blue col Inr-orlented individual or a white collar per
son. ThL· fIndings indicate significant preference 
pattern differences as well as isolated psychographic 
and socioeconomic characteristics; but fail to demon
strate conclusive evidence of significant usage be
havior differences between the customer groupings. 

[ntroductton 

The concept of social class status has long been 
tl1ought to influence individuals' preference and be
havior patterns toward a wide variety of economic 
goods and services. Consumer research findings rele
vant to social class over the past two decades have 
led Investigators to the tentative belief that prefer
ence as well as behavior patterns differ from one class 
to the next. While most researchers are in general 
agreement that social class membership is determined 
by an individual's status on several socioeconomic 
factors, attempts to relate social class differences 
to spec.lfic consumer behaviors have resulted in less 
than conclusive results. Martineau (1958) reported 
information tentatively supporting his contention that 
social class affects perceived risk, choice making, 
and store selecti.on among other factors. Mathews and 
Slocum (1969) found the existence of social class dif
ferences among consumer groups' usages of credit cards. 
Similarly, Settle, Alrecl<, and Belch (1978) established 
social class differences in respect to various leisure 
actlvltieH. Whereas, Rlcl1 and .Jain (1968), on the 
other hand, not"d only weak differences between socia] 
c·lnsfH'S with n·spect Lo :;ourcc•s of shopper information, 
lnteqwrsnn:!l !nfluen<'Ps, f;Jshlon :lnterests, or other 
factors influencing shopping behavior. Additionally, 
Hirschman (1979) found consumers' social class status 
to be a poor predictor of differences in consumers' 
in-ston• purchas Lng behavior as well as their credit 
card payment pat terns. 

Some resPnrchcr:.; hnvc contrl.huteU the unequivocal re
sults of social class stallls with respect to consumers' 
preference and behavior patterns as being a result of 
the confusing lssues· which yet surround both the theo
rc•ticnl construct of social c.Lass and the behavior 
patterns that are supposed to he affected by social 
class. There are some problems in identify:lng the 
behavioral effects of class membership. More speci-
f ieally, some researchers feel that even though brand/ 
store preferences may differ by social class, the in
dividual's actions may be constrained by situational 
factors that an• not related to social status (Settle, 
Alreck, !lelcil, 1978; Kelly, 1975). Furthermore, most 
researchers agree an individual's social class member
ship is a derivative of that person's status on sev
eral socioeconomic factors but there is still lack of 
clear concensus about what variables should be included 
or what weight should be placed on each (Hirschman, 
1979; Settle, Alreck, Belch, 1978). 
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Most research efforts to understand relationships be
tween social class status and consumers' marketplace 
behavior have focused on sets of consumer-related 
state of being factors (i.e., educational status, 
family income, marital status, occupational status, 
type of employment, etc..) as being the salient ele
ments for determining individuals' class status. As a 
result, researchers have classified consumers into one 
of the traditionally ac.c.epted social status classifi
cation schemes such as Warren's (1960) or some modifi
cation thereof, such as the more pragmatically ac
cepted white/blue collar social class structure scheme 
(see for example, Settle, Alrec.k, Belch, 1978). An 
alternative conceptualization of social class status 
which has, for the most part, gone empirically un
treated is that of viewing the social class status 
concept from a perceived attitude orientation. 

This paper focuses on the direct assessment of prefer
ence and usage behavior differences toward selected 
banking methods among consumers who perceive them
selves as either blue collar-oriented individuals or a 
white collar person. Additionally, assessments of 
socioeconomic and psychographic characteristic. differ
ences between the two test groups are made. The as
sessment of possible preference and behavior patterns 
as well as socioeconomic and psychographic character
istic di.fferences were derived through testing the 
following hypotheses: 

White collar-oriented customers exhibit signifi
cantly different preference patterns toward spe
cific banking methods than do blue collar
oriented customers. 

White collar-oriented customers exhibit signifi
cantly different usage behavior patterns of the 
banking methods than do blue collar-oriented 
customers. 

Signifi.cant socioeconomic and psychographic char
acteristic differences exist between the white 
collar and blue collar-oriented customer groups. 

Methodology 

Research Procedure 

The research procedure used to collect the necessary 
data was a direct mail survey, characterized as being 
descriptive and exploratory in nature. A specific 
cover letter was attached to a carefully designed 
self-administered questionnaire to enhance the parti
cipation of the selected bank customers as well as 
assure the legitimacy of the study. The true purposes 
of the study were disguised in an effort to prevent 
possible extraneous biases from entering the study. 
Additionally, a twenty-five cent token incentive plan 
was implemented as a method to encourage the respon
dent's participation. 

Population 

The population under study was defined as adult male 
and female residents of a large southern metropolitan 
city having at least a current savings or demand 



depostt account with a particular commercial bank in
stitution located in the city. The decision to use 
only customers from one specific bank enhanced control 
for differences in bank images, selling or promotional 
procedures, and/or special services offered to a cus
tomer. 

Sample Design, Techni.que, and Data 
Collectton Method 

A probabilistic simple random sampling technique was 
employed to draw a representative sample of 600 indi
viduals from the bank's central bank account files. 
Those customers selected as prospective respondents 
were mailed the quarter incentive-cover letter and 
questionnaire alongwith a self-addressed, stamped re
turn envelope. A total of 348 usable questionnaires 
were returned to a registered Post Office mail box by 
the spec! f i<•d deadline date. 

Questlonna:lrc 

The instrument used to collect the data necessary for 
the study wns a detailed self-administered question
naire designed to allow the respondent, himself, to 
read, interpret, and respond to each que.stion in the 
comfort of his home in elude of any interviewer's 
presence, thus reducing the possibilities of any in
terviewer bias entering the investigation. A combina
tion of direct and Indirect scale measurements were 
designed and pretested, by a convenience sample, to 
assess the subjects' preference and behavior patterns 
toward several specific banking methods as well as 
selected demographic and psychographic characteristics. 
To assess the variability and sensitivity among the 
subjects' attitudinal and preference responses, the 
scale measurements were designed having either ordinal, 
interval or ratio scaling properties. 

Attitude-Oriented Social Class Status 
Test Groups 

For purposes of this '-'Xploratory endeavor to investi
gnte individuals' social class status from an attitude 
orientation, respondents were asked to respond to the 
following question: "Socially, I see myself more as 
a blue collar indi.vidual rather than a white collar 
person" hy using a modified, six point Likert-type 
scaling scheme that ranged from "definitely agree" to 
"deftnitely disagree." Pre.liminary analysis of the 
data structure associated with the white/blue collar 
psychographic statement indicated the existence of 
three distinct test groups, described as: 

White Collar.--respondents who either generally or 
definitely disagreed with the psychographic 
statement. 

Wh:ite-Tllue Collar.-those individuals who only either 
~  agreed or slightly disagreed with the 
statement. 

Blue Collar.-customers who either generally or 
definite] y agreed with the psychographic state
ment. 

Although the data structure of the total sample re
vealed three separate distinct social class status 
groupings, only the two extreme groupings: white col
lar (N = 144) and blue collar (N = 132) were included 
for testing of the g:lven hypotheses in this paper. 

46 

Analysis and Findings 

In testing (Hl), respondents were asked to rate five 
specific banking methods on the basis of desirability 
of use. By using a modified Likert-type scaling 
scheme that ranged from "(I) definitely like using 
this method" to (I) definitely dislike using this 
method," preference mean values for the five banking 
methods were computed for each test group. Between 
group preference pattern differences for each banking 
method were tested for significance using the Z test 
procedure. Table 1 presents the summary of the means, 
standard deviations, and standard errors of the pre
ference measure relevant to each banking method for the 
two customer groupings. Also reported in the table are 
the results of the means difference test for each bank
ing method. 

TABLE 1 
PREFERENCE DIFFERENCES OF CUSTOMERS' PERCEIVED 

DESIRABILITY TO USE SELECTED BANKING METHODS 

Analyzed by: Banking Methods, Blue/White Collar 
Customer Groupings, Desirability 
Means, Standard Deviations, Standard 
Errors and Significant Values 

Blue and White Collar Groupins• 

Definitely Definitely 
Blue-Collar White-Collar 
Oriented Or ian ted 
(N • 132) (N • 144) 

Stan- Stan- Signi-6 
Mean° Standard dard Mean4 Standard dard ficant 

Bankina Het:hoSs ~ Deviation lrror Value Deviation .!!.!:2! .Y!.!!!!..... 

Inoido the Bank 3.QS • 711 .063 

Drive-up Window 3.52 .737 .on 

24-Hour Machine 2.72 1.274 .126 

Bank by Mail 2.01 1.072 .105 

Bank by Phone 1.89 1.024 .100 

a Maaour ... nt Schema: 4 • Uoually 
3 • Occaoionally 
2 • Ranly 
l • Almat · Waver 

3.42 .688 .060 p ~  

3.16 .952 .984 p ~  

2.80 l.l33 .105 NSD 

2.25 1.178 .105 p !·l 

1.83 ,923 .084 NSD 

bSignificant Value: NSD danotaa that the maana difference toot 
reoulto indicated NO SIGNIFICANT DU'FI!RENC! at 
the .l level. 

Interpretation of the means difference test results 
clearly indicates the existence of significant differ
ences in preferences toward using the selected bank 
methods between customers who perceive themselves as 
being blue collar-oriented and those who see them
selves as white collar. More specifically, the find
ings tend to demonstrate that white collar-oriented 
customers, on the average, exhibit a somewhat stronger 
preference toward using inside the bank facilities 
(mean= 3.42), as the desirable, or preferred, manner 
for handling their banki.ng matters than did the blue 
collar customers (mean= 3.05). This difference in 
preference was significant at the .001 level. Addi
tionally, the bank by mail method was preferred sig
nificantly more, at the .1 level, by whhe collar 
customers (mean = 2.25) than by blue collar individual 
(mean= 2.01). Although a preference difference ex
isted between the two classes, the method, itself, was 
viewed as being a less desirable manner for which to 
conduct banking matters than either the inside the 
bank, drive-up window, or 24-hour machine methods. 
Furthermore, the findings demonstrate that blue collar
customers exhibit a significantly stronger preference, 
at the .001 level, toward the drive-up window method 
of banking (mean = 3.52) than the white collar custo
mers (mean= 3.16). The findings fail to demonstrate 



sign I r l<'nnl prefl'r!'tl('(' d f ffen•tl('('H beLWl't'n tht• two 
cuslonlt'r gro11ps for t•f LIH•r tht• 2t,-ho11r m;tchfnt• or bnnk 

~  ttt<•Liwds. On tltt• h:tsfH ~~~ n  
would hav<' to •·onef '"''' that pn•fcrl'n<'f' di ff<·n·nces do 
t•xl Ht f><'tW<'l'll wid te and hI II<' roll ar <'IIRtomc•rR in 
respect to l'IH·-Ir dPsfre l-n use <1 e ~  banking 

method iiS a ~nn  for handling various banking mat
ters; thus supr>Ortlng the first hypothesis. 

To tPst tht• H<•cond stated hypothPsis n•levant to bank
i ~  m<'thod usage behavior differences between the 
l'IIHl:OITH'r )',l'llllpfng,;, sfmifar anilfyFdS J1rlll'<•dllrt'S Wl'rl' 

followl'd ilH IH·I·orc•. In iiBHl'HHing the• dl'gr<'<' to which 
the respondents use e;wh or the d·Jfferent banking 
methods, CIIHtomers were nsketl to rate th<· m<'thods on 
the basis of their perceived usage experience. Using 
n direct, fonr-po.int rating scale ranging from "usual
ly" down to "almost never," means were computed and 
subjected to a means difference test. Interpretation 
of thL• n•sults from Tabl<' 2 incltcates that usage be
havior d f ffc•rpnces between the two customer groups 
exist only for the drive-up window method, at the .01 
level. That is, blue collar-oriented customers, on the 
average, perceive themselves using the hank's drive-up 
window (mean = 3.16) occasionally more often to eon
tluct their banking transactions than do white collar 
customers (mean = 3. 07). The findings fail to demon
strate any significant usage behavior differences in 
respect to the other banking methods. In light of 
the, at best, marginal results, one woul"d have to be 
cautious to conclude that the findings were in support 
of the hypothesis. Additional analysis, beyond the 
scope of this paper, should be made to further investi
gate the possibilities of banking methods usage dif
ferences and white and blue collar customers. 

TABLE 2 
USAGE BI\IIAVlOR DIFFERENCES OF CUSTOMERS 1 

ACTliAI. USAGE OF THE SELECTED BANKTNG 
M ~ i  

Ana I y7.l'd hy: Hank lng Methods, Ill ue/Wh lle 
Collnr Custontl'r Croupfngs, Usage 
M<·ans, Stnndnrd llevlatlons, Standard 
Errors antl Significant Values 

Blue and White Colbr Groupings 

Definitely Definitely 
Blue-Collar White-Collar 
Oriented 
(N • 132) 

Inside the Bank 1.23 • 726 .063 3. 38 

Oriented 
(N • 144) 

.692 .055 NSD 

Drive-up Window 1.36 .730 ,066 3.07 • 985 .084 p ~ .01 

24-Hour HaC'h1ne 2.11 I. 215 .118 2. Jl l. 200 .105 NSD 

Bank by Mail l. 64 1.001 .095 1. 76 1.074 .095 NSD 

Bank by Phone 1.28 .621 .063 l. 34 • 667 .055 NSD 

a Heaaurement Scheme: 4 • Usually 
J • Occasionally 
2 • Rarely 
1 • Almost Never 

bSigntfirnnt Value: NSD dena tea that the means difference· teat 
results indicated NO SIGN lFICANT D lFFERENCE at 
the .1 level. 

For dc•tl'rminlng significant psychographic and demo
graphic chara,·teristic differences between the two 
customer groups, the respondents were asked to self
rate thc•mselves on thirteen specific psychographic 
statements and eleven selected socioeconomic factors. 
Prior analysis of the psychographic dimensions through 
the use of R-type factor analysis (Nie, et al., 1975) 
and varimax rotation of the principal components 
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revealetl the existence of seven life style dimensions 
significant nt the .l level or higher. For each dimen
Rion, tlw mc•an vnlues of the separate wlthi.n elements 
were• computed for each customer sub-group and tested 
For significant difference using the Z test procedure. 
Table 3 presents the summary of the means and standard 
deviations of the individual psychographic factors by 
tlimensions for the customer groups. Also reported are 
the results of the means difference test for each 
statement. 

TABLE J 
COMPARISON OF WITHIN DIMENSION PSYCHOGRAPHIC MEAN 

DIFFERENCES BETWEEN WHITE AND BLUE COLLAR 
ORIENTED BANK CUSTOMERS 

Analysis by: Life Style Dimension, Mean Value, 
Standard Deviation, and Significant 
Value 

Blue and White Collar Grouping• 

Lite Style D:lmea.aion 
and Statements* 

FINANCIAL OPTIMIST 

Five years from. now the 
family income will probably 
be a lot higher than 1 t ia 
nov. 

I will probably have more 
money to 1pend next year 
than I have now 

FINANCIAL DISSATISFIEDN!SS 

I wt.h we had a lot 1110re 
money. 

Unexpected. situation• often 
catch me without enough 
money in my pocket. 

INFO liMA TION I!XCHANGI!ll 

I oft-.. 11ek out the advice 
of 111y frianda naard1na a 

Definitely 
Blue Collar 
Oriented. 
IN • 132) 

Stan-
Mean dard 
~a~ 

4.73 1.554 

4.38 1.561 

3.22 1.123 

4.02 1.361 

lot of dithrea.t thinaa. 4.09 1.422 

My neighbor. or friend• often 
coma co me for advice. 4.04 

CREDIT USI!ll 

I buy many thinga with a 
credit/bank card. 3.S6 

It h good to have charge 
accounts. 4. 75 

t like to pay cuh for every-
thing I buy (ravened) 4.43 

ADVERTISING V!1!WI!ll 

I am definitely influenced 
by adverthemente. 

For moet produce. and aer
vicea, I try the onal that 
are moat popular. 

FAMILY ORIENTED PI!RSON 

Sahty and security for my 
.family are moat important 
to me. 

PRICE CONSCIOUS PERSON 

A penon can aave a lot of 
money by 11hoppina for 
bara:aina. 

3.34 

4.36 

5,94 

.:..99 

1.427 

1.946 

1,411 

1.349 

1.434 

1.353 

,024 

1.088 

Definitely 
White Collar 
Oriented 
(N • 144) 

~n S111ft1H-
Mean dard c:an.t 
Value8 .E!!.!!!!:2!. Valueb 

4.63 1.626 NSD 

4.49 1.542 NSD 

4.99 1.324 NSD 

3.06 1.640 p ~  

3.88 1.471 NSD 

4,31 1.313 p ~  

3. 78 1.790 NSD 

4.94 1.277 NSD 

3.83 1.642 

3.19 1.284 NSD 

3.63 1.440 p :,.001 

5.69 .822 p ~  

4.81 1.202 NSD 

• All the psychographic statemenu are significant -t.t the .1 hval of signifi
cance or better. 

a Measurement Scheme: 6 • Definitely Agree; 5 • Generally Agree; 4 • Slightly 
Agree; 3 • Slightly Disagree; 2 • Generally Oiugree; 
1 • Definitely Disagree. 

b Significant Value: NSO denotel that the means difhranee t .. t results indi
cated NO SIGNIFICANT DIFP'!R.ENC! at the .1 level. 



Interpretation of the results demonstrates the exist
ence of several distinct within psychographic dimen
sional differences between blue and white collar
oriented bank customers. While blue collar customers 
tend to agree that they like paying cash for all their 
purchased products (mean = 4.43), more than white 
collar individuals ean~ 3.83), they view themselves 
as being caught more often by unexpected situations 
without enough money on hand (mean = 4.02) than do the 
white collar customers (mean= 3.06), Furthermore, 
blue collar customers demonstrate significantly higher 
concerns for the safety and security of their families 
(mean = 5.94) and accepted brand name products (mean 
4.36) than do the customers perceiving themselves as 
being white collar-oriented individuals. All these 
psychographic differences tested to be significant at 
the .001 level. In contrast, the findings indicate 
that white collar customers (mean = 4. 31) significantly 
more so, at the .1 level, than blue collar persons 
(mean= 4.04) tend to view themselves as self-pro
claimed opinion leaders. giving advice to their neigh
bors or friends .• 

To investigate the existence of possible demographic 
characteristic differences between the two subgroup
logs, the groups were cross-tabulated with eleven 
socioeconomic items included in the study and the Chi
square statistic used to measure statistical signifi
cance at the .OS alpha level. The results reported 
in Table 4 indicate the existence of significant demo
graphic differences between the two social class sta
tus groups within five of the socioeconomic items. 
Interpretation of the findings tends to point out that 
significantly more white collar customers (16%) are 
newcomers to the community's structure having lived in 
the area for three years or less .in comparison to blue 
collar individuals (5%). Whereas, blue collar custo
mers (81%) tend to be more established within the ~ 

munity's soci.al structure for over a decade than are 
the white collar customers (69%). Educationally, the 
white collar group exhibits a significantly higher 
level of educational experience with 63% holding at 
least a college degree as compared to only 20% of the 
blue collar: individuals. Another significant differ
ence exists w:lthin the occupation status dimension. 
White collar individuals (57%) are employed more in 
some type of professional-oriented position than are 
blue co 11 ar cus tamers (19%). Whereas, blue collar 
epople dominate the technical/clerical (32%), skilled 
labor (18%) and semi-and unskilled (8%) type jobs. 
With respect to union membership status, more white 
collar customers (98%) perceive their jobs as being 
non-union in nature than do the blue collar (67%). 
Finally, family income level differences were demon
strated within several of the specific income ranges. 
Significantly more blue collar customers (51%) indi
cated their fami.ly income to be between $10,000 and 
$24,999, Whereas, mor.e white collar individuals (40%) 
reported incomes between $25,000 and $50,000. On the 
basis of the findings, it can be tentatively concluded 
that psychographic as well as demographic differertces 
do exist between the two social class status subgroups 
of bank customers which can be used to further isolate 
and describe the members within each subgroup. 

Implications 

Hypothesis l: White collar-oriented customers exhibit 
signifieantly different preference patterns toward 
specific banking methods than do blue collar
oriented customers. 

The findings tend to support the postulated existence 
of preference differences toward using selected bank
ing methods between customers who perceive themselves 
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as being a member of the white collar social class sta
tus and those perceiving blue collar status. Several 
significant implications can be drawn from the reported 
findings. First, the empirical evidence of the exist
ence of preference differences toward selected banking 
methods lends support to the premise that the concept 
of social class status can be interpreted, in part, 
through a self-reporting attitude orientation. Conse
quently, recognition of this viable alternative con
ceptualization of social class status will afford re4 
searchers and practitioners, alike, new insights into 
the appropriateness of not only the traditional mea
surements of social class status but also the import
ance of including some type of psychological frame of 
reference as a specific variable. 

TABLE 4 
DEMOGRAPHIC DESCRIPTION OF CUSTOMERS WHO 
PERCEIVED THEMSELVES AS WHITE COLLAR AND 

BLUE COLLAR INDIVIDUALS 

Sex of Respondent 
Male 
Female 

Lensth of lla81dance in Ar .. 
2 yeara or 1••• 
4-10 y .. ro 
11 y .. ra or 110re 

Lensth of Curr.,.t lleo1dence 
3 yaara or lua 
4-10 yean 
ll y .. re or 110re 

Emplol!'""t Statue 
Full TiM 
Part Tille 
Not Employed 

Marital Statue 
Married with children 
Married v:l.thout childrlll\ 
Stnala, Widowed, Diwrcad, 

Separated 

Spouee 'f l£1ouet Statu• 
Ful 1M 
Part TiM 
Not lllllployed 

Laval of Education 
Rich achOOi daana or lua 
Sou collasa or technical echool 
Co11asa de(lree, !ll'aduata atud:l.u 

or .advance d.ear•• 

Asa of llaapondant 
25 or under 
26 - 55 
56 or over 

Occupation 
Prota .. tonal 
Technical/Clerical 
Skilled Labor 
Semi- or Unak111ed 
Not tn labor force 

Non-Union/Union Statue 
Non-union 
Union 

IDCOII& Level 
Under $10,000 
$10,000 - $24,999 
$25,000 - $50,000 
over $50,000 

Definitely 
White 
Collar 
Prig&• 

(N • 144) 
50 
so 

(II • 144) 
16 
15 
69 

(N • 144) 
42 
29 
29 

(II • 144) 
67 
10 
23 

(II • 144) 
47 
16 

37 

(II • 90)b 
50 
8 

42 

(II • 144) 
a 

29 

63 

(II • 144) 
20 
59 
2l 

(II • 144) 
57 
18 

3 

22 

(N • 134)c 
98 
2 

(N • l38)c 
11 
37 
40 
12 

Definitely 
lllue 
Collar 
Qrfep;est 

(II • 132) 
55 
45 

(II • 132) 

1! I 
81 

II • 132) 
37 
23 
40 

(II • 132) 
62 
11 
27 

(N • 132) 
.55 
11 

34 

(N • 87)b 
51 
5 

44 

(II • 132) 
40 
40 

20 

(II • 132) 
17 
53 
30 

(II • 132) 
19 
32 
18 
8 

23 

(II • 121)c 
67 
33 

(N • l28)c 
19 
51 
26 
4 

*All figure& are parcentapa of their raapect:l.ve aampla a:taa, 

Siani
ficent 
J•lg 

• 
• 

• • 
• 

• • • • 

• • 

• a 

~i in categorical de110sraphic d:l.fferencaa aiJIDificant at ,05 level. 

N value to amaller becauoe of a qualifying conatraillt a .. oc:l.ated with 
the question. 

eN value represent• only thoae rupondenta who answered that correspon
ding question. No anawera were excluded from the analy•ia. 



Second, support of the existence of an attitudinal 
dimension associated with the traditionally accepted 
blue collar/white collar classiflcnt1on scheme provides 
researchers new insights in the predictive powers of 
social class status serving as a meaningful discrimin
atory factor in determining consumers' preference pat
terns toward economic goods nnd servfcf's. 

~ ~  l: White coller-oriented customers exhibit 
significantly different usage behavior patterns of 
the hank:lng methods than do blue collar-oriented 
customers. 

Several implications can he• drawn from the reported 
findings of the behavior pattern hypothesis. First, 
the ];wk of COilt'ltlflfVP Hllf>(>Ort toward the posttllatNI 
"X[Stt•IJ('l' of IIHilgP behavior d[ffL'Tl'nt,.>H between the 
bank <'IIStonJ<•r gro11pings tmvard selected banking me
thods, rnf•ws qtll'Stlonslolhe predictive powers of an 
attlLtJde-orfl'llt<•d social class status scheme in deter
mining, or tmdPrstancling, individuals' usage behavior 
patterns. That Is, bank customers' own attitude as
sessment or their association with a given social 
class status (i.e., blue-white collar), by itself, 
tends to be a relatively weak indicator of their usage 
behavior of available banking methods. 

Second, the f !ndi.ngs tend to e n a ~ support to the 
known not Lon that actual purchase, or usage, behavior 
actions are influenced by a combination of environ
mental and intrapersonal factors of which none, by 
themselves, may prove to be salient in nature. Further 
research is needed to assess the impact of the psycho
logical dimensions, relevant to social class status, 
on customers' behavior actions and patterns. 

HypothPs Ls 3: Significant socioeconomic and psycho
graphic characteristic differences exist between the 
white and blue collar-oriented customer groups. 

The supportive findi.ngs toward this hypothesis tend to 
fortiry the not ion that individuals who perceive them
selves ns having wh:lte collar, social class status are, 
in part, different from those maintaining a membership 
described as blue collar in nature. Additionally, the 
findings tend to lend support toward studying the con
cept of social class status from an attitude orienta
tion. As a r<'sult., bi!nk management and researchers may 
gain frui.tful Insights toward better understanding the 
concept of sorii!l class status and its impact as a par
tial predictor of conswners' banking preference and be
havior· patterns as well as the various milrket segments 
and the !r m<•mlwrs' dec Is ion processes underlying bank
Jng mt>Lhod choices. 

Conclusions 

This Ht.udy n•c·ngnlz<'R ~  tlw Hocinl clnss stntus con
cept has psy,·hologll'al dimL·nsluns for whic-h considera
tion should IH• givPn whc•n nsseHslng its predictive 
powc•rs as W<'il as descri.ptlve capabilities toward cus
tomers' banking preferrntce nnd behavior patterns. 

Futurt> resParch on social class status should continue 
to investigate the relationships between the psycholo
gical dlm<'nslons relevant to consumers' perceived at
titudes toward class status membership and varying 
marketpLH'L' hl'lwvlors. Findings tend to be supportive 
of this rt'HL'ilrchc>r 1 s ,:onv ll'l !on that no lortg('r can 
sue Li I c·lnHH rt•sc•an·l"·rH complL·tely fgnon· Lh<• potpn
tLtl lmporLanc<' of or tht> relntive Impact of the att1-
tudlnal dimensions with the factor of social class 
status. 
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Once more is learned and understood about social 
class status as a perceived attitude, more meaningful 
direct applications may emerge. These applications 
should be beneficial not only to marketing decision 
makers (i.e., bank executives), but also society as 
well. 
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Abstract 

Intentions to !El a cigarette were predicted signifi
cantly better by the Ajzen and Fishbein model when the 
attitudinal and normative components were operational
ized in terms of beliefs specifically related to "try
ing" than when operationalized by beliefs specifically 
related to "smoking," and intentions to smoke were 
predicted significantly better by the model when the 
components were operationalized in terms of beliefs 
related to "smoking" than when operationalized by 
beliefs related to "trying." The magnitude of the 
differences was so small however that Fishbein's sug
gestions for improvements in the content of smoking 
prevention programs, aimed at adolescents, do not 
appear to be warranted. 

Much of the recent research on consumer choice is in
fluenced by the conceptual framework of cognitive social 
psychology. This framework emphasizes the importance 
of beliefs, attitudes, and intentions as the most 
immediate determinants of behavior. 

Trial versus Adoption 

In applying this approach the assumption is implicit 
that the beliefs which underlie attitudes, which in turn 
underlie intentions, which in turn underlie an ~
chase behavior (Fishbein and Ajzen, 1975), are the same 
beliefs which underlie trial of a brand. See Green and 
Srinivasan (1978), Green and Wind (1973), and Wilkie 
and Pessemier (1973) for instances of this implicit 
assumption in conjoint analysis, multidimensional 
scaling, and multiattribute attitude modeling. This 
assumption may not always be correct however. As 
Fishbein has observed, the set of beliefs which under
lie one type of behavior may be irrelevant to another 
type of behavior: 

"there are a large number of beliefs that are 
material for any given smoking decision. It 
is important to realize, however, that a belief 
that may be material to one smoking decision 
(e.g., starting to smoke) may be immaterial to 
another (e.g., continuing to smoke) ••• " 
(Fishbein, 1977, p. 24). 

If the beliefs which underlie trial of a product are in 
fact different from those which underlie adoption or 
purchase, this could have important implications for 
policy. In the case of cigarette smoking for instance, 
the best appeals to use in prevention programs aimed at 
adolescents may be quite different if the objective is 
to dissuade adolescents from trying a cigarette than if 
the objective is to dissuade them from becoming a 
cigarette smoker. The difference in objectives is 
particularly important in the case of cigarette smoking 
where trial is often tantamount to becoming a smoker due 
to the physiological (Goodman, 1968; Schachter, 1977) 

*This research was supported by NIH Grant No. HD13449-0l. 
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and psychological dependence producing properties of 
cigarettes (Russell, 1974). (A fact unbeknown to most 
adolescents.) 

In a recent and comprehensive review of the public lit
erature on consumer beliefs and attitudes towards 
cigarette smoking, Fishbein came to the conclusion that 
although anti-smoking campaigns have played a major role 
in reducing generic demand for cigarettes, many anti
smoking campaigns failed "primarily due to (a) the 
selection of inappropriate arguments and/or (b) a 
failure to select a sufficient number of appropriate 
arguments" (Fishbein, 1977, p. v). 

Purpose of Study 

This distinction between "trying" or "smoking" is one 
aspect of the more general issue of "correspondence" 
which has been raised in the application of the Ajzen 
and Fishbein model (Ajzen and i ein ~  Accord
ing to Fishbein and Jaccard (1973), a behavioral in
tention involves four distinct aspects: an action, the 
object toward which the action is directed, the situ
ation in which the action occurs, and the time at which 
the action occurs. Predictions of intentions using 
the Ajzen and Fishbein model are expected to be greater 
when a high correspondence exists, along these four 
aspects, between the attitudinal and normative compon
ents of the model and intentions. Previous research 
has already demonstrated the effect of correspondence 
with respect to the object (Davidson and Jaccard, 1975; 
Fishbein and Jaccard, 1973) and with respect to situa
tional (as well as object) aspects (Schlegel, Crawford, 
and Sanborn, 1977). This study investigated the effects 
of correspondence with respect to alternative actions, 
trying and smoking, directed toward the same object, 
cigarettes. 

Method 

Respondent Selection 

To provide an appropriate test of the hypothesis, 
adolescents, who are presently in the stage when cig
arette smoking typically is initiated, were selected 
as respondents. Bynner (1969) reported a progressive 
increase in smoking rates over the period from ages 
11-15 (4% at age 11, 9% at age 12, 17% at age 13, 27% 
at age 14, and 38% at age 15). Although some surveys 
(Adult Use of Tobacco, 1975) provide evidence that 
smoking began in some cases as early as age 6, we 
selected students in grades six through twelve. All 
4620 students in one county school system in a mid
western state were investigated. 

Questionnaire Design and Administration 

Attitude toward the act (Aact) was derived by multiply
ing subjects' beliefs about the consequences of the 
behavior by their evaluation of those beliefs. Thirteen 
belief items were generated by a review of the relevant 
literature and these beliefs were pilot tested with a 



separate but similar sample of students. Following 
Fishbein's (1977) reeonuncnc.lations, all beliefs were 
stated in n personally relevant way rather than in 
terms of the general consequences of the behavior of 
interest. Subjects ind:f.cated their degree of belief 
for each item on a 5-point Likert scale ranging from 
"strongly agree" to "strongly disagree."l Parallel 
forms of each of the 13 beliefs were constructed for 
"smoking" and for "trying" (e.g., "If I smoke (try) 
cigarettes I will feel good."). Beliefs were evaluated 
ou a 5-point Likert scale ranging from "very bad" to 
"very good." (e.g., "If I feel good that will be:"). 

Normative beliefs concerning four different referents' 
expectations for smoking behavior were measured on a 
5-point Likert scale ranging from "strongly agree" to 
"strongly disagree." The four referents were: friends, 
parents, best friend, and steady boy/girl friend. 
(e.g., "My friends think that I should smoke (try) 
cigarettes."). Parallel forms were constructed for 
"smoking" and "trying." 

Behavioral intentions concerning each of the two be
haviors, smoke and try, were measured on a 5-point 
Likert scale ranging from "strongly agree" to "strongly 
disagree." (e.g., "I plan to smoke (try) cigarettes a 
year from now."). 

Smoking status was measured on a 6-point_ scale: (1) "I 
have never smoked a cigarette, not even a few puffs." 
(2) "I have smoked a cigarette or a few cigarettes 
'just to try' but I have not smoked in the past month." 
(3) "I no longer smoke but in the past I was a regular 
smoker." (4) "I smoke regularly but no more than one 
cigarette a month." (5) "I smoke regularly but not more 
than one cigarette a week." (6) "I smoke more than one 
cigarette a week." 

The questionnaire was group administrated by a research 
team whose members were unaffiliated with the school 
system. Respondents were instructed that their respon
ses would be kept strietly confidential. 

Results 

As expected, a signifJcant pereentage of these respon
dents had experienced dgarette smoldng but most were 
still at the stage when the decJsion to try a cJgarette 
and the decision to become n smoker was Jmminent. For 
purposes of analysis all respondents who endorsed Item 1 
("I have never smoked a cigarette, not even a few 
puffs.") were classified as "nonsmokers." The percent 
of nonsmokers in grades 6 to 12 were: 65.8, 55.8, 
47.3, 37.1, 35.5, 28.7, and 27.7. Only the results for 
the nonsmokers are reported here. 

To test the. hypothesi.s, the procedure used by Schlegel, 
Crawford, and Sanbor11 (1977) was adopted. (All analyses 
were performed on a randomly selected 2/3 of the sample. 
Predictions to the remaining 1/3 "hold out" sample 
showed R very close to those obtained in the main 
sample.) Intentions to smoke and intentions to try 
cigarettes were each predicted by multiple re.gression 
using corresponding and noncorresponding beliefs. That 
is, lntentions to try (smoke) were predicted by beliefs 
relating to both trying and smoking. Predictions were 
generated for each of two grade levels, middle school 
(6, 7, 8) and high school (9, 10, 11, 12). The multiple 

lin our pilot testing, likelihood scales were used to 
measure both intentJons and beliefs, but this caused 
difficulty among the younger subjects. For this 
reason a Likert scale was adopted for both intentions 
and beliefs. 
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correlation coefficients and beta weights for each 
component of the model are presented in Table 1. The 
model significantly predicted intentions in every 
condition, but as hypothesized, when the intentions 
measure and the beliefs corresponded the accuracy of 
prediction was significantly higher in every case 
(p <.05). 

TABLE 1 

PREDICTION OF INTENTIONS USING CORRESPONDING 
AND NONCORRESPONDING BELIEFS 

Grade Level 
Predictors Specific to 

Middle School 
Smoke 
R 
SA.act 
BNB 
(649)a 

1!2 
R 
13Aact 
BNB 
(649) 

High School 
Smoke 
R 
SAact 
SNB 
(500) 

1!2 
R 
BAact 
SNB 
(500) 

aNumber of subjects 
* p < .05 
**p < .01 

Intentions Specific to 
Smoke Try 

.39** 

.25** 

.25** 

.36** 

.14** 

.31** 

.43** 

.24** 

.30** 

.39** 

.10** 

.36** 

.33** 

.20** 

.21** 

.39** 

.12** 
• 35** 

.33** 

.22** 

.20** 

.37** 

.18** 

.30** 

Moreover the pattern of beta weights across conditions 
changed as correspondina or noncorresponding beliefs 
were used. When intentions to smoke were predicted by 
beliefs relating to smoking the Aact and NB components 
were found to be equally important for middle schoolers 
and NB was slightly more important for high schoolers. 
But when intentions to smoke were predicted by beliefs 
relating to trying, NB was of greater importance among 
middle schoolers and high schoolers. Similarly, when 
inte.ntions to try were predicted by beliefs relating 
to trying the NB component was of greater importance 
than the Aact component for both middle and high 
schoolers. But when intentions to try were predicted 
by beliefs relating to smoking the two components were 
of equal importance for both middle and high schoolers. 

Discussion 

The results supported the hypothesis at a "statistically 
significant" level, but the absolute magnitude of the 
difference was very small in every case. Fishbein's 
(1977) suggestion that promotional messages designed to 
dissuade adolescents from smoking would be improved if 
these messages were highly specific therefore do not 
receive strong support from this study. On the other 
hand, the change in the pattern of relative importance 
of the Aact and the NB components does suggest 



differences of practical significance, depending upon 
the beliefs used. For instance the greater importance 
of the NB component for trying a cigarette suggests 
that appeals directed at this component might be more 
effective than appeals directed at the attitudinal 
component. 

Perhaps the more important result of this study, 
however, is the relatively small percentage of variance 
(19%) explained by the Ajzen and Fishbein model in 
even the best condition (for intentions to smoke among 
high school students). This poor performance of the 
model occurred even though great effort was made to 
identify beliefs and referents relevant to smoking 
behavior and these beliefs were expressed in personally 
relevant terms as suggested by Fishbein (1977). More 
research is required to identify those variables which 
explain the variability not accounted for by the 
Ajzen and Fishbein model. 

References 

Adult Use of Tobacco 1975, U.S. Department of Health, 
Education, and Welfare, Public Health Service, (1976). 

A. R. Davidson and J. J, Jaccard, "Population 
Psychology: A New Look at an Old Problem," Journal 
of Personality and Social Psychology, 31, (i975), 
1073-1082. 

M. Fishbein, "Consumer Beliefs and Behavior with 
Respect to Cigarette Smoking: A Critical Analysis of 
the Public Literature," Appendix A to Federal Trade 
Commission Report to Congress Pursuant to the Public 
Health Cigarette Smoking Act for the Year, (1977). 

M. Fishbein and I. Ajzen, Belief, Attitude, Intentions 
and Behavior: An Introduction to Theory and Research, 
(Reading, Mass.: Addison-Wesley, 1975). 

M. Fishbein and J, J. Jaccard, "Theoretical and 
Methodological Considerations in the Prediction of 
Family Planning Intentions and Behavior," Representative 
Research in Social Psychology, 4, (1973), 37-51. 

52 

H. A. Goodman, "The Pharmcological Basis of Addiction 
to Tobacco: Nicotine," World Conference on Smoking 
and Health: A Summary of the Proceedings, National 
on Smoking and Health, (Arlington, Virginia (1968). 

P. E. Green and V. Srinivasan, "Conjoint Analysis 
in Consumer Research: Issues and Outlook," Journal 
of Consumer Research, 5, (1978), 103-123. 

P. E. Green and Yoram Wind, Multiattribute Decisions 
to Marketing, (Hinsdale, IL: The Dryden Press, 1973). 

M. A. H. Russell, "Realistic Goals for Smoking and 
Health-- A Case for Safer Smoking," Lancet, 1, (1974), 
254-257. --

R. P. Schlegel, C. A. Crawford, and M. D. Sanborn, 
"Correspondence and Mediational Properties of the 
Fishbein Model: An Application to Adolescent 
Alcohol Use," Journal of Experimental Social Psychology, 
13, (1977), 421-430. 

S. Shachter, "Nicotine Regulation in Heavy and Light 
Smokers," Journal of Experimental Psychology, (general), 
106, (1977), 5-12. 

W. L. Wilkie and Edgar A. Pessemier, "Issues in 
Marketing's Use of Multi-Attribute Attitude Models," 
Journal of Marketing Research, Vol. X, (1973), 428-441. 

T. M. Williams, Summary and Implications of Review 
of Literature Related to Adolescent Smoking, Department 
of Health, Education, and Welfare, National Clearing
house for Smoking and Health, (Bethesda, MD: 1972). 



CONTRASTING CUSTOMER PERCEIVED 
STORE IMAGE WITH MANAGEMENT'S 

SELF PERCEPTION: A 
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Abstract 

Recent work indicates the desirability of studying man
agers' store image as well as their customers' store 
image. There has also been interest in using multi
attribute models instead of the semantic differential 
approach to measuring store image. This paper reports 
on the usefulness of the multiattribute approach in 
assessing possible differences between the customer 
perceived store image and management's self perceived 
store image. 

Introduction 

A review of retail image literature would lead one to 
a series of important conclusions. First, store image 
is an extremely complex phenomenon (Martineau, 1969; 
Boulding, 1956 and Arons, 1961); second, it consists 
of tangible and non-tangible factors (Kunkel and Berry, 
1968 and Wyckham, 1969); and third, the image of a 
store is a function of attitudes held toward various 
image dimensions or store attributes (Alpert, 1971). 

Image researchers should therefore strive to identify 
those store attributes which compose the image. Most 
importantly, an attempt must be made to isolate attri
butes which are more critical in the formulation of 
the total image. These are the store image attributes 
which most heavily influence store choice (Alpert, 
1971). 

The most extensively used technique for measuring 
store image is the semantic differential. This tech
nique is easy to apply, is reliable, is simple in that 
it elimi.nates problems such as ambiguity which is 
inherent in question phrasing (Mindak, 1961). Despite 
its popularity, the semantic differential has one key 
shortcoming. It does not isolate those dimensions 
which store customers may hold salient (James, Durand 
and Dreves, 1976 and Marks, 1976). Therefore, the 
approach does not allow a weighting of responses 
according to their relevance for the customer (Doyle 
and Fenwick, 1974-1975). 

In addition to heavily reliance on the semantic differ
ential, the state of art in store image measurement is 
now going beyond customer-only store image. One of the 
most significant recent contributions of image studies 
lies in attempts to contrast the management and con
sumer store image (Crissy, Pathak, and Sweitzer, 1974-
1975; McClure and Ryans, 1978; Doyle and Sharma, 1977 
and May, 1972). Significant discrepancies or conflicts 
between the image perceived by the management versus 
customers suggest vulnerable aspects of a retail busi
ness. If these weak areas can be ranked according to 
their severity, then management may have a clear-cut 
picture of its business' effectiveness in catering to 
its market segment(s). 

This paper is based on a study which tried to accomplish 
two key objectives: First, to identify congruence or 
conflict between management and customer store images 
and second, to determine the relative importance of 
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store image components from both a management and a 
customer point of view and therefore determine the 
relative seriousness of management-consumer discrep
ancies. 

Methodology 

A multiattribute model was utilized in this study. The 
major advantage of this technique is that it accounts 
for store image .attributes to be differently weighted. 
A revised Fishbein model is one of the most popular 
multiattribute models as indicated by its appearance 
in the consumer behavior literature. This revision 
is also termed the "adequacy-importance" model (Cohen, 
Fishbein and Ahtola, 1972). It is algebraically 
expressed as follows: 

A 
0 

n 
( 1) 

where A0 • an individual's attitude toward object; 

Pi • importance of attribute i for the individual; 

Di • the individual's evaluation of object with 
r3spect to the attribute i; 

n • number of attributes. 

It has been concluded that the adequacy importance 
model may predict consumer attitudes accurately and 
therefore be most useful for developing attitude 
change strategies (Mazis and Ahtola, 1975). 

The retail store selected for the study was a gift 
shop located in the central business district of a 
small university town in Southwest Virginia. Data 
were gathered by systematically handing out question
naires to shoppers after they had made a purchase in 
the gift shop and were preparing to leave the store. 
Respondents returned questionnaires by mail. Out of 
one hundred questionnaires distributed, seventy were 
returned. Three employees and one owner/manager also 
completed the questionnaire!. Since respondents had 
just completed a purchasing act in the store, it was 
felt that they could easily evaluate the store's 
attributes with valid perceptions. 

The questionnaire was composed of four parts. It 
included: (a) demographic information, (b) a measure 
of store attribute importance (salience), (c) a 
measure of store performance of those attributes 
(valence), and (d) a measure of the shopper's attitude 
toward shopping. General classes of store attributes 
which were investigated included: general character
istics, product selection, price ranges, personnel, 

~ e e four people. are considered "management" in 
this paper. 



services, advertising, and physical characteristics. 
The questionnaire was designed so that specific image 
dimensions were intermixed with respect to general 
class. 

Salience (or attribute importance) was measured 
through a one-dimensional preference scale. Respond
ents were asked to rate the importance of forty-three 
store attributes when considering a gift shop (where 
1 =most important and 5 =not important). Valence 
was measured by use of a semantic differential scale 
with seven intervals across all forty-three· attributes. 
Polarity of the semantic differential phrases was 
randomized to avoid bias. 

Scores for salience and valence were first multiplied 
and then summed for each individual (to arrive at an 
overall attitude towards the store along its attributes 
and thus its store i.mage). In order to make sure the 
expected contribution to attitude is equal to the 
actual contribution salience and valence were compati
bly scaled. Sali.ence components (given to respondents 
as 1 through 5) were scaled as +2, +1, -1, -2. 
Valence components ranging from "extremely" to 
"extremely" were scaled as +3, +2, +1, 0, -1, -2, -3. 
Thus, the bi-polarity pattern was assumed for both 
valence and salience measures (Bonfield and Ryan, 
19 75). 

Findings and Discussion 

Figure 1 depicts the study's findings. Four sets of 
data presented in the figure: semantic differential 
measurement of image attributes for both management 
and store customers and multiattribute measurement of 
image for both groups, Some special strengths and 
weaknesses of the store were displayed by the semantic 
differential data for both customers and management. 

Among the strengths are: enjoyable place to shop, 
has been in the community a long time, is modern, 
commands a reasonable degree of customer loyalty 
(depicted by the statement of "would recommend to 
friends"), interesting merchandise, good for gifts, 
freedom to "browse," fast checkout service, window 
displays, merchandise displays, location of merchandise 
in store, easy to move about, decor, and cleanliness. 
However, it is extremely important to note that in 
most of these cases, the management's perception of 
store attribute performance is considerably more 
favorable than customers' perception. This phenomenon 
has been previously documented (Downs and Flood, 1979). 
It is important to note that these discrepancies may 
lead to undesirable managerial action. 

Again on the basis of semantic differential, weak
nesses of the store seem to be: parking, value for 
money spent, markup level, special ordering of 
merchandise, telephone ordering, advertising frequency 
and advertising information. The latter two imply not 
advertising enough and not providing enough information 
in the ads. 

Figure 1 also illustrates what happens to store image 
when salience (attribute importance) is included (the 
multiattribute approach). First, the following 
attributes are considered relatively unimportant to 
the consumer: how long the store has been in the 
community, how modern the store is, window displays 
and merchandise displays. Thus, an advertisement 
stressing "we have been serving this community for 
forty years" is likely to be ineffective in increasing 
store shopping. Again, of the weaknesses pinpointed 
by the semantic differential alone, only two appeared 
to remain serious weaknesses when salience is added: 
value for money spent and size of markup. On the 
other hand, new weakness, prices in relation to compe-
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tition, emerged as a result of multiattribute analysis. 

FIGURE 1 (CONTINUED) 
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One of the most significant contributions of salience 
scores is to reduce the degree of favorability in 
management's store image. According to valence rat
i.ngs, twenty-nine of the forty-three attributes were 
overrated (eompared to eustomers). The number of over
rated att r ~  goes down to sixteen when salience :l.s 
ineluded. 

lf used for diagnostic purposes, the multiattribute 
data !.ndJ.cate that there are some twelve problem 
areas as reported in Table 1. Problems stem from the 
discrepancy between management's perception and the 
customer's perception of certain attributes expressed 
as the product of salience and valence. Of the key 
problem areas, four are especially important from the 
consumer's point of view. First, unlike management, 
consumers do not think that parking is very bad. 
Third, and agai'n unlike management, consumers think 
that their ability to charge purchases is rather poor. 
Fourth, in consumers' opinion, the number of sales 
people avaliable is much worse than what management 
thinks. 

These gaps between management and customer perception 
could cause a number of serious problems. For instance, 
management's perception of the availability of gifts 
and Aize and color selection is much more pessimistic 
than that of the consumers. Similarly, management has 
a more pessimistic view of parking facilities and store 
layout. It can be speculated that given the option, 
management might try to change store layout first 
instead of adding more sales people or improving the 
existing credit system. It can be seen from Table 1 
that this is likely to be an unfortunate move in terms 
of utilizing the store resources and enhancing its 
marketing effectiveness through increased favorability 
of customer store image. 
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A Diagnostic Sequence 

The key to the diagnosis in this paper is the discrep
ancy between the management's and customers' store 
image. If management can accurately measure store 
image, it can easily diagnose some of the most import
ant problem areas. It must be reiterated that the 
basic objective here is twofold: first, the two 
images should be as close to each other as possible; 
and secondly, both of the images must be on the posi
tive side as depicted in Figure 1. Once the critical 
gaps between the two images have been pinpointed, 
management's major marketing tasks are to be in the 
direction of narrowing and eventually eliminating 
these gaps. 

If there are mulitple gaps, then management has to 
decide which one(s) would be most important to take 
care of first. Management should prioritize the gaps 
according to their store attribute importance and 
according to their relative relationship to the store's 
profits. Corrective measure should be established on 
the basis of those priorities. For example, manage
ment might realize that store decor creates another 
gap. Management will have to realize that if it does 
not have the proper merchandise mix (no matter how 
adequate the decor might be), the store is unlikely to 
be very profitable. 

After management takes corrective action on as many 
gaps that it could possibly take care of given the 
firm's financial resources, time and know-how, an 
attempt should be made to reassess consumer and 
management store images. This assessment process is 
then used as feedback for management to reorient its 
marketing activities towards further refinement of 
both images. This store image action process is 
depicted in Figure 2. 
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TABLE 1 

SPECIAL PROBLEM AREAS DEPICTED BY 
THE MULTIATTRIBUTE MODEL* 

Management Consumers 

How long the store has 
been in the community 

How modern the store is 

Availability of parking 
space 

Availability of gifts in 
the store 

Has sizes and colors you 
want 

Fair prices in relation 
to competition 

Number of salespeople 
available 

Freedom to "browse" in 
store 

Ability to charge 
purchases 

How easy it is to move 
about in the store 

Accepts credit cards 

Accepts telephone 
orders 

.1 -1.5 

.8 - .2 

-2.0 - .9 

.1 1.5 

• 3 1.3 

.0 1.0 

1.0 .0 

.5 1.7 

1.2 - • 7 

- .5 1.3 

1.4 - .8 

- .5 .6 

*Combined average of multiattribute scores 
depicting the prpduct of saliance and 
valence characteristics of each attribute. 
Minus scores indicate negativeness of the 
attribute, whereas zero means neutral. 
Scores range from +3 to -3. 

Conclusions 

From the above research findings, it can be concluded 
that management's and the consumer's store image are 
not likely to be perfectly congruent. The greater this 
discrepancy, the more serious are the management's 
problems. ~ diagnostic tool must be utilized to meas
ure the discrepancy. Multiattribute models are effec
tive in depicting the problem areas, because they 
utilize both salience and valence of image.attributes. 

Since management's resources are limited, they should 
not be put to use on store attributes not considered 
important by consumers. This would result in sub
optlmb.aLlon of Lite store !mage decision area. The 
store would not be able to take advantage of market 
opportunities nor would it be abJe to establish its 
competitive advantage. by segmenting the market efflcl
ently. Instead, it might emphaslze factors which are 
deemed Important by management, but unimportant by the 
consumers, or vice versa. 
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Figure 2 

THE UTILIZATION OF DIAGNOSIS 
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EXAMINING SOCIAL SETTING AND PRODUCT REFERENCE VIA CONJOINT ANALYSIS 
AN EMPIRICAL STUDY OF RESTAURANT PATRONAGE 
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Abstract 

This paper employs the conjoint measurement methodol
ogy to examine the impact of social setting on pre
ferences for restaurants. It is shown that those who 
go to restaurants with friends differ from those who 
go with family in terms of importance attached to 
different restaurant attributes and demographic char
acteristics. Some managerial implications of the 
study are discussed. 

Introduction 

"Marketing could be defined aR the study and employ
ment of social influence processes by the marketer 
in order to satisfy the consumer's needs at profit" 
(Zaltman ami Wallendorf, 1979, p. 200). While some 
critics may disagree with this definition, few would 
deny the influence of social processes and settings 
on the formation of consumer preferences and decision 
maktng. l.n fact, most modern consumer behavi.or texts 
devote substantial Hpace to emphaa1ze the role and 
importance of soclal groups and family in understand
ing consumer choice behavior (Berkman and <:tlson, 
1978; llngel, Blackwell and Kollat, 1978; Loudon and 
Della Bitta, 1979); Schiffman and Kanuk, 1978; Walters, 
1978; Zaltman and Wallendorf, 1979). Consistent with 
this perspective is an emerging stream of research on 
consumer socialization (Churchill and Moschis, 1979; 
Moore and Stephens, 1975; Moschis and Churchill, 1978, 
1979; Moschis and Moore, 1978; Ward, Wackrnan, and 
Wart ella, 1977). A common thread observed in this 
piece of literature has been the need to undertake 
further empirical research to examine the impact of 
social factors on consumer decision making (Moschis 
and Moore, 1979). 

In keeping with this exhortation, this paper attempts 
to examine the impact of social setting in preferences 
for restaurants. Two different social settings or 
e~a i  are. considered: eating with friends or eat

ing with family. Conjoint measurement methodology is 
used to measure the utilitles of the attrlbutes from 
preference data. While this technlque has been widely 
used in marketing (Green and Srinivasan, 1978), its 
use to examine the influence of soclal factors on con
sumer cholce behavlor has been llmited (Wlnd, 1976). 
The design, analysls.and results of the emp1r1cal study 
conducted are described ln the followlng sections. 

Research Design 

The f:lrst step 1n the research deslgn process was to 
l.dentify the salient attributes of restaurants. As 
noted by Wilkie and Pessemier (1973), an entirely 
satlsfactory method for attribute generation and selec
tion has nol yet been developed. A particularly at
tractive approach to attribute identification is 
Kelley's repertory grid (Kelley 1955). Hence this pro
cedure was adopted. In a pretest, respondents were 
presented wlth triplets of restaurants. Each respon
dent was asked to think of a dlmension along which any 
two of the three restaurants were similar to each other 
and different from the third. This process was 
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contlnued with new trlplets of restaurants until the 
respondent had exhausted hls repertoire of alterna
tlve bases for differentiation. The respondent was 
also required to provide the relative salience of each 
attribute he/she had identified. On the basis of the 
frequency of attribute mentions, and the average 
importance ratings, five attributes were· selected. 
Furthermore, two of these attributes were conceptu
allzed ln terms of four levels each whlle each of the 
remaining attributes was deflned in terms of two 
levels. The levels of attributes were selected so as 
to reflect the variety of restaurants available in the 
local area. The attributes identified and the cor
responding levels are indicated in Table 1. These 
attributes relate to the type of restaurant, price of 
meal, level of service, entertainment and acceptance 
of major credit cards. 

TABLE 1 
LIST OF ATTRIBUTES AND THEIR LEVELS 

Attributes Level 

Type of Restaurant 1. BBQ 
2. Steak 
3. Mexlcan 
4. Chinese 

Price of Meal 1. 2.75 
2. 4.00 
3. 5.25 
4. 6.50 

Service 1. Table 
2. Buffet 

Entertainment 1. Yes 
2. No 

Credit Card 1. Accepted 
2. Not Accepted 

The next step was to generate hypothetical profiles 
(Green and Srinivasan 1978) of restaurants using the 
attributes and levels identified. From Table 1 it 
can be seen that for a completely crossed design 
4x4x2x2x2 = 128 different profiles will be needed. 
Havlng the respondents evaluate these many profiles 
is clearly not a feasible task (Green and Srinivasan 
1978). Hence, it was necessary to reduce the number of 
profiles to a manageable subset. For this purpose, a 
speclal type of design called an orthogonal array was 
employed (Green 1974a, 1974b). The use of an appro
priate orthogonal array resulted in the selection of 
16 profiles. Each of these profiles was described on 
a separate index card. An example of one such profile 
is shown in Figure 1. 

Data Collection 

The data for this study was obtained by personal inter
vlews with male and female members of households in a 
major metropolitan area in the U.S. The interviewers 
were asked to survey every third house in randomly 



chosen blocks. A total of 314 useable questionnaires 
were obtained. 

FIGURE 1 
AN EXAHPLE OF A TYPICAL RESTAURANT PROFILE 

A primarily Chinese restaurant, with 

service at your table and featuring 

live entertainment. All major credit 

cards are accepted. A typical meal 

costs $6.50 per person. 

Durtng the course of the interview, each respondent 
was presented with the 16 profiles of restaurants. He/ 
she was asked to rank these profiles in terms of his/ 
her preference to patronize the restaurants described 
by the profiles for dinner. Furthermore, the respon
dent was asked to indicate the social setting under 
which he/she generally made visits to the restaurants 
in the local area. The social setting was to be de
scribed in terms of whether the visits to the restau
rants were made generally alone, with family or with 
friends. Finally, data pertaining to standard demo
graphic characteristics were obtained. 

Data Analysis 

A flow chart of the data analysis strategy adopted is 
given in Figure 2. The individual level preference 
rankings were analyzed via MONANOVA (Kruskal, 1965) to 
develop part worth function associated with each 
attribute by each respondent. By comparing the rela
tive ranges of parth worth utilities across attributes 
for each respondent, the importance weights attached 
to the different attributes by the individual were 
determi.ned (Jain et al., 1979). Based on the social 
setting, the respondents were classified into three 
groups: eat alone, eat wi.th friends and eat with 
family. As there were only 8 respondents who ate alone, 
this group was not considered in further analysis. 
Two group di.scriminant analyses and t-tests were con
ducted to determi.ne which restaurant attributes and 
demographic characteristics distinguished between the 
two groups. 

Results 

The relative importance attached to the different at
tributes by those who patronize restaurants mainly 
with friends and by those who eat out generally with 
their family is indicat·ed in Table 2. It can be seen 
that those who visit restaurants with friends regard 
type of restaurant, price and service as the more 
important factors influencing their choice. Of these, 
the type of restaurant is considered as the most 
important factor. Price and service are next in order, 
both being considered equally important. While those 
who visit restaurants with their family consider only 
the type of restaurant and price as being the more 
important factors in their choice of restaurants and 
unlike their counterparts do not consider service to 
be relatively important. This group also considers 
type of restaurant to be the most important. In fact, 
far more than those who eat with friends. The avail
ability of entertainment and credit card policies are 
considered to be relatively unimportant by both the 
groups. 
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TABLE 2 
RELATIVE IMPORTANCE OF ATTITUDES 

Attribute Group 

Eat with Eat with 
Friends Family 

Type of Restaurants 0.42 0.56 

Price o. 26 0.32 

Service 0.27 0.06 

Entertainment 0.03 0.06 

Credit Card Policy 0.02 0.00 

Although the two groups do not significantly differ in 
terms of relative importance accorded to price and 
type of restaurant, there may be differences in their 
respective parth-worth utilities. The respective part
worth utilities are given in Table 3. From the table 
it can be seen that only the part worth utilities of 
price are significantly different across the two 
groups. The similarities and differences between the 
two groups with respect to price can be observed by 
examining the part-utilities plotted in Figure 3. 

Over the range of prices both the groups show prefer
ence for restaurants where a typical meal costs more. 
That is, both the groups are displaying a price
perceived quality effect. Such price-perceived quali
ty relationships have been observed in several stud
ies. An excellent review in this topic is provided 
by Olson (1977). However, those who visit restau
rants with their families have a much greater pref
erence for a medium price ($5.25) meal than those who 
visit with their friends. 

TABLE 3 
PART-WORTH UTILITIES FOR PRICE AND TYPE OF RESTAURANT 

Group 

Attributes Eat with Eat with 
Friends Family 

Price: 
$2.75 -. 326 -.358 
$4.00* -.186 -.380 
$5.25 -.015 .251 
$6.50 .527 .487 

Restaurant 
BBQ -.114 -.187 
Steak -.553 -.691 
Mexican -.135 .038 
Chinese • 802 .844 

* p < • 05 

The salient demographic characteristics of the two 
groups are given in Table 4. It can be seen that 
those who go to restaurants primarily with family are 
married, older, have more children and greater income. 
On the other hand, those who eat primarily with friends 
are younger, single, if married have no children, and 
have less income. 



FIGURE 2 

A FLOVJ CHART OF DATA ANALYSIS STRATEGY 
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Discussion 

The results of this study have certain implications for 
the marketing manager. Since respondents who go to 

restaurants wlth family differ from those who go with 
friends, the social setting of the respondents could 
be a meaningfuJ way of segmenting the market for res
taurant!'!. 

Those who eat with family are more sensitive to the 
type of restaurant as compared to those who eat with 
friends. However, this factor is the most important 
to both the groups. Since the type of restaurant was 
defined as BBQ, Steak, Mexican or Chinese, it is impor

tant for the restaurant management to emphasize a cer
ta.in definite image. 

Also, it was found that different levels of service 
and price have different utilities for the two groups. 

Hence it is important that a restaurant has a wide 
variety of menu at different prices in order to attract 

a large percentage of the market. 
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In conclusion, it must be pointed out that this study 

was of an exploratory nature and is not without limi
tations. The social setting was conceptualized in 
limited terms. Other aspects and dimensions of the 
social setting need to be explored. Even though the 
attributes were chosen using the repertory grid, we 
cannot be certain that these attributes are indeed 
representative. Also, it must be pointed out that an 

additive main effects model was employed to estimate 
part worth utilities via conjoint measurement. While 

the use of main effects models in conjoint analysis is 

more or less the norm (Green and Srinivasan, 1978), 
consideration must be given to the various interactions 
while estimating consumer preference functions. How

ever, it is hoped that this study was useful in ad
dressing an important area in consumer behavior and in 

illustrating the application of conjoint measurement 
to assess the impact of social setting on preference 
formation. 
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DEMOGRAPHIC PROFILE OF THE TWO RESPONDENT GROUPS 

Demographic 
Characteristic Group 

Eat with Eat with 
Friends ~ i  

Married 31.3 68.7 

Not Married 94.4 5.6 

No Children 73.2 26.8 

With Children 30.9 69.1 

Age 18 - 24 83.2 16.8 

Age 25 - 35 61.0 39.0 

Age 36 - 45 21.0 79.0 

Age > 45 54.3 45.7 

Income < $6,000 94.6 5.4 

Income $6,000 - $14,999 71.3 28.7 

Income > $15,000 44.0 56.0 
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A PRELIMINARY INVESTIGATION OF PERCEIVED RISK DIFFERENCES 
IN THE FIRST ORDER AND SECOND ORDER RETAIL MARKETS 

Ugur Yavas, Ball Sta•e University 
Maurice G. Clabaugh, Jr., Ball State University 

W. Glen Riecken, Ball State University 

Abs.tract 

The second order (previously owned merchandise) retail 
market is receiving increased attention from consumers. 
This study compared the perceived risk in the retailing 
of new versus used merchandise and the applicability of 
the traditional risk reduction strategies to the second 
order markets. Differences were found between risk 
perception of new versus used merchandise. However, 
the importance of various information sources to reduce 
risk did not differ by type of merchandise. Strategy 
implications for second order merchants are derived. 

Introduction 

Researchers in retailing have traditionally concen
trated on purchasers of new merchandise (i.e., first 
order retail goods). As a result, there is- a body of 
literature concerning first order markets. However, 
there is a lack of information on used merchandise 
purchasers or retailers (i.e., second order goods) 
(Dovell and Healy, 1977; Riecken, Yavas and Battle, 
1979; Yavas and Riecken, in press). Yet current eco
nomic conditions combined with new social orientations 
appear to make second order market buying an important 
retailing phenomenon. 

The proliferation of institutions selling second order 
goods as well as the record sales levels of some second 
order retailers (Dovel! and Healy, 1977) show the 
increased interest in second order goods. The popular
ity of garage sales and auctions are well documented in 
most local newspapers. Although the volume in the 
second order market is not as large as the first order 
market, it is substantial and growing. Therefore, it 
is necessary to investigate this segment to see if 
second order customers behave in the same manner as 
first order customers. 

Previous studies indicate that buying motives for used 
merchandise shoppers tend to center around price and 
quality (Gatlin, 1980; Riecken, Yavas and Battle, 1979), 
although this may be modified by the amount of shopping 
done. One study found that light and medium shoppers of 
a used merchandise outlet were more concerned with 
"adventure" in shopping than were heavy users of the 
outlet (Yavas and Riecken, in press). Patronage motives 
of shoppers of informal second order retail outlets 
center around price, type of good, adventure, and loca
tion (Dovell and Healy, 1977). Garage sale shoppers 
were found to be unwilling to travel very far or to 
spend much time shopping (Dovel! and Healy, 1977). 

Typical patrons of second order retail outlets may be 
described as "bargain hunters" in that they overwhelm
.ingly view used merchandise as represent.ing good value 
(Riecken, Yavas and Battle, 1979; Yavas and Riecken, in 
press) and are very price sensitive (Dovell and Healy, 
1977; Riecken, Yavas and Battle, 1979; Yavas and 
Riecken, in press). Over three-quarters of the garage 
sale shoppers .indicated that they tried to negotiate 
price at least some of the t.ime, and over one-th.ird 
stated that they attempted to obtain a 50 percent reduc
tion in price (Dovell and Healy, 1977). 
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Overall, the patronage motives and shopping behavior of 
second order merchandise buyers seem to differ very 
little from those of the traditional retail customer 
(Bearden, 1977; Brunner and Mason, 1968; Cox and Cook, 
1970). Price,··quality, and location are important to 
both markets. The importance of price and bargaining 
to second order shoppers suggests that they may view 
haggling and low price as a means of reducing perceived 
risk in their buying. 

Almost two decades ago, Bauer (1967) asserted that 
"consumer behavior in,.olves risk in the sanae that any 
action of a consumer will produce consequenQea which he 
cannot anticipate with anything approximating cer
tainty," The consequences may be psychological, physi
cal, functional, financial, or social (Cox, 1967). To 
cope with the hazards of buying, consumers tend to 
develop risk reduction strategies. These strategies 
enable the consumers to act with increased confidence 
in their purchase decisions. A commonly employed risk 
reduction strategy involves seeking additional informa
tion from a number of sources (Bauer, 1967; Cox, 1967; 
Lutz and Reilly, 1973). 

P.\n'pase of Study 

Although there is a plethora of articles inveatisft:lns 
both the relative usefulness of various information 
sources in reducing perceived risk and the variation of 
risk across product categories, the topics researched 
have yet to be applied to used merchandise buying 
(Bauer, 1967; Bearden, 1977; Cox, 1967; Jacoby and 
Kaplan, 1972). Thus, the purposes of this study are 
two-fold: (1) to compare perception of risk between 
selected new and used products and (2) to determine if 
consumers differ in their evaluations of information 
sources to aid risk reduction for new versus used 
merchandise. 

A better understanding of consumers' risk perception 
and information seeking behavior concerning used 
merchandise vis-a-vis new merchandise may be helpful to 
retailers serving the second order retail markets. The 
results, for instance, may suggest specific strategies 
that a retailer can follow in inducing consumers to 
reduce perceived risk. 

Me ~ 

The data for the study were collected as part of a 
larger study through self-administered questionnaires 
from a sample of 178 undergraduate students in a mid
western community. With the thrust of the study being 
to explore the existence of relationships rather than 
to generalize to a universe, a student sample was sat
isfactory (Morgan, 1979). 

A pilot study was undertaken to obtai.n a representative 
list of used products that were purchased by students. 
A group of subjects who would not participate in the 
primary survey were asked to list the products that 
they had considered buying or had bought secondhand 
during their college years. Books were eliminated 



because of college students' common practice of pur
chasing secondhand books. The grouping of individual 
products (e.g., chairs, tables) into broader cate
gories, enabled the derivation of the following product 
groups (1) bikes, (2) furniture, (3) stereo sets, 
(4) appliances, and (5) sporting equipment. 

Measurement of Risk 

Cox and Rich (1964), considering Cox's original con
Cc?tualization, state that the two components of per
ceived risk are uncertainty and fear of the conse
quences with a purchase. The types of risk, refined by 
Jacoby and Kaplan (1972) and Roselius (1971), include 
money, time, ego, and hazard loss. Each type of risk 
was defined (see Exhibit 1), and respondents were asked 
to indicate on a seven-point scale (7 equals very 
important to 1 equals not important at all) how impor
tant each type of risk was to them in buying both new 
and used versions of the products included in the sur-

EXl!IBIT 1 

COMPONENT OF TOTAL RISKa 

Ego Risk: Sometimes when we buy a product that turns 
out to be defective, we feel foolish, or 
other people make us feel foolish. 

Hazard Risk: Some products are dangerous to our health 
or safety when they fail. 

Time Risk: When some products fail we waste time, con
venience, or effort getting it adjusted, 
repaired, or replaced. 

Money Risk: When some products fail, our loss is the 
money loss it takes to make the product 
work properly, or to replace it with a 
satisfactory product. 

sSource: Bauer, Raymond A. "Consumer Behavior as Risk 
Taking," Proceedings American Marketing 
Association, 1960. D. F. Cox, ed., Risk 
Takinsarur-rnformation Handling in Consumer 
Behavior Boston: Harvard University, 1967. 

vey (Jacoby and Kaplan, 1972; Roselius, 1971). To 
measure the uncertainty component, respondents were 
asked to .lndicate on a five-point scale (5 equals very 
probable to 1 equals very improbable) the likelihood 
that each type of risk would occur as a result of buy
ing these products (Jacoby and Kaplan, 1972; Roselius, 
1971). n ~e en e and uncertainty components were 
combined multiplicat-ively so that a respondent's risk 
score on each type of risk could range between 1 and 
35. An overall risk score was derived by summing the 
four risk scores; thus, the procedure was repeated for 
both new and used versions of each product category. 

To operationalize high risk perceivers for the new and 
used versions of each product, respondents were rank 
ordered based on their overall risk scores. Those 
whose overall risk scores were in the top twenty-five 
percent (first quartile) were called high risk per
ceivers. 

Operationalizing Information Sources and Risk Reduction 

Consumers engage in information search activities to 
facilitate their decisions concerning some goal-object 
in the marketplace (Bauer, 1967). The search activity 
becomes especially significant if the consumers 
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perceive high risk in regard to the goal-object. Under 
such circumstances, consumers consult several sources 
to reduce the risk to a tolerable level. The informa
tion sources identified in the literature can be classi
fied into three broad categories: (1) market dominated 
sources, e.g., advertising; (2) consumer dominated 
sources, e.g., word-of-mouth; and (3) neutral sources, 
e.g., consumer reports (Zikmund and Scott, 1973). To 
determine if the level of importance attached to the 
information sources was related to risk perception, 
respondents were asked how important (5 equals very 
important to 1 equals not important) they viewed seven 
information sources which were relative to purchasing 
the products under consideration. This was repeated 
for new and used versions of each product. 

Findings 

Overall Risk Differences 

Table 1 shows the overall mean perceived risk scores 
for the new and used products for each product category. 
Table 1 shows that the highest mean risk score in the 

TABLE 1 

OVERALL MEAN PERCEIVED ~  SCORES: 
T-TEST RESULTS 

New Used t 

Bikes 59.46 71.84 5.0la 

Furniture 52.51 61.69 -4.09a 

Stereo Set 60.45 70.51 4.10a 

Appliances 59.40 76.02 6.87a 

Sport Equipment 54.40 64.37 4.37a 

ap < .0001 

bMean scores reported in the table can range between 4 
and 140. The lower the score is the lower the level 
of perceived risk. 

case of used products was a relation to appliances, 
followed by bikes and stereo sets. In the case of new 
products, consumers perceived the highest risk relative 
to stereo sets and the lowest risk relative to furni
ture. The data further show the overall mean risk 
scores for used merchandise were consistently higher 
than the scores for new goods in the same product cate
gory. The differences in each case were statistically 
significant (P < .0001) as confirmed by the t-test 
results. Therefore, it can be concluded that the levels 
of perceived risk associated with new and used merchan
dise are not the same. Used merchandise is perceived 
as more risky to purchase than new merchandise. 

Risk Differences by Type of Risk 

To determine if the overall risk differences could be 
attributable to some or all of the four risk types 
previously defined, a further exploration of differences 
was undertaken by comparing mean risk scores under each 
type of risk for new and used versions of each product. 
Table 2 summarizes the results of this analysis. It 
appears that time risk did not contribute to overall 



TABLE 2 

MEAN RISK SCORES FOH TYPES OF HISK: T-TEST RESULTSe 

~~
Rilc.ea Furniture Stereo Seta Appliane .. SportiD& !qu1plUI>t 

~ . -·-··--------- --- -·--·--·-- ------··--·----f---·--·------- ----------+---------! 
~ i  .. _f.._ ~ ~ ~ ~ ~ ~~ 53 b ~ ~~~ ~~~ ~  ___ 1_a_._J_z __ z_. 7-1-b-+-1-s • __ 9_7-------·+------------l 

New ~ -L 

13.06 13.86 l.OSd 19.33 -3.758 

: Hazard 1 15.24 20.95 7.898 B.BO 12.83 -7.698 11.64 12.82 2.06c 14.00 

~  ~ ~ ~ ~ ~ ~ ~ ~~~~~~~~ ~  ~~~~ ~~~ ~ ~ ~ ~  ________ +----------! 

13.68 18.14 6.os• 20.15 8. 45° 

14.32 2. 66b 11.81 13.44 2. 23c 

i !-Ioney 16.26 19.94 4.058 15.97 19.28 -3.71 8 17.25 22.45 5.668 16.84 21.94 -5.744 15.61 18.16 2. 93b 

------ --
a P < • OOl 

b p < • 01 

c r < .os 

d Not significant 

e t-!ean sc0res u•ported in the: table can range between 1 and 35. 1'he lover the score is thf'! lo-wer the level of perceived ri1k. 

risk difference in the cases of furniture and sporting 
equipment. In other words, the consumer is_ not con
cerned with loss of time in repairing or replacing 
furniture or sporting equipment. However, it was sig
nificant for bikes and stereo sets at P < .01 and 
appliances at P < .0001. Likewise, ego risk was not 
instrumental in the overall risk perception differences 
in relation to bikes, furniture, and stereo sets. Ego 
risk was significant only for appliances (P < .01) and 
sporting equipment (P < .OS). 

Based on the levels of statistical significance 
reported in Table 2, one can infer that the two types 
of risk which contribute most to overall risk differ
ences concerning each product are money and hazard. 
The higher risk scores for used products again suggest 
that they are perceived more risky than their new 
counterparts relative to each risk type. 

Information Sources 

An interesting pattern emerged when the high risk per
ceivers of new and used products were compared relative 
to the level of importance they attached to information 
sources. Cox (1967) claims that "the consumer will 
utilize information which is relevant to the type of 
problems confronting her; that is, information which 
promises to reduce the type of perceived risk." Fur
thermore, Zikmund and Scott (1973) suggest that risk 
reduction activtties, such as information search, are 
assoctated with high risk perception. As shown in 
Table 3, high risk perceivers of used and new merchan
dise for each product category tended to treat informa
tion sources equally importantly except in two 
instances. The exceptions were in the category of 
appliances. The high risk perceivers of used appli
ances more than high risk perceivers of new appliances 
viewed friends' recommendations as important. The 
opposite was found to be true concerning a neutral pur
chasing information source {consumer reports). 

Summary and Implications 

The findings of the study suggest that risk perception 
does vary between used and new products. Consumers 
perceive more risk in the purchase of used products 
relative to new ones. The further analysis of data by 
risk types also shows, contrary to the Dovell and 
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Healy study (1977), financial (money) risk is not the 
only concern in the second order markets. Other risks, 
notably performance risk, are also of concern to con
sumers. Another conclusion stemming from the study is 
that people in the second order market are not signifi
cantly more influenced by information sources in reduc
ing their risk. This means that second order retailers 
can follow the patterns of risk reduction strategies 
commonly used by first order retailers. 

Until now, most second order retailers have relied on 
word-of-mouth in increasing their awareness among the 
general public (Sparks and Tucker, 1972). Although 
this strategy may be fruitful in reducing social (ego) 

TABLE 3 

A COMPARISON OF THE INFORMATION SOURCES 
USED BY HIGH-RISK PERCEIVERS IN PURCHASING 

NEW AND USED PRODUCTS: T-TEST RESULTS 

~ 
A 
p 
p 

Source I 

~

TV n ~  lC"J Is ns ,. ns ns 

~  

SaiC'smcn ns ns ns ns 

Newspapt.•r Ad' ns ns ns ns 

Magazine Ads ns ns ns ns 

Con::umer Reports ns ns ns 

Friends• Recommendations ns ns ns 

Fami 1 y Members' Recommend at ions ns ns ns ns 

n!';: Not Sign I f I con t 

''! P< .05 

0 

ns 

ns 

ns 

ns 

ns 

ns 

·ns 



risk percei ve.d by consumers (Gatlin, 1980; Rosel ius, 
1971), the e ~  of this study show that reliance on 
mass media advertising should be helpful for second 
order retailers. 

Within this context, several specific recommendations 
can be made to second order retailers located in col
lege towns. Since perceived risk is higher for second 
order merchandise than for first order goods, second 
order retailers, in order to increase their sales vol
ume, must actively try to reduce the perceived risk of 
their customers. It is apparent from the findings of 
this study that perceived risk is a factor in the con
sumers' buying decision for second order goods. Some 
of this concern ~~  reflect the uncertainty associated 
with changes in previously learned buying patterns or 
is due to the lack of confidence in second order 
retailers. 

Second order retailers must specifically try to reduce 
high levels of financial risk (money loss) and physical 
risk (hazard loss). Marketing strateg:l.es of these 
retailers must emphasize warranties, guarantees, safety 
inspections, etc., to minimize the idea that there may 
be money loss and hazard to their potential customers. 
Strategies with these specific emphases will tend to 
build consumer confidence and the retailer's image. 

In conclusion it should be stated that in<juiry into the 
second order market is in the embryonic stage. This 
exploratory study investigated the possible commonali
ties of perceived risk and the use of informational 
sources in the first order and second order markets. 
Like most exploratory studies, many questions arise 
which call for additional research in this area. How
ever, before conclusions can be drawn, replication of 
the study is necessary. A study which includes an 
extension of perceived risk into other product cate
gories of second order goods would be beneficial. 
Additionally, inquiry into the information processing 
techniques used by the purchasers of second order goods 
might provide additional insight into that market. 
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Abstract 

This paper reports the findings of an extensive litera-
ture search and significant number of open ended inter
views regarding how industrial equipment purchases are 
made. The authors find that a paradigm for the process 
can be constructed which will help researchers design 
empirical tests. The authors discuss key concepts of 
the interpersonal interactions which constitute indus
trial buying behavior. The process paradigm developed 
tends to confirm previous authors in that a two stage 
process seems to be quite general. 

Industrial Consumer Behavior: Toward 
An Improved Model 

Introduction 

In recent years, the field of organizational buying 
behavior has witnessed an impressive array of articles. 
It is our purpose to briefly review a representative 
body of the available literature and report our find
ings on an ongoing research project which deals with 
some specific issues. An initial model specification 
is provided together with guidelines for future 
research. 

Literature Review 

As Sheth (1977) has observed, contrary to popular 
belief, there are literally hundreds of studies dealing 
with various aspects of the organizational buying pro
cess. We plan to focus on some of the major articles 
of the past ten years which, we feel, represent concep
tual or empirical advances in understanding this 
behavior. In order to perform the review, we have com
bined the conceptualization provided by Sheth (1977) 
and Webster and Wind (1972) to create a series of cate
gories which represents the basic propositional struc
ture. These include: 

1. Environmental and organizational back
ground factors 

2. Buying center a ~ 

a. Group and individual factors 
b. Group and individual decision 

process 
3. Overt behavior 

a. Communication dynamics 
b. Purchase dynamics 

Each paper is categorized based on the particular as
pect of the behavior. it examines. In addition, we also 
examine some methodological issues including data col
lection methodology, respondents, sample sizes and 
analysis techniques and article focus. Table 1 gives 
an overview of the 21 papers included in the review. 
Of the 21, 10 are conceptual while 7 are strictly empir
ical. The remaining 4 are limited empirical with some 
conceptual ideas. 

It seems that there is a degree of consensus about the 
important concepts. For example, roles of various 
individuals have been examined, search behavior has 
been explored and so have purchase patterns and source 
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loyalty. On t.he negative side, important conce:;-':11 
regarding the decision making unit. have not beeo:1 eYt.-,,
sively investigated. ln addition, important preco'l-:: 
tions to decision making unit have not been explort:d .. 
Such preconditions could include important triggeri.ng 
events and environmental factors which impact the 
organization buying process. 

On another level of analysis, the overview suggest 
that there is some need to harden definitions of the 
major concepts. Precise and generalizable concept 
definitions are generally not available for concept& 
such as search, buying roles, and organizational 
environment variables. This lack of definition pre
sents an opportunity for future significant research. 

The major deficiency in the studies reported to date 
is a lack of substantial empirical testing of propo
sitions. The sample sizes of most studies are quite 
small. Interviews often are obtained from purchasing 
agents who may not have a significant role in the 
decision making process (especially for large ticket 
items such as computer systems). While consumer 
(retail) data for frequently purchased goods are widely 
available and much sophisticated analysis has been 
performed to find key segments and variables affecti.ng 
the purchase d.ecisions, we are unaware of any compara
ble data bases in the organization buying context. 
Thus, a great opportunity exists for this type of 
research. 

The Present Study 

The present study is designed to fill some gaps found 
in the previous studies. Specifically the following 
areas are investigated: 

1. What are the steps -in the buying process1 
Are there any triggering events that 
start off the decision process? 

2. What is the decision making unit (DMU) 
composition? 

3. What is the role of the salesman in the 
buying process? 

Methodology 

In the present study, we examine the purchasing beha
vior as it related to office equipment. To accomplish
our task, interviews were conducted with 18 sales 
representatives and 50 companies to gather information 
on the above research questions. The research is 
somewhat exploratory, but its overall direction is 
towards building a comprehensive model of buying pro
cess. 

Interviews with Sales Representatives 

Rationale. The rationale for conducting in~e ie  

with sales representatives was two-fold. First, sales 
representative interviews could provide a sufficiently 
detailed picture of decision making processes and 
could thereby serve as a basis for formulating a com
prehensive interview guide for use in interviews with 
organizations. Second, interviews with sales repre
sentatives could provide insights as to inter-organize-
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tion differences (since sales personnel call upon many 
different ~ n za  ions). Such information would then 
aid in the development of hypotheses. 

While interviews with sales representatives have a 
number of virtues, we have been careful to observe a 
number of inherent limitations of such data. First, 
it is apparent that sales representatives do not have 
an opportunity to observe the entire decision process; 
much interaction between participants in decision 
making takes place when the sales representative is 
absent. In many instances, exclusion of the ·sales per
son is deliberate on the part of members of the custom
er organization. Thus, sales representatives are at 
best only able to provide a partial picture ·Of the 
decision processes and decision determinants. 

A second limitation on this data source is a function 
of the sales representative's vested interest and role 
in the decision process. Since sales personnel are 
expected to influence decisions, they may tend to 
attribute more influence to themselves than might actu
ally be warranted. 

Despite these limitations, sales representatives pro
vide an unusual perspective and have unique knowledge 
concerning decision processes and fo.r this reason 
interviews with such persons are incorporated within 
this work. 

Respondent Sample. Given the hypothesis-seeking objec
tives of this activity, the sample of sales representa
tives was selected to provide diversity rather than 
generality. 

As part of this investigation, interviews were carried 
out with 18 sales representatives in the mid-Atlantic 
section of the U.S., the sales people represented a 
number of different firms. The sample contained 
representatives who operated in urban as well as in 
suburban and rural environments. 

n ~ ie  Content 

Respondents were asked to describe three different cus
tomer organizations: 1) consumer groups having the 
"simplest" decision process, 2) those have the "most 
complicated" decision process and 3) those having a 
"typical" decision process. For the most part, 
decision complexity was defined by respondents in terms 
of organizational size; that.is, the "most complicated" 
decision processes were found in larger organizations, 
while the simplest decision processes were associated 
with the smallest. 

The results of these interviews were distilled and then 
used as input for developing a methodology to carry out 
subsequent interviews in consumers' organj.zations. 

Interviews with Industrial Consumers 

Rationale. Interviews were undertaken with industrial 
consumers to accomplish three major objectives. First, 
we wished to elaborate and refine our understanding of 
the decision making process beyond the preliminary 
knowledge gained through sales representative inter
views. As part of this activity we wished to develop a 
more precise picture of decision steps and the roles of 
individuals who participated in the decision process. 

A second objective of these interviews focused on the 
definition of key variables that need to be considered 
for predicting and forecasting equipment choice. · Our 
concerns regarding key variables encompassed: 

1) attributes of equipment 
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2) background and relative influence of 
decision participants 

3) conditions inside and external to the 
organization itself. 

Finally, a third objective of consumer-interviews wee 
to aid in the development of methodology for: 

1) gaining access to organizations for the 
purpose of interviewing multiple parti
cipants in decision making. 

2) defining key parties in the decision 
process, and 

3) pinpointing which equipment acquisition 
decisions would serve as a most useful 
focus for data-gathering. 

Establishment Sample. A convenience sample of fifty 
organizations were encompassed in data collection and 
cut across a variety of industries. Data collection. 
was primarily focused upon organizations in the mid
Atlantic region. The interviews were conducted per
sonally by the authors and their colleagues. 

Jnterview Content. Interview questions were open
ended in nature and interviewers were provided with an 
extensive array of probing items to refine information 
provided in response to open-ended questions. The 
interview guide examined a number of issues surrounding 
the organization, its decision making process and 
specific machine choices. 

Findings 

Group Structure and Decision Making 

We find that Webster and Wind's (1972) notion of the 
decision making unit (DMU) is a useful heuristic for 
describing the group structure within which decision 
making takes place. For the purpose of this effort, 
the DMU may be defined as one to four persons who 
gather information and make buying decisions. 

Within the DMU, there appear to be four dist1act roles; 
individuals may, however, serve multiple roles. The 
roles include: 

1) The signing authority - the person who 
must take ultimate financial responsi
bility for the decision, and who is the 
highest status member of the DMU (but 
not necessarily the most influential). 

2) The proposal preparer - an individual 
who takes the responsibility for gathering 
information, for interfacing with poten
tial suppliers and for pulling together 
technical and cost information in the form 
of an internal proposal for equipment 
acquisition. 

3) The key influential - a person who is fre
quently superior to the proposal preparer 
in the organization, works closely with 
the proposal preparer in developing infor
mation and presenting it to top managers. 

4) The key operator or key user - an indi
vidual who works directly with the equipment 
and who provides input to the proposal 
preparer concerning needs and requirements. 

These roles appear to be relatively consistent across 
different organizations. In small organizations 
several or even all of these roles may be vested in a 
in~ e individual. 

One issue that became apparent through the interviews 



was the [act that the structure and number of pen!Ons 
in the DMU !H not strictly a function of organization 
size. In a large construction firm, for example, two 
individual;; constituted the DMU [or a 150-persou organ
ization. The Director of Personnel prepared the pro
posal and the Vlce Preaident for Project Management 
exerted signing authority. 

Several additional key points might be made regarding 
the DMU and its functioning. First, it was fairly 
obvious from the interviews that some participants have 
greater influence over the decision than others. In 
genera.!, It uppearH that the bulk of Influence was 
attributable to the ~ in en ia  and to the proposal 
preparer, who often stated that they equally shared in
fluence over the decision (up to a shared total of 70 
to 80 percent of control over the decision). The 
remaining influence was attributed to the signing autho
rity. 

A second point regarding DMU functioning relates to 
what Pettigrew (1975) has termed the gatekeeping func
tion performed by DMU members. According to Pettigrew 
(who views organizational purchasing as a political 
process) the industrial buyer serves a gatekeeping role 
by filtering and translating information between sup
pliers and the organization. These gatekeeping func
tions are performed by both the key influential and the 
proposal preparer on multiple occasions during acquisi
tion decisions. 

Role of the sales representative. The foregoing dis
cussion has been focused upon employees who participate 
in decision making. Individuals from outside of the 
organization may also impact upon decision making; of 
particular concern here, is the role of the sales repre
sentative. 

At the outset of the project and early in the effort, 
we believed that sales representatives had considerable 
influence over the decision process and may actually 
serve as members of the DMU. Interviews with sales 
representatives, for example, suggested that sales per
sons in some instances may serve as consultants or 
ex-officio members of the DMU. Recognizing that infor
mation from sales representatives may be biased 
regarding the extent of their actual influence over the 
decision, information from interviews in customer 
establishments provides additional perspective on this 
issue. 

It became clear in the course of interviews with DMU 
members that the role of sales representatives in the 
decision process was focused upon three activities: 

1) stimulating or identifying needs 
2) providing information 
3) facilitating decisionH 

The role of sales representatives in stimulating or 
identifying needs was restricted to certain circumstan
ces. That is, sales personnel were usually in a posi
tion to have such influence when they initiated the 
first contact. When the organization initiated contact 
with the sales personnel, needs had already been 
defined to some extent. 

The role of sales personnel in providing information is 
almost universal. Thus, sales representatives work 
closely with the proposal preparer and provide infor
mation to support proposal development. Such informa
tion can be either technical or financial or both. DMU 
members were particularly dependent upon the sales 
representative for translating costs into terms they 
could understand. Thus, manufacturers create a condi
tion that leads to dependency upon the sales represen-
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tative, a dependency that makes sales personnel essen
tial to the buying process. 

While the sales representative may play these various 
roles or employ different strategies as a means of in
fluencing decisions, members of the DMU made it quite 
clear that the sales representative is considered an 
"outsider." In short, the DMU members (particularly 
the proposal preparer) frequently exert a "gatekeeping" 
function (alluded to earlier) with respect to the sales 
representative. In particular, they minimize contacts 
that the sales representative has with higher level 
management, often precluding access to the signing 
authority within the DMU. Such gatekeeping practices 
may be used by DMU members for their own ends to in
crease the influence that· they have over the decision 
(a similar point has been made by Zaltman & Bonoma, 
1977). 

Steps in the decision process. At project initiation 
we generated no explicit assumptions or hypotheses 
regarding the steps involved in the consumer choice 
process. However, it became evident during the liter
ature review and throughout the interviews that deve
loping an understanding of decision process steps was 
essential for further work on consumer choice. 

Other researchers have also conceptualized the decision 
process in step-wise terms and a review of these con
cepts is in order to provide perspective for examining 
interview results. 

Luffman (1974) for example, characterized the decision 
as consisting of three phases: 

1) A qualifying phase - where a product need 
stimulates supplier search activity and 
preliminary evaluation of identified sup
pliers. The end result of this phase is 
a set of qualified suppliers. 

2) A determining phase - where a specific 
quote is obtained from the sales represen
tative. The end result of this activity 
is a more circumscribed list of suppliers 
and a set of attitudes (i.e., relative 
preferences) regarding those suppliers. 

3) A confirmatory phase, where further evalu
ation of suppliers is undertaken on the 
basis of more specific criteria, and a 
buying decision is made. 

Choffray & Lilien (1978) have recently developed a 
similar conception of the steps entailed in the buying 
decision. These authors point to three stages con
sisting of: 

1) Elimination of supplier alternatives 
which do not meet organizational require
ments. 

2) Formation of decision participant's pre
ferences, and 

3) Formation of organizational preferences. 

Hillier (le75) has taken the stage-dependent view of 
the decision process one step further, but focusing on 

1) "precipitation" of the purchase (i.e., 
"triggering" conditions) 

2) product specification 
3) supplier offer and selection of the most 

suitable supplier, and 
4) degree of satisfaction with the purchase 

and with the supplier. 

Thus, Hillier encompasses post-decision consequences of 
a particular purchase decision within his framework. 



Other investigators (cf. Lambert, Dornoff & Kernan, 
1977) havealao given attention to attitudinal conse
quences of specific purchase decisions within organiza
tions. 

Finally, we might focus attention upon the i e~ a e 

conceptualization of purchase decision making enuncia
ted by Rewoldt, Scott & Warshaw (1969). The authors 
suggests that industrial buyer behavior may be viewed 
as a problem-solving process entailing: 

1) recognition of a problem (i.e., a felt 
need) 

2) search for alternative solutions 
3) evaluation of alternatives 
4) purchase decision, and 
5) post-purchase evaluation of alter

natives 

There appear to be several common threads running 
through these differing conceptions of the steps in 
the buying process: 

The decision process is iterative. 
A central element of the decision process 
involves search and selection from among 
alternatives. 
The ordering of steps in the process 
appears to be the same across concep
tualizations. 

It is clear, however, that researchers differ in terms 
of the beginning and end points of the decision pro
cess. Some authors begin with need recognition, 
others begin with elimiting inappropriate suppliers. 
Several authors terminate the buying process with a 
specific decision or with the formation of preferences; 
others focus on post-decisional consequences and post
choice dissonance. 

The Industrial Buying Process 

With this material as background, we analyzed the inter
views and constructed a preliminary conceptualization 
of decision making employed in acquisition of indus
trial equipment. An overview of this preliminary 
conception is shown in Figure 1. This conceptualiza
tion assumes a continuous flow of actions from the 
search for suppliers, through machine need assessment, 
a demonstration and proposal on the part of the sales 
representatives, an internal review of proposals and a 
final decision. This view of the buying process reveals 
that there are two major stages in the process; a first 
stage that results in delimitation of feasible suppliers 
and a second stage involving detailed analysis of re
mainlng suppliers and a final decision. 

Need Recognition. At a particular point in time, it 
becomes clear to the DMU that there is a need for a new 
piece of equlpment. This need could become apparent 
due to increasing production demands. Another major 
cause could be the failure of an existing piece of 
equipment due to excessive age or a work overload. In 
any event, a tiriggering event occurs which create the 
perceived need. 

Information Search. Members of the DMU begin collect
ing information from a number of sources including 
sales people, advertisements in mass media, word of 
mouth from associates, brochures and many others. With 
this information, the DMU begins to define the general 
character of the equipment configuration which they 
perceive to most closely meet their needs. They may 
decide, for example, that several small capacity 
machines are more appropriate than one large machine. 
The technical nature of the machines is decided with-
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out reference to particular brands of machines. 

FIGURE 1 
OVERVIEW OF THE PURCHASE DECISION STEPS 
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Delimitation of Suppliers. Once the technical nature 
of the machine(s) have been decided, the DMU deter
mines which suppliers can provide the appropriate mach
ines. In many cases, only one supplier is feasible. 
However, more frequently, several suppliers can provide 
the needed equipment. The budget constraints given by 
top management are also used in the evaluation. 

Sales Demonstration/Proposal. Sales people from the 
feasible suppliers are asked to provide demonstrations 
of the equipment. The demonstrations show the DMU mem
bers the size, speed, complexity of operation and many 
other details. After such demonstrations, the sales 
people usually prepare a proposal including pricing 
plans and whatever technical and economic options which 
they feel are appropriate. These are converted into 
an internal proposal by the proposal preparer and are 
carefully reviewed by the DMU. 

Word of Mouth. Current users of the various brands of 
the feasible machines are often contacted to obtain 
information. This information can often serve to 
eliminate a supplier. A common pieca of information is 
the reliability of the machinery in question. If 
current users report unhappiness, the supplier is 
likely to be eliminated. Other information elicited 
includes ease of operation, staffing costs, supplies 
expense and other such information. 

Final Decision. If more than one supplier is still 
feasible, the DMU discusses the options and chooses the 
brand of machine, the price option and other details 
within the decision complex. In general, the decision 
is by consensus. However, certain DMU members can 
carry higher decisions weight than others. 

Conclusions 

We have tried to highlight important trends and weak
nesses in the current organizational buying literature. 
In addition, we have performed some initial explora-



tions involving structured discussions with decision 
makers. This activity has been directed at mounting an 
empirical test of the model posited here. The litera
ture indicates such a test is warranted and should lead 
to new insight into multiple decision maker models. 
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C.B.U. NEW NON-FOOD PRODUCT ADOPTION DECISIONS 

Peter M. Banting, McMaster University 
David L. Blenkhorn, Wilfrid Laurier University 

Abstract 

This research supports the assumption that small, rela
tively unknown suppllen; will have a difficult time in
troduclnp; their new non-food products to the central 
buying units or major retail chains. C.B.U. adoption 
cri ter !a and their relative importance are identified. 

Orw of th<' most difficult tasks faced by the marketer 
is the introduction of a new product into a large chain 
retn 11 organ lzn t ion. This is partlcul arly true for the 
markett'r who represents n smaller supplier and a sup
plier whose brand is not well known. 

fn the large chain retail organization, the major ob
stacle to new product penetration is provided by the 
screening performed by members of the central buying 
unit. These individuals monitor sales of current pro
ducts handled by their company, delete products which 
are performing poorly, and consider a myriad of new 
products eagerly presented to them by enthusiastic sup
pliers and potential suppliers every year. Every deci
sion to add a new product involves a number of elements 
for the buyer, including the risk of the new item sel
ling weakly, and the difficult deletion decision which 
must be made to create space for the new item. Since 
most buyers are evaluated over the long run on the 
basis of th0 profitability of the products they are 
responsible for, there is tremendous inertia toward 
adoption of new products. Products already handled by 
the company <H<' familiar and snfe generators of sales 
and prorltH. N0w products are unfamiliar and unsafe; 
their nhl llty to sc!.ll is unproved nnd they could become 
shelf-warmers. 'J'huH the natural inclination of the 
buyer iH to resist rocking the comfortable bont, and to 
avoid new products which may torpedo the boat. 

How can the small, relatively unknown supplier penetrate 
such a formidable obstacle as the central buying unit 
(CBU) of n mnjor retail chain organi.zation? 

Methodology 

A literature search gave little comprehensive insight 
concerning t!JP issue. No lists of potential decision 
criteria used In the non-food industry were found, 
Hlthough a study by Hileman and Rosenstein listed 
crlter.!a uRed in the food industry [Hileman et.al.] 

Our study identified the subjects to be examined as 
members of the C.B.U.s of large retail corporations 
operating In non-food areas. Examples would include 
Senrs, Tandy Corporation, Woolworths, K-Mart, etc. 

lkclslon criteria were JdentlfJed through a number of 
oxtens!vt> ~ nn  Interviews with rurchns!ng execu
tives of St>arr-;, Canadlnn '\'Ire Corporation, the T. Eaton 
Co. Ltd. and Hudson's Bay Company. These interviews 
not only generated numerous decision criteria contain-
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ing many items not mentioned in the literature, but 
also provided the authors with fairly detailed inter
pretations of specific factors. It should be noted 
that these interpretations frequently were different 
from the menning of the criteria which had been men
tioned in the literature. 

A three page, self-administered questionnaire was deve
loped and pretested through repeat personal interviews 
with the buying executives mentioned above. 

A revised instrument was mailed to 359 principal buyers 
in 139 firms across Canada. These buyers were identi
fied as follows: Non-food chain stores with five or 
more geographic locations were located using e~ 

tory of Retail Chains in Canada. Each firm was con
tacted by mail and was asked to submit a list of its 
various buying categories or classes, each group of 
which was the responsibility of a principal buyer. 
Follow-up letters were used to ensure maximum partici
pation. In the cases of the largest chains, this 
technique was supplemented by telephone calls and 
personal visits. 

The research questionnaire was mailed to the 359 buyers 
thus identified in late August 1980 and was followed 
with a second wave mailed in late September. One 
hundred sixty-seven usable questionnaires were returned, 
providing a 46% rate of response. 

A Profile of the Respondents 

The type of non-food chains was quite varied, although 
more than 80% of respondents come from either depart
ment store, hardware, automotive, clothing, drug and 
shoe chain stores (see Table 1). Half of the respon-

TABLE 1 
TYPE OF CHAIN STORE 

Type of Chain 
Store 

Department Store 
Hardware - Automotive 
Clothing 
Shoes 
Furniture 
Stationery - Gifts 
Jewellery 
Drugs 
Sporting Goods 
Camera - Film 
Electronics - Music 
Lighting - Electrical 
Books 
Arts and Crafts 
Toys 

TOTAL 

Number of Buyer 
Respondents 

63 
24 
17 
10 

1 
9 
5 

15 
3 
5 
4 
1 
2 
2 
1 

162 

Percent 

38.8 
14.8 
10.5 

6.2 
.6 

5.6 
3.1 
9.3 
1.9 
3.1 
2.5 

.6 
1.2 
1.2 
~ 

100.0% 



dt•nlti hnd ""'''"In""''''"" of (:75 million (s('(• Table 2). 

TABLE 2 
SIZE OF FIRM 

Gross Snles Number of Buyer 
Hev<.:.'!'.'.'.:.. __ ------- _________ e~n en  _______ Percent 

Less thnn $1 mllllon 
$1 mtllion-$4.9 million 
$5 mill! on-$9. 9 mi 11 ion 
$10 mlllJon-$24. 9 mill Ion 
$25 mlll!on-$49.9 million 
$50 mil1lon-$74.9 million 
$75 milllon-$99.9 million 
More thnn $100 m 111 ion 

TOTAL 

1 
17 

8 
15 
18 
17 

6 
69 

151 

. 7 
11.3 

5.3 
9.9 

11.9 
11.3 

4.0 
45.6 

100.0% 

Although 20% of the respondents had greater than 20 
years experienc<' In the buying function, more than one 
quarter of tlw buyers had been buying for 5 years or 
less (Tn h l e 3) . The number of new items adopted by an 

Yenrs Sp<'nt 
~n  

5 yearH or l<..•ss 
6 - 10 yt•a rs 
11 - 15 years 
1 I> - 20 y<•nrs 
ovt•r )() v··nrs 

'I'll 'I' AI. 

TABLE 3 
TIME IN BUYING FUNCTION 

Number of lluyer 
Respondents 

44 
38 
28 
21 
'12 

lfd 

Percent 

26 
24 
17 
1 3 
20 

LOO% 

Individual huycr was consld<>red to he an indication of 
his innovatfvc•nL'RS. In Tnble 4 it can be seen that 

TABLE 4 
NUHBER OF NEW ITEMS ADDED TO PRODUCT LINE 

----· --------Numlw r of Number of lluyer 
New I tc•ms Respondents Percent 
~

5 or 1 t'SR 5 15 
6 - 10 20 14 
11 - 20 25 18 
21 - 50 28 19 
51 - 99 7 5 
100+ 44 29 

TOTAL 119 100% 

29% of the respondents purche1sed 100 or more new items 
per yc;t r. The> gPographic coverage of the chain opera
tions ls disple1yed -In Table S, where it can be seen 

TABLE 5 
GEOGRAPHIC COVERAGE OF CHAIN 

Geogrnphic 
Coverage 

WithJn mw province 
Within st•vt•rnl provlnres 
Covl'rs n11 Cnnnda 
lntPrll;lt [(ltl:JJ 

T<ITi\L 

Respondents 

32 
66 
so 
15 

163 

Percent 

19.6 
40.5 
30.7 
9.2 

100.0% 

th;tt one f"lfth of the respondents restricted their 
operations to one province, ~i e two fifths were 
nation-wide in scope. The most represented type of 
product litH' was c.Lothing followed by supplies and 
furnishings ror the home (Tnble 6). Roughly one third 
of th(' reo<pondt•nts worked In ch:dns employtng 5 or 
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fPwP.r hny<•rs (TnhlP 7), while 18% worked in companies 
with more than 50 buyers. The age of respondents is 
shown in Table 8. In Table 9 it can be seen that all 
but one of the respondents had completed high school 
or a higher level of education. The number of stores 
in the responding chains is shown in Table 10, while 
Table 11 indicates the age of responding companies . 

TABLE 6 
TYPE OF GOODS PURCHASED 

Type of Good 

Clothing 
Home Renovation 
House Furnishings 
Other 

TOTAL 

Respondents 

49 
29 
34 
47 

159 

TABLE 7 
NUMBER OF BUYERS IN CHAIN 

Number of Buyers Responses 

1 - 5 51 
6 - 10 42 

11 20 25 
21 - so 11 
Over so 27 

TOTAL 156 

TABLE 8 
AGE OF RESPONDENT-BUYERS 

Age Responses 

24 - 30 30 
31 - 40 57 
41 - so so 
51 - 65 ~ 

TOTAL 161 

TABLE 9 

Percent 

30.8 
18.2 
21.4 
29.6 

100.0% 

Percent 

32 
26 
16 

8 
18 

100% 

Percent 

19 
35 
31 
15 

100% 

HIGHEST EDUCATIONAL LEVEL OF BUYERS 

Education Level 

Public School 
High School 
Community College 
University 

Responses 

Professional Designation 

1 
71 
20 
61 
10 

TOTAL 163 

TABLE 10 
NUMBER OF STORES IN CHAIN 

Number of Stores Responses 

5 - 9 18 
10 - 19 17 
20 - 29 26 
30 - 49 13 
so - 99 19 

100 - 199 27 
200 - 399 24 
400+ 17 

TOTAL 161 

Percent 

.6 
43.5 
12.3 
37.4 
6.2 

100.0% 

Percent 

11 
11 
16 

8 
12 
16 
15 
11 

100% 



TABLE 11 
AGE OF FIRM 

Age Responses Percent 

0 - 19 
20 - 39 
40 - 59 
60 - 99 
100+ 

Criteria 

TOTAL 

27 
28 
22 
40 
40 

157 

17 
18 
15 
25 
25 

100% 

The list of decision criteria which had been developed 
and revised according to personal interviews with pur
chasing executives was organized under seven catego
ries. Respondents ranked the 33 categories on a five 
point :wmnntlc differential scale accordlng to their 
importance ·fn nssess lng whether or not to adopt a new 
produe t. 'I' he• seven cntegor I es are 1 is ted in sequence 
of tht>lr w<•lghted lmportnnce to respondents in Table 12. 

TABLE 12 
CRITERIA SALIENCE 

A. PROFl'l' 
1. Expected profit contribution 
2. Reta:ller or dealer markup 

B. LEGAL CONSIDERATIONS 

c. 

1. Potential liability of retailer 
concerning the new product 

2. Meets government regulations 
3. New product raises questions concerning 

warranty on customer's other products 

TIMING CONSIDERATIONS 
1. Timing of supplier's sales calls 
2. Product introduction timing 
3. Economic conditions 
4. Flt with new trends in market 

D. PRODUCT/MAHKET CONSIDERATIONS 
l. Potential market volume 
2. Favourable test market results 
J. Evidence of another major 

retailer's purchase of product 
4. Product range 
5. Quality 
6. Life cycle considerations 
7. Competitive price 
8. Fits gaps in retailer's line 

E. SUPPLfER 
1. Supplier's known .track record 
2. Well-known brand name 
3. Single source wide product range 
4. Flnancinl capabilities 
s. Initial supply capabilities 
6. Ability to fill repeat orders quickly 

F. PRODUCT l!NfQUENESS 
1.. lllstlnl'liv<-• styling 
2. NPw comhinntinn of function 
'J. Performs some functions hetter 

than current products 
4. New fentures built into the product 
5. Function not previously available 
6. Wel·l-known brand name 

470 
454 

418 
454 

369 

357 
422 
382 
423 

444 
378 

281 
347 
456 
365 
434 
395 

436 
382 
323 
376 
430 
459 

378 
355 

380 
367 
366 
378 
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G. PROMOTION 
1. Advertising support by manufacturer 

(supplier) 419 
2. Instore point of sale promotional 

material provided by supplier 338 
3. Manufacturer's rebates to consumer 282 
4. Package attributes 360 

It can be seen that the most salient criteria, in 
order of importance, are: 

1) expected profit contribution 
2) supplier's ability to fill repeat orders 

quickly 
3) product quality 
4) product meets government regulations 
5) retail or dealer mark-·up 
6) potential market volume 
7) supplier's known track record 
8) competitive price 
9) manufacturers' initial supply capabilities 

10) product fits new trends in market 

Other factors thnt were considered important in the new 
product adoption decision which had not been included 
in our list of 33 items included in order of impor
tance: 

1) exclusivity - the desire of the buyer that his 
chain be the only outlet in his trading areas 
to handle the new product. 

2) Physical Distribution Considerations - terms 
of purchase vs. SKUs (stock-keeping units), 
transport mode vs. freight rates, rebates, etc. 

3) image - the ability of the new product to be 
congruent with the image projected by the re
tail chain and the types of products it 
already carries. 

4) Trustworthiness - the perceived honesty and 
reliability of the supplier. 

A number of hypothesized relationships were tested 
using Chi Square analysis. At the 5% level of signi
ficance it was shown that the businesses with more out
lets in their chain operation adopted proportionately 
more new products per buyer than the smaller chain 
operations. At the 10% level of significance it was 
found that in chain stores with a larger number of 
people responsible for buying, there was a relatively 
larger percentage of new products purchased. Also at 
the 10% level of significance it was found that the 
most innovative firms are in the category 31-80 years 
in existence, whereas younger firms are likely to 
adopt a relatively smaller number of new products per 
year, and the oldest firms tend to be the most conser
vative, buying the smallest number of new items per 
year. 

In contrast to the company characteristics' relation
ship to innovation, hypotheses concerning buyer re
lationships indicated that at the 5% level of signifi
cance, buyers with higher educational achievement than 
high school were relatively more frequently represented 
in the middle of the distribution of the volume of new 
items purchased annually. Those whose highest level 
of achievement was high school completion or less 
tended to be more often represented in the extremes of 
new product purchases -- that is they were either more 
risk averse or more risk tolerant. 

Those buyers with educational achievement beyond high 
school tended to choose to work in chain operations 
which either operated within the confines of one pro-



~ or Wl't"l' 1L1l lun-wldl' In Hcnp'-', wlil'rl'nH proporllon
ntcly morv ol thos<' with high school or less worked tn 
chatns ~ .. H.' mn rkl•t l'ncompasses n few prov Inc.c·s. 'l'h is 
wns s!v,nlf!cnnt e1t th<' 5% lPvel. 

~e rang<' of products offered by a new product supplier 
was found to h;Jve substantial ilppeal among chains of 
varying size. The larger the ch<Jin, the relatively 
greater Importance of the supplier having a broad pro
duct range. This was shown by three measures of f.inn 
sl7.e: by dollar sales, and by number of buyers in the 
firm, both nl the' 5% lPve] of significance, ilncl hy the 
llumb"r of o11tlt'ts In t·ill' chnln organization at the 1% 
levPl. Non<' of the oth<'r hypotheslzPd relationships 
were' s lgn If ic;111t. 

Fnctor i\nilly,;ls 

Factor analysis is useful in ascertaining conceptual 
cohesion underlying response patterns. The 33 criteria 
used in assessing new products were factor analyzed 
using vari.mnx rotation and an eigenvalue of 1.00 was 
set as the lower limit. Eleven factors were extracted 
and factor loadings grenter than .5000 were used to 
identify the factors. It is interesting to note that 
the originnl sPven category grouping of criteria used 
by the authot·s was not suhstant lated by the factor 
analysis. Exnmination of the eleven factors indicated 
to the authors that meaningful factor groupings indeed 
had been attained. The eleven factors explained 65.4% 
of the variance. These factors and their descriptors 
are listed in Table 13. 

2 

J 

4 

5 

TABLE 13 
FACTOR ANALYSIS OF DECISION CRITERIA 

Brand Image 

Function 

'l'lmi.ng 

Confidc'nct' In 
Suppl i<'r 

Merchandising 
Support 

Decision Criteria Included 

- product well-known brand name 
-advertising support hy manu-

f c:1cturer 
- supplier well-known brand name 

- new combination of functions 
- performs some functions bet-

ter than current products 
- new features built into the 

product 
- function not previously 

available 

- fits gaps ln retailer's line 
- timing of suppliers' sales 

calls 
- product lntroductcir>n timing 
- economic conditions 

-financial capabil.it!es 
- Initial supply capabilities 
- ability to fill repent orders 

quickly 

- instore point of sale promo
tiona] n ~ ia  provided by 
supplier: 

- nuutufacturer's rebates to 
consumer 

- evidence of another major 
retallPr 1 s purchase of product 

6 Rlsk Reduction - potential liability of retail-
er concerning new product 

- meets government regulations 
- new product raises questions 

concerning warranty on cus
tomer's other products 
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Fnctor: Descr1J2tor Decision Criteria Included 

7 Profit - expected profit contribution 
- retailer or dealer markup 

8 Fashion - distinctive styling 
- fits with new trends in 

market 

9 Market - potential market volume 
Potential - favourable test market 

results 

10 LHe Cycle - quality 
- life cycle considerations 

11 Package - package attributes 

Conclusion 

At this stage of the research it would appear that the 
small, relatively unknown supplier has a better chance 
of having his new product adopted by one of the larger 
chain operations since they tend to be more innovative 
in their new product selection than smaller chains. 
However, larger chains expect the supplier to have a 
broad product range. Consequently this would limit 
the number of small, unknown suppliers who can apply 
this type of segmentation. 

Generally speaking, the importance of brand image, as 
indicated by factor analysis, would militate strongly 
against a relatively unknown supplier. To the extent 
that such a supplier could fulfill the expectations of 
CBUs regarding the most highly ranked decision criteria 
(expected profit, ability to fill repeat orders, 
quality, etc.), his chances would be improved. 
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INTEGER GOAL PROGRAMMING FOR MEDIA SELECTION 
LN TilE INIJUS'J'lUAI. I':LECTRONICS MARKET: AMELIORATING 

CONFLICTING MANAGEMENT PREFERENCES 

Kenneth B. Schneider, Canisius College 
William E. Renforth, Western Illinois University 

Abstract 

Integer Goal Programming is shown to be an effective 
tool for media selection in a firm where conflict 
exists among marketing, sales and other executives in 
terms of nwdla preferences and perception of market 
,;egment Importance. A multiple stage iterative use 
of lntt>ger goal programming is presented. 

A very important part of the marketing function is to 
decide on the best media channels for carrying the 
advertising message to the intended audience. The ad
vertising media selection decision involves the allo
cation of limited advertising dollars among alterna
tive vehicles in an attempt to achieve the goals of 
the company. Thus, to maximize the return on adver
tising expenditures the advertiser must create the 
"best" messages and place them in the "best" media on 
the "best" schedule of media placements. Every intro
ductory advertising textbook devotes one or more chap
ters to advertising media evaluation which is aimed at 
determining what available media alternative is best 
for a particular purpose. 

The fact Is that major advertisers selling similar 
products may often have quite different ideas as to 
the most pffpctlve combination of media. Tradition
ally advertising managers or media planners have been 
guided by previous experience, personal knowledge, 
and industry convention. The early work on the appli
cation of quantitative techniques to this area was 
done by the advertising agency Batten, Barton, Dur
stine and Osborne (Buzzell, 1975), and others (Day, 
1962) (Engel and Warshaw, 1964) who all applied 
linear programming to the question of how to achieve an 
optimal media selection decision. Linear programming 
was at first enthusiastically received as a pioneer 
practical breakthrough in the application of quantita
tive techniques to media selection. Although linear 
programmi.ng dot:>R offer advantages in solving media 
select.ion problems, its inability to deal with many of 
the complexities of the real world has limited its use. 
Several specific criticisms: the possibility of frac
tional solutions, failure to consider audience dupli
cation, the assumption of constant media costs, and a 
misleading impression of definiteness have been de
veloped (Engel, Wales, and Warshaw, 1975). These 
criticisms encouraged several theoreticians to advo
cate the app I Leatlon of integer goal prograuiming to 
the media selection problem. (Charnes et.al., 1968) 
(Lee and Bird, 1970) (Lee and Nicely, 1974) (Keown 
and Dunean, 1979). These advocates consider that the 
technique offers advantages in allowing the advertising 
manager to consider multiple, conflicting goals in op
timization problems. Also, the use of integer pro
gramming in conjunction with goal programming can 
allow considerati.on of interactive media effects, de
cay effects, threshold levels, and quantity discounts 
in media selection decisions. 

The purpose of this paper is to extend these discus
sions by describing the use of integer goal program
ming as a tool for assisting media selection decisions 
by one specific firm in the industrial electronics 
industry (television equipment). This paper 
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illustrates several modifications in the implementa
tion of the technique that make the results especially 
amenable to use by practicing executives. Specif
ically, this paper i.llustrates the addition of a mul
tiple stage iterative process involving the resolution 
of certain goal conflicts. The specific step-wise 
process allows for a concensus decision among market
ing and sales executives who, although in the same 
firm, address different markets with different, but 
sometimes overlapping, print media coverage. 

The company in this example is a publicly held firm 
with gross sales for the year in question of 
$15,000,000. The company manufactures equipment for 
broadcast television, cable television (CATV), and 
closed circuit television. In addition, the firm 
operates a sales company to sell its closed circuit 
television products in several geographic market 
areas. Manufacturing activity accounts for 40% of 
the firm's gross revenues and 70% of the firm's pro
fits. The firm employs three separate and different 
marketing channels, one for each of the markets its 
addresses: 
Broadcast Television: 

Cable Television: 

Closed Circuit 
Television: 

A broadcast sales manager re
porting to the Vice-President 
of Marketing sells directly 
to,. networks and group owners, 
ana assigns other accounts to 
the company branch offices in 
their territories. This divi
sion also handles accounts in 
distributor territories direct
ly. 
A CATV sales manager with one 
assistant reporting to the 
Vice-President of Marketing 
covers all accounts directly. 
This division allows branch 
offices to participate on 
specified accounts. 
For the territories where the 
company does not have branch 
offices, a distributor sales 
manager, who reports to the 
Vice-President of Marketing, 
sets up distributors and deal
ers. In the territories where 
the company has branch offices 
they operate as exclusive dis
tributors. All branch managers 
report to the Vice-President 
for Sales. 

The company's branch offices are in many major cities, 
although several key territories are handled by dis
tributors. 

Both the Vice-President of Marketing and the Vice
President for Sales report to the President, who is 
the CEO of the firm. 

The Advertising Manager and the Product Promotion 
Manager report to the Vice-President of Marketing and 
organizationally are on the same level as the sales 
managers. An advertising agency is used, but only 
for ad copy preparation and placement. All media 



sdwdullng Is done• by Lhe Advertising M<lll<!ger in co
operation with the Product Promotion Manager. 

Till' dtt<ti sa lt•s organ! zatlon for tht• most· p;lrl workt•d 
wt•ll. lioWl'Vt'T, Lht•n· w;1s a basic confllcl In sa.les 
goa Is. 'I' he• ma rkt• l lng dtalllll' 1 s r<'port lng to the V 1 ce
l'rt•sld•·nl td M11rkc•llng sold 1111' c·cllll['illlY 1 H llliiiHtLII·Lun•d 
pnlllucU; c·xcluslvl•ly. 'l'hc branch offlcc·s also sold 
vendor supplll'd products. In fact, company manufac
tured products accounted for only 30% of their sales 
volume. 

Table J summarizes the percentage of manufacturing 
output, revenue, and profit that each marketing 
channel generates. 

Sourt'l': 

TABLE 1 

OUTPUT, REVENUE, AND PROFIT 
BY MARKETING CHANNEL 

Broadcast CATV Closed 
~

Circuit 

Output ')% J 0% 85% 
Revenul' 10% 40% 50% 
Profit t5% 25% 60% 

1 nlt• rna 1 Financial Rt•cnrds of Subject Firm 

The VI n•··l'n•s idL•nt for S;tlL•s, ;Jill tough IH• wouLd agree 
with Lhe goal of emphasizing thP sale of manufactured 
products, was, along with his branch managers, compen
sated on a s;tlc•s volume bas Is. This resulted in the 
company branches having high overall revenue, but with 
a low percL•ntage of company manufactured products. 

This represents the core of the conflict in goals: 
tht• V ict>-l'rt'S I. dent for Sales prefers an advertising 
schedule' that favors the closed circuit market, the 
Vlce-J'rpsJdent of Marketing expresses no preference 
hut ralill'r wlsltr•s to usc• advertls.lng dollars to pro
mote Lilt' company's products to the markets when' sales 
rPturn a hlglwr profit, namely broadcast and cable. 
It: Is also rt>cognized th;lt the distributor network is 
provided by language in the franchise agreement with 
a promise of advertising directed toward their market 
(c lost•d c lrcul t). The President favored the broadcast 
market heavily owing Ln its greater perceived prestige 
over t:lw other markPts, and preferred to direct adver
ll.s.l ng according I y. 

'l'hiH all lt•d lo :1 coni I let n•gardlng promotional pre
ren•nt·c·s, :IS c;ln lw Sl'l'n ln Table 2. 

TABLE 2 

PROMOTIONAL PREFERENCES BY MARKETING CHANNEL 

Channe 1: Branches 

Market: 
Broad-
cast 3 

CATV 2 
Closed 

CircuiL 

Broadcast -----
Sales 

1 
2,3 

2,3 

CATV 
Sales 

2,3 
1 

2,3 

Distributor 
Sales 

3 
2 

1 

Sourct•: Interviews with responsible executives 

All distributor channels preferred a media exposure in 
the closed t•lrcuit market, with the cable market se
cond. Tltls no doubt rf'flects the revenue opportunity 
of tltt•sc• m;trkc•t ing channels. The market segments wilh 
dedlcntc•d sail'S m:magt•rs preferred that exposure be 
concentralcd in their respective markets. 
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The media budget for print media was $45,000. This 
is a small part of the total advertising and promotion 
budget of the company. The company was a major exhi
bitor at trade shows, and a moderate user of direct 
mail advertising. 

'l'ill' t'ulll(lllllY t'llllHldPrc•d nine eontroUL'd circulation 
magaz.lnes to be important relative to the lines of 
business of the firm. These publications are pre- .. 
sented in Table 3, which identifies the circulation 
by relevant market, the frequency of appearance, and 
the cost for a one page black and white ad at the 
rate for which a quantity discount is earned. 

TABLE 3 

PREFERRED PRINT MEDIA DATA 

Frequency Circulation_ ~ 
Broadcast CCTV Cost 

Broadcast 52 8,000 1,000 nil $1,200 
BME/CME 12 9,200 4,000 1,000 1,030 
Broadcast Engineer lng 12 8,000 3,000 2,500 375 
Cablecasting 12 nil 5,000 nil 500 
CATV 52 nil 3,000 nil 445 
TV CommunicatlonH 12 100 6,000 500 740 
Actual Specifying Engineer 12 nil nil 20,000 1,020 
Education & Instructional 

Televisi.on 12 2,000 nil 15,000 800 
Educational Brom1caHting 6 1,000 nil 15,000 890 

Source: Busjness Publi.cations Rates and Data 

The firm's advertising agency specialized in indus
trial accounts, but did not participate in media se
lection for this fl.rm. However, the agency did rank 
the nine publications for the firm based on reader 
service return, and also upon the results of surveys 
taken in the respective markets. The following rep
resents the agencies ranking: 

Publication 

Broadcasting 
BME/CME 
Broadcast Engineering 
Cablecasting 
CATV 
TV Communications 
Actual Spec. Engr. 
Educ. & Indust. TV 
Educational Broadcasting 

Rank 

8 
5 
7 
4 
6 
1 
2 
3 
9 

The company advertising manager also had a ranking of 
market preference priorities of the various e~ n~i

hle executlves and also of himself and the Product 
Promotion Manager. 

TABLE 4 
MARKET PRIORITY PREFERENCE 

Market Pres VP-Sales VP-MKT Advt Prod Prom 

~ !'!sE. 

Broadcast 1 3 3 2 2 
CATV 3 1 2 3 3 
Closed Circ. 2 2 1 1 1 

Source: Interviews with the indicated executives 

This variation in priorities can partially be explain
ed by the background of several of the individuals, 
particularly the President and the Vice-Presidents who 
came from the market areas where their number one pre
ference is noted. The priorities expressed by both 
the advertising manager and the product promotion 
manager reflect the profit potentials of the various 
markets. 



The advertising manager in the midst of all of the . 
apparent conflicts had the duty of formulating a media 
schedule that would be acceptable to all concerned 
parties and that would also fulfill several goals. 
The following goals were recognized and are listed in 
priority order: 
1. Tfw $1•5,000 media budget was to be 100% spent 
2. The media budget could be exceeded at most by 10% 

*3. Advertise in a way to stimulate sales in market 
segments in relation to profit potential 

4. Maximize adverti.sing exposure 
5. Minimize media overlap 
6. Maximize quantity diseounts 

*This goal is nut ~a  definable due to the dif
ferent rankings by the executives who must buy-off on 
the media schedule. 
Integer goal programming was used to develop a media 
placement schedule that would minimize the under 
achievement of these goals. The first round of the 
process utilized the market priorities of the adver
tising manager. Thi.s meant that publications address
ing the broadcast market received second priority, 
publications addressing the CATV market received thrid 
priority. This put a heavy emphasis on the manufac
tured products of the company as well as the area for 
greatest sales growth. This priority scheme also pro
vided for nceessary product identification advertising 
to the distributor network including the ~e  branch 
of flet•s. 

Since an lnt<'l'"r solut Inn waR required an eRtablishPd 
lulH It· lfl<'l hodo I ogy WliH fo II owed (Kt•nwn nnd Dunt·an, 
1979). Audlt•ne<' dupl.tcatl.on was expllcity dealt with 
ns was any possibility of overexposure. A tested 
algorithm (Lee and Morris, 1977) was utilized on a 
CDC Cybcr-172 computer. 

The results of the first round solution was not pre
sented to the responsible executives. The executives 
were shown, instead, the resultant media placement 
deviations from goals relative to each market. They 
were then asked, considering the achievement of the 
first goal and under achievement of the second goal, 
if they wanted the underachievements modified. 

The resulting desires to have under achievements modi
fied were then utilized to modify goal priority number 
3, which would now show preference for a different 
priority among the publications. This then allowed 
the model to be reoptimized. 

The second round results in terms of the underachieve
mC'nts were ugnln presented for possible modification. 
These modifications allowed further change in goal 3. 
After the third optimization the responsible execu
tives desired no further changes. 

This procedure permitted the various executives to 
allow their different perspectives to be converged in
to a mutually agreed upon media schedule. 

In eaC"h round t•ueh executive responded to all of the 
dC'viatlons, that is to say for each of the nine publi
cations, and they were free to request that it be 
raised or lowered. Table 5 presents the third round 
Rolutiun ln terms of the decision variables, the pub
licatlun insertlons. 
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TABLE 5 
PUBLICATIONS AND NUMBER OF PLACEMENTS 

Variable Number of Placements 

Broadcasting 13 
BME/CME 6 
Broadcast Eng. 6 
CATV 0 
Cablecasting 0 
TV Communications 13 
Actual Spec. Engr. 6 
Educ. & Ind. TV 6 
Educational Broad. 3 

The final optimization provided the following results: 

Goal ~ 

1 Achieved 
2 Under achieved by $2,260 
3 Achieved 
4 Under achieved by $4,320 
5 Over achieved by $1,650 
6 Achieved 

This method of combining integer goal programming 
with an interactive multi-stage process of decision 
maker interaction provides a useful tool for mollify
ing the apparent conflicting goals of multiple execu
tives who must approve media placement schedules. 
Thls technique made the process go a lot smoother than 
wlwn the ReJection process was done on the former more 
intuitive process. 
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NORWEGIANS AND THE COMMON MARKET 

Venkatakrishna V. Bellur, Northern Michigan University 
Geir E. Bergvin (student), Ball State University 

Abstract 

tlw EEC of "Six" exp;md<'d to "nine" following the 
l!limlHf<ion of lknmark, ln•.land, and the U.K. on January 
l, l97.l. Wllh tht• vl<'w of JolnJng lhe EEC, the Norwegi
an governmPnl ,.,J! led I or n rl'f<'rendum on Sepl"mb0r 25, 
1972. 'l'ht• n•n•rt•tHium d ld nol get populnr support and at 
the present tJme Norway stays out of the EEC. Given 
that Norwegians and other west Europeans have simila
rity with regard to economic, political, social, and 
cultural characteristics, it was surprising that the 
referendum did not receive popular support. This 
study was, therefore, designed to find out why Norwe
gians dld not. support the referendum to join the EEC. 
Rcspnns<'H provJded by 306 households located Jn various 
partH of Nnrwny rt'vt•nlt•d rhnt t:he n•ft•rendHm wns turned 
down lwc.ltttst• a great n"t.JorJty of Norwqi,JanH did not 
want to be governed by "BruRRels". Any future attempt(s) 
to Join the EEC may, therefore, emphasize that joining 
the EEC will not affect domestic economic and politi
cal policies. 

Introduction 

Norway, located in the northwestern part of Europe, has 
a constitutional monarchy. Its boundaries are--Sweden, 
Finland, and the Soviet Union in the east; North Sea 
and the Atlantic Ocean, in the south and west, respec
tively. The country is predominantly mountainous, 
located at a higher altitude compared to Europe as a 
whole. The major source of income (GNP) is derived 
from the manufacturing industry which produces goods 
for domestic consumption and export. Other sources of 
Norwegian GNP are--agriculture, oil, forestry, fishery, 
and mining. Sources of Norwegian GNP for the year 1979 
is ~~ in table 1. 

TABLE 1 
SOURCE AND AMOUNT OF NORWEGIAN GNP FOR 1979 

Source 

1. Social and personal serviccH, 
hot<·! and n.•o;tnur<mt, bmdnco;s, 
fftHllll'<', nnd Insurance ........ . 

2. Manuracturlng ................. . 
3. Wholesnle and retail trade .... . 
4. Construction, mining and 

quarrying,real estate ......... . 
5. Transport and communication 

including waterways ........... . 
6. Crude petroleum, gas products, 

and oil pipelines ............. . 
7. Ap;r:lculture, forestry, and 

fishery ....................... . 
B. Public utilities .............. . 
9. Miscellaneous ................. . 

Percent of 
Total 
GNP 

/6.5 
16.9 
13.0 

12.8 

10.7 

8.8 

5.0 
3.9 
2.4 

Total. . . . . . . . . . . . . . . . . . . . . . . . • . 100. 0 

GNP in 
Billion 
Dollars 

12.39 
7.94 
6.09 

5.99 

5.00 

4.11 

2.36 
1. 83 
1.14 

46.85 

Source: Stati.stical Yearbook, 1980, (Oslo, Norway: 
central ~ ea ~ a i i  1980), p. 64. 
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The European Economic Communi.ty (EEC) also familiarly 
known as the Common Market became an entity on January 
1, 1958, following the ratification of the "Treaty of 
Rome" by the national parliaments of six countries-
llelgium, France, Italy, Luxembourp;, the Netherlands, 
and West <:errnany. Durinp; November 1962, a seventh coun
try, Greece, became an associate member and gained full 
membership on January 1, 1981. The EEC's role as a 
customs union goes beyond removal of tariffs and trade 
restrictions for the member countries. "The Rome Treaty 
provides for a still closer integration of the respec
tive economies with a full economic union as the ulti
mate goal" [Krause]. 

The common market, a community of p;rowing political and 
l'ctmomic power has great impact on the rest of the 
world. The rapidly growing economic strength has been 
accompanied by political and socioeconomic integration 
of the.member nations. The EEC has substantially chan
ged not only the material world in which the Europeans 
live but also their lifestyle. Attitude of the rest of 
the world toward the Western Europe as a whole has 
changed dramatically on account of this "peaceful 
revolution". 

"The most serious problem faced by the EEC in moving 
toward its goal of economic, political, and sod.al 
integration was the formation of the European Free 
Trade Association (EFTA) in November 1959" [Nystrom]. 
The EFTA member countries--Austria, Denmark, Portugal, 
Sweden, Switzerland, and the United Kingdom, removed 
all tariff and quota restrictions on industrial trade 
among them in 10 years. But, unlike the EEC, EFTA did 
not set up a common external tariff and did not include 
agricultural trade. 

For the past several years Norway has played a signifi
cant role in trading with the EFTA countries. Norwegian 
imports from and exports to EFTA countries accounted 
for 27 percent of the total i.mports and 16 percent of 
the total exports, respectively, for the year 1979. 
Balance of payment from Norway to other EFTA countries 
amounted $2.06 billion during 1979 (1 U.S. dollar = 5 
Norwegian kroner) [Statistical Yearbook, 1980]. Prior 
to the expansion of EEC, the trade between Norway and 
EFTA and Norway and the EEC of "six" were as .follows. 
Of the total import amounting to $5.76 billion during 
1972 imports from the EEC of "six" accounted for $1.52 
billion or approximately 26 percent of the total. 
Imports from EFTA for the same period represented a 
total of $2.55 billion or approximately 44 percent of 
the total imports. Exports to EEC of "six" and EFTA 
accounted for $1.03 billion and $2.05 billion for 1972. 
These figures indicate that trade between Norway and 
the EFTA to be of greater economic importance compared 
to the trade between Norway and the EEC of "six" prior 
to expansion of the EEC from "six" to "nine" [Statis
tical Yearbook, 1973]. 

Formation of the EFTA in November 1959, resulted in two 
trading blocks, the EFTA and the EEC, within the west
ern Europe. "This division of Europe's principal trad
ing nations into two rival groups aroused fears, parti
cularly in the United States. Although both blocks were 
committed to more liberal trade, the varied attitudes 
and policies adopted in pursuit of this objective 
raised the danger of severe dislocation and political 
disunity" [Nystrom]. 



TABLE 3
NORWEGIAN EXPORTS TO AND IMPORTS FROM THE EEC

MEMBER COUNTRIES DURING 1979

TABLE 2
A COMPARISON OF THE GEOGRAPHIC DEMOGRAPHIC AND

ECONOMIC PROFILE OF THE EEC AND NORWAY FOR THE'YEAR 1979

Area , Popula tion , GNP , EEC Norway Percentage
and Tr ade of the EEC

Area ( t hous and sqr.miles ) 589 . 00 125.06 2L 23
Populat ion (million) . . • . . 259. 13 4.08 1.57
GNP ($ bi1li on) * ... . ... . . 1, 813 . 05 46 . 85 2. 58
Export ($ bil l ion) ..• . . . • 381.9 3 13.70 3.59
Import ($ bi l lion) . •. . ... 390.51 13 .87 3.55

* U.S. $1 m 5 . 00 Nor wegian kroner
Sources:
Statistical Year book 1977 , (New York: The United Nat i
ons , Dept . of Internal Economic and Social Affairs,
29th Issue, 1978), p . 72 .
Statistical Abstract of the United States 1978
(Washi ngt on , D.C . : The U.S . Dep t. of Commerce, Bureau
of the Census , 1978), p. 910.
International Financial Sta t is t i c s , No. 9 , Vol. XXXI ,
(Washington, D. C. : The Inter national Mone t ary Fund,
Sept . 1978), PI'. 30-383.
St atistical Yearbook 1980 , (Os lo, Norway : Central
Bureau of Statistics , 1980) . PI'. 5, 151 .

Impor t s Per cent
of
total
Imports

Exports Percent
of
t ot al
Expor ts

Country

Any European country with a democratic fo rm of govern
ment can apply for the EEC membership . To gain entran
ce t o the community as a full fledged member, a coun
try must accept the EEC 's long term economic and poli
tical goals . Some economically weaker and politically
neutral countries have, therefore, limited their links
to free t r adv IlKreements with the community. It is
Impurtant to r ecugn I zc , hove ve r , t hut when a country
becomes a full f l.edged member of the cEC it cannot
sLmultaneouHl y continue membership in any other tradinK
block. The membe r countries are, however , free t o trade
with any country of their choi ce . Any country wanting
to become the EEC member should note that there is no
trea ty provision [or withdrawing f rom membership.
Moreover , t he participating countries' economies a re
so closely interrelated and it would be agains t the
economic interests of the member country to wi t hdr aw
fr om t he EEC membership.

On January I, 1973, Denmark, Ireland , and the United
Kingdom were admitted to the EEC as members. The EEC
with nin e member nations has become the world 's third
s uperpower. With a population of approximately 260
million, the EEC of "nine" represents a powerful ·com
bi na t i on of human and material resources . "As a unit ,
i t is t he world 's largest importer and the world 's
second largest producer of au tomobiles , steel, and coal.
Excl uding the associated territories overseas, t he EEC
is about one-sixth as large in a rea and one-fifth
larger in population than the United States . Taken as
an economic unit, it is ahead of the Soviet Union and
second t o the United States in indus t r i a l production.
Its potential for future economic progress has been
underscored by an exceptiona lly hi gh ra te of economic
gr owth i n recent years . Despite nat i ona l and r egi ona l
differences, the EEC co untries are economically compe
titive as well as c omp lementary" [Nystrom] . Growing
consumer market , availability of highly skilled and
industrf ous wor ker s , government policies and bus iness
environment cond uc ive for operat i ng i ndus tries and
bus ines s es, and a highly de veloped tradi tion i n t he
area of international trade are some of the grea tes t
strengths of the EEC.

Following the passage of the referendum t o Join t he
EEC, t he two EFTA countries- -Denmark and the United
Kingdom, were admitted to the EEC as members. Although
Norway might have derived benefits by joining the EEC,
failure of the referendum has made it to continue as
an EFTA membe r . Table 2 provides a comparison of the
geographic, demographic, and economic profile of the
EEC snd Norway for the year 1979 . Table 3 shows data
pertaining to trade between Norway and the EEC member
cou nt ri es for t he year 1979 .

Data provided Ln table 3 indicates the magnitude of
t r ade be t ween Norway and the EEC member countries and
the significance of the trade to Norwegian economy.

Problem Statement and Objectives

With t he Lntention of becoming the EEC member, Norwe
gian Kovernml'nt cn l.Led for a referendum on Septembe r
25 , 1972. The r e Fe r end um was not supported by the l

maJ or t ty of Norwegians. Simultaneously, the governments
of Denmark, Ireland, and the United Kingd om also called
a r e fe r endum to decide whether t o join the EEC . Passage
of t he referendum in these countries resulted i n the
e xpansion of the EEC from "six" to "nine" on January I,
1973. Furthermore, Denmark and t he United Kingdom cea
sed to be EFTA membe rs because of their affiliation
wi t h the EEC . Failure of the 1972 r e f e r endum ha s kept
Norway away from participating i n many economic and
political concerns of the European Community .

($Bi11ion) ($Bi11ion)

Belgium & Luxembourg 0. 14 1.59 0.45 6.93
Denmark • • ..• . .. .•• . . 0 . 73 8. 30 0 .85 13 .10
Fr ance . . .. .... .••• .. 0 . 33 3.7 5 0.52 8.01
Italy .. .•• . . .• .• • .. . 0.22 2. 50 0. 31 4.78
Net herlands .... • . •. • 0. 40 4 .55 0 .49 7.55
U. K. s Ireland .• • . .• 5. 02 57 .11 1.94 29.89
West Germa ny . • • •.. •• 1.95 22.20 1.93 29.74

TotaL ..... • • .. • . . • . 8 .7 9 100 . 00 6.49 100 . 00

Source: Stat i s t i ca l Yearbook 1980, (Oslo, Norway :
Cen t r a l Bureau of Statistics ,1980 ) , p. 172.

Reaso ns for fa i lur e of t he Norwegian re fe rendum could
be many and may not be l i mited to economic and politi
cal factors . The ma j or object ive of this study was,
therefore, to determine whether Norwegians were aware
of the EEC and the socioeconomic be ne f its Nor way coul d
derive by joining the EEC. Specific object ives of the
study , however, were t o determine: (1) geogr aphic
loca tion of the households and awarene ss of t he EEC;
(2 ) whether t hey par t i c i pa ted i n t he r eferendum; (3)
how did t hey vote i n t he r eferendum and why ; and (4)
how woul d t hey vote , if t he r e we r e to be a new referen
dum .
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Research Procedure 

Accomplishing the objectives the study necessitated 
gathering data from Norwegian households located in 
various parts of the country. To obtain needed infor
mati.on, 11 two-page questi.onnaire written in Norwegian 
WHH uHed. The questions were arranged in <1 sPquence to 
provl.dc• un eHsy flow of responses, and contained ques
tions related to: (1) geographic location of the house
holds .included in the sample; (2) knowledge about the 
EEC; (3) participation in the 1972 referendum and 
voting pattern; and (4) demographic and socioeconomic 
characteristics of the respondents. 

A total of 550 questionnaires were mailed to a sample 
of randomly selected households located in Bergen, 
Oslo, St<Jvanger, Trondheim and a couple of major cities 
in northern Norway. Addresses of the randomly selected 
households for each city included in the survey were 
obtained from the telephone directory for 1980. The 
package rna Ued to the households included: (1) a letter 
of introduction; (2) the questionnaire; and (3) a self
addressed stamped envelope. A total of 306 responses 
representing approximately 56 percent were received. 
Data provided by the households were coded, tabulated, 
<md analy<:ed. 

Findings 

Location of Households and Awareness of the lmC 

Response to question on the household location was pro
vided by 295. Of this number, 161 or approximately 54 
percent represented Trondheim and surrounding areas. 
The remaining responses were distributed in the follow
ing order: (1) Oslo, 22 percent; (2) Northern Norway, 
14 percent; (3) Stavanger, 6 percent; and (4) Bergen, 
4 percent. 

Almost every Norwegian household, 293 out of 295 
responses, representing approximately 99 percent of the 
respondents was aware of the EEC and its basic goals 
and functions. Question on the number of countries be
longing to the EEC was answered by 298 households. 
Analysis of the data surprisingly showed that only 107 
of the 298 respondents, representing approximately 36 
percent of the total responses new the exact number of 
countries in the EEC. Those that did not know the 
exact number, represented 55 percent of the total 
responses and gave 6, 8, 10 and 11 countries as EEC 
members. The rest, accounting .fur approximately 9 percent 
of the total response did not answer the question on 
number of countries in the expanded EEC. 

When asked to list names o[ countries belonging to the 
EEC, 227 households provided responses. Correct listing 
of the names of member countries was provided by 124 
or approximately 46 percent of the households respond
ing to the question. The rest, representing 54 percent 
or 148 househo.lds either did not provide correct list
ing or did not answer. 

Relationship between geographic location of the house
holds and awareness variables is shown in table 4. 

Voting Pattern During Referendum and Reasons 

When asked whether the households participated in the 
1972 referendum to decide whether Norway should join 
the EEC, 295 individuals provided responses. Majority 
of the respondents representing approximately 81 per
cent or 211l fl tated that they voted during the referen
dum. The remaining 19 percent did not vote. The reason 
for not voting could be that those that did not vote 
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TABLE 4 
GEOGRAPHIC LOCATION OF HOUSEHOLDS AND 

AWARENESS OF THE EEC 

Variable n d.f 

Have you heard about EEC 295 4 1. 68 0.79 
What is EEC ......•...... 253 4 6.47 0.16 
Number of countries 

belonging to EEC .....• 298 8 16.05 0.04 
List names of countries 

belonging to EEC ...... 272 4 10.28 0.03 

c 

0.08 
0.16 

0.23 

0.19 

might have been below the voting age at the time the 
referendum to join EEC was held. 

Voting Against Norwegian Membership and Reasons 

Responses to question on voting pattern showed that 131 
or 55 percent of the 238 who participated on the 1972 
referendum voted against Norway joining the EEC. Rea
sons for not supporting the referendum to Norwegian 
membership in the Common Market were as follows: (1) 
economic and political, 62 percent; (2) national pride, 
16 percent; and (3) culture and united Europe, 2 percent 

Analysis of the data related to de.mographic and socio
economic variables of those not supporting the referen
dum resulted in the following break-down: (1) male, 
72 percent; (2) 31-50 years age group, 63 percent; 
(3) completed education ranging from realskole to 
university, 63 percent; (4) respondents' occupation-
white collar, 57 percent; (5) spouse's occupation-
white collar, 42 percent; and (6) annual household 
income--100,000 Norwegian Kroner or more, 58 percent. 
Table 5 represents the results of x2 analysis for 
relationship between demographic and socioeconomic 
variables and the reasons for not supporting Norwegian 
membership in the EEC. 

TABLE 5 
RELATIONSHIP BETWEEN DEMOGRAPHIC, SOCIOECONOMIC 

VARIABLES AND REASONS FOR NOT SUPPORTING 
NORWEGIAN MEMBERSHIP IN THE EEC 

Variable n 

Sex .•....•.............. 130 
Age •.•..........•...••.. 131 
Education ••.•...••••...• 128 
Respondent's occupation. 131 
Spouse's occupation ..•.. 105 
Household Income .......• 131 

d .f. 

2 
6 
4 
6 
6 
4 

1. 70 
4.18 
3.06 
4.35 
0.50 
8.05 

Voting for Norwegian Membership and Reasons 

0.43 
0.65 
0.54 
0.63 
0.99 
0.09 

c 

0.11 
0.17 
0.15 
0.18 
0.07 
0.24 

One hundred and seven individuals responded to the 
question on reasons for supporting Norwegian membership 
in the EEC. Reasons for supporting the referendum were 
as follows: (1) economic and political, 72 percent; 
(2) culture and united Europe, 24 percent; and (3) 
national pride, 4 percent. 

Analysis of the data pertaining to demographic and 
socioeconomic characteristics of those supporting the 
referendum resulted in the following break-down: 
(1) male, 77 percent; (2) 31-50 years age group, 48 
percent; (3) completed education ranging from real
skole to university, 64 percent; (4) respondent's 



occupation--white collar, 60 percent; (5) spouse's 
occupation--white collar, 28 percent; and (6) household 
income--100,000 Norwegian kroner or more, 71 percent. 
Table 6 shows the results of the x2 analysis for the 
relationship between demographic and socioeconomic 
variables and the reasons for supporting Norwegian 
membership in the EEC. 

TABLE 6 
RELATIONSHIP BETWEEN DEMOGRAPHIC AND SOCIOECONOMIC 

VARIABLES AND REASONS FOR SUPPORTING NORWEGIAN 
MEMBERSHIP IN THE EEC 

Variables n d. f. Ct c 

-------w-

Sex ..................... 107 2 1.83 0.40 0.13 
Age ...•................. 107 6 4.80 0.57 0.21 
Education ...•..........• 103 4 7.99 0.09 0.27 
Respondent'" occupation. 106 6 2. 35 0.88 0.15 
Spouse's occupation •..•. 87 6 10.03 0.12 0.32 
Household income .•.....• 107 4 2.82 0.58 0.16 

---·-
If there Were to Be a New Referendum, Will You 
Particilate and How Would You Vote? 

When asked whether the households would participate if 
and when a new referendum is held, 272 indivi.duals 
stated that they will participate. Of this number, 67 
households representing approximately 25 percent men
tioned that they will support the Norwegian membership 
in the Conunon Market. Analysls of the data on the 
basis of sex indicated that of the 67 individuals who 
would favor Norwegian membership in the EEC, 77 percent 
were male and the rest female. 

Response to the question on reasons for supporting 
Norwegian membership during a new referendum was 
provided by 67 individuals. Approximately 75 percent of 
the respondents were male and the rest were female. 
Reasons given by the male respondents were as follows: 
(1) economic and political, 73 percent; (2) culture 
and united Europe, 24 percent; and (3) national pride, 
3 percent. Women responding to the question on reasons 
for supporting Norwegian membership in the EEC gave the 
following reasons: (1) economic and political, 82 per
cent; (2) culture and united Europe, 12 percent; and 
(3) national pride, 6 percent. 

Analysis of the data on demographic and socioeconomic 
characteristics ·of the respondents supporting Nor
wegian membership in the EEC in a new referendum resul
ted in the following breakdown: (1) male, 77 percent; 
(2) 31-50 years age group, 50 percent; (3) completed 
education ranging from realskole to university, 62 
percent; (4) respondent's occupation--white collar, 67 
percent; (5) spouse's occupation--white collar, 25 
percent; and (6) annual household income--100,000 Nor
wegian kroner or more, 75 percent. Relationship between 
the demographic and socioeconomic characteristics of 
the respondents and reasons for supporting Norwegian 
membership in EEC in a new referendum is shown in 
table 7. 

Voting pattern during the 1972 referendum showed that 
55 percent of those who voted were agai.nst Norwegian 
membership in the EEC. When asked how they would vote 
if there were to be a new referendum, of the 272 
respondents only 67 households representing 25 percent 
said that they support the EEC membership. This 
reflects that even if there were to be a new referendum, 
a great majority of Norwegians may not support member
ship in the EEC. 
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TABLE 7 
RELATIONSHIP BETWEEN DEMOGRAPHIC AND SOCIOECONOMIC 

VARIABLES AND REASONS FOR SUPPORTING MEMBERSHIP 
IN A NEW REFERENDUM 

Variable n d.f. Ct c 

Sex .•.......•.•....•••.•. 67 2 2.31 0.31 0.18 
Age .•...•..••.•......•.•• 67 6 3.70 0. 72 0.23 
Education ....•.••..•.•.•. 65 4 4.97 0.29 0.19 
Respondent's occupatim •. 67 6 11.70 0.07 0.38 
Spouse's occupation .....• 58 6 1.49 0.96 0.16 
Household income ••....... 67 4 1.64 0.80 0.15 

To find out why Norwegians do not favor joining the 
EEC, two questions were asked. One of the questions was 
intended to ascertain how firmly Norwegians believed 
that they ~n stay away from the Common Market. When 
asked, do you believe that Norway ought to stay away 
from the EEC? 285 households responded. Of this number, 
219 or approximately 77 percent said yes and the remai
ning 66 or 23 percent said no. This indicates that the 
Norwegians strongly believe that their country should 
stay away from becoming the EEC member. 

The second question was intended to find out why Nor
wegians believe so strongly that they ought to stay 
away from the EEC. The majority of households answering 
the question said, "We do not want to be governed by 
Brussels." This i.ndicates that most Norwegians may 
be concerned about what might happen to their economic 
and political freedom if Norway joins the EEC. It is 
important, therefore, that any effort to gain support 
from the Norwegians to join EEC may have to emphasize 
that joining the eec will not have an adverse effect 
on the domestic economic and political policies. If 
this is done, it is probable that a future referendum, 
if there were to be one, to join the Common Market, 
may get popular support. 

Summary and Conclusion 

Tge EEC founded by the "six" west European countries 
on January 1, 1958, was expanded into "nine" by 
admitting Denmark, Ireland, and the United Kingdom on 
January 1, 1973. The referendum sponsored by the 
Norwegian government during September, 1972 to decide 
whether to join the Common Market did not get the 
popular support. Analysis of the data provided by 306 
households located in various parts of Norway revealed 
that the majority did not want to be governed by 
"Brussels". Any future attempt(s) to join the EEC may, 
therefore, have to emphasize that ~inin  membership in 
the Common Market will not affect domestic economic and 
political policies. If this is done, it is probable 
that the Norwegians will approve the government's 
decision to join the EEC. 
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U.S. EXPORT TRADING COMPANY: A MODEL OF EXPORT PROMOTION IN THE 80's 

A.D. Cao, The American University 

Abstract 

tn order to promote US exports in the 1980's, it ap
pears that complete reliance on the existing channel of 
intern:1tl onal distribution which consists primarily of 
the Webb Pomerene Associations (WPA's) and the Export 
ManagE'ment Companies (EMC' s) would be disastrous due to 
many problems which stem from the organization of those 
export f.irms, the "Why bother'?" and "Do-it-yourself" 
attitude or the US manufacturers and the lack of an ad
equate legal Framework which is needed to promote the 
expansion of a viable US export organization. Lessons 
of experience gathered from the Japanese Sogo Shosha 
and the Europerm export trading companies (ETC's) indi
cate that it is n ~ei a e to formulate an American 
model of ETC. To be. successful, such American model of 
ETC r('(]tdres n Rt rong back-up from the US Government in 
order to provide Incentives to US manufacturers to ex
port and to do so ~  the ETC 1 s. The governm<'nt 
Hhould n]Ho provide an adc<1uate legal framwork in or
der to promulgnt<' thL' dt'velopment and growth of US Ex
port Trad lng Compnn:lps. The Wt'bb PomerPrie Act of 1918 
could be amended and lmprov<'tf in order to allow the US 
ETC's to int<'gratc vertic<tlly or horizontally and to 
include <'XportH as well as imports For better economies 
of scale. Finally, it is even conceivable to make the 
American 1\TC a 'lUasl-public :Institution in order to 
:JI/o1d nnt !-trust complications. 

lntroduct:l.on 

The US merchandise trade deficit declined from $28.4 
billion in 1978 to $24.7 billion in 1979. * The decline 
came about as a result of an :!.ncrease in foreign demand 
for US r,oods and a somewhat slower growth in US imports 
of nonpetroleum products. Note, however, that the US 
merchandlse trade balance for 1980 and later is likely 
to worsen :1. f oil price keeps at this pace and especial
ly if the US keeps losing sizable export markets of 
r,rain nnd manufactured goods. US import needs will 
continue to grow and US exports must catch up and at 
least keep pncc with imports. This is especially true 
when exports account for one out of every four dollars 
of farm sales and manufactured good exports account for 
one out or <'Vcrv nine jobs :In the manufacturing sector. 

The realities of todny have become such that the US can 
no longer consider its Pconnmic future w:l.thout try:lng 
to promote her exports. It is, therefore, significant 
to find out an a1tern·ative way to facilitate exports of 
US products overseas. The purpose of this paper is to 
focus on one particular aspect of export promotion 
which :Is the channel of international distribution for 
US goods vI n export tradi.ng companies (ETC's). An at
tempt to develop a US model of ETC will be made based 
on the analysis of existing maior US channels of inter
national distribution which consist primarily of the 
US \>/ebb-Pomerene Association (WPA's) and the US export 
management compan1es (EMC's). Also, the experiences 
from the Jnpane,;e and European ETC's will be drawn upon 
in the development of a US model of ETC. 

*Federal f{escrvc Bank or· Chlc:1go, International Letter, 
February 15, 19RO, p. 1. 
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What's Wrong With US WPA's? 

The Webb-Pomerene Act 

The US Webb-Pomerene Associations (WPA 1 s) were formed 
based on the Webb-Pomerene Export Trade Act of 1918 
which allows groups of business firms to export through 
a common sale association by declaring that the Sherman 
Act does not apply to any association which has the 
sole purpose of engaging in export trade and actually 
engaged solely in such export. 

The Webb-Pomerene Act is, hence, an exception to the US 
antitrust laws which ordinarily prohibit competitors 
from acting together. The law was passed following 
studies made by the Federal Trade Commission which re
ported that "if Americans are to enter the markets of 
the world on more nearly equal terms with their or
ganized competitors and their organized customers and 
if small American producers and manufacturers are to 
engage in trade on profitable terms, they must be free 
to unite their efforts." **The intent of the Commission 
was to help smaller firms to gain the economies of 
scale via combined efforts in order to compete more 
efficiently against foreign cartels. Together smaller 
firms can conduct marketing research on foreign mar
kets, reduce the unit costs of international distribu
tion with high volume or standardize grading of pro
ducts. 

The Webb-Pomerene Act specifies also that the WPA's 
should not artificially or intentionally restrain US 
domestic trade, affect US domestic prices or restrain 
the export trade of any ·US competitor of the 'associa
tion. Under a consistent interpretation by the Federal 
Trade Commission and the US Court of Justice, WPA's 
can fix prices and set up quotas for overseas markets. 
Note, however, that the Act applies solely to the ex
port of goods, ware or merchandise but not to services 
or licensing transactions. 

IWA's Performance: A 60-Year Review 

The performance of WPA's since 1918 has not been a suc
cess as indicated by their growth pattern measured by 
the number of associations registered with the Federal 
Trade Commission. Between 1918-65, a total of 176 as
sociations were registered; of these, only 130 ever 
functioned. In 1965, there were 32 registered associa
tions; of these, only 29 were active. By mid-1978, 
there were 30 WPA's as shown on Table I and only 27 of 
these associations were a i e~  Hence, the number of 
active registered WPA's has dwindled during the last 
60 years and the expectation of promoting US exports 
via the WPA's channel of international distribution has 
failed to materialize. 

**Federal Trade Commission, Reports on Cooperation in 
American Export Trade, Part I, 1918, p. 8. 

*** The data of this section is found in two studies made 
by The Federal Trade Commission: Webb-Pomerene As
sociations: A 50-Year Review, June 1967 and Webb
Pomerene Associations: Ten Years Later, November 
1978. 



TABLE 1 
REGISTERED WEBB POMERENE ASSOCIATIONS 

1.978 

No. of 
Name :'i!E_t.!:'. ~ e ~ !'roduc_! __ Pn!:'. 

1. Afrnm Fllm:o<, Inc. NY 
2. Amatex Export Trade 

Assn., Inc. SC 
3. American Barter 

Trade Assn. WA 
4. American Cotton 

Exporters Assn. 
Inc. TN 

5. American Machine Tool 
Corporation, Inc. 

6. American Motion 
Picture Export 

MA 

Company, Inc. NY 
7. American Wood Chip 

Export Assn. OR 
8. California Avocado 

Export Assn., Inc. CA 
9. California Dried 

Fruit Export Assn. CA 
10. California Rice 

Export Corporation CA 
11. Citrus Shippers 

United CA 
12. Institute of Pacific 

Trade Relations CA 
13. International Homes 

Group MA 
14. Kaolin Clay Export, 

Inc. NJ 
15. Motion Pi.cture Export 

Assn. of American, 

Films 

23 Textiles 

4 Agriculture 

31 Cotton 

11 Machine Tool 

9 Motion Picture 

6 Wood Chips 

5 Avocados 

27 Dried Fruit 

4 Rice 

29 Citrus Fruit 

2 Commodities 

4 House Products 

3 Clay 

Inc. NY 9 Motion Pictures 
16 . North Coast Export 

Co. CA 
17. North Coast Export 

Cooperative, Inc. CA 
18. Northwest Dri.ed Fru:lt 

Assn. OR 
19. Overseas Trading 

Co. Development 
Assn. CA 

20. Pacific Agricultural 
Cooperative for 
Export, lnc. CA 

21. Pacific Coast 
Bituminous Coal 
Exporters Assn. CA 

22. Pnrlflr ~n  

Merchnnt 1 s llxchnnge CA 
2 '3. PhoAphn tP Chemicals 

Export Assn. NY 
24. Phosphate Rock Export 

Assn. FL 
25. Pulp, Paper and 

Paperboard Export 
Assn. of the U.S. PA 

26. Sulphur Export 
Corporation NY 

27. Talmex Export 
Corporation CA 

28. Tire Equipment 
Manufacturers 
Consortium of Ohio OH 

29. U.S. Ordnance Producers 
Assn. Inc. DC 

30. West Coast Perishable 
Export Assn. Inc. CA 

31. Wood Fiber Marketing 
Corporation CA 

7 Lumber 

7 Lumber 

6 Dried Fruit 

2 Commodities 

14 Agriculture 

2 Coal 

2 Commodities 

4 Phosphate Chern. 

6 Phosphate Rock 

16 Paper Products 

2 Sulphur 

6 Tallow 

3 Tire Equipment 

4 Ordnances 

13 Perishables 

67 Wood Fiber 
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i ~  ~e a Product Line 

32. Worthington Compressor 
Packap;ers Tnt' l. Inc. TX 4 Compressors 

Source: Federal Trade Commission, 1978. 

The low performance of the WPA's in promoting US ex
ports could be shown also by their shrinking share of 
exports as a percentage of total US exports. WPA's 
assisted exports up to 1930 averaged around 12 percent 
of total national exports annually. The share dropped 
to an annual average of 2 percent in the 1940's. By 
1976, only 1.5 percent of total US exports went through 
the WPA's. 

By function, it is shown on Table 2 that, overall, 
fewer services are provided by the WPA's since 1962 
despite the fact that the total number of operative 
WPA's remained fairly constant ever since. The major 
function of price settings and market allocation ori
ginally conceived by the Webb-Pomerene Act of 1918 have 
actually dropped. As shown on Table 2, only 8 WPA's 
performed the price setting function in 1978 as com
pared to 13 in 1962. During the same period, the num
ber of WPA's which performed the market allocation has 
dwindled from 6 to 3. Note also that the number of 
WPA's performing sale via overseas offices dipped from 
13 to 6 between 1962-78. Only three functions appear 
to have increased; notably, freight and insurance ser
vices, market research and information services and 
negotiations during the same period. Finally, export 
financing has never been an important function per
formed by the WPA's and processing or labeling of pro
ducts were nonexistent. 

TABLE 2 
WEBB-POMERENE ASSOCIATION FUNCTIONS 

1962 - 1978 

Number of Associations 
Performing Functions 

Function 

I. Product Functions 
(Processing and Labeling) 

II. Pricing Functions 
(Price Setting) 

III. Promotion Functions 

IV. Distribution Functions: 
Freight and Insurance 
Warehousing 
Market AllocAtion 
Selling Agent From US offices 
Selling Agent from overseas 
offices 
Export Merchant 

V. Other Functions: 
Market Research and 
Information and statistics 
Engineering and Licensing 
Services 
Negotiation and Contracts 
Export Financing 

1962 1978 

0 0 

13 8 
12 NA 

8 u· 
2 2 
6 3 
8 8 

13 6 
NA 14 

13 19 

8 3 
8 11 
2 NA 

Source: Federal Trade Commission, 1962, 1978 



Causes of WPA's Failure 

The causes of failure come from: 1) the WPA's; 2) 
their clients; and 3) the legal basis provided by the 
Webb-Pomerene Act itself discussed as follows: 

l. Tlw Wl'/\'s fafled malnly because or: a) their mar
keting "mlx": h) their marketing policy concerning 
their target markets; and c) their export organization. 
In terms of marketing "mix", the WPA's failed to pro
vide a "total product" package needed by their custom
ers at a comparatively low cost. As indicated on Table 
2, the WP/\'s failed to satisfy their customers as far 
as the product processing and labeling functions are 
concerned. Without the WPA's help, it is hard for US 
exporters to figure out, for instance, the types of 
labeling requirements to he met in an African country 
such as Zaire as compared to different requirements 
found in Singapore for the very same product such as 
canned pineapple. The WPA' s also failed to have a 
"total product" because they did not provide financing 
facilities much needed by smaller US exporters. 
Furthermore, as an agent in the entire channel of in
ternational distribution, the WPA's failed to have suf
ficient forei.gn offi.ces i.n order to establi.sh them
selves ovE'rseas and promote effi.ciently US products in 
highly competltlve foreign markets. Last but not 
least, the WPA's failed to accomplish economies of 
scale via high numbers of members and for_ high volume 
of business. As Jndicated on Table 1, only fi.ve asso
ciations had more than 20 members, four with 10 to 20 
members and the rest had less than 10 members. 

fn terms of target markets, the WPA' s failed because 
they attracted a ~e nnd medium size firms instead of 
smaller ft rms which tend to need more help in various 
export services due to their limited resources. The 
WPA's often lost their members because the larger 
firms have the resources but not the experience to ex
port and theJr reliance on the WPA's is .iust temporary 
until snle volume reaches a level which eliminates the 
relative economies of scale advantage provided by the 
Wl'A's. 

Tn terms of export organization, many WPA's failed be
cause of disagreement among competing members about 
price setting and market allocation and because of poor 
management. By product, the WPA's failed because many 
export products tend to be differentiated Jn nature, 
rendering .Joint distribution unattractive to the ex
porters whose competitive edge may be built on differ
entiation. By net worth, the WPA's had a thin equity 
due to the low number of members: hence, it is practi
cally impossible for them to have sufficient credit fa
cilities to finance exports of their customers. 

2. Tlw Wl'A's falled also because of the trnditional 
nttltudP or the• US "'rmufacturers. 'J11ey use thP WPA's 
just """ stnrt<'r to test for0fp;n markets nnd to hulld 
up snl<·s. On<'<' I '"'Y hnv<' gafnl•d th0 experlctH'P Hnd the 
fl:Jlrs voltllll<' n<'<'<kd to <'llminntc the Pcnnollrlcs of Reale 
provld<•d orlgl11'llly by till' Wl'A's, the liS cxport0rs 
would rather "go it alone" and leave the WPA's for more 
control. Also, the WPA's had a hard time finding new 
members because US manufacturers and especially the 
smaller ones are reluctant to go international when 
thE'y a 1 ready have enough wl th the huge domestic market. 
Such "do-it yourself" and "why bother?" attitudes had 
hindE'red the growth and expansion of the WPA' s tremen
dously. 

3. Finally, the WPA's failed because of the vagueness 
and the restrictions found in the Webb-Pomerene Act it
self. The Act failed to provide a legal basis for re
quiring the WPA's members to export through the asso
ciation for a clearly prescribed period. While the Act 
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states a "reasonable" period of time, it is not clearly 
stipulated what period of time is reasonable. The Act 
also failed to prevent the WPA's members from selling 
their products to a competing domestic exporter. Fur
thermore, it is impossible for a WPA to create terri
torial rights to markets it has developed by requiring 
that any member's exports, after withdrawal from the 
WPA, be handled by or through the association. Lastly, 
the lack of clear cut definition of what export action 
by a WPA constitutes a violation of the antitrust laws 
prevents the WPA's from adopting a vertical integration 
of manufacturers, insurers, shippers and others in or
der to further take advantage of economies of scale in
stead of the traditional horizontal form of integration 
found among the WPA's. 

What's Wrong With the EMC's? 

EMC Characteristics 

Currently, there are about 1,000 Export Management Com
panies (EMC's) in the US.* They act as the export de
partment of US manufacturers, marketing their products 
overseas along with other allied but noncompetitive 
product lines. 

Most EMC's provide a wide range of services including 
market research, shipping, advertising, documentation, 
channel of distribution selection, exhibition at inter
national trade shows, insurance, packaging and labeling 
advice and sometimes financing. In short, the EMC 
takes full responsibility for the export end of the 
business, relieving the manufacturer of all the head
aches in doing it himself especially if it is the 
first time he wants to export his products. 

The EMC's can either act as a commission agent for the 
manufacturers or as an independent distributor. The 
EMC which acts as a commission agent works under the 
name of the manufacturer. All correspondence, invoic
ing and literature are done with the logo and station
ery of the US manufacturer which is represented. Most 
sales initiated by the EMC need the approval of its 
client company. Hence, the US manufacturers can con
trol better the marketing of their products overseas 
especially when they maintain their own brand names. 
In return for the export services, the agent EMC re
ceives a commission which is generally based on the in
voice cost of the products being represented. The com
mission varies between 7.5% to 20% of the wholesale 
distributor price, depending on the product, the volume 
of business and the length of working relationship be
tween the EMC and the manufacturer. In short, the EMC 
acting as a commission agent is just like an internal 
export department of its client manufacturer. The 
manufacturer invoices the foreign customer directly and 
carrie!'! any financing required. 

The EMC acting as an independent distributor works on a 
huy-and-sell arrangement, It places the order wtth the 
manufacturer when an overseas order is received, pays 
cash to the manufacturer, resells the goods to the for
eign buyers and invoices them directly. Normally, the 

*US Department of Commerce, The EMC - Your Export De
partment, December 1979. Note that there are many 
terms used for independent exporters such as "export 
merchant", "combination export manager", or "export 
distributor", etc. • •• These different terms refer more 
to the nature of the services performed or the con
tractual arrangements between the manufacturers and 
the export firms rather than to the character of the 
export firms themselves. 



EMC buys at the domestic net wholesale prices less a 
percentage which approximately equals the manufactur
er's domestic sale overhead. The EMC pays its overseas 
distributor or representative a commission and carries 
its cost of credit sales required by its foreign buy
ers. 

Weaknesses of EMC's 

Weaknesses of EMC 's are found in the export firms them-
selves and also in their clients. The international 
marketing services provided by the EMC's, in general, 
lack depth because most EMC's tend to perceive them
selves as merely the "export department" of thei.r cli.
ent manufacturers; hence, concentrating on servi.ces 
which do not represent a total international marketing 
product package needed by US manufacturers at all time. 
Beside shipping and sales functions, the EMC's could 
also provide comprehensive market research, planning 
and strategy development functions. The US manufactu
rers who plan to export need to know the changes that 
take place ln various world markets, competitive moves, 
tari.ffs as well as nontariff barriers, new markets for 
existi.ng and new products, licensing and joint-venture 
poss:lbi U ties and many other integrated functions not 
avallahle from moAt EMC's. Such lack of dynami.sm from 
the EMC'H could be explained hy the fact that most 
EMC 1 8 arc vc•ry small with only one or two indivi.duals 
mvnlnr; and opernt1ng the firm.* Tt is no wonder they 
foil to Hatisfy the needs of their clients in the long 
run due to 1 ack of resources, limited knowledge of an 
extensive range of products and of world markets. As 
a matter of fact, moAt EMC's know very few countries 
first hand hl'Cattse very few have traveled overseas for 
direct personal contact and most sales are handled by 
correspondence with the.ir foreign distributor. 

EMC's fall to grow also because of their clients. The 
EMC's are most often seen only as an initial stepping 
stone by US manufacturers when they decide to penetrate 
the world markets and need to test them with a minimum 
level of risk at a reasonable cost. For this reason 
the EMC's are having the critical problem of losing 
their clients once sales success was achieved overseas. 
The EMC's face the same problem as the WPA's of the 
"go it alone" atti.tude found among the US manufacturers 
who desire to have more control of their brand name, 
market allocation, market penetration and who think 
that their unit cost of international marketing could 
be lower than the EMC' s cost once overseas sale volume 
starts to reach certain level. 

Lessons to be Learned 

The Japanese ETC's 

The Japanese ETC's are nlso known as "Sogo Shosha". 
There are currently around 6,000 ETC's in Japan with 
ten top ones and about a dozen medium sized ones.** 
Sogo Shnsha date back to the time of the Mei.ii Restora
tion in the mid-19th Centry when Japan set out to be
come an industrialized country in order to modernize 
its armed forces. The importance of exports quickly 

'!(John T. Brasch, "Export Management Companies", Journal 
of International Business Studies, Spring-Summer 1978. 

**Data of this section is from the United States-Japan 
Trade Council, Japan's Sogo Shosha, Council Report No. 
31, September 28, 1979. 
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became manifest as Japan needed foreign exchange to pay 
for modern weapons and machines. With the active en
couragement from the Meiji leadership, Mitsui became 
the first Japanese ETC. The history of Sogo Shosha is 
filled with numerous mergers, take-overs and assimila
tions. 

The top ten Sogo Shosha accounted for 56.4% of total 
Japanese exports between April 1975 to March 1976 and 
55.6% of total Japanese imports during the same period. 
Hence, unlike the US Webb-Pomerene Association or Ex
port Management Companies, the Japanese Sogo Shosha are 
far more diversified in their activities. They export 
as well as import an almost infinite variety of pro
ducts and they do not deal only in the products of man
ufacturers they represent; frequently they establish 
their own subsidiaries or joint ventures into which 
they pour funds to come up with products to be market
ed overseas as well as domestically. 

Despite their multiple activities, the Japanese ETC's 
or "Sogo Shosha" act essentially as an intermediary to 
facilitate the flow of goods from the manufacturers to 
the buyers. As a facilitating intermediary, often the 
Sogo Shosha provide financial assistance to small and 
medium size manufacturers who have less access to com
mercial bank loans than larger ones. As shown on Table 
3, Sogo Shosha furnish financing to their customers on 
the order of bilHons of yen. So go Shosha provide 
also information and more importantly ideas to manufac
turers to help explore unknown markets and they even 
develop existing markets for new products. Sogo Sho
sha's global information network is enormous. There 
are Sogo Shosha representatives in countries with 
which even the Japanese government does not have diplo
matic relationship. As shown on Table 3, each of the 
top ten Sogo Shosha has close to a hundred or more 
overseas offices wi.th sometimes 1,000 staff members. 

TABLE 3 
TOP TEN'S FINANCIAL SITUATION AND OVERSEAS OFFICES 

(September 1976, millions of yen) 

.l<!panese 

Loan!'! From LoAns to N•t Ov<'r!'leas OvPrsens 

f2_fill!!_J!Y ~ a i ___ ~ ~ . ~~ ~  __ ~ ~  ~ ~  

Mttrnahlsht ¥Hl,l81 ¥24. ')7l, 311 Rl6 ll7 
MltRui 21,083 25,4 72 l57 934 lJO 
Maruhf'n I 12 • ~  15. ~ 22S R77 129 
c. Ttoh 11,1')7 11,025 l7R 631 119 
Sumitomo 7,412 10. ~ 1R7 MO 123 
NiFisho-lwAi 7, JOS l1 ,051 M~ fllofl ll7 
Tompn 6,063 7. 'l\9 91 1TI 7R 
ane a ~  4,160 ';,H1A " 1l2 74 

/\taka* 5, 3RO 5. ~ -6l 210 53 
NJt"hlm£•n .1,849 '•,614 fi4 !,}'i R6 

Source: Sf'ptember 1976 Semiannual n e n ~ nf Acf'nunta by tlw Companies 
~n  IJS-Japanc•st> Trade Council, 1 q79 

The total package of services provided by Sogo Shosha 
to the manufacturers are, therefore, more integrated 
and comprehensive and their economies of scale are in
comparable. For this reason Japanese Sogo Shosha do 
not lose their customers as is the case with US Webb 
Pomerene Association and Export Management Companies. 

The profit margin of Sogo Shosha are generally below 
one percent even for the top ten. Because of such low 
profit margin they tend to concentrate mostly in pro
ducts like raw materials, textile, basic food commodi
ties or steel that can be sold in bulk with high vol
ume and they shy away from highly technological pro
ducts which require parts sale services such as automo
bile and electronic products. For example, one of the 
top ten Sogo Shosha called Marubeni imports iron ore to 



Japan from mines (which it helped finance) in Western 
Australia and export steel to Brazil. 

Finally each Sogo Shoshn haH an extended and tight re
n ~i  with other institutions such as banks. For 

•·xtw1p1 .. , Mit n1Jf nnd CnnJfliJnY, thP gPnPrnl rrnclfn)•, .. om
puny, 1 s n IIJCJnl>c r o I LhL' M.ll flU 1 (:roup whlch J H headed 
by Mitsui llnnk. ln fact there are today six such con
glomerate groups which consist of a consolidation of 
banks and Zaibatsu affiliated companies including the 
So go Shosha shown as follows: 

1. The Mitsuibishi Trading Company of the Mitsubishi 
Group. 

2. The Mitsui Trading Company of the Mitsui Group. 

3. The Marubeni Trading Company of the Fuyo Group. 

4. The Itoh Trading Company of the Daiichi Kangyo Bank 
Croup. 

5. The Sumitamo Trading Company of the Suumitama Group • 

6. The Nissho-Iwai Trading Company of the Sanwa Bank 
Group. 

The European ETC's 

The European ETC's date back to the 16th Century when 
mercantllism led Europeans powers to e ~ i  colonies 
ln order to bring nbout favorable trade balance by ex
porting more than import. A good example of how a 
European ETC grew is the Inchcape and Company Limited 
with headquarters Jn London and subsidiaries scattered 
throughout Asia, Africa and the Carib beans. Inchcape 
handles a variety of activities today ranging from 
shipp:lng, Insurance brokerage, banking, assembly and 
distribution of motor vehicles, ten production and 
others.* 

Unlike the Japanese Sogo Shosha, the British ETC's 
grew hy controlling end markets rather than manufactu
rers via forward integration of lighterage, insurance 
brokerage, warehousing and forwarding. For this rea
son they are organized by geographical area rather 
than by product and thei.r overseas subsidiari.es are 
highly auton<'mous, having their own entities. As a 
result, the Hr:ttlsh ETC headquarters are mainly a man
agement concern with few employees. 

US Model of ETC: A Proposal 

Based on the above analysis of the existing US interna
tional channel of di.stribution via the WPA' s and the 
EMC' s ;md the review of the Japanese and British models 
of ETC's, it is conceivable that a US model of ETC can 
be developed. Although there has been no independent 
ETC found in the US yet, some US manufacturers have 
already tried the concept within their companies such 
as the Kaiser Tradi.ng Company which is part of the 
Kaiser Aluminum and Chemical Company or the Woodward 
and Dickerson Company which exports fertilizers, ani
mal foorl ingred-ients, cocoa and tobacco products, ce
ments, vegetable o:lls and many other products. A pro
posal to the development of an US model of ETC in this 
paper would focus on the characteristics required for a 
successful ETC, the attitude of its manufacturer cli
ents and the environmental conditions needed to be pro
vided by the US Government in order to promote US ex
ports in the 1980's. 

*collier, Shannon, Rill, Edward & Scott, Export 
Trading Company, Washington, D.C., 1977. 
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Characteristics of an "American ETC" 

Basically, a successful "American ETC" must have three 
ingredients: 1) a total product catered to the right 
target markets at the right price; 2) an efficient or
gnnh:ntfon for fntern11tfonnl d:latr:lhution; and 3) thfl 
right attitude toward international marketing to be 
discussed in detail as follows: 

1. A total product concept - Experience has shown that 
a successful ETC needs to provide a whole package of 
services which includes basic sales functions such as 
packaging, labeling, shipping, insurance, warehousing, 
pricing, market research and allocation, negotiation, 
financing and promotion to integrated international 
marketing planning and development programs which would 
help the US manufacturers to take advantage of new de
velopments in various world markets, to introduce new 
products, to counteract competitive moves, to overcome 
tariff as well as nontariff barriers and so on. 

A total product concept includes also imports besides 
exports. With two-way trade the American ETC can esta
blish a better network of contacts in the foreign mar
kets. Furthermore, coupled with an integrated set of 
functions, the two-way trade concept would help the 
economies of scale of the ETC; hence helping to reduce 
the cost of the US manufacturers when they rely on the 
ETC to export their products. Hopefully, the integrat
ed and complete international marketing package provid
ed by the ETC at a low cost would help to discourage 
the US manufacturer from "going it alone" once their 
overseas sales reach a certain level. Finally, by not 
losing its members but instead, by gaining additional 
members over time, the economies of scale can increase 
even further as is the case with the Japanese Sogo 
Shosha. 

A given product package sold at a given price is 
"right" only for some given target markets. Based on 
the experience of the WPA's and EMC's, small and me
dium size firms would need more of the services pro
vided by the ETC in the short run as well as in the 
long run because of their more limited experience and 
especially because of their limited resources as com
pared to larger firms. They would require an extreme
ly high volume of sales overseas in order to reach an 
economies of scale which would outrun the ones provid
ed by the ETC. 

2. An efficient organization - Experience has shown 
that a successful ETC needs to know better its overseas 
markets and have more direct contacts by having more 
personal and direct relationship via the establishment 
of overseas offices. By having offices and personnel 
in each foreign market it deals with, the ETC can have 
an efficient network of information and communication 
as is the case of the Japanese ETC's. With overseas 
offices, the ETC can also match the changes and devel
opment of foreign markets in order to adequately advise 
:j:ts US manufacturers in their marketing mix design and 
planning. 

The ETC needs also to be able to integrate its activi
ties vertically as well as horizontally. Experience 
has shown that products with little or no brand identi
fication and with competition based largely on price 
such as raw materials and commodities work better with 
horizontally integrated organization. With products 
that require brand name identification, a vertically 
integrated ETC appears to be more appropriate. 

Finally, because of the need for control and autonomy 
traditionally found among US manufacturers, the British 
forward "market control" organization based on geogra
phical division seems to be more appropriate for an 



"American ETC" than the Japanese backward "manufacturer 
control" orl'nnfzation based on product line diviRi.on. 
ln fnct, till' market C'Ontrol approach to an American ETC 

organization not only helps to prevent the member manu
facturers from leaving an ETC becauRe they no longer 
fear to los<' control but: l.t also help8 to build up 
the! r con f 1 de nee' because the ETC ha8 better knowledge 
of the foreign geographical areas in which they are 
interested. 

3. The "right" attitude - Owners and managers of an 
American ETC should not just consider their ETC as 
merely an "export department" of their manufacturer 
customers but should rather think of their ETC as an 
integrated international marketing arm of their custo
mers providing basic sale services as well as a compre
hensive total product package as discussed earlier in 
this paper. A successful American ETC needs to adopt 
a dynamic attitude in order to cope adequately with 
changes which constantly take place in various foreign 
market affecting the overseas sales of US exporters. 

A successful American ETC needs also to allow a broad 
ownership or participation in order to build up equity 
needed for form the basis for credit financing made a
vailable to their customers. A "Why bother?" attitude 
about expanding would hamper the growth of the ETC as 
learned from experience. 

Attitude of the US Manufacturers 

A successful American ETC needs a large volume of busi
ness fn order to take advantage of the economies of 
scale and to grow. In order to do so, it needs many 
participants and it especially needs to retain them 
over the long run. 

The number of participants can be increased if more US 
manufacturers want to export. Many smaller firms can
not even meet the demands of the huge trillion dollar 
US market nnd as n consequence, they need speical in
centives to change their "why bother" atti.tude. Incen
tives are also needed to prevent the participant from 
leaving the ETC once their overseas sales have reached 
a certain level because they then decide to "do-it-our
selves." 

Implications for US Trade Promotion Policy 

As the liS Cov<'rnment realizes that exports promotion 
becomes a "must", 1 t needs to provide n proper legal 
framework and ambiance to promulgate the establishment 
of American ETC's and to promote their expansion. The 
Webb-Pomerene Act could be used as the legal framework 
by improving its clauses to include exports as well as 
imports by the ETC's and to allow them to integrate 
their activities as well as requiring their members to 
maintain their membership during a specific period of 
time such as five years or more. Any members which 
withdraw from the ETC's need to handle their exports 
by and through their respective ETC's anyway until the 
mandatory membership duration expires. 

The US Covernment can provide some incentives to the US 
manufacturers which export through the ETC's such as 
tax reduction on income generated by such exports and 
easy access to credit financing facilities available at 
the Import-Export Bank. 

With the above law and incentives, the US Covernment 
and more specif:!.cally the US Department of Commerce 
must educate the small and medium US manufacturers in 
order to inspire them to explore the possibility of ex
ports ns a profitable alternative. 
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Conclusion 

In order to promote US exports in the 1980's, it ap
pears that complete reliance on the existing channel of 
international distribution which consists primarily of 
the Webh Pomerene Associations (WPA' s) and the Export 
Management Companies (EMC's) would be disastrous due to 
many problems which stem from the organization of those 
export firms, the "Why bother?" and "Do-it-yourself" 
attitude of the US manufacturers and the lack of an 
adequate legal framework which is needed to promote the 
expansion of a viable US export organization. Lessons 
of experience gathered from the Japanese Sogo Shosha 
and the European export trading companies (ETC's) iindi
cate that it is conceivable to formulate an American 
model of ETC. To be successful, such American model of 
ETC requires a strong back-up from the US Government in 
order to provide incentives to US manufacturers to ex
port and to do so through the ETC's. The government 
should also provide an adequate legal framework in or
der to promulgate the development and growth of US Ex
port Trading Companies. The Webb Pomerene Act of 1918 
could be amended and improved in order to allow the US 
ETC's to integrate vertically or horizontally and to 
include exports as well as imports for better economies 
of scale. Finally, it is even conceivable to make the 
American ETC a quasi-public institution in order to 
avoid anti-trust complications. 
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INFORMATION USE BEHAVIOR OF SMALLER NONEXPORTING FIRMS: AN EMPIRICAL STUDY 

Jacob Naor, University of Maine at Orono 
Tamer Cavusgil, University of Wisconsin-Whitewater 

Abstract 

Segmentation o[ nonexporting firms on the basis of ex
port information gathering behavior is demonstrated. 
Empirical data rcgardinginformation gathering behavior 
is provided for the suggested segments. Policy impli
cations derived are aimed at improved targeting of ex
port stimulational information. 

The study of the export behavior of firms has tradi
tionally centered on firms already engaged in exporting 
(See Bilkey, 1978, for a review). Such firms were 
often contrasted with nonexporting firms in order to 
derive variables pertaining to the firm, its management 
or environment, that could explain why the former ex
ported while the latter did not. Little attention has 
been devoted, however, explicitly to the nonexporting 
firm (Simpson and Kujawa, 1974). Specifically, few 
attempts hnvc been made to develop meaningful segments 
or class.lficatlons of nonexporting firms that would 
allow a more efficient targeting of export-related 
information tn such firms (Cavusgil, Bilkey and Tesar, 
1979). Sin<'t' lhc• dlsst•mlnatlon of such l.lterature to 
nnm•xporting firms is an important part of governmental 
export stimul.ation efforts, it appears that efforts to
wards development of useful segmentation classifica
tions of such firms deserves the attention of export 
stimulation research. This study will present a clas
sification of nonexporting firms based on aspects of 
their Jnformnt ion gathering helwvlor. Empirical data 
regarding the• type> of i.nformation collected and con
tncts made, Information channel usage and information 
helpfulness perceptions wiLl be provided for each seg
ment. Policy implications will be derived from the 
findings aimed at improved targeting of export stimula
tion information to the nonexporting firm. 

Classifying Nonexporting Firms According to Interest 
ln Receiving Export Related Information 

Nonexporting ·small and medium sized firms may be con
ceived in varying i.nterest, or need stages, regarding 
the receipt of export-related informatJon. While some 
firms may be very interested or somewhat interested in 
rcceivjng export related information, other may be to
tally jndiffcrent. Interest may well reflect the 
readiness stage of firms, or of their decision maker, 
with rc•spect to undertaking exporting activity. How 
ready firms are may in turn be viewed as resulting from 
an interaction of positively and negatively pre.dispos
lng factors, "motivators," and "inhibitors," involving 
thl' management, the finn or its environment. Such 
factors have received extensive attention in the lit
c>ratun• (.lnhnnson nnd Vah lne, 197 7; Wiedershc>im-Paul, 
Olson and Welch, 1978). The existence of strong posi
tive factors 1vi 11 tend to predispose the firm towards 
greater ;1ctlvity, nr lntert>st, regarding the collec
tions of export information. Generally the more ready 
a firm is to export the more interested its management 
will be in seeking and receiving export-related infor
mation. 

It appears reasonable to hypothesize that the more 
ready the flrm, the more product or market specific 
will its informational needs be. Such needs will be 
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considered to be more urgent and management will be 
concerned with meeting them. In addition, the more 
ready (interested) the firm the more active it will be 
in searching for relevant information. The converse 
will be true for firms less ready to export. This 
study will attempt to shed light on these hypotheses. 

Nonexporting firms are segmented in this study based on 
their reported interest in receiving export-information 
in the past. Interest centered on two groups of nonex
porters, those interested in the past in receiving ex
port information (high readiness stage) and those that 
were not interested (low readiness stage) • The degree 
of utilization of sources of export information of 
these groups appeared to be of great interest as it 
could shed light on the hypotheses regarding the speci
ficity of informational needs of different firms, as 
well as differences regarding urgency and consequenti
ality of informational needs. The behavior of these 
firms with respect to information collection or contact 
making, should shed light on the degree of initiative 
c•xhibited by such firms regarding these activities. 
Findings on the perceived helpfulness of information by 
the recipients is expected to shed further light on the 
needs of nonexporting firms and provide guidance to 
policy makers in choosing among various information 
distribution channels. 

Sample 

A survey of small and medium sized exporting and non
exporting manufacturing firms in Maine was conducted in 
the summer of 1979. In addition to questions dealing 
with factors believed to either motivate or inhibit ex
ports, firms were asked to respond to questions con
cerning their information gathering behavior. It was 
hypothesized that segmenting nonexporting firms on the 
basis of interest in receiving export-related informa
tion would allow a more efficient targeting of export 
related communications to such firms. 

A systematic sample of 795 exporting and nonexporting 
small and medium sized firms were drawn from the 1978 
Maine Marketing Directory, which provides a periodi
cally updated census of manufacturing firms in Maine. 
Small and medium sized firms were defined as firms with 
up to 1000 employees. Three hundred and ten usable re
sponses (104 from nonsubsidiary nonexporting firms) were 
returned; representing a response rate of 39 percent. 
The questionaire had been pretested on a small sample 
of exporting and nonexporting firms. Instructions pro
vided requested that the questionnaires were to be 
filled out by the top decision maker of the firm. 

Information Collection and Contactual Behavior 

Table 1 presents a comparison between the information 
collection and contactual behavior of firms interested 
in receiving export information and those not inter
ested. Interested firms, whether currently or in the 
past, engaged more heavily in export information col
lection as well as in contact making than noninterested 
firms. What is interesting is the extent of involve-



TABLE 1 

EXPORT INFORMATION COLLECTION AND CONTRACTUAL BEP.AVIOR OF NONF.XPOR'I'TNG FIRMS DURTNG THF. PRECEDING FIVE YEARf,* 

Interested Firms** ~  Not Interested Firms Na69 

in past in past 
£.l:l_r_r_e n t 1 _:y p_o_t ___ ~ never currently not now never 

---y- -y-% _%_ ! ! 
~  ~  ~ t 1 o_c 1_ ~  rn in_& 

Competitive products in foreign 
markets 16.7 29.2 54.2 0.0 4.4 95.6 

Potential foreign customers 16.7 29.2 54.2 2.9 4.3 92.8 

Foreign market conditions 16.7 29.2 54.2 1.4 4.3 94.2 

~~n n ae ~ i ~ 

Export middl <•man 20.8 33.3 45.8 1.4 0.0 98.6 

Covt. ~~ ~n  ~ 8.3 25.0 66.7 1.4 1.4 97.1 

Potential foreign customers 16.7 33.3 50.0 1.4 2.9 95.7 

*All differences between interested and not interested firms are significant beyond the .001 level. 
**Firms "somewhat interested" in receiving export information. Eleven firms "very interested"in receiving export 

information wc•re not included ln the analysis due to the small size of this group. 

ment, or lack thereof. Over 90 percent of noninter
ested firms never engaged in information collection 
(which could involve passive receipt of unsolicited in
formation) or contact making (which could involve more 
active behavior). This ratio declines to approximately 
50 percent for interested firms. 

Responses also indicate that firms tend to engage in 
comprehensive approaches regarding both collection and 
contacts. Firms which collected information did so re
garding foreign products, customers and market condi
tions. Such firms appear to have made contacts regard
ing exporting as well. The use of a relative long time 
framework (the• preceding five years) may however have 
obscured poss ib lc differences regarding information 
collection and contact making. No conclusive infer
ences can b<' drawn there fore from this data concerning 
more or less active information collection behavior of 
firms in different export readiness stages. 

~  categories of nonexporting firms, whether inter
ested or not, appear to have a higher proportion of 
active tnformation colleetors or contact ma.kers in the 
past than at present. Why such firms discontinued 
their activities is not immediately apparent. They 
would, however, appear to make more desirable informa
tional targets than firms which never received informa
ti.on or made contaets. In order of priority one should 
probably ai.m information dissemination efforts to, 
first, firms eurrently engaged in collection and con
tact making, then to those that did so in the past, and 
lastly to those that never did. The likelihood of 
moving such f inns to ac tlvc exporting appears to dirnin
lsh in the ~ e order. It appears important to stress 
that close to 50 percent of interested firms did engage 
ln some form of informational activity regarding ex
porting, with most, if not all, a in~ made contacts 
with export middlemen and potential foreign customers. 
Since these fi.rms are not exporting, such contacts were 
not sufficient to lead to initiation of export activ
ity. It would appear worthwhile to attempt to stimu
late such Urrns to continue their efforts. 

Sources of Export Related Information 

What sources o l' export information did nonexporting 
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firms, segmented by interest or readiness stage, uti
lize? If the source utilization of the two groups did 
not differ significantly for most information channels, 
the usefulness of classifying firms in the manner pro
posed here would be open to question. Findings on the 
utilization of various information channels are pre
sented in Table 2. To allow a comparison with export
ing firms the sources utilized by the exporting firms 
in the sample were included as well. 

The data indicate that there are significant differ
ences between the groups regarding the most heavily 
utilized channels, such as the Federal Government, ex
ecutive contacts and industrial associations. Both 
groups tend to underutilize similar channels, such as 
state government, banks and chambers of commerce. 

What is surprising is the relatively heavy information 
channel utilization by interested nonexporters in com
parison to exporting firms. Similarities exist here 
both as to the proportions of firms using such channels 
as the Federal Government, personal executive contacts 
and export agents, as well as the rankings reported for 
these groups. Regarding information channel utiliza
tion, interested nonexporters appear to be more similar 
to exporters than to nonexporters not interested in 
exporting. 

Not interested firms utilized few channels to any 
appreciable degree, whether personal (executive con
tacts and export agents) or nonpersonal (all others). 
Governmental sources were somewhat more utilized by 
such firms, probably in a passive manner, such as 
through unsolicited receipt of information in the mail. 

It appears therefore that interested nonexporters 
exhibited a more active search behavior (through per
sonal executive contacts and export agents) than that 
shown by not interested nonexporters. The use of per
sonal contacts results most likely from a higher 
"readiness stage" accompanied by qualitatively differ
ent informational needs. Since such firms have begun 
to commit some managerial resources (such as interest 
nnd time) to a consideration of the feasibility of 
exporting, the character of their informational needs 
could be expected to be of greater urgency and 



TABLE 2 
PROPORTIONS OF NONEXPORTING AND EXPORTING FIRMS RECEIVING EXPORT RELATED INFORMATION DURING THE PREVIOUS FIVE YEARS 

Nonexporting Firms Exporting Firms 
Not 

Interested Firms** Interested Firms Differences 
N-24 N=69 Nall7 

Signlf icance1< % rank ____j_ rank ____j_ rank % rank 

p < .03 Federal government 50.0 1.0 23.9 1.0 26.1 2 55.6 2 --

N.S. State government 16.7 5.0 20.9 2.0 4.2 7 37.6 4 

N.S. Chamber o( Conunerce 0.0 8.0 9.0 3.0 9.0 5 4.3 8 

p < .OOJ Tnuustrial Associations 29.2 3.5 4.5 6.5 24.7 3 21.4 5 -

N.S. ll<lllks 4.2 7.0 3.0 8.0 1.2 8 12.8 7 

p < .000 P(\rsona l l'XPCUt ivc contacts 45.8 2.0 7.5 4.0 38.3 1 57.3 1 

p < .008 1\xport agents 29.2 3.5 6.0 5.0 23.2 4 39.3 3 

N.S. Other 12.5 6.0 4.5 6.5 8.0 6 19.7 6 

p < .000 No information received -
from any source 12.5 56.7 44.2 10.3 

*Applies Lo the comparison of nonexporting firms only. 
**Firms "somewhat interested" in receiving export information. Eleven firms "very interested" in receiving 

export information were not included in the analysis due to the small size of this group. 

TABLE 3 
PERCEIVED HELPFULNESS OF EXPORT INFORMATION RECEIVED BY EXPORTING AND NONEXPORTING FIRMS 

Noncx2orting Firms Ex_eorting Firms 
Not 

Interested Firms** Interested Firms 
.!'!_ = 24 N = 69 N 117 

ratc•d percent of rated percent of rated percent of 
a~ hcl.t:_!j_l receivers as helpful receivers as helpf_!!l_ receivers ------ -----

7 % __L 
Federal gt ~ rmnt•n t 9. I 16.7 4:6 18.8 5.1 9.2 

Stu tc• goVL' rnmPnl 0.0 o.o 1.5 7.1 2.6 6.9 

Chamber of Commerce 0.0 o.o 0.0 0.0 0.0 0.0 

Industrl.a 1 Associations 0.0 0.0 1.5 33.4 3.4 15.9 

Banks 0.0 o.o 0.0 0.0 0.9 7·0 

Personal executive contacts 18.2 36.4 3.1 40.0 26.5 46.2 

Export agents 13.6 42.9 o.o 0.0 21.4 54.5 

Other 4.5 33.4 0.0 0.0 9.4 47.7 

No source useful 57.1 89.2 28.2 

1 rercentagc•s basPd on a small number of responses are subject to large random fluctuations and must be interpreted 
with caution. 

**Firms "sonwwhnt Lnterested" in receiving export information. Eleven firms "very interested" in receiving export 
information w<>rc not incluued in the analysis due to the small size of this group. 

importance compared to that of non interested firms. 

The expertise o((ered by export agents, and the cost 
involved Jn obtaining this expertise, will tend to 
"filter out" fi.rrns that have not advanced to the stage 
where the IH!l'U [or such expertise is recognized. A 
comparison wlth exporting firms reveals the importance 
of persona I channels and the heavy reliance of export·· 
ing firms on personal information exchanges. However 
the flrst moves towards establishing such contacts are 
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likely to be made earlier. Further research is needed 
on this issue as well as to the degree of active or 
passive information collection by different segments of 
nonexporting firms. The data presented here can only 
provide clues in this regard. 

Industrial associations represent an important source 
of information for interested nonexporters and for 
exporters but not for not interested nonexporters. The 
use of this channel may again be tied to a relatively 



higher re:td.lness to export stage, as the lnfornwt ion 
l i.kely to bt> obtained from industrial associations will 
tend to be product or market specific. Further re
search is needed however to verify whether firms are in 
fact likely to move from the utilization of more gen
eral lnform:J t l on sources to those sources providing 
more specific Information as their interest in export·
lng grows. Findings l.n this regard could have impor
tant policy ramifications l.n achl.eving the aim of sup
plying the most needed and useful information to firms 
accordi.ng to their stage of export readiness. 

It is interesting to note that close to 50 percent of 
not interested firms did receive some export informa
tion from some source, with this proportion rising to 
almost ninety percent among the more interested firms. 
Subtracting the proportions of firms who received prod
uct/market specific information, which was presented in 
Table 1, we can conclude that about 45 percent of both 
not interested and interested nonexporting firms re
ceived export information of a general nature at one 
time or another. Therefore it is apparent that infor
mation is reaching the nonexporting firm. What is the 
perceived usefulness of this information however? 
Answers to this question appear crucial to any attempt 
to assess the effectiveness of export information sup
plied to nonexporters. 

Perceived Helpfulness of Export Related Information 

Data on til<' perceived helpfulness of export: information 
received by nonexporters is supplied in Table 3. Data 
on exporting firms has been added to allow comparisons. 

An examination of the data reveals that while a rela
tively small proportion of not interested nonexporters 
found the information received helpful, the proportions 
of reeelvers of lnformat:i.on finding the information 
helpful were in nmny cases higher for not interested 
than l.nt en,; tt•d nmwxpo rt:ers. However, since re la-
t .l ve 1 y f c•w ln L<' reR ted nonexpo rters are i.nvo l ved here, 
these findings should be considered tentative. 

One would have c•xppctPd that firms in more <.1dvanced 
readineRs stagc•s would similarly be in a more advanced 
"problem recognition" stage. That is, they would be 
facing, or recognizing problems of more consequence to 
the firm, requiring more immediate managerial attention 
than previously. They may now, as was hypothesized 
earlier, as well be looking for n~ specific answers 
tn more spt'cl fi.c problems. The urgency, specificlty 
and gravl ty of export rc•lated problems faced by not in
tercstc•d vxportc•rs were, on the other hand, presumed to 
be rathc•r low. It may have been reasonable therefore 
to expc•ct. higher lwJpful.nc•ss ratings from firms in more 
advanced problem recognition stages, if the desired in
formation had been supplied to these firms. This ap
peared not to be the case. 

Not surprising, on the other hand, were the findings 
regarding the he! p fLtlness of personal versus nonper
sonal channels, with export agents being found more 
helpful than personal executive contacts. Using a 
problem-so 1 v Jng capability criterion expert advice of
fered by export agents may indeed be expected to be 
pereeived as more helpful in solving export related 
problems than information obtained from less expert, 
though probably experienced, sources. For information 
receiving not interested firms, the less specific, 
problem oriented approach of governmental export lit
erature appeared to be more helpful than to either of 
the other groups. Again, the small number of firms 
involved allows for only tentative inferences to be 
drawn from the flndings. 
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Policy Implications 

Efforts to design more effective and cost efficient 
communications regarding exports and delivery channels 
for such communications may benefit from the analysis 
of the data presented. Random dissemination of infor
mation to firms in an indiscriminate fashion will 
clearly be wasteful. Nonexporting firms, as well as 
exporting firms, appear to have different informational 
needs and channel utilization patterns depending on the 
stage of readiness stage to export. This research has 
identified two such stages, the "interest" and the "no 
interest" stages. The data presented in Table 2 appears 
to support the notion that firms in a more advanced in
terest stage engage in a more active as well as infor
mation specific search behavior than less interested 
firms. Such firms appear likely to more heavily uti
lize personal communication channels, or nonpersonal 
channels providing more specific information, e.g., 
industrial associations. This pattern appears to indi
cate a need for careful targeting of export related 
product/market information. The need for more specific 
information for firms at higher stages of readiness 
should be met preferably through flexible (personal) 
channels. The provision of more general or nonspecific 
information should be deemphasized for this segment. 

The not interested segment, proportionately the largest 
segment of the overall nonexporting population appears 
to recei.ve relatively little export information. 
Should greater efforts be made to reach such firms? 
The information on channel usefulness appears to sug
gest that a relatively high proportion of those that 
did receive information found it helpful. It may be 
desirable however to attempt to subdivide not inter
ested firms further in order to increase the usefulness 
of the information to larger proportions of the seg
ment. 

Policy makers will have to carefully consider the 
"helpfulness quotient" of the export information they 
supply. Tt clear] y makes little sense to continue to 
supply information which a majority of reci.pient firms 
find irrelevant or not helpful to successful under
taking of export activity. 

The order of priority of dissemination efforts sug
gested by the data calls for directing information 
first to the interested firms, and among them, to those 
firms currently collecting information or making con
tacts. Through periodic surveys such firms could be 
readily identified and characterized, Nonpersonal 
information currently provided to such firms appears to 
have little usefulness to their problem solving activi
ties. Increasing the relevancy of information to the 
problem solver through increased product/market speci
ficity may be a desired improvement since, as was 
pointed out, close to 45 percent of interested firms 
appear to have received nonproduct/market specific 
information. In view of the considerable informational 
efforts expended by the Federal Government, achieving 
improvements in usefulness ratings appears to be an 
area requiring urgent attention. 

In order to achieve more precise targeting, the varying 
needs of interested firms (such as those of firms cur
rently collecting information and those that did so in 
the past) should be surveyed and monitored, preferably 
at regular and frequent intervals, and information 
should be designed to fit these needs. Where feasi.ble, 
governmental export stimulating efforts should be chan
neled through personal channels, such as experts, re
tired executives with export experience, and the like. 
The enhanced effectiveness of these channels is clearly 
indicated by the sample data for all groups of firms. 
Many interested firms, with proper guidance and 



a i nn~  ~  well continue to proceed successfully 
toward exporting if provided with the right kind of 
information. 

Proper:Jy executed export stimulation policy will be 
aimed at moving as many nonexporting firms as appear 
likely to succeed in exporting to higher "interest" 
s tnges, through the prov is:lon of sreci fica lly n<:eded 
information, usJng a mix of personal and well targeted 
nonpersonal channels. Clearly, efforts to provJde 
useful in[ormation must continue beyond this point as 
firms must be assisted in their efforts to gain rosi
tive export experience. [ndeed, attempting to prevent 
or overcome enrly export fall ures appears to be a sig
nif Lcanl goal rnr pol ley makers following the r irm' s 
entry into exporting. This however is beyond the scope 
of this paper. The focus here has been on the initial 
pre-export stages lt>ading up to serious commitments to 
exporting. l'ropc•r tailoring of the information and its 
dL•livery appear to be a worthy aim of export assistance 
agencies. 

Conclusions 

It appears that nonexporting firms may be usefully 
segmented in order to bring about a more efficient 
targeting of export stimulating communications. Such 
firms were segmented according to expressed interest in 
the receipt of export related information. Significant 
differences regarding utilization of information chan
nels, type of information collected and contacts made, 
and perceptlons regardint; information usefulness were 
found betwec•n lite flrm groupings. Limited support was 
found for hypotheses regarding types of informational 
needs (more urgent and product/market specific) and 
activity paltc•rns (more active) the higher the export 
readiness of the firm. Policy implications that can be 
drawn from the data point to the desirability of focus
ing information provision efforts on firms indicating 
interest in receiving Pxport related inforl11£ltion, and 
having :1 eurrPnt or past interest in exporting. Such 
informatl.on should be relevant to the industry and 
market needs of such firms and should be specific in 
nature. To the extent that efforts in information pro
vision are made for not interested firms, information 
of a gc'neraJ nature concerning exporting should prob
ably be provided. The aim of this information should 
be to move such firms to a higher state of export 
readiness. Personal channels, whether those utilizing 
c'xperts or pc•er executives with export experience, 
appear more useful to users than nonpersonal channels, 
and should be utilized to the greatest degree feasible. 
Further research is needed to ascertain the specific 
needs of nonc•xport ing firms usj ng some sui tab 1 e frame
work for ~ n a n purposes. ThLs would aJ lnw more 
efficlcont lnforrru.ltion provis.ion to nonexportlng firms, 
leading more Hnc.h firm,.; to proceed to acti.ve exporting. 
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A STUDY OF THE PERCEPTIONS OF SELECTED SMALL 
MASSACHUSETTS MANUFACTURERS TOWARD EXPORTING 

Ralph A. Rieth, Jr., University of Lowell 
Edward J. Ryan, Jr., University of North Carolina at Greensboro 

Abstrnct 

The autlwrs in e i~a e  the p<'rceptions toward export
ing o[ """tll, high-technology Mctssachusetts manufactur
ers. The hypothesis tested was that exporters do not 
differ from non-e>xporters in their perceptions of such 
factors as risk, profit potential, costs, problems, and 
personal rewards. Results however, suggested that the 
two groups do differ in their perceptions toward ex
porting. 

lntrocluct ion and Purpose 

Virtu<llly every corporation is an nctive e ~  How
ever only one percent of U. S. companies, the big mul
tinationals, account for 85 percent of all U. S. ex
ports ("The lleluctant Exporter," 1978). The involve
ment of smaller U. S. enterprises in export activities 
is much less pronounced. Eugene Lang, piesident of Re
sources and racilities Corporation of New York City, 
has ''stimated that there are 250,000 U. S. manufactur
ers in the small-business category that are not export
ing and have no export objectives or programs for de
e in~ overseas markets. For many of these firms, 

exporting is a major untapped opportunity (Keegan, 
1980). 

Why are these small firms so reluctant to export? Sev
eral reasons are generally given: lack of enterprise, 
high costs, too much paper work, excessive competition, 
and so on. But there is another factor that could be 
the real source o[ objection·to exporting: the percep
tions of decision makers of firms engaged in exporting 
toward such [actors as risk, profit potential, costs, 
problems, and personal rewards differ from the percep
tions of decision makers of firms not engaged in ex

in~  

The purpose of this paper is to examine the role of de
cision-maker perception in the export decision. 

Hypothesis 

The hypothesis tested was: The perceptions of decision 
makers of firms engaged in exporting toward such fac
tors of exporting as .risk, profit potential, costs, 
problt'llls, and personal rewards do not differ from the 
perceptions toward these factors of the decision makers 
of finns not en~a e  in exporting. 

Method 

Subjl!cts 

!I convl'nienc" sample of decision makers from fifty-nine 
small, high t<•chnology Massachusetts companies was se
lectl'd. Tlw [inns were located in Worcester, Cambridge, 
Boston, 1\ver<'tt, and the greater Springfield area. The 
principle products of these companies fell into six SIC 
~  28, Chemicals and Allied Products; 34, Fabri
cated Metal Products Except Machinery and Transporta
tion Equipment; 35, Machinery Except Electrical; 36, 
Electrical and Lnectronic Machinery, Equipment and Sup-
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plies; 37, Transportation Equipment; and 38, Measuring, 
Analyzing, and Controlling Instruments. 

The decision maker responsible for deciding whether or 
not his company will export was personally interviewed 
and asked to complete a personal data sheet and an 
"Opinions of Exporting" questionnaire (Table 1). All 
were high-ranking officials; for example, 24 of the 34 
officials with exporting companies were presidents. 
Sixteen of the 25 officials with non-exporting compa
nies were also presidents. 

The exporters and non exporters were similar in other 
respecte. The average age of all exporters was 49.5 
years while the average age of the non exporters was 
48.9 years. The educational level achieved by the ex
porters was 16.3 years, compared with 15.8 years for 
the non exporters. Half of the exporters and sixty
four percent of the non exporters indicated some for
eign language proficiency. All except two of the de
cision makers had traveled outside of the United States. 

During the course of the interviews, seven exporters 
were found who did not really appear to be interested 
in exporting. Often they were exporting only because 
of pressure from one of their large American customers, 
and they explained that exporting was a nuisance which 
they would avoid if they could. These seven were la
beled "non-committed exporters" while the other twenty
seven who actively sought export business were called 
"committed exporters." Although the classifications 
were subjective, they proved interesting in the analy
sis--at times, the non-committed exporters appeared to 
act as exporters and at other times, as non exporters. 

TABLE 1 
OPINIONS TO EXPORTING QUESTIONNAIRE 

1. Exporting is very risky. 
racetrack. Then at least 
while I lost my money. 

I'd rather go to the 
I could have a good time 

2. Essentially exporting is not different from selling 
in the domestic market. 

3. Exporting is very difficult because the most desir
able markets have high tariff barriers. 

4. Products utilizing new or advanced technology are 
easier to export than are products using older and 
more simple technology. 

5. I look on exporting as a real challenge to my mana
gerial capabilities. 

6. A small firm is at a great disadvantage in export
ing because of limited capital. 

7. If we export, I would expect that overseas agents 
would be readily available to handle our products. 

8. The paperwork involved in exporting is too compli
cated and expensive for our company. 

9. The Commonwealth of Massachusetts does nothing to 
help increase exports. 

10. Knowledge of the language of a country is important 
in exporting to that country. 

11. The complications of ocean shipping are so great 
that exporting is not a worthwhile venture for a 
small company. 

12. It is necessary to change our product specifica
tions for various export markets. 



13. r don't ~ a  any l:ln);Ull!-;C but Engli.sh and there
fore would be e ~n  to try and get into the 
export huH inc,gs. 

111. Tlw political inatnl>i.Lity in the world makes it 
very risky to engage in export business. 

15. We are at a disadvantage when compared to European 
exporters because they receive tax rebates on their 
exports. 

16. The multinationals have ruined the export business 
by opening plants in most of my best potential mar
kets. 

17. Exporting is not as rewarding as dealing with my 
domestic customers. 

18. Exporting is a good way to compensate for excess 
production capacity. 

19. The U. S. President talks about wanting to increase 
exports, but the government does nothing to help me 
in this regard. 

20. I would like to export, but I don't know where to 
go for help. 

21. Foreign travel is advantageous in getting into the 
export business. 

22. Export business is a nuisance and should therefore 
provide an extra margin of profit when compared 
with domestic business. 

23. We must start exporting now if our company is going 
to continue to grow. 

24. Exporting is a very viable method of increasing 
sales for a small company. 

25. Exporting is difficult because it is hard to check 
credit references in foreign countries. 

26. A domestic international sales corporation, (DISC), 
is a big help in increasing the profitability of 
our export business. 

27. Exporting gives me a chance to travel and meet peo
ple I could never meet in any other way. 

28. The government is only interested in big business. 
Its programs to aid exports, such as DISC, are 
geared to the large corporations and are too com
plicated and expensive for a small company. 

29. Participation in a trade fair is a good way to 
~  or to expand an export market. 

30. The company with a manager who had formal training 
in international business can do a better job in 
exporting. 

31. TIH' advent of the E:uropean Common Market has made 
exporting to Europe a very difficult process. 

32. Exporting offers significant opportunities for in
creased profits. 

33. If we export, we will have to wait a long time for 
our money. 

34. We are at a disadvantage when compared to European 
exporters because they have government sponsored 
credit insurance. 

35. Exporting is difficult because many of our products 
are more expensive than foreign products. 

36. I feel that the contacts I could make in exporting 
would give me a better understanding of the prob
lems of the world. 

37. Exporting means extra problems because we must add 
people with special expertise. 

38. We have all the domestic business we can handle, 
and therefore, I am not interested in exporting. 

39. TI1ere is a large potential market for our product 
in foreign countries. 

40. Exporting is only for larger firms. 
41. The U. S. Department of Commerce has a number of 

good programs to help small business get into ex
porting. 

42. Exporting offers me a management specialty that I 
feel could ltelp solidify my position with the com
pnny. 

43. Foreign exchange problems make exporting difficult. 
44. Exporting could be a profitable outlet for our 

product. 
45. If a small firm tries to go into exporting, it will 
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[ind that its available executive talent will be 
spread too thin, and the company's overall perfor
mance will suffer. 

46. We plan to increase the percentage of our product 
exported every year in order to attain our desired 
growth rate. 

47. The extra volume which comes through exporting al
lows a company to implement many production effi
ciencies. 

48. College trained marketing executives are necessary 
if a company is considering entering the export 
market. 

49. Since exporting means doing business under many 
different laws, this increases the complexity of 
management's problems to the point where it is in
advisable for a small company to consider selling 
outside of the domestic market. 

Data Analysis and Limitations 

Table 2 shows the results of the data analysis. Data 
were analyzed using the Kolmogorov-Smirnov two sample, 
one-tailed test of significance. Each of the forty
nine statements was treated as a separate hypothesis. 
The null hypothesis was that there is no difference be
tween the perception of the exporter and the non ex
porter for the view expressed by that particular state
ment. Also, because of the appearance of the non
committed exporter, a second test was made comparing 
the committed exporter with the non-committed exporter 
and the non exporter. 

It is well to point out that since a convenience sample 
was used in this study, the results cannot be general
ized to a wider population. However, this area of re
search is still largely unexplored, and this study is 
a preliminary one. While the results cannot be gener-. 
alized, they do indicate some interesting possibilities 
which should be explored with further research. 

3. 
4. 
9. 

13. 
14. 
16. 
17. 
22. 
23. 
24. 
28. 
36. 
38. 
39. 
40. 
42. 
44. 
45. 
46. 
49. 

TABLE 2 

SIGNIFICANCE LEVELS OF ~  

BY RESPONDENT CATEGORY 

Variable 

High tariffs 
New technology 
Massachusetts' help 
Language spoken 

All Export
ers vs. Non 

Exporters 

.025 

.025 

.010 
Political instability .010 
Multinational plants 
Personal rewards .050 
Profit margins 
Export for growth .001 
Increased sales .050 
Government programs 
Contacts made .025 
Domestic business .001 
Market potential .001 
Larger firms .010 
Management specialty 
Product overlook .010 
Executive talent .050 
Product percentage .005 
Different laws .025 

Committed Exporters 
vs. Non-Committed 

Exporters and 
Non Exporters 

.005 

.010 

.025 

.005 

.005 

.025 

.050 

.001 

.050 

.010 

.005 

.005 

.025 

.025 

.001 

.050 

.005 

.010 



Results and Discussion 

As shown in '!'able 2, I iCtt"'n of the forty-nine state
mc'nts were significant at till' p ~ .05 level of signifi
cance when exporters were compared to non exporters. 
Eighteen statements were significant at the ~ .05 
level when committed exporters were compared with non
committed exporters and non exporters. Therefore, the 
data suggested that exporters do differ in their per
ceptions toward exporting. Each of the significant 
statements is discussed below: 

Statement 3: Exporting is very difficult because the 
most desirable markets have high tariff barriers. This 

a ~ was s i"gni ficant for all exporters versus non 
exporters but not for committed exporters versus non
commit ted export<'rs and non exporters. The explanation 
here appears simple. Those engaged in exporting, 
whether committed or not, know what the tariff situa
tion is. For the non exporter, it is a fear of the un
known. 

Statement 4: Products utilizing new or advanced tech
~ __ a ~ ie~ export than are products using 

~ ~ ~ i e t:_e_c:_lmology. This ~ e nen  was 
significant for both groups. Using the theory of com
parative advantage, the textbook answer to this ques
tion would be to strongly ~ ee  In all of the groups 
more than fifty percent did agree with the statement. 
llowever, the non-conunitted exporters and the non ex
porters a n~  more strongly than did the committed ex
porters. This would tend to support the theories of 
this study. While the non-conunitted exporters and the 
non exporters tend Lo '1ccept "general knowledge," the 
committ(•d e ~  i.H not necessarily n n ~  ~

ltaps by ~  inp, :111 c•xtr:t markPt in~ ~  t.ltc• ~  

'-'Xport<'r iH ~ to t•nsily co1npPtP i.n til<' ('xport mnrket 

wi til :1 product which do"s not uti t i z" tl"' rwwest tech
nology. 

Statem<>nt !J: 'l'h<' Commonwealth o[ Massachusetts does 
nothing to lwlpincru1scexpo-rts":-T!J.8-s-taternent was 
s-rgn iTCc-::tn_t_ ~ ni t ted exporters versus non-e ommi t

ted exporLers and the non exporters tended to disagree 
with this st:Jtement more than the conm1itted exporters 
did. 

Statem<'nt 1 'l: I_ _ _cl__()_n'_t _ ~ ~~ ~~~ n i  
and ther"[or"would be reluctant to try and get into 
tl1c- e ~ ~~ ~  Both groups disagreed with the 
statement, but the exporters tended to disagree with it 
more. Several of the conunitted exporters stressed the 
fact that in most countries the knowledge of English 
among their customers was high and that many of these 
people preferred to do business in English even when 
the American spoke the customer's language rather flu
ently. 

Statement 14: The political instability in the world 
makes it very risky to engage in export business. This 
statement was significant for both groups and was an
other example where the non-committed exporter behaved 
more like a non exporter. 

Statem,,nt 16: The multinationals have ruined the ex-" 
~ i i n ~~ an  in most ~ best po

tential markets. This was significant for both groups. 
n ~ ~ n e  exporter ~ ain beh.:!V<!d more like a 

non <'Xpnrter :mel <'xpresH<'d a protectionist fear of 11 un
rair11 OV<.'TH(':ls Competition. 

Statement 17: Exporting is not as rewarding as dealing 
i i ~ ~ne i  customers. This statement was signi

ficant [or both groups. It ~  an atterrpt to ~ i e at 
~ nw.:tsur(' or the pt•rsonal rewards and a i ~ e n  

in exporting, ;md once :tgain the non-conunitted exporter 
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was grouped more closely with the non exporter than the 
committed exporter. 

St.:1tement 22: Export business is a nuisance and should 
therefore provide an extra margin of profit when corn
pared to domestic business. The non-committed exporter 
was more closely aligned with the non exporter than 
with the committed exporter. During interviews, many 
of the committed exporters said that the profit on ex
ports tended to be somewhat higher than their domestic 
profits but that this was because of market demand con
ditions. Most of them also expressed the willingness 
to operate on lower than normal profit margins in their 
export markets when the market conditions seemed to re
quire it. 

Statement 23: We must start exporting now if our com
pany is going to continue to grow. As might have been 
predicted, the non exporters disagreed and were gener
ally content to serve the domestic market. 

Statement 24: Exporting is a very viable method of in
creasing sales for a small company. The non exporter 
showed no interest in the export market, presumably be
cause he perceived the problems as much too great for 
any possible benefits he might receive. 

Statement 28: The government is only interested in big 
business. Its programs to aid exports, such as DISC, 
are geared to the large corporations and are too com
plicated and expensive for a small company. This is 
another example of the non-committed exporter behaving 
more like the non exporter. 

St.:1tement 36: I feel thnt the contacts I could make in 
exporting would give me n better understanding of ~ 

J2EOblems of the world. Interestingly, the non export
ers tended to agree with this statement more than the 
exporters, who were more or less unified this time. 
Apparently the exporters have found that most of their 
foreign travel is spent in talking business, and so 
they have little time to worry about the world's prob
lems. 

Statement 38: We have all the domestic business we can 
handle, and therefore, I am not interested in export
~  In this case the exporters tended to behave as a 

unified group whereas the non exporters showed their 
fear of the problems of exporting and their general 
disinterest in exporting. 

Statement 39: There is a large potential market for 
our product in foreign countries. The exporters ap
peared as a more or less unified group once more, while 
the non exporters saw no great export market available 
to them. 

Statement 40: Exporting is only for the larger firms. 
The exporters appeared again as a unified group, and 
the non exporters accepted the standardized excuses for 
not exporting. 

Statement 42: Exporting offers me a management spe
cialty that I feel could help solidify my position in 
the company. The non-committed exporters answered more 
like the non exporters, and both groups generally dis
agreed with the statement which was intended as a mea
sure of personal advancement. It apparently failed as 
a good measure because so many of the decision makers 
had a substantial financial interest in their company 
that their position was secure whether the firm export
ed or did not export. 

Statement 44: Exporting could be a profitable outlet 
for our product. The non-committed exporters once 
again appeared to be more closely aligned with the non 



exporters than with the committed exporters as they 
perceived greater problems in exporting than did the 
committed exporters. 

Statement t,5: If a small firm tries to go into export
~ it will find i~a i  -executive talent will be 
~ e ~  __ ~ and the company's overall performance 
will suffer. ln this case, all of the exporters tended 

a ~ ~  each other and did not see this as a 
problem, ~ i e the non exporters saw it as a definite 
problem. 

Statement 46: _we plan to increase the percentage of 
~~~  exported every year in order to attain our 
desired growth rate. The exporters as a group tended 
to agree with the statement more than the non exporters 
did. The non exporters obviously felt that their de
sired growth could be obtained by other means. 

Statement 49: Since exporting means doing business un
der many different laws, this increases the complexity 
of management's problems to the point where it is inad
i ~ e for a small company to consider selling outside 

the domestic market. In this case also, the non-com
mitted exporter behaved more like the non exporter, 
seeing as major problems matters which the committed 
exporter treated as routine. 

Policy Implications 

This study suggests that there is a difference in the 
way that exporters and non exporters perceive the fac
tors of risk, profit potential, costs, problems, and 
personal rewards of exporting. Fifteen of 49 state
ments on the "Opinions of Exporting Questionnaire" were 
significant at the p ~ .05 level when exporters were 
compared to non exporters. Eighteen statements were 
significant at the same level when committed exporters 
were compared with non-committed exporters and non ex
porters. The study also found very little difference 
in the demographics of the decision makers of the ex
porting and the non-exporting companies. 

Two main policy implications emerge from this study. 
First, demographic profiles of exporters and non ex
porters will not sufficiently account for differences 
between the two groups. An in-depth analysis of their 
percept ions is also needed when developing programs to 
increase exports. It is no longer a matter of giving 
out facts and information regarding exporting practices. 
Instead it iH n~ e a  to change the decision maker's 
attitudes. Second, any programs developed by change 
ngents to incn•ase exporting should address non-commit
ted exporters and non exporters as one group. The non
committed exporters are unwilling exporters, and until 
their perceptions toward exporting are changed, they 
will do as little exporting as possible. 

This was an exploratory study, and as such its main 
purpose was to break the ground for further research. 
Although study results cannot be projected on a nation
al basis, they provide an interesting basis for future 
studies using either regional or national samples. 
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Abstract 

A Aurvey of the export experience of a random sample of 
124 sma1J and meJinm-sized manufacturing firms produced 
a group of 21 firms that had discontinued export acti
vity. This article compares the attitudes of the chief 
executive officers of these firms with those of the 
non-exporting and the currently exporting firms to seek 
insight into the difficulties involved in stimulating 
increased export activity. Perceptions of risk, profit 
and cost involved in exporting are contrasted, with 
cost perceptions appearing to be the critical variable. 
This suggests that "how to" export development programs 
fail to meaningfully address the behavioral element of 
the export/no export decision. 

Introduction 

The growing concern for the continuing problems the 
United States has with its balance of payments often 
gives rise to the belief that expanded small and medium 
sized firm export activity is one possible solution. 
This belief is underscored in testimony before the U.S. 
Congress, where numerous export expansion programs are 
being considered (U.S. Senate, 1978) which would stimu
late export activity in the smaller-sized manufacturing 
firm. 

Tn order to provide this stimulation through legisla
tion, a better understanding of the chief executive 
officer (CEO) perceptions of certain factors critical 
to the export decision must be developed. Too often, 
remedies are sought in the absence of sufficient infor
mation upon which to base sound policy development. 
The resu1t is, frequently, the formulation of policies 
which Jo not proJuce the desired result. 

To JeveLop specific information on current business at
titudes toward the export issue, a research study of 
cost, profit, and risk perceptions in export marketing 
as contrasted. to uomestic marketing was conducted in 
the Southern United States. Initiated under tbe aus
pices of the Georgia World Congress Institute,* the 
purpose of the study was to evaluate CEO attitudes rel
ative to export activity. 

Hesearch Methodology 

lntcrv iew Htud ie>: **wl'r<' conJucted among 12l, small and 
medium-sized manufacturing firms (less than 500 employ-

* Tl1e Georgia World Congress Institute is a non-profit 
research and eduC'ational institution of the Georgia 
University System administered by Georgia State Univer
sity, College of Business Administration, and the 
Georgia World Congress Authority. 

**A formal interview schedule was used in interviews. 
However, the actual interview was in the main free-form 
to allow for the collection of spontaneous information. 
Responses to questions related to export risk, cost, 
and profit perception were recorded on a seven point 
ordinal scale for future statistical analysis. 

ees) in the Southern United States. A frequency dis
tribution of the firms interviewed by state is shown 
in Table 1. 

Of the firms interviewed, 59 (47.6%) were currently*** 
engaged in export activity, and 65 (52.4%) were not. 
The firms that were included in the study were select
ed at random from the various directories of manufac
turers on the basis of export potential, and not on 
the basis of whether the firm was listed as being cur
rently involved in export activities. Of the 65 firms 
classified as non-exporters, 21 had prior export expe
rience, but had discontinued this activity. 

The 21 firms that had made a decision to discontinue 
export activity were not purposely included in the sam
ple. They were included during the normal course of 
selecting the random sample. These 21 firms represent 
32.3 percent of the firms classified as currently non
exporting. This is a rather significant percentage of 
firms to discover in a small sample. Therefore, this 
leads to the following questions: 

1. What was different about the export experience 
that might have caused the CEO to decide to 
discontinue export activity? Was perceived 
risk too great vis-a-vis selling the product in 
the U.S.? Were costs too high? Were profits 
too low? 

2. Did some specific event occur that caused the 
CEO to discontinue the export activity? 

3. Does the CEO need more support from government 
or other agencies to continue export activity? 

TABLE 1 
FREQUENCY DISTRIBUTION OF FIRMS ~n 

(BY STATE) 

State Number of Firms Percent of Total 

Texas 10 8.0 
Florida 26 21.0 
South Carolina 14 11.3 
Alabama 14 11.3 
Georgia 60 48.4 

TOTALS 124 100.0 

The Discontinued Exporter: A Comparative Analysis 
of CEO Perceptions of Risk, Cost and Profit 

For purposes of analysis of the rationale of the dis
continued exporter, the attitudes of CEO's with respect 

***Hypotheses were used that indicated CEO attitudes re
lated to export risk and cost perceptions were higher 
in currently non-exporting firms than in currently ex
porting firms. Further, a hypothesis was formulated 
that export profit perception of the CEO was greater in 
the exporting firm than in the non-exporting firm. Fre
quency distributions and statistical tests of the hypo
theses were calculated using SPSS and the Kolmogorov
Smirnov two-sample non-parametric test. 
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to perceived export risk, cost, and profit of the three 
basic groups studied--the current exporter (59 firms), 
the current non-exporter with no prior export experi
ence (44 firms), and the current non-exporter, but with 
prior export experience (21 firms)--are compared. In 
the case of the current exporting firm (X) and the cur
rent non-exporting firm with prior exporting experience 
(NX/P), comparison of perceptions is made on a pre and 
post-export basis. In the case of the current non
exporting firm with no prior export experience (NX), 
comparisons with the discontinued exporter obviously 
can only be made on a pre-export experience basis. 

 compares the response to the perceptions of 
wk prior to any export experience for the three basic 
groups studied. The NX/P firms tend to rank the risk 
factor in exports as being fairly high compared to the 
other groups with 18 (or 86%) reporting in the "mode
rately greater to considerably greater" category (5-7 
range Lickert Scale). For X firms, about one-half (31) 
viewed risk in this. range; 24 NX firms (about 55%) 
placed risk in this same range. 

It follows that those which have chosen to discontinue 
exporting could hold a more conservative view on the 

TABLE 2 
COMPARISON OF RISK PERCEPTION BETWEEN EXPORTING AND NON-EXPORTING FIRMS WITH PRIOR EXPORT EXPERIENr.F. 

Non-Exporting Firms 
with Prior Export Experience Ex2orting Firms Non.-Ex2orting Firms 

Risk Percept i.on 1 pl % P2 % pl _L p2 _L pl % 

0 1 1.7 

1 4.8 1 2J3 

2 1 1.7 3 5.1 1 2.3 

3 2 9.5 2 9.5 7 11.9 13 22.0 4 9.1 

4 1 4.8 6 28.6 19 32.2 28 47.5 14 31.8 

5 8 38.1 6 28.6 12 20.3 10 16.9 8 18.2 

6 4 19.0 2 9.5 7 11.9 2 3.4 7 15.9 

7 6 28.6 4 19.0 12 20.3 3 5.1 9 20.5 

TOTALS 21 100.0 21 100.0 59 100.0 59 100.0 44 100.0 

Notes: 1. Risk measured by exports versus domestic sales. 

2. P1=Perception prior to undertaking to export; P2=Perception after gaining export experience. 

Perception Key: 0 - Don't know 
1 - Considerably less than domestic 
2 - Less than domestic 
3 - Moderately less than domestic 

question of the risk factor in exporting than would the 
other firms. However, when examining the poht e ~ 
experience of both the NX/P and X firm, one notes a 
definite moderating trend in perception of risk. For 
the NX/P group there is a considerable increase in the 
number of firms placing risk in the "same as domestic 
sales" to "moderately less than domestic sales" cate
gory, (3-4 range on the Lickert Scale). This corres
ponds with a similar shift in attitude on the part of 
the X firms. 

lt may be deduced from this that the decision to dis
continue exporting is not directly linked to risk per
ception remAining at the higher level a e~ the export 
experience.* Comparing favorably with the same pattern 

~a ie  studies corroborate that risk associated with 
exporting often does not appear significant to the ex
port/no export decision. See Paul 0. Grobe and J. R. 
Kreidle, ~ Why, or Why Not? Managerial Attitude 
and Action for Smaller Sized Business Firms," ~ne  
Rev{.ew, 27 (Winter, 1968), 47-49; U.S. Senate, esp. p. 
253; and H. Ralph Jones, "A Study of Industry Attitudes 
Toward Exporting," e~n ~ e n  ~ Coun•
c_.U:, September, 1979. The difficulty of accurately 
assessing views on risk related to exporting stems, in 
part, from varying definitions being applied. Typical
ly, "risk" is equated with the "fear of not being paid." 
This study found that only one firm had not been able 
to collect. From the nature of responses in other stu
dies (noted above), it is clear that defaults on ac
counts receivable occur less frequently than anticipat<•l. 
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4 - Same as domestic 
5 - Moderately greater than domestic 
6 - Greater than domestic 
7 - Considerably greater than domestic 

of change in those firms that continue to export, risk 

perception does not appear to be a key factor. 

A comparison of the perception ,of the C.Oh.U involved 
in exporting is contained in ~ Virtually all 
of NX/P and the NX fitms place perceptions of cost in 
the "same· as domestic" to "considerably greater than 
domestic" categories (4 to 7 on the Lickert Scale). 
The majority of X firms (with 90% reporting in the same 
range) view the cost factor in a similar vein. 

Some minor differences appear in the upper range of the 
scale. Almost 80% (35) of the NX firms view costs in 
the conservative range (5 to 7). Only one-half (10) of 
the NX/P firms rank the cost factor similarly. The X 
firms also appear somewhat more conservative in this 
regard with 76% (45) ranking it at the upper end of the 
scale. On a post-export experience basis, the NX/P 
firms show a slight moderation in the perception of the 
cost of exporting. For the X firms, there is a consi
derable shift to a more moderate view. The signifi
cance of the perception of cost in the decision to dis
continue export activity is not entirely clear from 
study results. The slight moderation in the pre and 
post-export experience of the NX/P firms suggests that, 
for most, the cost differential for export ~ a ~ 
domestic sales remains higher. Hence, it is a factor 
that influences any decision whether to continue. Con
versely, for the majority of X firms, export cost ex
perience proves quite favorable. Their resolve to re
main in export activity is most probably enhanced. 

With respect to the issue of profit perception, Table 4 



TABLE 3 
COMPARISON OF COST PERCEPTION 

BETI/EEN EXPORTING, NON-EXPORTING, AND NON-EXPORTING FIRMS HITH PRIOR EXPERIENCE 

shows the varying attitudes of three groups. There is 
a high correlation between NX/P and X finns prior to 
the export experience. The majority of NX/P firms (15, 
or 72%) and X firms (48, or 82%) anticipated profita
bility of export activity to be in the "same as" to 
"moderately greater than domestic sales" categories (4 
to .5 range in the Li ckert Scale). The NX firms adopted 
a more conservative view with the majority (27, or 61%) 
placing profitability in the "same as" to "moderately 
less" categories (3 to 4 range on the Lickert Scale). 

For NX/P and X firms on a post-export basis there is 
only a slight change in the perception of profit. This 
indicates that for both groups profit expectations were 
largely achieved in the export exercise. Again, as in 
the case of risk, it is not possible to assign much 
weight to a changed perception of profit, or indeed an 
unprofitable experience, as a leading factor in the 
decision to discontinue export activity. 

TABLE 4 

COHPARISON OF PROFIT PERCEPTION 
BETWEEN EXPORTING, NON-EXPORTING, AND NON-EXPORTING FIRMS WITH PRIOR EXPORT EXPERIENCE 

Pernq>tion: 
Export vs. 
Domestic Sales 

0 

1 

2 

3 

5 

6 

7 

TOTALS 

Perception Key: 

Non-Exporting Firms 
with Prior Export Experience 

p 
l 

2 

4 

10 

5 

21 

% 

9.5 

19.0 

47.6 

23.9 

100.0 

0 - Don' t know 

2 

3 

13 

3 

% 

9.5 

14.3 

61.9 

14.3 

21 100.0 

1 - Considerably less than domestic 
2 - Less than domestic 
3 - Moderately less than domestic 

AsseHsing Causal Factors in the Decision 
to Cease Exporting 

The foregoing comparison of attitudes leads to the con
clusion th:1t, for the 21 non-exporting firms with prior 
export expPril'nc<>, changes in the risk/cost/profit fac
tors aftl'r ~ i~ i l'Xpo!r.t ni ~  are not critical to 
a decision lo discontinue exporting. Risk perceptions 
of thl'f<e 21 firms moderate somewhat (a presumably posi
tive development), cost perceptions moderate slightly 
(also positive, but the shift is not as significant as 
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ExEorting Firms Non-ExEorting Firms 

pl % p2 % pl _L 

1 1.7 

1 1.7 1 2.3 

1 1.7 5 11.4 

5 8.5 4 6.8 12 27.2 

29 49.1 33 55.9 15 34.1 

19 32.2 17 28.8 9 20.4 

2 3.4 1 2.3 

2 3.4 4 6.8 1 2.3 

59 100.0 59 100.0 44 100.0 

4 - Same as domestic 
5 - Moderately greater than domestic 
6 - Greater than domestic 
7 - Considerably greater than domestic 

it is for the exporters who continue the activity), and 
profit perceptions--thought to be generally higher than 
for domestic sales--appear to remain unchanged. Thus, 
only in the area of cost, where these 21 firms viewed 
the relative costs as being higher for export ~ a ~~ 

domestic sales, does the post-export suggest that this 
may be a major causal factor in the decision to discon
tinue • 



Two additional observations are pertinent to the issue 
of cost. First, firms that continue to export showed 
a major shift in cost perceptions afiteA the export ex
perience. Export related costs must therefore have 
been considerably less than anticipated.* 

Of further interest in explaining any decision to dis
continue export activity is the inclination of SM firms 
to view "costs" in o.thvr. than puJt.ei.Cj econom-ic. .teJ!m,6. 
Evidence of this can be found in the individual firm 
comments concerning why these firms chose to disconti
nue exporting: 

I have enough business to do in the U.S. 
It costs too much to sell abroad. 
Too much trouble; foreigners steal your product. 
I really don't know how to sell abroad. 
My sales force can't adequately cover both the 
domestic and export market. 
We lack real motivation to market international
ly and we really don't have the expertise. 

Several of these comments underscore the observation 
that the massive size of the domestic market for these 
products is a disincentive gi.ve.n the perceived diffi
culty (not risk) of continuing to export. Hence, they 
are not motivated to seek new market opportunities, 
especially abroad, given what they believe to be the 
complexities involved (U.S. Senate, 1978). 

The implication of this is consistent with the observa
tion by those in export trading circles that risk is 
indeed often less in export sales. Most discontinuing 
exporters (19 of 21, or 90.5%) used an open account and 
only later reverted to guaranteed payment instruments. 
Only in one case was a financial loss sustained in an 
open account transaction. Further, only in one case 
did a specific event occur that caused the CEO to de
cide to discontinue the export activities of the firm. 
This was when he was told by an official of a railway 
company that in order to ship product into Mexico he 
would have to guarantee the cost of the rail car. 

Conclusion 

The high proportion of discontinued exporters occuring 
in a random sample of this size reinforces the conclu
sion that a main deterrent to increasing export acti
vity in the smaller firm is attitudinal or behavioral. 
The perception of the risk, cost, or profit involved, 
no matter how favorable to an initial decision to ex
port or seemingly favorable to continuing to export, is 
insufficient to offset the more negative perception of 
the "worthwhileness" of the activity. There was no 
evidence that the character of the product being sold, 
the marketing method being used, or the profit and loss 
outcome of the export sale differed substantially be
tween the continuing exporter and the discontinued ex
porter. 

Export activity is often thought to be incremental in 
view of the large domestic market within which most 
U.S. manufacturers operate. The absence of a cohesive 
national export policy coupled with the various legal 
and administrative hindrances that exist both in the 
U.S. and many potential market areas abroad serve to 
further lessen the appetite that the new-to-export firm 
may have for the continuation of an international mar
keting effort. In this context, the evidence from this 
research effort strongly suggests that the attitudinal 

*For the entire group of firms studied (124), the main 
difference in perspectives regarding risk, cost, and 
profit which emerged between exporters and non-export
ers was in the factor of cost. 
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factor becomes critical to the decision to discontinue, 
not any purely economic or risk consideration. 

A call to export because it is in "the national inter
est" is unlikely to have much effect on individual 
business decisions. Attitude and behavior are changed 
by the introduction of incentives that find expression 
in the profit and loss performance of the firm in a 
positive sense. A policy/legal package must therefore 
be devised that has the potential for significantly 
altering present views of the potential exporter or, 
in this case, the discontinued exporter. It might be 
hypothesized that, as a class of potential exporters, 
those firms with prior export experience can perhaps 
be more easily drawn back into the activity on a mean
ingful basis if government efforts produce a more fa
vorable operating environment. This would serve to 
alter the mix of "economic/attitudinal" factors with 
which the discontinued exporter feels confronted. 
Hence, it would lead to more staying power of a broader 
segment of smaller manufacturing firms in the interna
tional marketplace. 
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MARKETfNG ALTERNATIVES TO INTERVENTIONISM 

Heiko de B. Wijnholds, Virginia Commonwealth University 

Abstract 

More and more U.S. firms tend to look to the govern
ment to protect them from foreign competition. This 
not only poses a threat to free marketing in general 
but to the firms themselves in particular. The main 
marketing-related issues involved are identified in 
this paper, as are the feasible marketing roles such 
firms can play under these circumstances. Finally, 
a number of alternative courses of action to protec
tionism are presented. 

Introduction 

Protectionist sentiment is again on the rise in the 
U.S. The current recession and persistent infla
tion have broadened the range of special interest 
groups now clamoring for "fair" trade, to stem the 
tide of foreign imports. 

Not only labor unions, but also management of affec
ted industries seem to be leaning more and more to
wards government action. Even the automobile indus
try, controlled by multinational giants, now wants the 
administration to curb foreign car imports. 

Such government intervention impedes free (interna
tional) trade. As such, affected U.S. business in 
general, nne! marketers in particular, face a particu
larly cllf(icult time in the years ahead. The major 
question is how to deal with the situation. The ob
jectives of this paper, then, are to (a) point out 
the pertinent marketing-related issues involved in 
interventionism and the different business approaches 
thereto; (b) ldent lfy the main marketing roles open 
to U.S. f lrms facing foreign competition, and, (c) 
HuggvHl tile most Hultablc marketing options these 
[ irms Hiloul d cmwidc•r. 

l.ssues and Rt•ac tlons 

At present more and more U.S. industries are leaning 
towards the use of the "government option", especially 
if they are hard-pressed by foreign competition. The 
problems faced by these firms are no doubt substantial. 
But apart from the fact that free trade does not guar
antee tlw v·JahJlity of all competitors, it may well be 
asked whether this plea does not endanger both our op
t'n economic syste.m nnd our marketing system as we know 
it today. Aetually thl.s questl.on reflects a number of 
pertinent marketing-related issues. These are (not 
necessarily in order of importance): 

1. Developing or maintaining an (international) 
free market system. 

2. Ensurl.ng viable domestic competition. 
3. Minimizing government intervention in inter

national trade. 
4. Fostering "fair" competl.tion. 
5. Boosting foreign marketing efforts. 

Business Views 

The various ways in which business can approach these 
issues can be perceived as the different marketing con
cepts each holds on international marketing. Figure 
1 reflects the three main interpretations, with the 
free marketing concept as the "liberal" extreme and 
out-right protectionism as the extreme pro-interven-
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tionism viewpoint. The "fair" marketing concept repre
sents a whole array of moderate positions. 

I Marketing 
Concept 

~ a  

FIGURE 1 
APPROACHES TO ISSUES 

Fair Ma~ e in  I 
Outright 7\n ept e i ni~ 

Domestic For)ign 
Markets Markets 

Foreign Domestic 

Those with a basically free marketing conception of 
international trade can be further split into two 
groups. One group adheres to what may be termed a 
"global" marketing concept. This concept represents 
the view that marketing activities world-wide should 
be conducted as free of intervention as possible. The 
view of the other group is more insular - - essentially 
free trade should be allowed between different coun
tries but exceptions could be made to e.g. redress 
certain illegal or blatantly discriminatory practicies, 
such as anti-dumping measures. The middle ground is 
occupied by those who favor "fair" trade rather than 
free trade. This argument rests on the philosophy that 
free trade is not always fair and that in such instan
ces intervention is justified. Examples are the U.S. 
automobile industry and the U.S. citrus exporters at
tempting to enter the Japanese (foreign) market. 

Outright protectionl.sm is a less common phenomenon, but 
there are those that advocate undisguised protection 
from foreign competition, for instance, some farm 
groups. 

Implications 

It is obvious that many U.S. firms and even entire in
dustries face increasing foreign competition both at 
home and abroad. Unfortunately, too many of these 
businesses tend to adopt a marketing concept that is 
not a free trade one - or at least do not do so consis
tently. They tend to appeal to and rely on some form 
of U.S. government intervention at home (via protec
tionism) or abroad (via diplomatic and economic lever
age) to bale them out. 

An over-reliance on government protection or interven
tion to facilitate foreign marketing efforts could 
prove to be a mixed blessing at best and a costly mis
take at worst. Although a fair measure of considera
tion and support for U.S. business by the Administra
tion and Congress is essential, many industries are 
running the risk of ensnaring themselves in new dif
ficulties of their own making, such as: 

more government, labor, public and consumer 
control over their strategies; 
inability or unwillingness of the government 
to render assistance; 
retaliatory measures by affected countries and 
industries as a quid pro quo for U.S. protec
tionist policies; 



neglect of identifying and solving the fundamental 
problems involved; 
over-complacent corporate policies in key areas 
such as marketing, technology, product quality, 
and productivity; 
growing reluctance by suppliers of resources such 
as financiers, materials suppliers, and prospec
tive employees to be involved with such firms. 

Marketing Roles 

Alternatives to government intervention are available. 
Several marketing roles figure prominently among these, 
which is not surprising since the logical alternative 
to trade restrictions is freer marketing systems. 
These options should be seriously considered by the 
firms in question, not so much to support the princi
ple of free trade but because these alternatives en
able such firms to deal with the root causes of the 
problems and not merely with the symptoms. 

One way of looking at the marketing roles is depicted 
in Figure 2 and Figure 3 respectively. 

FIGURE 2 
FEASIBLE DOMESTIC MARKETING OPTIONS 

Degree of 
Foreign Competition 

None 
Weak 
Strong 
Overwhelming 

Insular 
Marketing 

X 
X 

Marketing Roles 
Global Gov't 

Marketing Lobbying Get Out 
X 
X 
X X 
X X X 

view of the competitive marketing environment. If 
competition cannot be overcome even with more realis
tic and dynamic marketing strategies, then recourse 
could be had to the government - lobbying for some 
form of support. 

Figure 3 represents a similar matrix analysis for the 
feasible marketing roles for firms operating in for
eign markets. Although more major options are avail
able, the non-interventionist or defeatist (give up) 
options are most feasible when market access is rela
tively easy and competition comparatively weak. In 
markets where the competition is strongest, exporting 
usually has to be abandoned in favor of a more local
ized effort such as a foreign subsidiary or a more 
foreign involvement through a joint venture or some 
other contractual arrangement. 

In markets where the access is difficult or prohibited, 
not because of competition but because of legal, bu• 
reaucratic or other obstacles a stronger case can be 
made out for government lobbying. However, appeals for 
such intervention should only be undertaken when local 
participation or involvement (subsidiary) is not feasi
ble. In many instances, lobbying will be ineffective 
which necessitates the firm to abandon the attempted 
market entry, at least for the time being. Firms 
choosing the lobbying option should realize that they 
have in fact also opted for another marketing alter
native - marketing their proposal or request to the 
government in question. This necessitates specialized 
''marketers" with specific "marketing" skills. 

Marketing Options 

What are, more specifically, the various a e i~ op
tions that u.s. business firms could exercise in ful
filling their respective marketing roles relative to 

FIGURE 3 

FEASIBLE FOREIGN MARKETING OPTIONS 

Degree of Foreign Competition 
and Accessibility 

Easy access .• no/weak competition 

Easy access, strong competition 

Easy access, overwhelming competition 

Difficult access, no/weak competition 

Difficult access, strong competition 

Difficult access, overwhelming competition 

Prohibited access, no/weak competition 

Prohibited access, strong competition 

Prohibited access, overwhelming competition 

Export 
Marketing 

X 

X 

X 

X 

Foreign 
Subsidiaries 

X 

X 

X 

X 

Marketing Roles 

Joints) 
Ventures Contractsa) 

X X 

X X 

X X 

Gov't 
Lobbying 

X 

X 

X 

X 

X 

X 

Give 
Up 

X 

X 

X 

X 

X 

a) Excluding joint ventures or contracts that are essential because of legal requirements 
type of product/service e.g., industrial property rights, copyrights, etc. 

or because of the 

In Figure 2 the feasible options are indicated for firms 
faced with foreign competition in their U.S. markets. 
As the degree of competition intensifies, less reliance 
can be placed on insular marketing policies aimed 
solely at domestic competitors and more on a global 
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foreign competition as discussed above? The following 
alternatives should be considered: 

* More realistic marketing strategies. 
Firms should look at the unique advantages 

they have to offer in terms of resources and oppor-



tunities. 
* Improved intelligence services with which to 

better anticipate environmental changes. 
Sharper marketing intelligence may provide 

some advance warning as to which countries and pro
ducts arc l.tkcly to he subject to embargoes or oth
er trade restrictions. 

* Adjustments in supply, import, and distribution 
policies. 

For instance, the large-scale importation of 
better quality or of cheaper products, the estab
lishment of distribution channels in other countries 
and the use of more competitive foreign suppliers. 

* More emphasis on product quality. 
New techniques should be developed, updated, 

and adjusted, at least in step with competitors. 
* Global orientation. 

Management thinking, strategy, and education 
should be broadened substantially to allow for the 
impact of the dynamic international environment both 
at home and abroad. 

* Overcome bureaucratic inertia. 
Big business should recreate an atmosphere in 

which innovativeness and entrepreneurship can thrive. 

* Lobbying in favor of free trade. 
Whenever doors for U.S. business are closed 

to conduct free trade, a sound case should be made 
to (re) open them. 

* Joint ventures. 
Affected U.S. firms and their foreign com

petitors could join forces, especially if they have 
complementary skills or resources. 

Conclusions 

The popular notion that U.S. business and labor inter
ests are best served by government protection of local 
firms and government intervention in foreign markets 
on behalf of local firms is gaining support. The 
dangerous implications of such action on the initia
ting firms are usually overlooked or down-played. 

The fundamental question is whether our free marketing 
system as we know it today can he preserved, if such 
goverrooent interventionism is encouraged. Equally 
important is the question of whether the interests of 
individual flnns and :Lndustries concerned are better 
surved by such protection and ass:Lstance. 

Firms thal cannot overcome their own problems in the 
long run have to face the music anyway. Government 
assistnnce is only going to prolong the agony. Those 
firms tlmt realize their misconceptions of their mar
keting roles in time may he able to formulate a real
istic new marketing strategy to counter foreign compe
tition. This does not exclude the possibility of lob
bying for government. intervention, but such appeals 
should be based on upholding the principle of free 
trade, not to create exceptions to it. 

Some empirical studies are recommended to determine 
to what extent U.S. business adheres to a free mar
keting concept and which roles it plays in different 
competitive situations. Such studies could, for 
instance, be concentrated on a number of problem in
dustries in the U.S. 
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DIAL YOUR SUCCESSFUL SMALL BUSINESS MARKETER: 
THE CLASSROOM TELEPHONE INTERVIEW 

William H. Brannen, Creighton University 
William Renforth, Western Illinois University 

Abstract 

The classrooom telephone interview is an effective 
technique for bringing realism into the marketing 
class. Advantages of and suggestions for using the 
technique are given. The effectiveness of the 
classroom telephone interview is evaluated. 

The Classroom Telephone Interview 

The relevance of the traditional marketing 
curriculum to the "real world" has often been 
challenged. Academics such as Gaedeke, (1973), and 
Gelb (1971), as well as practitioners such as Keane 
(1977), Crandall (1976), and Hise (1975) have called 
for more pragmatic programs with stronger emphasis 
on actual business practices. Enis (1977) has 
described marketing as a product and suggested that 
educators need to reconsider the nature of the 
product to meet student needs in the 1980's. Joyce 
and Krentler (1980) have built on this suggestion 
and advocated a marketing orientation to educate 
marketers to market education. 

At the same time these criticisms are advanced, it 
has been observed their marketing curricula have 
traditionally been oriented to the perceived world 
of big business, rather than small business. 
(Brannen, 1978). Yet, today, of the nation's 13 
million businesses 99 percent qualify as small, i.e. 
employing fewer than 100 persons, and these firms 
account for about 40 percent of all paid employment 
(U.S. Department of Commerce, 1977). 

To address this imbalance many schools are now 
offering, or considering, courses in small business 
marketing, small business management, entre
preneurship, or venture capital. Yet the central 
question of how realism, expertise, and relevance to 
the world of small business can be introduced into 
the undergraduate marketing curriculum remains. The 
purpose of this paper is to describe one such 
technique, "Dial Your Successful Small ine ~ 

Marketer," which has been used to help a ~  

this end. 

Many techniques are available for helping students 
apply conceptual materials to real world business 
situations. Some require the restructuring of an 
entire course or even the entire curriculum. Others 
can be integrated into existing structures. Among 
the techniques for increasing realism (Reizenstein, 
1978) are the co-op approach, the student consulant 
approach, market opportunity analysis, venture 
analysis, several types of course projects, case 
analysis, research papers, role playing, business 
games, and in-class guest speakers. Each of these 
has its own set of advantages and limitations. 
"Dial Your Successful Small Business Marketer" is a 
classroom telephone interview technique which may 
prove to be especially useful and effective for 
classes dealing with small business. 

This approach uses an amplified portable conference 
telephone as the means for discussion between 
students and successful small business operators. 
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Student teams investigate a selected small business, 
brief classmates on the operation, and conduct an 
in-class telephone interview. 

The use of the telephone as an aid to education is 
not new, although improved technology and the energy 
shortage may be giving it a new emphasis today. 
Many of these educational uses are traced 
historically by Warren (1975). The initial 
application in college courses was in 1947 at the 
School of Dentistry of the Chicago campus of the 
University of Illinois where lectures given to 
Chicago dentists were simultaneously telephoned to 
Scranton, Pennsylvania. More recently, the 
Marketing News reported that Bell's business 
conference telephone has been repositioned as an 
educational device (1980). 

The classroom telephone interview technique offers 
several advantages for bringing realism and 
expertise into the marketing classroom. Some of 
these advantages are: 

1. If a success orientation is to be encouraged, 
only successful small business operators are 
selected for interviews. Under some other 
techniques, such as SBI consulting, relatively 
new and marginal firms are often included. 

2. Student participation and involvement can 
increase student motivation and learning. The 
use of pre-interview student teams (discussed 
later) and good equipment can help aaccomplish 
this. 

3. Both the dollar cost and time cost are 
relatively low for the telephone guest 
speakers, the school, and the instructor. 
Class time can also be used more efficiently 
because telephone interviews offer more 
flexibility in starting time, length, and 
termination than a conventional in-class 
speaker. 

4. Other problems of in-class guest speakers are 
minimized or eliminated. Such problems are 
parking, coordinating transportation, late 
arrivals, and anything else that Murphy's law 
might suggest. 

5. Long distance as well as local small business 
operators can be interviewed. This is 
especially important for schools not located in 
urban areas offering a wide variety of small 
firms. 

6. The necessary equipment sets up quickly and is 
easy to use. 

1. Visual aids such as copies of advertisements, 
organization charts, packages, maps, 
photographs, computer print outs, etc., may be 
used along with telephone interviews. Such 
items are usually obtained by the pre-interview 
student team. 



8. As a member of pre-interview student team, each 
student has (a) personal contact with a 
successful small business marketer, (b) 
hands-on use of the equipment, and (c) a 
leadershlp role in conducting the telephone 
interview and promoting communication between 
the telephone speaker and the entire class. 

How to Use the "Dial" Program 

The "Dial" program has been used by small business 
marketing classes for two different semesters at 
Creighton University. The course also used a full 
length e~  (Brannen, 1978), lectures, tests, a 
few in-class speakers, and one visit to a small 
business. For the telephone interviews and for the 
total course, being able to relate conceptual 
materials to the real world of small business was a 
major learning objective. The equipment used the 
first semester was a Bell System portable conference 
telephone. This equipment has been repositioned in 
the market by Bell. It is now known as Telexplorer 
and is an educational device aimed primarily at 
grades K through 12. The equipment consists of a 
loud speaker on which the entire class could hear 
the person being interviewed, a microphone on the 
protable console, and two external microphones on 
extension cords which could be passed a~ n  the 
classroom. The unit plugs into a standard telephone 
wall jack in the classroom. This equipment is 
portable, easy to use, and adequate for the program 
if the class is small. 

Equipment used the second semester has a Darome 
Model 461 microphone. The convener and telephone 
plug in together to a standard wall coupler. The 
convener acts as a loud speaker system for the 
person being tnterviewed over the telephone and for 
the ten microphones throughout the classroom. Cost 
of the convener and four microphones was about $700. 
An additional six microphones cost about $400. The 
only other cost was for installation of the 
telephone and a telephone line. Of course, toll 
charges would result if long distance were used. 
The chief advantage of the Darome equipment is its 
ability to provide a microphone within easy access 
of all students. 

The equipment at the interviewee's end of the line 
is usually an ordinary telephone. However, 
extensions could be used for a joint interview with 
two or more partners. Or, more elaborate equipment 
such as a conference telephone or a conference call 
could be used. 

Setting up the program involves securing a list of 
successful small business operators, pre-interview 
preparations, the interview itself, and 
post-interview matters. 

The list of successful small business operators can 
be compiled from several sources. Plan for a wide 
variety; otherwise you may end up with only the 
retail establishments near tne campus. A successful 
industrial marketer of services can be every bit as 
interesting to the students as retailer or a 
manufacturer of consumer goods. Leads can be 
obtained from the local Chamber of Commerce or its 
Small Business Council, from students, from personal 
contacts such as previous students or businesses 
where you shop, from your school's bureau of 
business and economic research or management 
education center, and from local business 
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publications. Students may be especially interested 
in interviewing unique small business operators such 
as one who has unusual television advertising. 

A student team of two or three students is assigned 
to each small business operator selected for a 
classroom telephone interview. Pre-interview 
preparations are an important aspect of the program. 
Before the student team visits the small business 
operator, the professor has telephoned the small 
business operator to explain the project and solicit 
cooperation. The pre-interview visit by the student 
team establishes rapport, explores areas of interest 
to the class, and provides an opportunity to 
discover additional ways to make the interview a 
better learning experience. The visit also serves 
as a rehearsal session for many of the small 
business operators. Students use a topical guide as 
a starting point to explore the background of the 
business, key elements of the environment, all 
aspects of marketing strategy, and issues of 
planning, execution, and control. 

The pre-interview visit has provided many benefits 
in terms of making the actual telephone interviews 
better. A shoe retailer who had recently returned 
from an annual show in Dallas was encouraged to 
expand on the details of the trip. A franchisee who 
was about to open an additional location was 
encouraged to discuss this decision. A retailer 
discussed more fully his participation on a 
committee of the Better Business Bureau. A small 
manufacturer described how she became a successful 
exporter to Canada. 

The telephone interview itself is conducted by the 
student team. Other members of the class are 
invited to ask questions. Before dialing the 
interviewee at the prescribed calling time, the 
class is given a briefing by the student team. The 
firm name and the name of the interviewee are 
clearly written on the blackboard. The length of 
the interview varies from 25 to 45 minutes. 

Immediately after the interview is completed, a 
brief discussion of what was learned takes place. 
Confusing points can be clarified. Examples given 
by the interviewee can be related to concepts 
learned in the course. At this time each class 
member completes the student evaluation form of the 
experience. Another post-interview matter is for 
the professor to send a short but personalized thank 
you letter to each cooperating small business 
operator. In order to get some feedback, a brief 
questionnaire soliciting the small business 
operator's impression of the interview may be 
included with the thank you letter. 

Individual professors may wish to make variations in 
the procedure described above or incorporate ideas 
from other sources (Warren, 1935). A few 
suggestions which may make the program work better 
are: 

1. Early in the term, use a few minutes that 
otherwise might be wasted for all students in 
the class to familiarize themselves with the 
equipment by making telephone calls to friends. 

2. Have students set up and take down the 
equipment. This is easy and it saves time and 
promotes a sense of participation. 



3. 

4. 

5. 

6. 

Consider busy times of the day and days of the 
week for small business operators when class 
scheduling is being done. 

Begin using telephone interviews only after the 
term is well underway in order that the course 
concepts may first be acquired. If early use 
of the telephone interview technique is 
desired, general speakers such as an SBA 
representative or the director of the Small 
Business Council of the Chamber of Commerce may 
be more effective. 

Have a short meeting with each student team 
shortly before the pre-interview visit with the 
small business operator. At this meeting try 
to show them how to adapt the topical guide and 
use it to best advantage in their particular 
situation. 

If possible, arrange the seating of the room to 
maximize student access to microphones and have 
all students sit so they can see each other. 

1. During the interview, the professor can use the 
blackboard to record figures or other key items 
and to give suggestions to students about 
questions they might ask. 

How Well Does It Work? 

Is the classroom telephone interview an effective 
learning technique? How do telephone guest speakers 
compare with in-class guest speakers? How well did 
the "Dial Your Successful Small Business Marketer" 
program perform? The answers to such questions as 
these are not conclusive but the available evidence 
seems to suggest considerble merit to the approach. 
For example, from a business policy class which used 
the telephone interview technique, the following was 
concluded: 

The course evaluation completed by 
class members near the end of the 
semester identified the telephone 
interview program as the single most 
important element contributing to 
student interest and learning in the 
business policy course, (Warren, 1975). 

Another study wh.ich used the executive 
telephone interview reported: At the 
end of the course, further evaluation 
showed an extremely favorable response 
to the executive telephone interview 
program. Overall, nearly ninety-nine 
percent of the students questioned 
favored continua.tion of the program; 
moreover, the same percentage strongly 
supported extending the concept both 
to other Marketing classes and t-o--
other College of Business courses. In 
addition, when the telephone interview 
technique was matched against the 
in-class speaker, 28 percent of the 
responses indicated a preference for 
the telephone interview, and 30 
percent evaluated the two methods as 
equivalent. Only 30 percent thought 
the telephone interview approach 
inferior to the in-class speaker 
(primarily due to the lack of 
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face-to-face contact), while 3 percent 
liked neither. Given the time and 
cost savings to executives, the 
university, and the instructor, and 
the strong student support for this 
approach, continued use of the 
executive telephone interview 
certainly seems warranted, 
(Reizenstein). 

Two of the conclusions of this same 
study were: 

Students perceive executive telephone 
speakers as being as competent and as 
interesting as an in-class speaker of 
known high quality. 

Students perceive no significant 
difference in the value or 
effectiveness of a class devoted to a 
telephone speaker as compared to one 
devoted to an in-class speaker of 
known high quality. 

To assist in evaluating the effectiveness of the 
"Dial" program, students were asked to evaluate each 
of the telephone presentations using a standardized 
questionnaire format. The qustionnaire consisted of 
a series of items describing general characteristics 
of an effective educational presentation. Each 
presentation on each item, was "graded" using a 
scale of A, B, C+, C, D, F. Questionnaires were 
completed evaluating both the telephone interviews 
and in-class presentations by guest speakers during 
the course. A total of 110 responses on each item 
were obtained for telephone, and 45 responses were 
obtained for in-class presentations. 

The items on the survey questionnaire, are grouped 
into two classes: items which are speaker or 
presentation oriented and items which are subject 
matter oriented. Since data are available for both 
telephone and in-class presentations it is possible 
to compare both methods. Overall, both telephone 
and in-class presentations receive top marks on 
critique items. All items have an average grade 
higher than "B", and any evaluation lower than "B" 
is almost non-existent. Table 1 provides the 
results relating to evaluations of the speakers. 
There are no significant differences between the two 
methods for evaluations of communication of the 
message, understandability, and use of realistic 
examples. Significant differences exist for ratings 
of effective delivery and believability. The 
in-class presentations received higher ratings for 
effective delivery, which is understandable 
considering the advantages of face-to-face 
communication. The telephone method is rated more 
believable. 



TABLE 1 

EVALUATION OF EXECUTIVES AS SPEAKERS 

Telephone In-Class 
Dimension Mean Mean 

*Effective Delivery 6.555 6.867 

*Believability 7.327 6.956 

Communication Message 6.527 6.711 

Understandibility 6. 745 6. 911 

Realistic Examples 6.936 6.889 

*Indicates items with statistically significant 
differences in evaluations at the .05 level. 

A=8, B=6, C+=5, C:4, D:2, F:O 

TABLE 2 

EVALUATION OF PRESENTATION SUBJECT MATTER 

Telephone ln-Class 
Dimension Mean Mean 

*Interesting 6.536 6.844 

Informative 6.955 7.089 

How Much Learned 6.318 6.422 

Real World, Not Theory 7.400 7.289 

*Share Success Secrets 6.900 6.244 

Detail, Depth of Message 6.509 6.333 

*Indicates items with statistically significant 
differences in evaluations at the .05 level. 

A=8, B:6, C+=5, C:4, D:2, F:O 
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II MIII.T II' I.E Il l SCIUMI N/IN'I' /IN/II.YSTS Pll JWTCT fON OF PERFOilM/INCE IN PRINCIPLES OF MARKETING 

lloh S. llr<lWn, Mar lt•tt u Col. l t•l•,c 

ThJ s pa pt•r tllosc r lhes a s uccessful attempt to derive a 
dJser lrn lnnnl function that can be used to pr ed i ct t he 
letter ~ a  students wlll earn ln Principles of ~ a

kctlng. Th<• r cHu]ts arc compared to the fi ndings of 
o the r puh i iHhed s tudi es on the prediction of academic 
perform:mee and the uses of this type of analysis in 
s trategies for reducing student att r ition in Princi
ples of Marketing are discussed. 

Introduction 

Highe r education is enter ing a n e r a during which its 
traditional primary marke t will be shrinking . By 1995 
the number of students graduating from high school 
wi l l be 20Z below current levels, r esul ting in a pos
sible 10 to 15% decline ln new college entrants from 
t bis market (La r son , 1980) . 

Numt'rnus art i.cles nrc appearing that discuss s trate
Kles colleges a nd universities may implement to mini
mize enrol l men t declines. These strat egies typically 
Involve lncrens lng marketing efforts i n the high
schoo l-gr :Jduatlng-class ma rket, recruiting more stu
dt•nl s from otht•r markt•ts s uc h as the :1dul t educa t ion 
ma rkcl, a nd ~ n  altrltlon r:1 t cs of s tudents who 
have l><•t•n s u<:cl'ssfull y recrui ted . Th l s art lc l c pn·
>H'nts Lh<' rt '>HI I t s of :1 st udy of t he l'r .l nclp]cs of Mar
ket lng cours <' at one <'O I I cge t hat can serve as :1 model 
for schools or dcpartmPnts that adopt the t h ird strat
q:y . 

c:radcs of s tudents in Prlnclples of Harketing wer e 
pr ed l c ted wIth a re.'lsonable degree of s uccess a nd 
characterist ics of marke ting s tudents that were useful 
pr ed Lct o r va r l ah les W<'re determined . The method em
ployed Is applicab l e to other courses and pr ovides in
formnllon t hat .. a n he used to select qualifi ed students 
for a C'<HirSl' , ln st• lect courses for a studen t that he/ 
s he hns a r <>asonah le ch:mc<' of complet J ng s uccessfully, 
and to I dent i ry s tudents enrolled in a course who may 
m•cd extrn at tent Lon If they a r e to succeed. 

Methodol ogy 

The dnt:l used in this study consisted of the 173 stu
dl,nts who comp.lcted l'rinclples o( Narketlng at ~ a ie  
Co l Le!:<· cl urln)\ Lht• J97Y- Il0 acnd<•mlc yt•ar and t lw Fall 
>a'nlt•st<• r o f 1'1!!0- HI. C:rack•s ea r ned In the cour se wer e 
ohta l•wd from till' Instruc t or ' s c lass records and other 
student daLa we r e co ll ected from t he records office. 
/1 desc r Lpt ion of these ltcms a nd how they were coded 
i s conta ined ln Table I. 

The data were analyzed by t he Discriminant Analysis 
routine of the Stat i s tical Package for t he Social Sci
ences (SPSS) using the stepwise option (Nie et al , 
i975). The categor ies of the dependent variable were 
t he grades earned in Principles of Marketing . The " D" 
and "F" grades were combined, as a liberal drop policy 
has resulted in very few course failures. The entry 
criterion was c hanges i n Rao ' s V significant :lt the 
lCJ% or lower leve l. /1 random sample of 25% of the 
cases (43 cases}, s tra ti f i ed by the propor t ion of total 
cases In each grade gr oup, was s elected as a validation 
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samplc, wlth the remain ing 130 cases serving as the 
<Jnalys l s s<lmp lc. 

Var iabl e 

Cumulative grade 
point average 

High school per
centile rank 

TABLE I 
PREDICTOR VARIABLES 

Symbol Coding 

GPA 4 point scale 

HSRANK 

Business-economics 
major MAJ No ~ 0, Yes • 1 

Prescribed j unior 
class r ank when 
taking course 

Creek affiliation 

Sex 

Ve r bal Schol astic 
Aptitude scor e 

Mathematical Scho
lnstlc Apt itude 
score 

CRANK 

GREEK 

SEX 

SA T- V 

SAT-M 

Res ults 

No ~ 0 , Yes • 1 

No - 0, Yes • 1 

Female = 0 , Male 

The discriminant function derived was 

c 1 

0 • -0 . 87125 \.P/1 + 0 . 32998 HSRANK - 0 . 24295 SEX. (1) 

The change Jn Rao' s V as a result o f add ing GPA was 
significant at the 1% level; as a result of adding 
IISRANK, at the 5% level; and as a r esult of adding 
SEX, a t the 10% l evel. 

TABLE II 
VALIDATION SAMPLE CLASSIFICATION RESULTS 

Pr edic ted Ac tual Gr ade 
Grade A B c D-F -

A 2 1 

B 2 17 6 1 

c 1 11 2 

D-F 

Table II s hows the results of us ing equation (1) t o 
predic t the grades of student s i n t he validation sam
ple. Corr ect c l assifications fall on the top- l eft to 
bottom-r ight diagonal and r epresent about 70% of the 
cases . In ~ absence of a classification function 
the maximum number of correct classifications would be 
obtained by predicting all students t o fall into the 



largest group. This would have resulted in 45% having 
been correct I y plac<'d into the "ll" category. The model 
thus l ncrc·as<'s the proportion correctly classified by 
about :•sz. In addition, the nwdel makes posslhlP the 
t•orn•ct ,. [n.YH I r [cal [on of ('ilSl'.Y otlJI•r than lhOHL' thnt 
ral I lnlo lll<• l:lr)',<'Hl group. ConHL''[LH'Iltly, lilt• :>'i% 
f !gun' som<'what uJHil'r>ll:al<'H tla• lmprovem<'nt In pn,dlc
tive powl'r that the analysls provides (Morrison, 1969). 

The centroids of the groups are shown in Table III. 
The centroids ascend in value as the grades run from 
"A" through "D-F." When grades of ungrouped cases are 
predicted, cases with lower discriminant scores will 
be predicted to earn higher grades. 

TABLE III 
GROUP CENTROIDS 

Grade Centroid 

A -1.43227 
ll -0.17216 
c 0.47885 

ll-F 0.51418 

1\quntlon (l) Hhows the· predictor variables that were 
found to '"' ,.rr .. ct lvl' discriminators among the grade 
groups and their standardized discriminaRt coeffi
cients. CPA was the first variable to enter the func
tion, contributing about two and one-half times as 
much to the discriminant score as the second variable. 
The negative coefficient of CPA indicates that stu
dents with higher overall CPA's earned higher grades 
in marketing, as would be expected. The second most 
effecU.ve pn'dlctor was l!SRANK, with a positive coeffi
cient. Sl.nee a higher class standing results in a 
lower score on this variable, the positive coefficient 
indlcates that students who graduated higher in their 
high school. clasHes performed better in marketing. 

The final variable to enter the discriminant function 
was SEX, contributing about 70% as much to the dis
criminant score as HSRANK. Since females were coded 
zero and males one, females received no adjustment to 
their discrtmlnant score from the SEX variable while 
males recelvecl a reduction in their score equal to the 
SEX eol'ffielc•nt of 0.24295. This indicates that, all 
olhr·r variables equal, males earned higher grades in 
marketing tllan dld Females. 

The remaining five variables did not add significant 
dlscrimlnatlng power and were, therefore, not brought 
into tile discriminant function. A comparison of 
classification results between the function presented 
here and one that included all eight variables showed 
that the latter function hnd an identical overall cor
rect classlflcntion rate as the one presented here, 
though tile distribution of correct classifications 
between the "B" and "C" categories shifted slightly. 
Consequently, it appears that predictions of grades 
in Principles of Marketing can be made with a reason
able degree of success from only three pieces of in
formatlon about students. 

Discussion 

The Hit Rate 

Though the hlt rate of 70% correct classifications 
represents a substantial improvement over the rate 
that would be obtained without the discriminant func
tion, an examination of the rates in the various grade 
categories shows that the most critical grades were 
predicted least accurately. None of the three stu-
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dents in the validation sample who actually received 
a "D" or "F" were predicted to be in that category. 
There are two possible explanations for this result. 
Fin<t, the "D-F" group of the analysis sample was 
><m11J], contnlnlng only thirteen caseA. A larger data 
hasl' wIth more' ease A in this group would provide more 
Information as to the characteristics of these stu
dents and increase the probability that the analysis 
could differentiate them from members of other groups. 
Second, there is the possibility that the variables 
included in the study did not contain information that 
isolated "D" and "F" students. For example, the "D-F" 
students may have been equally qualified with "C" stu
dents on the three predictor variables, but did not 
perform as well because of less study time resulting 
from laziness or employment. This possible shortcom
ing of the model can be reduced through further re
search that includes additional variables that may 
contain information not included in this study. 

Comparison with Other Studies 

A review of the literature yielded no studies of pre
diction for Principles of Marketing. However, studies 
of other business administration and economics courses 
and programs and of other disciplines which included 
some of the same predictors utilized in this project 
were found. These studies provide a basis for com
parison of the results of this analysis. 

That CPA was the first variable to enter the discrimi
nant function is no surprise in light of the published 
research on the prediction of academic performance. 
Indicators of previous academic performance have prob
ably been the most consistent predictor variables 
found. A study of working undergraduate business stu
dents found freshman-sophomore CPA a better predictor 
of academic success than several other variables in
cluding hours worked per week, sex, age, and high 
school graduating rank (Mills, 1978). A study of 
Principles of Economics students found GPA superior 
to major, sex, and credit hours completed (Clauretie 
and Johnson, 1975). Studies of non-business and eco
nomics students have produced similar results (Chissom 
and Lanier, 1975; Worthington and Grant, 1971), while 
studies of graduate students have found undergraduate 
CPA to be a significant predictor of graduate perform
ance (Federici and Schuerger, 1974; Gustafson and 
Michael, 1976; Leonardson, 1979). 

The second variable to enter the discriminant func
tion, HSRANK, is also an indicator of previous aca
demic performance, but at the high school rather than 
the college level. This result is consistent with 
Mills' (1978) finding that freshman-sophomore GPA is 
a better predictor of success of working undergraduate 
business students than is their high school graduatlng 
class rank, but is contrary to that of other studies 
that have found HSRANK superior to GPA (Brasch, 1972; 
Kloepping, 1972). The relevance of these latter stud
ies to the present one may, however, be questioned as 
they dealt with calculus and disabled students rather 
than students of marketing, business administration, 
or economics. 

Sex has been found to be a useful predictor in other 
studies of academic performance. Watley and Martin 
(1962) in a study of freshman business students found 
differences across the sexes in the predictive power 
of various tests and derived separate regression equa
tions for the sexes. They did not, however, comment 
on which sex exhibited the better academic perform
ance. Mills' (1978) study of working undergraduate 
business students found sex a weak but statistically 
significant predictor, but she also did not reveal 
which sex performed better. Clauretie and Johnson 



(1975) found that males performed better in Principles 
of EeonomlcH while McDonald and McPherson (1975) found 
that among students enrolled in Principles of Econom
ics, females had higher overall GPA's. The mixed re
sults of previous research do not provide a basis for 
concluding whether the superior performance of males 
in Principles of Marketing found in this study is con
sistent with prior flndlngH. 

VuriableH found to be of no use in predicting perform
ance in this analysis have been found significant in 
other studies (Ch.issom and Lanier, 1975; Clauret.le and 

n~ n  197J; l'assons, 1967; Watley and Mart.ln, 1962). 

Implementat.lon 

The results of this type of analysis can be implemented 
with varying degrees of rigor. The most rigorous ap
plication would be to require a certain discriminant 
score for admission to the course. Though discrimi
nant analysis is sometimes applied this way in grant
ing credit and in selecting people for admission to 
educational programs, it probably would not be desir
able to use it in this way at the course level. A 
school could find itself in the ridiculous position 
of denying students admission to required courses and 
could face discrimination litigation if variables such 
as sex, race, or age turned out to be effective pre
dictors. 

A more practical application would be to use the re
sults as a tool i.n the advising process. For example, 
if n student not required to take Principles of Market
ing was eoruddering i.t as an elective, her grade could 
be predicted from the discriminant function. If this 
grade was not greater than or equal to the grade needed 
or desired, she could be advised to take another elec
tive where her chances of earning the needed grade were 
higher, or to exert some extra effort in Principles if 
she sti.ll desired to take it. For students required to 
take Prlnciples, those with low predicted grades could 
also be advised to be especially cautious about their 
course performance and could be offered extra assis
tance by the Instructor or a qualified tutor. 

For advisors not wishing to go to the trouble of cal
culating students' discriminant scores, the analysis 
can still bP of value in that it provides profiles of 
typical successful and unsuccessful students. The suc
cessful profile is a male who graduated near the top of 
his high school class and who has maintained a high 
college grade point average, while the unsuccessful 
profile .is a female who has not done especially well in 
either high school or college. When advising students 
based on how they compare with these profiles the rela
tive contributions of the predictor variables to the 
discriminant score should be kept in mind. For exam
ple, a female with a high GPA would be more likely to 
earn a satisfactory grade than a male with a low GPA 
because GPA contributes over three and one-half times 
as much to the discriminant score as does SEX. 

If the profiles of the successful and unsuccessful stu
dents were undesirable, further research could be 
undertaken to determine why the course favored the type 
of student it did and how it could be modified to be 
more suitable to the desired profile. The results pre
sented here with respect to students' sex might prompt 
this type of action. 

Conclusion 

This paper presented the results of a successful at
tempt to use multiple discriminant analysis to predict 
grades students will earn in Principles of Marketing 
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and discussed how the results can be implemented to 
reduce student attrition in the course. Since the 
study included students of one instructor at one col
lege and considered a limited number of possible pre
dictor variables, it should be regarded as a model for 
further research rather than as a conclusive statement 
on indicators of performance in Principles of Market
ing. Replication of this study at other schools, in
cluding additional variables, could result in a supe
rior set of predictors with a wider range of applica
b i.lity than the set presented here. 
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EXPLORING COLLEGE STUDENT SATISFACTION 
A MULTI-ATTRIBUTE APPROACH 

Gerald M. Hampton, Seattle University 

Abstract 

The past decade has seen an increase in the use of 
marketing technology by non-business areas such as 
hospitals, pol !tics and education. This paper 
continues this trend by examining the components 
of college student satisfaction. A satisfaction 
questionnaire was developed and data were gathered 
from 124 MBA students. Factor analysis and multiple 
regression were employed to determine and assess 
the salient components of satisfaction. The results 
indicate that quality of education and evaluation 
are important determinants of college satisfaction. 

Introduction 

It is no secret that many colleges and universities 
are in trouble. For example, Marylhurst College 
in Portland, Oregon, ceased instruction in 1974 
after 85 years of operations, while Racine College 
in Wisconsin merged ~i  Lewis University of Lockport, 
Illinois. More than 170 such private colleges have 
closed their doors since 1965 (Pyke 1977). Professor 
Dttnn has estimated that by the year 2000, 25 
percent of n II r<>sident!nl I Lheral arts !nHti tn-
t f ons will have vnni shed (1979). While> the 
"elite lnstlLttUons" IHP llkPly to escape such 
a fatP, the future for many in i i n~ is not 
bright (Ramirez 1979). 

Thls rather lwsslm[sttc view is the realiznt·!nn 
that the once unprecedented sellers' market in 
higher Pdur:Jtlon i.s now n buyers' market, and 
1 ikely to rema f n <W [or sometime (C.lenny 1973). 
There is not only a decrease in the eligible 
eighteen-year olds, hut other factors, such as 
the end of the military draft, the rapid escalation 
in tuition rates, the increased competition from 
vocational and technical schools, and a decline 
in the need for certain college majors in the 
Job market, are all affecting demand for college 
education. This situation has caused many to 
emphasize the need for a marketing approach to 
the declining enrollment problem (Buchanan and 
Barksdale l974; Gorman 1974). 

Wi.th the growing acceptanee of marketing, we have 
seen an incrensc in attempts to match the univer
sities' peculiar offerings, resources and advantages 
wlth well defined target markets. In particular, 
there is growing use of promotional materials 
such as news releases, posters, classified ads 
and all forms of paid advertising. The college 
catalogue has also taken on new dimensions. It 
is no longer Just a source of information, but is 
often the primP promotional tool. Well-designed 
and colorful brochures focusing on specific pro
grams are important in direct mail campai.gns. 
Admissions officers have increased their staff to 
act as professional salespeople for the school 
and its programs. Some schools have even tried 
giving away such things as frisbees and T-shirts 
to prospective students. Others have evaluated 
and changed not only course hut entrance require
ments. 
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While some have been highly critical of many of 
these efforts (Scully 1979: Sheffield and Meskill 
1974), the future direction seems clear. To be 
competitive in the educational marketplace of the 
future, institutions of higher education, especially 
the private ones, must plan, test and refine their 
marketing strategies. This requires careful research 
into existing and potential market segments and a 
thorough appraisal of present and pooential student
attracting attributes of a particular institution. 

Student Decision Process Model 

Unfortunately, much of the university-oriented 
research has been quite general and largely con
ceptual in nature. This means, of course, that much 
college-oriented marketing research remains to be 
done. However, many of the reported studies can 
be viewed in the context of the Kotler Student 
Decision Process Model (1976). This model provides 
the needed conceptual framework to unify and focus 
future college-oriented marketing research. 

Professor Kotler describes the student decision 
process as consisting of nine steps (Figure 1). 
The first step is the student's decision whether 
or not to attend college. The student who decides 
to attend begins with an initial college awareness 
set. In step two, the information seeking and 
receiving state, th:l.s set is expanded. Step three 
follows with the student sending requests to certain 
colleges for catalogs and application forms. After 
evaluating the colleges in the awareness set, the 
student sends applications to a particular group of 
colleges labelled the college consideration set. 
The student in turn receives acceptances from cer
tain colleges that become the student's choice set 

FIGURE 1 

THE KOTLER STUDENT DECISION P'ROCESS MODEL 

I 
I 
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8 
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fiThe Kotler model haa been modified· a lightly with the 
addition of the nthfaction compoftent. 



The next stPp, stc•p six, thP student chooses a 
college from this l'i10ice set, resulting in registra
t lon. Furt:IH'r dec is ions by the students are whether 
to continue nt thnt college, transfer, or drop out. 
Finally the student makes a decision regarding alumni 
status - an active, passive or indifferent role. 

To dat<', 111<1('11 of the eoiiPge-orlented marketing re
search has focused on two general areas of the Kotler 
model, attribute evaluation of the college choice 
set and perceptions/image of the college considera
tion set. The MacLachlan and Leister studies used 
multi--dimensional scaling to develop perceptual 
maps of potential students' college n~i e a n 

sl't (197'i). l'unJI and St<•1in invC'stigatcd the 
coliPg<• choice behavior of gradnatc business school 
applicants by mnd<'ling the students' choice set 
(197(,; 197H). Cook and Z;dlocco use>d a multi
attrlhntl' nppro;J<.·h to pred let preference for a univer
sity from stud<'nts' cnll<'g<' conRldc•ratlon set (1979). 
Finally, Vnuglm, Pit1lk nn<l llonsntla cont1ucted a 
study to determint> the Ra11ent components in the 
choice of one university (197R). 

Study Objectives 

These stndi<>s, while. no doubt contributing to improved 
college recruiting strategies, have ignored students' 
satisfaction with their college e.xperience. As 
diagrammed in Figure 1, satisfaction with one's ed
ucation Is directly related to continued education 
at a particular institution. Also, it determines 
whether or not a former student becomes a loyal 
alumni. With students more mobile today than 
ever before and the growing need for alumni support, 
it is no longer enough just to develop better re
cruiting strategies. Marketing efforts must also 
focus on keeping the present students enrolled and 
building a base for a strong, loyal alumni. This 
requires, in part, internally marketing the School 
to the students by maintaining an adequate level of 
"studc•nl sat IRfact ion". 

111thnugh mnrltt'ti11g scholnrs 1wvc ignort>d researrhing 
student satisfaction (of course, this is not the case 
for consumer satisfaction - for example, see Hunt 
1976), It docs not mean that the examination of cer
tain aspects of student satisfaction has been ne-
g! ected. Rt'<'<'!lt studies from the literature in ed
ucat:!.on e n ~ e the efforts to define, develop 
and v<1lidate means to measure college student sat
lsfnrtlnn (ll<'tz, Kl inge>nsmith and Menne 1970; Retz, 
Melllll' <11111 ~  1971; ~  ll<•tz '""I Menne 197lb). 
Mon•ov,r, otw study wns conducted to VL"rlfy similar 
satisfaction dimensions ncrnsR instltutlons providing 
different types of educational experiences (Waterman 
and Waterman 1971). Differences on satisfaction 
scores wen' also fourid between students who dropped 
out and those who did not, suggesting that satisfac
tion Is an "important fnctor In student tenure (Starr, 
lletz nnd Menne 197la). Other studies have examined 
correlat<'s of student satisfaction, including select 
col lege envl.ronmental chnracterlstics, peer relatlon
shlps, grades and faculty congruence (Braskamp, 
Wl.se, ~n  1er 1979; Field, Holly and Armenakis 1974; 
Morstain 1977). 

The studies noted above have not focused directly on 
the salient attributes of sttident satisfaction and 
how they relate to overall satisfaction. Thus, the 
purpose of this study is (1) to determine the dimen
sions of student satisfaction of one university pro
gram and (2) how they ar<' associated with overall sat
isfaction. 
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TABLE 
~ n  ct tl:!accht.!rs 

in their field . 46 

Chance to ~  a ain ~  

with teachers . 56 

Chance to explore 
important ideas • 71 

Quality of material 
emphasized • 70 

Friendless of most 
faculty • 66 

What learned In relation 
to 3mount of time spent 
in school • 54 

Willingness of teachers 
to talk to :ttudt>nts nut-

s i ~ of cla.a111 timt" • 67 

Pra" t!r:e you "et In 
thlnk!nij and r('UIOO inR . 76 

Chanc.e to participate in 
~~ 1 a. as diSC\lSIIions • 59 

Ct,ursoa sequence and pre-
requflites . 4 7 

Requirements for your 
degree • 49 

Chance to be heard with a 
grade camp taint 

Chance to work with members 
of the opposite sex 

Activities and clubs you can 
join 

Chance to get acquainted with 
other students outside of class 

Chance for men and women to 
get acquainted 

Campus events for students 

The way teachers talk 
when you ask for help 

Amount of study required for 

" passing ~ a e 

Chance to do well if you 
work hard 

Fairness of teachers in 
:n-:1ding 

Chance that your grade 
reflects effort 

The .;.bi l ity of advisors 
ln helping students develop 
cnu rse plans 

n ~ rest i ~ take ln 
your ~ e  

Chance to get ~i  ln se lee t ing 
ele\:tives 

Avai labil ttv of advisor when 
needed 

Amn11nt ,lf Wl'rk requ'lred 

Teachers' PXpectations 
e~  ing how much Stll-
n ~ shnn! d study 

~ pressurl::o; to study 

Amount ld i ~ you must ~n  

study in~  

Tht: diffio,:ulty ,, f most courses 

~  ,·h;_mc.e '" deve 1 np to the 
bl•St ,, f your abllity 

PI :1ces to re! :o< he tween 1: ld.SSI:!S 

Avail:tbllitv of places to loutl)o:l:! 

~~n~en  tntal a i n ~e . 51 

,,. ~  11 1:' I) 

1 

.61 

. 67 

.83 

.56 

.80 

• 72 

.so 

.68 

.60 

.so 

• 54 

• 75 

• 49 

. 'b 

. 59 

.63 

• 46 

• )9 

• 7 3 

. 58 

• 5.2 

• 79 

. ,. 
• 66 . 74 . so • Ro . 90 . ~ 

'. 0 !. '·'· ' t. :; 



Methodology 

An Initial list of nt·trlbutl'R bt>l IE'ved to lw Impor
tant to MilA tiiii!Hfnl'l lo11 Wllfl dPvt'lop1•d prlmnrlly 
from lilt• work ol 1\t•lz, Kllng<•nAmlth, MPnlw nnd 
Starr. (Jiw (' laNH or MilA Atudent>l was llSkL>d to dc>ter
mlne whethc>r thE' I I At of attributes was relc>vant or 
not to satisfaction with their education. This ques
tioning process produced a list of 56 attributes. 
A questionnaire using these attributes plus one over
all satisfaction question was then developed. 
Respondents were asked to rate each item in terms of 
satisfaction on a five point scale where five was 
very satisfied. In the Spring of 1979, 150 question
naires were adrninistred to MBA students from six dif
ferent classes in the Albers School of Business at 
Seattle University, Seattle, Washington. One hundred 
twenty-four usable questionnaires were returned. 

Factor analysis was employed to reduce the redundancy 
in the variables and to eliminate variables that 
failed to load significantly on any factor. The 
criteria established in evaluating the output of the 
varirnax analysis was to cease factoring when all 
eigenvalues greater than one were obtained and when 
the factors explained a large percentage of the total 
var.iance. Variables were considered not significant 
and eliminated from further analysis when they pos
sessed a loadlng of .45 or less on any factor. The 
results of the varirnax factor analysis contiining 
34 acceptable var.inbles were given in Table 1. The 
individual factor scores on the seven factors were 
used to construct composite factor scores for each 
respondent or case. Using these scores as the inde
pendent variables and the overall satlsfaction score 
as the dependent variable, a step wise regression 
analysis was performed. 

Results 

Table 1 shows that seven factbrs with eigenvalues of 
1.0 or greater were retained explaining approx
imately 94 percent of total variance. Variables 
with a .46 loading or greater are associated with the 
appropriate foetor Ln Table 1. Subjective evaluations 
of each foetor were made and each factor is discussed 
below with reference to attributes having high load
ings. 

Factor 1 has high Loadings on such variables as 
"chance to exp 1 qre irnpo rtant ideas", "qual! ty of mater
ial emphasized", "fri.endliness of most faculty", "will
ingness of teachers to talk to students outside of . " 
class" and "practice you get in thinking and ea n~n  

This factor was interpreted as being related to an 
overall dirnensi.on of "quality education" and the pro
cess of education. 

Factor 2 displays high loading on six variables, such 
as, "chance to work with members of the opposite sex", 
"activities and clubs vou can join" and "campus events 
for students". This ~  was :l.nterpreted as relating 
to the "social aspects of the program. Factor 3 loads 
high on "fairness in grading", amount of study re
quired for passing grade" and "chance to do well if 
you work hard". This was seen as the "evaluation 
factor". In a sirnUar manner the rerna.ining factors 
were labeled as follows: Factor 4 (advising). Facbor 
5 (effort), Factor 6 (preparation) and Factor 7 
(facilities). 

Once the principle satisfaction d:l.rnensions were deter
mined, the next step was to assess their relative 
importance to overall satisfaction. This analysis 
is .instrumental in identifying the determinate 
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attributes of student satisfaction and should help the 
university to understand those features which motivate 
students to continue in the program. It should also 
go n lon!-\ way townrd the development of fa'llorable 
~  1 tUtiNI ne('l!RAnry to build a strong a.lumnl. Because 
of the cruC"ial relationship between these aspects and 
satisfaction (see Figures 1), the state of student 
satisfaction with respect to determinate attributes 
must be closely examined and monitored to check for 
any strong or weak areas, as well as, opportunities. 

Determinate attributes were estimated through the use 
of a step wise regression analysis. :lnteration for 
the step wise procedure was allowed to continue un
til no more entering variables contained coefficients 
significantly different from zero by an F-test at the 
.06 level of significance. In Table 2, the predictor 
variables are listed in order of their contribution 
to R2. As can be seen, there were only two factors of 
any significance. "Quality of education" was by far 
the most important, followed by "evaluation". 

TABLE 2 

REGRESSION FACTOR SCORES ON 
OVERALL SATISFACTION 

Attribute 
1. Quality of edu

cation 

2. Evaluation 

Beta 
Coefficient 

.14 

.06 

Discussion 

Cumulative R2 
. 51 

.53 

The finding that "quality of education" is the best 
predictor of student satisfaction is hardly startling 
news. In fact, this is what was expected since other 
studies found that college choice and preference 
were related to school quality of measured by high 
admissions standards, quality of faculty and the 
Deans ranking of the top MBA schools (Cook and Zalloc<:o 
1070; Punji and Staelin 1978; Vaughn, Pitlik and 
Hansotia 1978). The second best predictor of student 
satisfaction, while adding little in contribution to 
R2, is of interest for it suggests that attributes 
important to satisfaction are not necessarily the 
same attributes important in college choice. Punji 
and Staelin, for example, found that such factors 
as cost, quality and distance of applicant's horne 
from school were important determinants of college 
choice. It appears that the product, higher educa
tion, is quite a complex one, consumed over a long 
period of time, and that the attributes and their 
importance differ across each of the nine steps in 
the student decision process model. If this is the 
case, it certainly complicates the marketing task for 
colleges and universities. 

It must be pointed out that the two factors which 
emerged from this sample are quite possible not 
determinate to satisfaction in other samples. There 
is no reason to believe that freshmen, sophomores, 
juniors and seniors at the university will have the 
same determinate attributes as graduate students. 
Also, attributes might differ for each class across 
majors and most certainly would be different from 
university to university. It means, of course, that 
what are determinate attributes for one group could 
be non-determinate for another group. Whatever the 
case, determinate attribute analysis appears to 
be a logical tool to help allocate a college's 
limited resources. If one knows the fund generating 



ahlllty of dlfferPilL programs and tht• dl'termlnat<' at
tributes of these programs for majors and classes, then 
one should he better able to allocate existing funds 
to maximize revenue by maintaining student enrollment 
in the more profitable programs. This is an area where 
marketlnv,'s t·ontrlhullon to ldv,her education c;m be 
slgn!llc-ant ;nHI ont• In IH't•d of furt'ht•r rt'Ht'ar!'h. 

Another [ntc•restlng aspect of this study is Indicated 
by the rather low coefficients for the two predictors 
of students satisfaction. To increase the present 
level of satisfaction in the school would require 
an enormous improvement in the "quality of education". 
On the other hand, however, a rather dismal performance 
by the faculty would be necessary to effectively lower 
satisfaction. This suggests that the students enter 
the program w1.th a rather fixed notion of "quality" 
which remains quite stable over the duration of their 
program experience. Therefore, the college marketing 
efforts used in recruiting and designed to project the 
image or perception of college "quality", later be
comes important to student satisfaction. Image build
ing efforts then are quite important to colleges and 
research efforts are needed to determine how they can 
he more effective. 

FinaLly, If thC' l'riteria for the interative step 
wise procedure is relaxed so that all factors enter 
the equation, one finds the coefficient for Factor 
'>, tlw pfforl factor, has a negative sign. Wid I.e it is 
not significant, Lt Is interesting to note the negative 
relationship IH'tween effort and satisfaction. The im
plications of this are clear: lower standards/require
ments fur work and the students are more satisfied 
with their present educational experience. One might 
(hope?) interpret this in the present time frame of 
the student and conclude that it is a natural reaction 
Perhaps ;Js students become alumni, this relationship 
changes, and not only becomes positive, but signifi
cant. Haybe the norm for "quality" ought to be one 
such that the>n' ls a strong negative relationship 
hetwPen effort and satisfaction for presrnt students 
which turns positive for alumni. If this were the 
case, it: would he] p develop a positive image of quality 
education nccurring at the school. It is ann ther area 
that seems worthy of further investigation. 

Conclusion 

An llllt'lllpl wns mild<' In Lilt• study to ldt•nl"lfy llu>sc• 
nt·tr!btill'H nfft•t·t!ng th<• HludentH' satlsfa<'tlon with 
tht•lr ""'"';Jlltl(l<tl t•xp<'ri<'IH'l'. Tlw findings showed 
that for ont• u1llverslty, the detc•rminant attributes 
nre "quail ty t•ducation" and "evaluation". While care 
should be taken in generalizing these results due to 
a relative small sample from a single program at one 
university, the study does illustrate the importance 
of student satisfaction to the university's overall 
marketing effort. The study, by being set within the 
context of thP Kotler Student Decision Process Model, 
Huggests not only the complexity of thP higher educa
tion product, but areas for further research. 
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USING EXPERI ENTIAL EXERCISES
TO TEACH PROFESS IONAL SELLING

R. D. Nords t rom , Wes t e r n I l l i no i s University

Out line

Introduction

I\b!lt r a c t those who t ak e a course i n s e l ling will be better pr e
pa r ed to embark on a s ell ing ca r ee r and better able t o
cop e wi th training t han t hose whom must learn by them
s e l ve s what is ex pected .

Why a pap er on expe rien tial learning fo r sel l i ng? What
t he pap e r will con t ain.

Sco pe

Some di !lcus sLml of expe riential l ea rning i n se l l i ng .
Some discuss i on of educa t iona l obj e c tives .

Seq uen c in g Exe r c i s es

Plan of exe r c i s es . Oper a tion o f exe r c ises . Debri ef
Lng of e xe r c ises .

Conclusion s

I mpa c t of e xpe r i en t i al exercises . Feedba ck f r om stu
dents and t raine rs .

I n t r oduc ti on

Thi s pa pe r co ncerns an expl ana tion and eva luation o f
use of ex pe rient i a l l earning exe r cises i n the t eachi ng
of pr o fessiona l se l l ing . The re a r e several problems
assoc iated with tea ching a class a t the col l ege l evel
ab out s u l l Lug t e chn iques . T\.Io of the more cogen t ob
s t ac Lns a rc : (1) keeping t he course focus ed on gen
e r ic ~ i n ra t he r t han zero i ng i n on a parti cular
type of se l ling . (2) kee pi ng the student a imed a t
s k i l ls assoc ia t ed with se l l i ng r a t her than a ful l y
co nceptua l goa l .

In an e f fo r t to comba t t hes e t wo bas i c prob l ems, s ev
e r a l experient ia l e xe r c i ses were developed. Thi s pap er
wll l outHne t he proj ects, de tail thei r sequen t i a l im
pac t, an d e va l ua t e t he debrie f ing and fee dback from
the pr oj e c t s.

Sco pe

Ln vol vemen t is an i mportan t as pec t o f l ea r ni ng any
skill . Se ll i ng i s a skill . Li ke other skills s uc h as
swimmi ng , pl ay tn g an" i ns trument , e t c . , sel ling can be
l ea r ned. The leve l o f s kil l atta inmen t fo r an i ndivid
ua l depends on an understanding o f t he basics , pr a c t i ce
o f t he basics , and proper di rec tion . Expe rien t i a l
e xe rcises supp l y d i rection , assist in prac t i ce, and
serve as reinforcemen t t o under!ltandin g .

An e xperiential proj ect i s basically a means of assign
i ng a task whLch will gene ra t e some specifi c be havio r
such as that o f ha vin g a par t LcLpnn t; ac compl i s hing a
de finit e goa l i n acco r d with accept ed theo ry . Parti
c ipants in e xpe r l en t t a.l e xe rc ises ga i n understand i ng
of prLn ciples and theories , ga in s ki l l s i n observing
and gain awa r eness o f personal i nterpersonal s treng t hs
and weaknes s es. l

No one can be assur ed o f be co ming a pro f ess ional expe r t
sales pe r son wi th j us t one course in s e l l i ng . Howev er,
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As with any school expe r i enc e , s t uden t s involved in
e xperient ial exercis es have no assurance of learning .
Some wi ll have a good time and learn little or nothing.
Othe rs will apply more e f fort to the i nput and gain
more l earning as an output. Perhaps the central f a c t o r
in using an experiential approach is guidance. Organ
i zation of experiential exercises around a central
theme , in this case selling, generally tends to clarify
lea r ni ng goals and helps stimulate atten tion .

Memorization o f f ac t s and f i gur es will not contribute
to a s t udent ' s learning when selling skills are invol
ved. Sell i ng does not r equire education. Rather,
s e l l i ng invol ve s practice and learning through obser
vation . Thus , expe r ien tia l exercises a r e ideally
s ui t ed f o r t h i s t ype of ed ucat i onal setting.

Selling skills rel y on people who ha ve gained knowledge
and the abil i t y to app ly these s ki l l s . Thus , the ins t
ructional f ocus i n on t he s t udent's cognit ive domain .
Ot he r domains woul d be t he af fec tive domain dealing
with ch an ges o f att itudes and appreciations of concepts
and the psychomotor domain de aling with manipulative
mot or s ki l l s . 3 Cognitive domai n objectives are assoc
i a t e d with deve lopmen t of in t e l l ec tual skills and ab
ilities .

Benjamin Bloom has de veloped a taxonomy of instruc
tional ob jectives for t he cogni t i ve domain. 3 This Tax
onomy pr ovi ded a concise model for analysis of ins t 
ruc t i ona l obj ec tives. I ns t r uc t i ona l ob jectives a re
then developed i nto inst r uct ional modul es . I ns t r uc
tional modules a r e de fined as sets of learning act i
vities which are intended to facilitate acquisition
and demonstration of competency via student achi eve
men t and demonstration of a specified objective or s e t
of ob jectives. Us e of modules helps students proceed
at their own pace and lets s t udent s s uppl y inputs
based on desire to learn and achieve .

I n a simpl ified fo rm the f ollowi ng are the elements of
Benjamin, Bloom's Taxonomy of I ns t r uc t i ona l Objectives
f or t he Cogni tive Domain :

Knowledge

Knowledge is de f i ned as an ab i li t y to r e ca ll f ac t s,
methods , proc esses and settings. This i s t he l owes t
level in the hi e rarchy of l ea r ning obj ec t i ves . This
obj e c tive a t t empts to l i nk the mind 's memor y process
with app ropria t e cue s , signs , etc.

Comprehens ion

Comprehens i on is the s t udent' s ab i l ity t o grasp mean i ng
f r om mat e rial . Tr ans l a t i ons , condensations, and inter
pre t a t i ons are ex amples o f f ac t ors fo r goal attainment .

Application

Application refers to ability to use learned materials
i n particular and concrete situations. This can be



evidenced by applications of rules, methods, ideas, 
etc., to special situations. 

Analysis 

Analysis refers to ability to categorize material which 
has been learned into clear relationships between 
various concepts or ideas. Useful instructional pro
cesses would call for identification of elements, study 
of relationships, and/or notice of principles. 

Synthesis 

Synthesis involves ability to rebuild elements and 
parts from an entity. Selecting a pattern and rearr
anging patterns or structures are included in this 
learning objective set. 

Evaluation 

Evaluation is an ability to judge values of study mat
erials. Judgements are usually based on some specific 
criteria. This process requires demonstration of a 
grasp of skills, can comprehend the meaning of the 
material, and ability to evaluate and synthesize parts 
into a viable whole. 

Sequencing Exercises 

In addition to the aforementioned attention to learn
ing objectives, this set of experiential exercises has 
been sequenced to permit a logical flow of ideas and 
effort as the student buildH toward a full scale pre
sentation. In a class on professional selling, there 
are ROml' logical Rections for sequencing classroom 
experiential projects. Students must learn of the 
selling environment, a salesperson's effort prior to 
the sale, getting ready to sell, during the presen
tation, and follow-up. For purposes of this paper, 
the sequence of exercises aimed at getting the student 
ready to sell has been selected. 

Getting ready to sell involves Time Management, Selling 
Benefits Rather Than Features, and Pre-approach Data 
Collection. Before a student can make a sales pre
sentation, there must be an evaluation of management 
of time, an analysis of product in terms of customer 
needs, and collection of data so the presentation can 
be custom tailored for the individual prospect. Each 
exercise contains learning objectives for the student, 
procedures for the student, and hints for the student. 

The following pages contain the student instructions 
for the three experiential exercises listed above. 

Learning Objectives 

EXERCISE 1/6 
Time Management 

1. To help develop a realization of the time = money 
concept. 

2. To help understand that time is the main thing a 
salesman ean control to help him gain more income. 
Time ean be managed. 

J. To give students an understanding of some alter
natives for time management. 

Proeedures 

1. Keep a log of your daily activity. 
2. This proeess should be done for one week. 
3. Make out a sheet as follows: 
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Left hand column for times of day in 15 minute inter
vals from 7:00 a.m.-12:00 Midnight. Next a column 
for activity. 

TIME 

7:00 
7:15 
7:30 
7:45 
8:00 
8:15 
etc. 

ACTIVITY TIME 

Noon 
12:15 
12:30 
12:45 
1:00 

ACTIVITY 

4. Fill in activity with a brief description such as: 
eating, studying, dating, TV, in library, between 
classes, in union. 

5. You should have five sheets (one for each week 
day) when you come to class for this project. 

6. In groups discuss setting priorities for a plan 
of time management. 

7. Now make out sheets like the ones you made for 
the log and fill activity with things you want to 
do for the coming week. 

8. Now make a list of things you would like to get 
done next week but don't know exactly when you 
would like to do them. Assign priorities to these 
i terns. Now when you ,find some ·free time you can 
work on one of these items. 

(Questions: would you prefer to work on a top prior
ity item for 15 minutes or to get further along with 
a lower priority item during the same 15 minutes. 
Remember, you can't do both.) 

EXERCISE 1/7 
Selling Benefits Not Features Assessment 

Learning Objectives 

1. Assessment of the feature versus benefit differ-
ence. 

2. Understanding why benefits should be sold and not 
features. 

3. Identification of a means of preparing to sell 
benefits. 

Advance Preparation 

1. Complete the feature chart associated with this 
exercise. 

2. Features will be obtained from sources learned in 
the section on product knowledge. 

Procedures 

1. In class you will be given a set of features for a 
product. 

2. As a group (to which you will be assigned) you will 
determine a means selling one feature by use of the 
benefit method. 

3. After each group has completed determining means 
of selling benefits of a feature, the entire class 
will share the means they have determined for 
selling the several features of the assigned pro
duct. 

4. You will then be asked to take all of the features 
of the product you have selected for a full pre
sentation, the product you are going to sell for 
exercise # , or another product and make a de
tailed a~  the various means for selling the 
benefits of its features. 



Hints 

1. This exercise will result :in a means of complet.ing 
a proJect !"or which you can earn points. The more 
you understand, the more you participate, the more 
you coutribute, the better your odds for earning 
muxlmum polntH. 

2. This proJect also is a building block for your 
final preHentation. Effort on this project will 
have a double payoff. 

SAMPLE CHART FOR EXERCISE #7 
Selling Benefits Not Features 

Analysis and Combination 

Product Feature Ill buying motive 113 

Product Feature #2 

Product Feature #29 

buying motive #22 
buying motive #8 

buying motive ltl 
buying motive 119 
buying motive ltl7 
buying motive 1126 

buying motive #2 
buying motive #28 
buying motive #23 
buying motive #12 

Example using a bicycle 

116 kick stand #1 prestige, #2 save time, 
117 convenient 

Ill light frame #1 prestige, #14 save energy, 
#21 aventuresome, #4 obtain 
good health, #16 provide 
safety, #19 reduce worry, 

Feature 

Feature Ill 
Feature 112 
Feature IIJ 

Feature 1114 

#6 gain approval of peers, 
etc. 

SAMPLE CHART FOR EXERCISE 1/7 
Selling Benefits Not Features 

Plan 

language 
demonstration 
showmanship, etc. 

Example using bicycle as a product 

Kick stand Use stand with foot and hand. 
Ask prospect to use stand. 
Show how stand goes in place by 

use of a string to pull it 
down. Explain how stand won't 
let bike fall by breaking 
string trying to pull stand up 
to riding position. 
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Use words like, "easy to use, 
holds bike solid and safe, 
good looking and functional, 
no need to rely on public bike 
racks, makes bike a free 
standing machine." 

Seat Hit seat with hand. 
Ask prospect to push on seat to 

see spring action for shock 
control. 

Sit astride bike and ask pros
pect to do the same. 

Use words like "comfortable, 
stylish, long lasting cover, 
seat saver, etc." 

Next feature 
Next feature 

EXERCISE 118 
Preapproach 

Learning Objectives 

1. Learning the value of a specially designed pre
sentation. 

2. Understanding the pitfalls of getting in to see 
prospects. 

3. Identification of sources of information. 

Advance Preparation 

This exercise will be completed outside of the class
room. You will be asked to discuss your efforts, 
successes, and problems when the day comes for it to 
be evaluated. 

Procedures 

1. In advance of the due date, you will be assigned 
or given an opportunity to select a firm for this 
project. 

2. Upon learning the type of firm, you will then 
procede to select a specific company. (i.e., your 
assignment is to gain information on a brewery. 
Now select a firm such as the Olympic Brewery of 
Olympia, Washington, or the Busch Brewery of St. 
Louis, Missouri.) 

3. From the material in the text on sources of infor
mation, determine which sources you will use to 
get the information needed to call on this firm. 

4. Assume you are selling a product this firm can use 
and determine: 
a. who to see 
b. background about the firm 
c. size of firm in industry or locale 
d. strengths of firm 
e. problems of industry 
f. location of offices 
g. is the firm growing 
h. other information you feel is pertinent 

Hint 

1. Be sure to keep a record of the sources you used 
for each bit of information. 

Some administrators will let you select your own com
pany. Other administrators will ask you to pick a firm 
from an assigned type of company or industry. Below 
are some suggested types of firms: 



Local: 

A auto dealer 
A hardware dealer 
A motorcycle dealer 
Any small retail merchant (not a member of a chain or 
association) 

Regional: 

A well known regional department store chain 
A well known regional discount house operation 
A well known regional manufacturer 

National: 

An oil company such as Phillips 66, Amoco, etc. 
A railroad 
An airline 
A major trucking company 
A pharmaceutical company such as Richardson Merril 
A national fast food franchise 
A chemical flrm 
A soft drink firm (Coke, Pepsi, etc.) 
A brew.,ry 
A dlstlllt!ry 
An electronJ.es firm 
A manufacturer of food items such as General Mills, 

General Foods, etc. 
A manufacturer of heavy equipment such as Catepillar, 

John Deere, etc. 
A cigarette manufacturer 
A firm manufacturing men's clothing such as Hathaway, 

Levi, etc. 
A firm manuracturlng women's clothing such as L'eggs, 

Bobby Brooks, etc. 
A ftrm i.n the packaging industry 
A firm manufacturing metals such as US Steel, Reynolds 

Aluminum, etc. 
A car manufacturer 
An airplane manufacturer 
A sporting goods manufacturer 
A shoe manufacturer 

When the exercises have been completed and graded, de
briefing takes place. This process insures student 
integration of the material from the exercise and re
inforces the learning objectives. Feedback from the 
debriefing also strengthens further uses of the ex
ercise. 

Time Management, 

Here students are directed to look at the time log and 
see where time could be used that would enable them to 
get some thing done they had wanted to do but did not 
feel there was time enough to accomplish. Students 
are also asked to look at the control they have over 
time and reminded of doing what they want to do. Then 
students are asked to think of things they want to 
accomplish. Once a listing is obtained, they are asked 
to set priorities. Now, a further review of the time 
log lets them see that the use of time is UP TO THE 
INDIVIDUAL'S PRIORITIES. Once they are able to see 
that they control their time, they can better under
stand time management. Finally, students are asked 
about the alternatives to time management. If the 
systemo; suggC'Hted are not comfortable, or seem too 
much trouble, what are the options? 

Students usually report that this project lets them 
have a new view of the value of using time management. 
Several students who had used some time budget plan 
usually report better planning through use of time 
allocations. Students who have graduated and taken 
sales jobs frequently report that this project was of 
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great benefit on the job. (Even some who did not use 
it during school.) 

Selling Benefits Not Features 

i ~ students come to grips with the difference be
tween features and benefits. Next, they are asked to 
assess why they should sell to customer needs. This 
is done in terms of the marketing concept and motives. 
Finally, Identification of a means for preparing to 
sell benefits is discovered through this project. Here 
students take product knowledge and an understanding 
of motivation and synthesize to create a selling plan 
of action that is versatile and workable. 

Debriefing of this project lets students see that this 
is a very important step in preparing a presentation. 
Once this process has been completed, the student is 
ready to plan demonstrations, openings, overcoming 
objections, and closings with true emphasis on tailor
ing a presentation to fit a customer's needs. 

Preapproach 

In this exercise the student learns that gathering pre
approach data is relatively easy, dull, and necessary. 
Necessary if the presentation is to be carefully 
planned for the customer. Dull because starting a file 
takes lots of time and requires establishing means for 
getting basic data. Easy because there are many 
sources for the data. In fact at fiTst there are 
almost too many places to look. 

Debriefing usually results in comments about the pro
blems of getting to the appropriate source of infor
mation. This procedure also highlights a need for 
systematic data collection. 

Conclusions 

Experiential exercises show students that learning is 
individual. Points are important and relatively 
important. Yet, more important is the actual learning 
which takes place. There is more than lip service to 
this comment. Many students report with great satis
faction the impact their use of exercises in selling 
had on the job. Some who undertake formal training 
find the training time shortened due to the prior 
exposure to these exercises. Others who do not gain 
the benefit of formal training report an ability to 
use the exercise sequencing as a means of systematizing 
their own development and observations. Finally, 
several sales trainers have requested the material from 
certain sequences as a means of taking a fresh tack 
in some of their sales training sessions. 

Once you look at the sales course as a series of 
modules, it is then possible to establish sequences of 
material to attain your learning objectives. Learning 
objectives help students see the direction they are 
going in your course. 
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INTERNATIONAL MARKETING SEMINAR FOR UNIVERSITY STUDENTS AND BUSINESS PRACTIONERS 

Sian Raveed, Southern Illinois University 
Daniel C. Brenenstuhl, Arizona State University 

An International Business Seminar has been conducted suc
cessfully for the last four years and is expected to be 
taught agian in the summer of 19Rl. The purpose of the 
seminar is to provide both university students and pra
cticing businessmen a better understanding of the in
ternational marketing and international business pro
cess. International business is becoming increasingly 
important l.n today's interdependent world. Over eighty 
percent of tlw top U.S. companies are actively engaged 
in international busJness. Such diverse companies as 
General Motors, Coca Cola, IBM, American Express, and 
Gillette Company percPive f,>reign markets as being a 
key component to their future growth in sales and pro
fits. As the U.S. cost for foreign oil increases, so 
do the importance of American exports and foreign based 
profits become to this country. 

Scope of the Seminar 

The focus of this seminar is to provide the program par
llcl.pants wl t:h an op-site exposure to the business en
vlrom•mnt ;md busfnc•ss practices found outside• tlw Un
ited States. Tlw participants visit a largt'. number of 
t>conomlcally l.mp•>rlant organizations in each country 
visited. Over tlw last thrt•e years the seminar has 
stud ted husfnes,; pract lc·<•s In the Un!tPd Kingdom, tlw 
Hq>ubl !c of' ft·<•land, llolland, and Yugosiavia. fn the 
future tht• sL•m.lnar hopes to include Belgium, France, 
Guatemala, Puerto Rico, and Trinidad. Every year the 
seminar visits at least two countries, but no more than 
four. The participants need to be able to contrast be
tween countries but still stay in any one country long 
enough to get a fc.el For the commercial environment 
found tht>rP. 

In each country studied, the seminar faculty arranges 
for the participants to obtain an understanding of the 
business, economic and political environments. The types 
of business firms, the business practices, and the manage
ment education found in each country are also examined. 
Special emphasis is put on management and marketing 
policies, strategies, and organizational structures used 
for international business dealings. 

Structure of the Program 

The seminar averages two visits to organizations a day, 
five days a week, for three to five weeks, depending on 
the program. During this time, the seminar members 
participate in lecture/discussion sessions with officials 
in various private local firms, government agencies, 
management training institutions, trade unions, multi
national corporations, and local universities. Some of 
the organizations that have been visited in the past in
elude: London SchooL of f\conomics, London Stock Exchange, 
British Petrolt>um, Wedgwoorl, Vat 69 Scotch, Clark ShoeA, 
Fry Cho"olatt•, Cnterplllar Tractor, Guiness llrewery, 
Trinity Collt•ge, AllN Bank of Holland, Dutch School of 
EconomJcs, Association nf Scientific Technical and Man
agement Staff, Bank of Lubjliana, and the Alpin Furn
iture Factory of Yugoslavia. Several orientation meet
ings are held with the students before departure to 
Europe. During these meetings they are given reading 
material on thc countries being studied. The readings 
cover general. information about traveling abroad, more 
detailed nwtc·rial about some of the specific organ
izations vJs I ted. A text book on international business 
is also made• available. 
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The seminar is taught by two professors, Dr. Sion 
Raveed of Southern Illinois University at Carbondale 
and Dr. Daniel Brenestuhl of Arizona State University. 
We have found out that there are too many details to be 
attended to before and during the seminar for one pro
fessor to be able to handle effectively. Dr. Raveed is 
a marketing professor while Dr. Brenestuhl is a manage
ment professor. Having two professors with internation
al business expertise but who come from different 
specialties adds to the learning dimension of the course. 
The professors' roles are to contact and set up visits 
to the organization, recruit seminar participants, find 
the best reading materials, hold integrative discussion 
sessions and grade those participants taking the sem
inar for university credit. A pa-ticipant that pays $66 
tuition, on top of the program costs,. reads all the 
material, is active in the question and ansewer sessions, 
and writes a short sum-up paper will earn three units 
of credit. Those members who want to earn an additional 
three units must write an in-depth research paper on a 
topic related to the seminar. The units can be earned 
as either undergraduate or graduate credit. 

Seminar Promotion and Duration 

The experience of the authors is that roughly half of 
the enrollment for this program come from students who 
have had one of us for a previous course. The most ef
fective promotion for the course consists of personal 
presentations by one of the two instructors in front of 
university classes or a group of businessmen. Slides 
showing the countries to be visited, the organizations 
taking part in the seminar, and pictures of past groups 
are very helpful in promoting the seminar. A well writ
t<.>n document explaining the course, a tentative shcedule, 
the cost,,and the procedure needed to enroll in the 
course is also needed. On the other hand, a general 
mailing describing the course to hundreds of universi
ties proved to be an expensive but useful exercise. 
Posters, handing out large numbers of leaflets, and 
stories in the Univeristy student newspapers have some, 
but only marginal usefulness. Stories in local news
papers and alumni newsletters are helfpul in attracting 
businessmen. A promotional program as described above 
should be strong enough to recruit a full seminar, given 
that the cost is held down to under $2,000 for four 
weeks. It is especially successful with unversity stu
dents since they can get a low interest government 
guaranteed loan to pay for the seminar. Over the last 
four years the seminar has had 32, 35, 40 and 50 par
ticipants, respectively. Thirty to forty participants 
tend to be ideal. It provides enough members to spread 
out the course overhead but is i ~ manageable. 

During the first year of the International Business 
Seminar the overseas part of the courise lasted three 
weeks. We found this too short a period for all the 
effort and expense put into the trip. The second year 
the overseas portion lasted four weeks. The third year 
the studnets had a option of four or five weeks. We 
found four weeks to be quite adequate in length of time. 
By the end of four weeks the participants were still 
learning. The fifth week was added to accommodate those 
members that want more depth and diversity of organ
izations to be visited. 



Evaluation 

At the <•nd of <'al'h y<'ar 1 s program, sc•minar members were 
asked to anonymously evaluate the seminar as a whole 
and each organization that was "visited." The part
i"ipants have been nearly unanimous in their strongly 
positive rating of the course. Over 95% said they 
would highly recommend the seminar to their friends or 
any othl'r poll'ntlal semi.nar partl."Jpants. They have 
also rnu•d llw presentations of most organizations very 
~ i  Tid,; Is duP to th<• trem<>rHlous support our local 
I)(IStH h;lV<' giv<'ll us. Nt>arly all of the organJzutionH 
have pruv l.d<•d one to three middle to top level operating 
executives. They have tended to make presentations 
which last for one half to one and a half hours and then 
follow this with a question and answer period of one to 
two hours. These in-depth presentations have impressed 
the people taking the seminar. Less than 20% have been 
given low ratings. These are dropped from next year's 
seminar, even i.f we visit the same country. The par
ticipants often make comments. The comments tend to 
stress the importance of being immersed in the foreign 
cul tur<' as a precondition to really learning about in
ternational business practicies in that culture. It 
should not take the collapse of the dollar as a strong 
world currency to make us see the advantages of the 
United States expanding its export operations. Thus, 
the ust•fulrwss of International business oriented sem
Inars. Thc·y an· 11seful In introducing people to foreign 
business Pnvlronments, international business techniques, 
and in n·ducing th<• Pthnoct•ntrlc viewpoint of those 
Americans who arP, nr wl.ll soon be, busl.nPss managers. 
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DIMENSIONS OF CAREER CHOICE CONSIDERATIONS FOR 
MALE AND FEMALE BUSINESS STUDENTS 

John H. Summey, Southern Illinois University 
Rona I d IJ. 'l'ny lor, Southern llllnois University 

David Gourley, Arizona State University 
Edith S. Summey, Marshall University 

Introduction 

A problem facing todny's business firms is attracting 
and retal nlng the better quality graduates. An im
portant task, therefore, is to identify and make pro
vision for those students' career expectations. The 
findings 1n this research identify important career 
expectations and indicate that there are potentially 
important differences between females' and males' ex
pectations. 

In 1947 Jurgensen found that there were some disten
guishable factors which could have an influence on 
peoples job preference. In the work that followed the 
major research focused on male respondents preference 
factors typically using actual and prospective job 
applicants (Jager, 1955; Almquist, 1970; and Braunstein 
1968). It was in the SO's that research on women's 
perceptions of occupations began to appear. The first 
such studies concluded that women sought opportunities 
to be of service to others (Brayfield, 1957) while men 
preferred such factors as status, responsibility and 
Independence from authority (Bendig, 1958). Singer 
and Stefflre (1954) found that traditional male domi
nance, female dependency roles were strong factors in 
job preference criteria; the research by Wagman (Wag
man, 1965) concluded that men and women differed with 
respect to only two preference factors: men desired 
esteem and women desired social service opportunities. 
Wagman's eonclusions, however, may have been tainted by 
what .is currently called overt male ehauvinism. That 
bias is found in his statement that "obviously, to 
take a job where one can be of help to others is in
deed in keeping with what we know of faninine strivings, 
even if the competitive occupational role of women in 
our society l.s undergoing rapl.d acceleration" Brayfield, 
1957). 

The research conducted ln the 1970's began to reflect 
!>orne of the changes in feml.nl.ne expectations. Keith 
and Glass (1977) found that men and women did not dif
fer with respeet to people oriented values such as 
working with or serving others. In terms of extrinsic 
rewards he found that men placed greater importance on 
salary, social status and prestige, opportunities for 
advancement and fringe .benefits. This findl.ng was con
trary to Centers and Bugental (1966) who found that men 
and women did not differ in emphasis placed on pay and 
securJty. ALthough Keith and Glass (1977) found some 
sim:Uarltl.es in expectations among males and females, 
they conclude that their data "suggest caution in ac
cepting the existence of a ground swell of nontradi
tional work values among women. 

The changing mores of the 70's and 80's which permit or 
encourage women to work outside the home (or in the 
case of Inrlati.on may require that role .i.f life styles 
are to be rnaintal.ned) have begun to have an affect on 
women's job expectations. McLaughlin (1967) concluded 
that women have acquired work orientations similar 
to the work aspirations held by men. Strong corre
lations, however, existed between socioeconomic back
grounds and ti1ose aspirations. Women from medium and 
high social class socioeeonomic backgrounds were more 
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likely to have expectations similar to men, while those 
with lower class socioeconomic backgrounds tended to 
persue more traditional goals. 

Those women who seek non-traditional occupations appear 
to have distinctive characteristics and equally distinct 
expectations. There is research to $upport the idea 
that women in non-traditional occupations may be suf
ficiently motivated by the perceived instrinsic rewards 
available to defy standard sex role norms(Almquist, 
1970). 

In today's colleges there is an increasing trend for 
better quality female and male students to persue car
eers in the professions. The movement of those students 
away from liberal arts curriculums and into business 
school is well documented (Time, 1980). The problem 
facing the business firm attempting to attract those 
students when they graduate is the need to identify and 
make provision for the career expectations that those 
students are searching for in their first jobs. That 
information would serve two purposes. First, to at
tract the top candidates to the firm and seeond, aid 
the firm in making provisions for the students to act
ually receive the work experiences and rewards which 
they seek. The "wall of mi.sunderstanding and the first 
job" as identified by Schein (1967) is still a signif
icant factor in the high turnover of college graduates 
in their first jobs. 

The first objective of this research is to examine sali
ent ehoiee attributes of marketing as a career to de
termine whether or not there are diffe.rences 'in terms 
of male and female student's perceptions of what a mar
keting career might offer them. This aspect of the 
study is intended to update and expand on the historical 
literature on male and female expectations relative to 
career benefit expectations. 

The seeond objective of this study is to examine those 
same salient choiee criteria to determine whether or not 
there is evidence to indicate that students change their 
expectations as they progress through the formative 
freshman and sophomore years of college. During this 
period the declared business major is exposed to a var
l.ety of introductory business courses and may in the 
process clarify or perhaps shift their perceptions. 

The hypotheses for this study are derived from the above 
objectives. Those hypotheses are: 
Ho1 : There is no difference between 111ale and female 
business student's perceptions of marketing as a career 
on the three factor dimensions of freedom, growth, and 
significanee. 
Ho 2 : There is no difference between freshmen and soph
omore business student's perceptions of marketing as a 
career on the three dimensions of freedom, growth, and 
significance. 

Methodology 

The research instrument used in this study consisted of 
twelve semantic differential scales. It was originally 
developed by Summey ~  For this study the instru-



ment was used to study the 197H population of female and 
male business students at a large state university. 

TestA of hypothesls for tills study use two ~  nnalyRiH 
of varlatll't' of tile lilrL'l' ~  dlmenHions. 'I'll<• dat:J 
are also broken uown Jnto a profile• ~na i  so that 
the varl.atlon between the study groups may be obRerved. 

Results 

The results of the analysis of variance procedure are 
presenteu in Table .l. These data indicate that there 
are statistl.cally significant differences for male and 
female stud<•nLH on thl' factors of growth and signif
icance ~  pili! ~ .05). There is no significant differ
ence>, howev<'r, on tlw factor of freedom. The profile 
of mean response on each scale for males and females 
appears in Figure 1. 

The analysis o l- the <lata for freshmen and sq>homore stu
dents indicates that there is no statistically signifi
cant difference between the two groups on any of the 
three L1ctors (alphn = .05). Examination of the inter
action bc•twe<'n c ~  and sex indicates that there is no 
statistically i~ ~n  Interaction betwc•en sex and 
class (alpha= .05). The profile of the rn<•;m response 
on each Hcilll' :tppc•:trs ltl ~  2. 

TABLE 1 
ANALYSIS OF VARIANCE ON EACH FACTOR 
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The test of tlll' first hypothesis provided lnfornwtlon 
which does in fact extend the literature Jn terms of 
the female student's expectations for their job envi
roment. These students, who were sampled from across 
a ~ possible business majors were statistically equal 
to the male respondents in terms of their expectations 
for personal freedom in the job environment. On the 
dimension of growth and of significance, however, they 
exceeded the males in their expectationH on all vari
ables. In terms of personal growth 1.t appears that 
they may recognize that their opportunities for employ
ment were expanding at a greater rate than they were 
for malcA and that rewards in the form of promotion and 
pay would be present. They also recognized that the 
field would be challenging but tied to the challenge 
was the expectation of reward. 
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FIGURE 1 
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Th<! dimension of significance is interesting becau.se 1 t 
seems to indicate that the female respondent attached 
hlgh<'r Importance to their role ns business people than 
did the male8. One must be careful in nnalyz:lng this 
result to avoid nltnchi.ng traditional Atereotyped inter
pretations to this finding. Given the socinl context 
in whtch this data was collected, it would appear thnt 
the females ~  be recognizing or anticipating the in
creased opportunity to make a contribution to socJely 
in a context in which they had been excluded in the 
past. This conclusion is derived from their perceptions 
of marketing careers as being more prestigious, mean
ingful and socially relevant than it was perceived to 
be by the male respondents. 

The second hypothesis test on academic class indicates 
that there is a high degree of consistency at this 
point in time in terms of students expectations once 
they arrive at college. The absence of shifts over 
time in perceptions and the absence of interaction be
tween sex and academic class indicate that male and 
female expectations are paralleling each other with 
the females perceptions being somewhat more favorable 



in terms of their expectations than are the males. 

Conclusions 

Firms seeking to recruit business students, both fe
male and male, need to be aware of the aspects of po
tential c:areer which students evaluate and to which they 
attach importance when they evaluate a job opportunity. 
It is partic:ulariy important that they are aware of 
these crtterla and thelr ·importance when dealing with 
female candidates. If employers attempt to attract the 
latter using outdated notions of female's intentions 
and desires relative to what they expect to receive or 
achieve within the job environment, they are merely 
fueling the expensive fire of rapid turnover of first 
job employees. lt is important that prospective em
ployers use criteri.a such as those developed for this 
study in putting together the promotional materials 
that will be used to attract college students to seek 
employment at their firms. It is more important, how
ever, that steps be taken to insure that the expectations 
expressed by these candidates are realized in the job 
environment that the promotional materials promised. 
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THE fMPORTANCE OF CONSUMER BEHAVIOR COMPARED TO OTHER BUSINESS COURSES 

c. Glenn Wnl ~  Southern 'Illinois University 
Ronald D. Taylor, Southern Illinois University 

Donald Perry, Southern Illinois University 

Twenty years ago consumer behavior was a new idea in the 
marketing curriculum of American colleges. Since them 
the course has increased in popularity. This propensity 
to install a eonsumer behavior course has paralleled the 
acceptanell, by ~ a  and practitioners, of consumer 
orientation, Le., the consumer must be satisfied at a 
profit. One assumes that as the consumer behavior 
course increased in popularity within marketing depart
ments that the attitude of educators toward its relative 
importance would change. As a matter of fact, one re
sult appears dependent upon the other. 

The assumption is that consumer behavior is perceived 
more favorably, compared to other marketing and business 
courses, since its general popularity has increased. 
Specifically, the hypothesis under investigation in 
this study is that: 

1. The consumer behavior course is perceived 
as more important by marketing professors 
than typical business core courses. 

2. The consumer behavior course is perceived 
by marketing professors as more important 
than typical marketing core courses. 

3. The rank of the respondent affect the 
percept·ion of consumer behavior relative 
to "ot:her" business core and marketing 
courses. 

Methodology and Sample Composition 

A three-page questionnaire was developed with testing 
and refining being done at a large midwest university. 
A total of 490 questionnaires were sent out to every 
seventh marketing professor, by schools, from the roles 
of the American Marketing Association. No schools were 
duplicatt>d In Hample. ~  of the professors ehosen re
ceived Lhe <JIIl'Rllonnaire along wllh a eover letter re
questing thetr purticipation. Neither prior notifi
cation of Utl' r·ecL•ipt of a questionnaire, nor follow-
up letters were used. Nine of the 490 questionnaires 
were returned'as undeliverable. Of the remaining 481 
questionnaires, a total of 153 usable ones were re
turned; this represents 30.81 percent of the total. 

Table 1 contains a summary of the composition of the 
sample. Professors and Associate Professors accounted 
for 68 percent of the respondents. These two categories 
were evenly divided in the sample. As might be expected 
instructors did not constitute a large group. Res
pondents were about evenly divided among the regions. 
Given national population distribution, this result 
was expected. The northeast was less represented than 
one might expect based on population figures. More re
spondents came from schools of less than 5,000 than from 
other groups. Schools from 5,000-15,000 comprised 41.89 
percent of tlw sample and schools above 1.5,000 comprised 
24.27 pereent of the total. The respondents were about 
evenly divided between MCSH and non-AACSB schools. 
All in all, the sample appears reasonably representative 
of the general population of university teachers in the 
United States. 
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TABLE 1 

COMPOSITION OF THE SAMPLE 

Number % 

Rank of Respondents 

Professor 52 34.0 
Associate Professor 52 34.0 
Assistant Professor 42 27.4 
Instructor 7 4.6 
Totals 153 100.0 

Geographic Location of 
Respondents 

Northeast 2.8 18.3 
Midwest 49 32.0 
Southeast 36 23.5 
Southwest 20 13.1 
West 18 11.8 
Non-responses 2 1.3 
Totals 153 100.0 

Respondents by Size of School 

Less than 5,000 52 34.0 
5,000 to 10,000 36 23.5 
10,000 to 15,000 28 18.3 
15,000 to 20,000 16 10.5 
Over 20,000 21 13.7 
Totals 153 100.0 

AACSB Accredited and Non-
Accredited Schools 

AACSB Accredited 72 47.1 
Not AACSB Accredited 77 50.3 
Non-responses _l!_ 2 •. 6 
Totals 153 100.0 

Result of the Study 

Table contains a comparison of the attitudes of mar
keting educators toward the consumer course relative 
to courses that are typically within the business core. 
A chi-square test was done to compare significance of 
responses. Nine of the seventeen courses were found 
to be statistically more important than comsumer be
havior. Five of the courses were found to be of ap
proximately equal importance as the consumer behavior 
course. The remaining three courses were judged to 
have less importance than consumer behavior. 

In general, courses that are basic or introductory 
within fields were considered to be more important than 
consumer behavior. A notable example is business 
policy; it is a capstone course and its perceived im
portance is understandable. Thus the evidence does not 
support the hypothesis that marketers perceive consumer 
behavior as more important than typical core courses. 
However, the evidence does strongly support that a 
change in attitude is taking place amorig marketing ed
ucators. Marketers considered consumer behavior as 



TABLE 2 

M ~ 3EKAVIOR COMPAR::O TO TYPICAL SU5lNESS CORE COURSES 

Importance of Consumtl" Behavior Re11t1vt 
To tht Comptrtd Couru 

Mort AL.out th• Sut LIIS 
x2 
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important as or more important than 47 percent of all 
business core courses. Yet, consumer behavior is not 
typically a core course. It is perhaps fair to say 
that many marketers would like to see consumer behavior 
included in the busi.ness core. 

Table 3 contains a comparl.son of the importance of the 
consumer bchavl.or course to other typical marketing core 
courses. Chi-square tests were used to test significance. 
Only two courses, principles of marketing and marketing 
research, were deemed by marketers to be more important 
than consumer behavior. While the marketing policy 
course was considered approximately the equal of con
sumer behavior, all other courses were found to be less 
important. Thus, consumer behavior has become one of 
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most important courses in the minds of marketers. This 
fact is reflected in the findings that 76.5 percent 
of all schools surveyed had a consumer course in the 
marketing department. However, only 3.2 percent of the 
schools required students to take this course. In 
any event, the second hypothesis is supported, and 
marketers today certainly have a most favorable at
titude toward the consumer behavior course. 

The importance of consumer behavior compared to the 
business core by academic rank of the respondents is 
shown in Table 4. Two courses, principles of ac
counting and marketing research were found to be ev
aluated statistically different among the various 
academic ranks. The lower academic ranks, which pre
sumably are younger professors, gave more relative im
portance to the consumer behavior course compared to 
statistics and accounting; than did the older profes
sors. This finding probably reflects the fact that 
there was a definite trend, percentagewise, for lower 
academic ranks to evaluate consumer behavior more favor
ably. This tendency follows through all core courses. 
These facts support the third hypothesis that academic 
rank affect the professor's attitude toward consumer 
behavior. If the trend follows it is even more 
favorably perceived in the future. 

Table 5 shows the results of the comparison of the 
consumer behavior course to other marketing core 
courses by the academic rank of the respondent. Two 
courses, marketing research and logistics, were found 
to exhibit statistically significant differences. 
Both of these courses were rated by lower academic 
ranks to be of comparatively less importance than con
sumer behavi.or. Again, there was a trend for younger 
professors to comparatively rate consumer behavior 
higher than did the senior professors, and they also 
lend credence to the third hypothesis. 

The importance of consumer behavior ~e a i e to cours.;,s 
f,p the business core (broken down by the size of 
school represented) is shown in Table 6. Five courses, 
data processing, organizational management> report and 
letter writing, principles of marketing, and money and 
banking, were all found to be ranked statistically 
different between the school sizes. Smaller schools 
indicated that these courses were comparatively more 
important than consumer behavior. In general, there 
was a trend for smaller schools to place relatively 
less importance on consumer behavior than did the 
larger schools. This tends to support the third 
hypothesis that school size affects the perception of 
consumer behavior. The reason may be that smaller 
schools are more technique and less consumer oriented 
than larger schools. It may also be that smaller schools, 
that teach fewer courses, consider consumer behavior 
a luxury course to be taught only when the more trad
itional marketing courses have been covered. 

Implications and Conclusions 

The consumer behavior course has come a long way in 
twenty years. If the perceived importance of the 
course when compared to other courses, is an indicator, 
then consumer behavior will continue-to grow in 
adoptions and enrollments. This study found that mar
keting educators considered the consumer behavior 
course to be at least as important a1 nearly half of 
the courses that are typcially found in the business 
core. Certainly on the basis of this finding there 
could be a strong argument rssied for the inclusion of 
the consumer behavior course in the business core. 
This action would be consistent with the marketing con
cept, as the business school implementation of this 
philosophy should logically have the requirement of 
a consumer bhavior course for all business students. 
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fessor s to vi ew consumer behavior more favorably than 
their older counterparts. This is not overly sur pris ing 
as the younger professors are more likely to have had 
greater exposur e to the course as it has probably been 
an in t egral part of their educational experience. Thus 
the course should r eceive mo re support a s the assistant 
professors of today move up in rank and become more 
i mportant within their schools . 
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~  VS. INFREQUENT FLYERS: 
AN EXAMPLE OF PERCEPTUAL SEGMENTATION 

Dub Ashton, University of Denver 

Abstract 

The Airline. Deregulation Act of 1978 has provided 
impetus for airline industry competitors to become 
more consumer oriented rather than product oriented. 
Central to the issue of competitor positioning are 
perceptual configurations of consumer segments 
relative to carrier service attributes. Utilizing 
se.rvice attributes via consumer consciousness, 
competitors may define more accurately their positions 
in the market place as well as providing for the 
development of effective attribute related marketing 
policy. 

Introduction 

The Airline Deregulat:l.on Act of 1978 has created an 
emerging marke.t environment that has witnessed a 
strong focus upon compe.titive strengths among industry 
participants (Kle.m, 1978; Loving, 1977). More 
spe.c.ificnlly, provisions of the De.regulation Act 
est11blish more free.dom for participants rt'lative. to 
pricing, routing, and sche.duling, and substantially 
impnct upon ft'deral subsidy programs (Loving, 1977). 
Then•fort', th<> eRtablishment of policy related 
altE'ratinnR in corporate marketing will likE'ly 
prE'vatl. 

Under the provisions of tht> FedE'ral Aviation Act of 
1958, industry compt'titors have. been subjE'.ct to 
tariffs and transport ratt'.s of persons, cargo, and 
mail as well as consolidation, merger and acquisition 
controls. However, the emerging environme.nt is one 
of relnxation and eventual independence from Civil 
Aeronautics Board controls. As such, each competitor 
will tend to establish marketing policy and programs 
that will sustain current positions and/or provide 
for growth. 

It is conceivable that industry competitors may 
become more consumer oriented as a result of this 
legislation (Narodick, 1972; Narodick, 1972). As 
such, consumer perceptions in the form of attention, 
exposure, and interpretation of competitor information 
is central to (l) comprehending competitive rnarke.t 
position and (2) developing strategy programs directed 
at capitalizing upon identified consumer di"fferences 
(Hawkins, 1980; Klem, 1978). Moreover, perceptual 
readiness of consumers may vary such that some flyer 
groups wilL likely possess preferences as a result of 
many air travel experiences when•as other groups will 
have poorly ... stablished <.>valuativE' crite.ria upon 
which a choice may occur (BrunE'.r, 195 7). The.reforE'., 
J t becomt's important that marketing managers of 
industry c.ompt>titors assist consumers in categorizing 
available competitive sE'rvice information such that 
pffpc.t:lvt> position of individual c.arriers may rE'sult 
(Joyc,,., 1966). Inasmuch as consumers tend to interpret 
stimuli consistently with expectations, it becomes 
obvious that airline marketing must establish a frame 
of referfi'.nce for the consuming public relative to 
tht' critt'ria utilized in an evaluative process. 

This paper addrt'SSt's the qu<•stion: What attributes 
are rt'lat .. rl to consumPr t'Valuation of airline industry 
c.ompPtitors and can those attributes be useful in 
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subdividing the global market? It is herein assumed 
that the air travel market is a heterogeneous market 
and that the heterogeneous market can be subdivided 
with regard to life-style covariates relating consumer 
consciousness to carrier service attributes. 

Methodology 

Stapleton International Airport in Denver, Colorado 
was selected as the sample frame for the study herein 
reported. Stapleton International is served by 
trunk, regional, and local carriers and provides a 
major access and exchange point for eastern and 
western bound flyers. 

Ninety-nine travelers were randomly selected in 
November, 1979 for participation in a 26 minute 
personal interview. Time-of-day and day-of-week were 
randomized to control for traveler bias. Moreover, 
location of interview was also randomized in an 
effort to control for carrier selection bias. 

Each respondent was requesterl to explain the purpose 
of his or her major reason for travel thus providing 
for the subdivision of the total sample into fre
quently versus infrequently oriented flyers. Moreover, 
each respondent was requested to respond to psycho
graphic statements relating to the following focus 
group generated attributes utilized in air carrier 
selection: (l) price consciousness, (2) pilot involve
ment consciousness, (3) food service consciousness, 
(4) stewardess consciousness, (5) schedule conscious
ness, (6) reservation consciousness, (7) promptness 
consciousness, (8) baggage handling consciousness, 
(9) terminal service consciousness, (10) comfort 
consciousness, (11) beverage service consciousness, 
(12) travel agent consciousness, and (13) advertising 
consciousness. Demographic characteristics including 
sex, age, marital status, education, occupation, and 
income were also recorded. 

Analysis of the data was a i e~ in two steps: 
(1) First, the data were subdivided into frequent and 
infrequent flyer groups and a frequency distribution 
analysis resulting in measures of central tendency 
and dispersion was performed. 
(2) Secondly, the data were analyzed via a hierarchial 
clustering utilizing minimun Euclidean distance as 
the linkage measure. 

Results 

Table I exhibits the. results of a split-half reli
ability analysis of the thirteen life-style covariates 
utilized in this study. Split-half coefficients 
ranging from .581 (comfort consciousness) to .880 
(beverage service consciousness) indicate relatively 
reliable measurement of the covariates. Table II 
represents central tendency and dispersion measures 
relating to the covariates. Casual observation 
suggests that differences between frequent and infre
quent flyers do exist on the variables of interest. 

Figure I represents the graphic result of a hierar
chial clustering of airline passenger life-style 



TABLE I 

LIFE-STYLE CONSTRUCTS, SAMPLE STATEMENTS, NUMBER OF SCALES IN EACH CONSTRUCT, AND 
~  RELIABILITY COEFFICIENTS FOR A SAMPLE OF 99 AIR TRAVELERS 

l.lfll-Style 
Con11tnH:lH 

Price Conscious 

Pilot Involvement Conscious 

Food Service Conscious 

Stewardess Conscious 

Schedule Conscious 

Reservation Service Conscious 

Promptness Conscious 

Ba1:gage Jlunullng Conscious 

Terminal Service Conscious 

Comfort Conscious 

Jleverage Service Conscious 

Travel Agent Oriented 

Advertising Conscious 

Sample Statement 

Price :Ls the most important factor in selecting 
an airline. 

I like to hear the pilot talk to passengers 
while the airplane is in flight. 

I always want to be served a meal when I fly. 

I select airlines for travel because of their 
stewardesses. 

I will select an airline because of its convenient 
schedule. 

I always use an airline reservation service when 
making air travel plans. 

On-time service is the most important factor in my 
selection of an airline. 

Baggage handling is the most important factor in my 
selection of an airline. 

I like to be met by a gate agent when I am changing 
flights at the airport. 

Aircraft comfort is the most imortant factor in my 
selection of an air carrier. 

I like to have beverage service on every flight I take. 

Travel agents always suggest the best air carriers 
for their customers. 

I like to fly on those airlines for which I have seen 
a e i in ~  

TABLE II 

Number 
of 

Scales 

4 

3 

4 

3 

4 

4 

4 

4 

3 

3 

4 

4 

3 

Split
llalf 

.769 

.595 

• 798 

.677 

.834 

.835 

.607 

.762 

.734 

.581 

.880 

.810 

.664 

MEANS, STANDARD DEVIATIONS AND RANGES OF LIFE-STYLE COVARIATES OF TOTAL SAMPLE, FREQUENT FLYER SAMPLE, 
AND INFREQUENT FLYER SAMPLE 

1.1 fe-Styl e Total_Sample (n•99) Frequent (n•55) Infrequent (n•44) 
Govarlatcs Standard Range Standard Range Standard ltange 

Mean Deviation Min Max M~an Deviation Min Max Mean Ueviation Min Max 

Price Conscious 15.76 4.23 6 24 13.45 3. 71 6 24 18.43 3.06 10 24 

PUot Involvement Conscious 11.91 2. 73 5 17 11.60 2.74 5 16 12.30 2.69 6 17 

Food Service Conscious 13.90 3.74 7 24 13.31 3.82 8 24 14.64 3.54 7 20 

Stewardess Conscious 7.74 2.66 4 15 7.46 2.53 4 14 8.09 2.80 4 15 

Schedule Conscious 18.79 3.19 12 24 20.00 2.70 13 24 17.27 3.12 12 24 

Reservation Conscious 16.10 4.41 5 24 15.27 4.85 5 22 17.14 3.58 7 24 

Promptness Conscious 15.94 2. 72 7 23 16.58 2.65 10 23 15.14 2.61 7 21 

Baggage Jlandling Conscious 13.94 3.50 6 21 14.02 3.96 6 21 13.84 2.87 8 19 

Terminal Service Conscious 11.43 2.65 5 17 12.11 2.62 6 17 10.59 2.45 5 15 

Comfort Conscious 12.01 2.38 6 17 12.31 2.41 6 17 11.64 2.32 6 17 

Beverage Conscious 14.77 4.53 4 24 14.11 4.14 6 20 15.59 4.90 4 24 

Travel Agent Oriented 15.50 4.43 7 24 16.07 4.45 7 24 14.77 4.34 9 23 

Advertising Conscious 8.04 2.58 3 14 7.29 2.34 3 12 8.98 2.57 3 14 
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c.ovariates. Two grand clusters are derived that 
providt> evidt>nce of at least two possible. market 

positioning strategit>s: (1) the inflight service 
relaterl flyer and (2) the convenience/ground service 

related flyer. 

Price is t>xhibited as tht> primary clustering variable 

in Grand Cluster A. Inasumch as price tends to be 

heavily utilized by underinformed consumers to 
evaluate product or st>rvict> quality, it is concluded 
that this cluster may describt>. basic life-style. 
attributi1'S of the infrt>.quent or casual flyer. 

Two a ia ~ commonly intt>rrelated as evaluative 
criteria are food st>rvict> and bevt>rage service. 
Grand Clustt>r A t>xhibits these variables as being 
closely int .. rr .. .lated with 11'ach other as well as being 

interrelated with stewardess service and advertising 
consciousness. Collectively, these four variables 
providt> criteria that may tend to support casual 

flyer pe.rceptions of an air carrier. That is, the 

infrequent flye.r may tend to evaluate the perceived 
quality of air carrit>r services by food and bevt>rage 

services as supported through inflight stewardess 
services. These three criteria may well support 
service relaten information acquired through secondary 

(i.e., promotional) sources. 

Although pilot involvement and reservation services 

are weaker components of Grand Cluste.r A, it is 
conclud ... d that because both of these variables are 
descriptive of travel arrangt>me.nt and inflight support 

servict"s, the casual flyer may utilize. these criteria 

as a means of carrier servict> evaluation. Inasmuch 
as infrequent flyers te.nd to arrange personal flight 

plans via carrier reservation services, reservation 

servict" related attributes (e.g., telephone waiting 

timt>, telephone personnel, ticket mail services, 
credit card acceptance, etc.) provide worthwhile 
inputs to carrier evaluation. Moreover, inflight 
pilot involvement with passengers through travel 

rt>.lated information describing destination times, 
altitudes, weather, points of interest, etc., may 
providt' t>valuative inputs as an interpre.tation of 
gent>.ral conce.rn for passe.ngers or hospitality of the 

air carrit>.r. 

Whereas the infrequent flyer may tend to utilize 
inflight service attributes as evaluative criteria, 
frequt>nt flye.rs may tend to utilize goal related 

attributes to evaluate air carriers; that is, those 
attributes that support the realization of flight 
related goals become paramount in importance. Inasmuch 
as the frequent flyt>r tends to be. a business passenger 

with bus.Lness related goals, service attributes that 
re.late. to cnnvt>nil".nce, spet'.d of S(>rvice, and re.gular

ity of sli'rvice tend to bli'ccrne primary attributt>.s in 

carrier selt>c t ion. Figure I r<"prli'sents schedule, 
promptness, baggagli' handling, comfort, terminal, and 

travel ag<"nt servic<"S consciousnli'ss as ce.ntral e.lements 
of Grand Cluster B. Common among fre.quent flye.rs is 
the selo.>.ction of an air carrier because of schedule 

availahUity. Mort>over, c.onvt>.nienco.>. for this passen
ge.r may be d£,scribed in terms of promptness and 
baggage handling as thesli' relatt> to and interact with 

carrit>r scho.>duling. 

Comfort, tt'.rminal servic.es, and travel ag<"nt servicli's 

provide additional evaluative criteria for frequent 

flyers. Wherli'as the infrequent flyer may have too 
few exp.,rie.nces to discriminate among several carriers, 

the frequent flyer's exposure to several carriers 
with somewhat regular occurances may support his 
establishing preferences for carriers relating to 

comfort and terminal services. Finally, he may tend 
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to rely upon travel agent services to maximize the 
convenience or minimize the displeasure of arranging 
pe.rsonal flight plans. 

FIGURE I 

HIERARCHIAL CLUSTERING OF LIFE-STYLE COVARIATES OF 
AIR PASSENGERS (n • 99) 
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Figure II exhibits average responses on the thirteen 
life-style covariate& of frequent and infrequent 
flyers. Graphic explication seemingly supports the 

proposition that infrequent flyers tend to be more 
inflight service conscious and frequent flyers tend 

to be more convenience or speed of service conscious. 

FIGURE II 

AVERAGE RESPONSE OF FREQUENT AND INFREQUENT FLYERS 
ON LIFE-STYLE COVERIATES 
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Conclusions 

Subdividing markets into somewhat homogeneous sub
markets is a strategy useful to consumer service 
related industries. The airline industry, as a 
result of the. Deregulation Act of 1978, will likely 
attempt to refine its merchandising methods while 
individual corporate competitors will likely attempt 

to redefine their markets and marketing policy. 

Two major air travel markets may be described as a 
result of frequency utilization of industry/carrier 

related services; that is, (1) frequent flyers and 
(2) infrequent flyers. Although it may be difficult 

to provide a very specific description of either 
market in demographic terms, a description is possible 

via differences in life-style orientations. 



The results herein reported utilized hierarchial 
clustering to identify life-style covariates of 
infrequent and frequent flyers. The following 
do.>scriptions are suggested by the results: 

(l) Infrequ,>nt flyo.>rs: This consumer type tends to 
bo.> inf light service consc lous. He to.>nds to utilize 
those services that may impact upon the relative 
t>njoymo.>nt of his air travel related behavior to 
evaluat*" carrie>rs. He. may tend to utilize inflight 
servic"' attrlhut"'s as a c.onfirmation of information 
d"'rived from st>condary, non-pe>.rsonal sources. Further
more, an <>valuation of hospitality or ge.ne>ral conc .. rn 

for pass<>ngers may rc>sult from stewardess services 
and pilot related involvement. 

(2) Fr<>quent flye.rs: This consumer typt> tends to 
u til iz<> convenit>nc .. / spt>t>d of servict> rt>lated attributes 
in his <"valuation and selection of an air carrier. 
Scheduling is predominant in his store of values as a 
selection criterion. Also, promptness and baggage 
handling servic<>s tend to be utilized in air carrier 
selection confirmation. Inasmuch as this consumer 
type like.ly has many competitive experiences, he will 
likely d .. velop preferences that include comfort and 
tenninal services as criteria. Finally, the frequent 
flyer will likely utilize travel agency services to 
facilitate air travel planning. 

The results of this study are descriptive and should 
not be intt>rpr<>ted as conclusive. However, it is 
condudt>d that 1 i ft>-styl<> profiling of airline travel
ers will likely provide for e.fficlency and effective.
ness in the .. stablishment of policy related issues on 
market d .. finition and marketing stratt>.gie.s of industry 
cornp .. titors. 
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WOMEN COMPRISE UNLIMITED SALES TALENT POOL BUT NEED SPECIAL LEADERSHIP 

Robert N. Cart(•r, SouthweRt Texas State University 

Abstract 

One can construct a n~ hypothesis that women can 
he highly succt·ssful as industrial sales representa
tives provided thnt tl"'Y nre placed in an env·lronment 
whieh contains ann~e en  that is aware of the poten
tial of this pool of labor, sensitive to special prob
lemg that are encountered in plaeing women in indust
rial sales jobs, and determined to provide an adequate 
and proper situation in which the woman has at least 
a fair and honest chance of succeeding. The content 
of this paper therefore, shall be organized to argue 
in favor of this hypothesis. This position shall be 
justified by referring to four kinds of information: 
~ en  in the employment of women in organizations, 
especially as industrial sales representatives; 
applied case histories and primary research discov
eries; environmental and interpersonal barriers im
peding the success of women in organizations; finally, 
!:l.P.r..!.i:.'::._:'ltio_n__,-: by management which can enhance the 
success accomplishment of the worker. 

Current Trends 

All available evidence, (Reha, 1979; Schien, 1978; 
Slater, 1978) and it is plentiful, Hluminntes and con
firmA the fact that political events, legal judgments, 
and social evolution in general have made it inevit
able thnt women will pursue and he accepted into lea
dershf p ro l.t•s In organizations and morP eApecial ly in
to mnnngem<>nt. Pressures (Business Week, 197H; <men 
Observer, I 979) which nl ready are substantial and have 
wtdeHprl'<H.l sourees Inc ludlng varl.ous Hoc l.al groups, 

associations, municipal and federal government, and 
education, to c.nploy large numbers of women and to 
establish goals and fulfill quotas of this so called 
minor[ ty group wiLL cont i.nue and are likely to acquire 
add 1 t Lon;tl soc Lll and r i n;mc I a] support. The M·IJ.wau
kee based consu I ling firm of Ilarnhi 11-Hayes, Tnc., 
reported in Jn.<l_u.:_;_L_r_y_!J_e_t:_!<_ the results of ]00 business 
leaderti' op.[nfnns about the Future of women in manage
ment, and wh!J <' this group felt positive regarding 
women's chnncl'S nf break in~ tnto senior manngement, 
tl1P single JtKlsl important finding in the study was 
there is n crucial lnck of candidates, (Industry Week, 
1979). There are many individual indications however 
that this trend is changing, beginning at the heart of 
the labor force where more and more women are entering 
with a career orientation, and the double income 
household is commom place. Slater (1978) and Reha 
(1979) studied trends in the labor force and in busi
ness school preparation of women studying management 
and reported some en i~ enin  discoveries. Between 
1966 and 1975, Slater reported, over 6 million workers 
entered the labor force and that over half of these 
were women, and two-th-Lrds of the increase in female 
employment was in whlte collar jobs. Of all profes
sional and technical jobs, women held 43 percent in 
1977 <11though n very large proportion of these were 
employed as hank officers or financial managers, rest
aurant managers, and sales department heads. Most of 
the gains in administration were located in sc] 1ools, 
mainly elementnry and secondary. Sizable gains by wo
men were made as real estate agents and brokerA and as 
sales representatives at the wholesale level. 
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Women (Biles, 1978) account for 51 percent of the pop
ulation of the United States, 40 percent of the work
force is women, and there are about 40 million women 
at work in the United States at the current time. 
Only about 6 percent of these however, occupy manage
ment or administrative jobs and three fourths are con
centrated in the traditional "female professions" of 
secretary-stenographer, household worker bookkeeper 
elementary school teacher, and waitress.' The needs ' 
for workers in many of these jobs is growing weaker, 
thus forcing women to seek other occupational types of 
careers. Cooresponding to a falling birth rate, de
mand for elementary school teachers has regressed and 
stabilized. Advancing technology is also affecting 
the demand for women in clerical types of work. Read 
(1979) reported that 1 1/2 million clerical jobs 
could disappear during this decade as a result of word 
processors, new communicating systems, desk top com
puters, and facimile machines. The banking and insur
ance industries may also be affected significantly by 
office automation where the current 600,000 women 
workers could be reduced by the eradication of 180,000 
Jobs in ten years. The retail trade and manufacturing 
sector will also feel the effect of automation in ty
pical women's jobs. Computerized eheck-out systems 
and automatic price scanning methods are estimated to 
take away 300,000 jobs by 1990, and the number of this 
type of job in manufacturing fell from about 3 million 
i.n 1971 to 2.1 mi.llion in 1978, and this trend is ex
pected to strengthen. 

Reha (1979) di.sclosed that 42 percent of all people in 
college is women, that the number of women enrolli.ng 
in colleges and universities is increasing faster than 
that of men, and that in the number of traditional col
lege age students, 18 to 21, enrollment fi.gures were 
about equal for men and women for the first time in 
1977. The popularity with women of the Master of 
Business Administration program is on the rise too: 
the percentage of female MBA students doubled from 7 
to 15 percent during the period of 1972 to 1975 and 
during the 1976-1977 school year, 21 percent of MBA 
students were women. 

Reha also surveyed deans and administrators of schools 
of commerce and business administration in Canada and 
the United States to find out how the curricula, pro
grams, and courses were being changed and developed to 
serve the continuing influx of women into formal high
er education. Deans' and administrators' responses 
varied regarding the need for special treatment of this 
group. Some said women encounter different problems 
than men do in the business world and therefore schools 
should have women in management courses; others said 
that this group needs special attention and accomoda
tions but that the need can be met by integrating sub
ject matter into existing courses, and a final opinion 
was that no special considerations were necessary be
cause men and women need the same training to compete 
equally in the businesg world, These respondents re
vealed the fact that fifty percent either offer or 
plan to offer specific courses or programs dealing ex
clusively or partially with the unique needs of pro
blems of women in management. 



Proven EffActivPness 

Tlw lllll><t lnHplrlng rc'IIHnn t!Jnt mnnnf'.l'nll'nt linH when cnn
sidering the <'mp.lnyment of women as snles representa
tives Is the fact that many recognized companies have 
clearly established that this labor resource can be 
put to work with substantial assurance that performance 
will be competitive and satisfactory. These companies 
have substantiated the fundamental facts that women 
possess the appropriate aptitudes, attitudes, and in
tellectual and physical resources required for signi
ficant accomplishment as industrial sales representa
tives. 

Computer Sciences Corporation of El Segundo, Califor
nia, had a total of four women marketing and customer 
services representatives in 1973. Five years later, 
however, one of its sales divisions employed 50 women 
on a 200 person staff. The Xerox Company hired over 
1,200 people for sales jobs in 1977 and 419 of them, 
31 percent, were women. International Business Ma
chines has doubled its female sales force since 1974. 
The percentage of women selling life insurance in
creased from 2 percent of all life insurance sales 
people in 1971 to 12 percent in 1978. The Aluminum 
Company of America has a 190 person sales force and 10 
percent are women. A recent study of the chemical and 
printing industries showed that 14 companies employed 
36 saleswomen in 1972. In the same industries, 43 co
mpanies employed 402 female industrial representatives 
six years later, an increase of over 1,100 percent 

a ~  1980). D. D. Miller, Board Chairman of Rum
r.Ul-Hoyt, Tnc., of Rochester, New York, believes that 
women an' often lnherently better sales repref!entatives 
than rnc•n. Speak lng at a meeting of the Amer lean Bufl
lness l'ress, he sa:Ld, "Women are often better prepared, 
far more organized, and do far better follow-up jobs, 
and think a lot faster on their feet than do their 
male counterparts. To women representatives, a sales 
call is an opportunity, not a duty." Miller continued 
to praise the talent of the female in the selling job. 
"They come :in with ideas, not .iust numbers and compar
isons. 1:hey want to talk first about the client and 
his n e n ~ opportunities and how their publication 
[ lts Jn, rathc'r than simply talking about the publica
tion ltHelf and Jctt:Jng you make the transit:l.on for 
yourself" (Carter, 1980). A Los Angeles personnel re
cruiter claims women to be "better organized and more 
emphatic than men are" (Wall Street Journal, 1978). 
There is also laboratory evidence that women are equal 
to men Jn thls .ioh. In a survey of 3,000 members of 
the Sales Executive Club of New York, responding sales 
managers snid they found that women tend to follow 
through on projects better than men, exhibit a better 
attitude, and are superior to men in reliability and 
creativity (Howard, 1978). Robinson and Hackett found 
no significant differences in the competency of sales
women and salesmen in their research as reported in 
Sales and Marketing Management (1977). Perhaps Chris
tine Strittmatter, once a sales representative for 
Wang Laboratories :in the Washington-Baltimore-Phila
delphia area and now the manager of the three metro 
markets with a staff of 21 people, including 7 male 
and 3 female sales representatives and a quota of 2 
million plus dollars, sums it up best. She says, "I've 
had men salesmen and women salesmen working for me •.. 
you're dealing with individuals and some can sell and 
some can't" (lloward, 1978). 
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Role Hodeling and Sex Stereotyping: 
Powerful Barriers to Suecesa 

Shapiro, Haseltine, and Rowe (1978) studied the influ
ence of role models and mentors or coaches in profes
sional schools and propose that role modeling offers 
no panacea and may indeed be counterproductive while 
the concept of mentors is clearly a variable in suc
cess. Women often assume that the female role model 
is a cornerstone variable in the successful resolution 
of professional identity and feminine self concept for 
the female professional in male dominated professions. 
Research findings, however, depict the actual situa
tion more clearly and show that partial role modeling 
is the more accurate assessment of the act. Indeed, 
these researchers reason that the ~  for the ideal 
role model, one that uniquely embodies the attributes, 
achievements, and characteristics that the young fe
male professional wishes for herself is hopeless, 
filled with unattainable expectations and void of gra
tifications for ambitions. Role models are insuffi
cient for gaining leadership, authority, and power 
within the organization. 

Shapiro, Haseltine, and Rowe (1978) propose that the 
concept of the mentor is definitely a crucial factor 
in the upward progress and mobility of the young pro
fessional woman, especially at the sensitive "screen
ing" or "filter" points in the progression pathway 
where the perception of and trust in the woman's com
petence and compatability are the acute elements of 
her evaluation. Further research is needed to clarify 
the process by which mentors are identified and se
lected. It appears that the process is not democratic 
nnd is apparently directly related to gender, social 
class, and race. Additional investigation into the 
concept of mentors and mentorship may be productive i.n 
refining the procedures directed at bringing women in
to positions of middle and upper management. 

Sex role stereotyping is one of the largest blockades 
standing in the way of women's success attainment, and 
the evidence surfaces in the forms of perceived values 
of women, job placement, and interpersonal relations, 
including supervision, all of which contribute heavily 
to stalling a woman's progress. Schien (1978) noted 
that successful managers and men in general were per
ceived to possess characteristics of leadership abil:!.ty, 
competitiveness, self-confidence, objectivity, aggres
siveness, forcefulness, being ambitious and desirous 
of responsibility whereas women were perceived not to 
have these characteristics. This study determined that 
both male and female subjects believed that to "think 
management" meant and required one to "think male." 
Wells (1979) and Schien (1978) have carefully documen
ted the effect in job placement and job assignments of 
the sex stereotyping of women. Women are likely to be 
placed in staff type jobs because they are viewed as 
more humanitarian, helpful, and sincere to others. In 
and of itself, this process seems perfectly reasonable 
and harmless. But this is only on the surface. With 
closer investigation, one recognizes that these kinds 
of jobs are dead end jobs and not only do they fail to 
provide upward mobility paths, they require skills 
which are generally repetitive and exclude the privi
lege of acquiring the necessary upgrading skills if 
the woman is to move into higher levels of responsi
bility. 



Certain data suggest that evidence of this cultural bi
as surfaces in time taken in average non-working acti
vities in an eight hour shift and in rates of hourly 
pay, especially when the pay rate is adjusted for non
working activities. Wells (1979) reported that men 
spent an average of 11 percent or 52 minutes of each 
paid work day in non-work activities. A $7.00 an hour 
wage became $8.48 when adjusted for non-work activity 
time. Women however, due to the nature of their jobs, 
which allows closer supervision, spen 8 percent or 35 
minutes of the regular 8 hour work day in non-work ac
tivities. Adjusted wages for the female were $4.86 
based on a $4.30 an hour wage base. This study sug
gests tl111 t women expend 11.3 percent more effort than 
men during the tlme each is involved ln work activities. 

Surprisingly to some managers who feel that setting 
quotas is the proper way to introduce women into their 
work n~  quota management breeds tokeni.sm whIch is 
usually a path to a certain [atal ruturc in the usc of 
women In prnfPsslonal .Johs, and Is unqtwstionahly true 
when appll<•d to snl.t•s n•pn•scntatl.vc typPs of .Jobs. 
One may assume, as lws the author, that the or lgina
tors or LhL· I den of starr lng hy quota, who an· of 
course lwaurc:tucrat.s with <I high proh:thli.Ity of little 
hands on knowledgt• of this kind of highly Hpeciall.zed 
work, intended only progressive and positive results 
with the creation nf the quota. As usual, however, 
the mort• government gets involved in free enterprise, 
the worse the firm seems to run. The boomerang effect 
is felt no more precisely by anyone than the woman who 
iA placed .in the token position in order for management 
to f1 U quot<l requirements. Thls is the case when a 
woman 1s put into a joh because of nnd due to her sex 
rather than hecamlC A he has qualificationS" and poten
tial to fulfill the requirements of the job. This 
form of worker placement may be the ultimate and most 
detrimental form of worker placement discrimination be
cause a person placed in a job based upon such method
ology faces a certain failure. Management that prac
tices, condones, or allows the procedure of tokenism 
to be used seems to believe at the outset that the 
woman lH basically Inferior, ls less innately talented, 
and possesses fewer skills and abilities than does her 
male counterpart. This attitude engenders tokenism 
placement which further compounds the aggravation and 
complexity of helping women to succeed in what are his
torically male dominated jobs. The results of tokenism 
seem to be prophetic, The women are placed and trained 
and groomed as if they are unqualified therefore assu
ring that they will fail or at best accomplish medio
crity which subsequently reinforces the original atti
tude of management that they lacked depth of talent 
and adequate aptitude from the beginning. 

This j>roblem is made. more perplexing by the well known 
Hoc.lal phenomenon of exclusion from the group when one 
iA incapable of penetrating group resistance and there
fore becomlng "one of the boys." Yet it is essential 
that a person be allowed to take part in and be a part 
of the network of interpersonal relations and communi
a i ~n  that exists informally in all organizations if 

tlwt person 1 s to fully understand and grasp the sub
tleties and lnuendoes of meanings and behaviors that 
play powerfully upon one's abi.llty to understand poli
tlcnl n!lnt ionshl.ps and acquire power potential within 
the organiznt !.on. Without the entrance potential lnto 
the gang and without one's be:lng embraced hy the mem
bers of it, women are denied the opportunity to form 
political alliances, negotiate and trade for favors, 
and to casually Influence others through these invl
sible networ.ks. 
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Rosen, Benson, and Jardee (1979) pinpointed three dis
tinct administrative biases toward women that are con
sequences of sex stereotyping. Administrators expect 
top priority to be given to career by male employees 
when there is a conflict between career and family but 
expect the opposite attitude of women; when personal 
conduct threatens one's job, administrators make stron
ger efforts to retain valuable male employees than 
they do the equally qualified female employee, and ad
ministrators favor males in promotion and career de
velopment decisions. Wells (1979) reports that women 
are encouraged to change personalities to fit the or
ganization, to become more assertive and independent 
and yet when they do so, they are considered pushy 
whereas a man with these same characteristics is often 
thought of as possessing executive potential. Wells 
further claims that " ••• men are afraid of women with 
drive and lack respect for those without it." 

Burrow discovered as reported in Biles and Pyratel 
(1978) that women meet with distinct resiFJtance in 
trying to obtain the experience and skills that are 
needed for one to become a generalist in management. 
!Illes and l'yratel extended the Burrow study and de
tected that male managers held a basic assumption, 
that is that women had no interest in certain phases 
in business, and whether due to causal effect or not, 
therefore, excluded them from the tight-knit social 
systems of upper management where business is prac
tically always discussed and deals are frequently made. 
Biles and Pyratel concluded that only rarely does a 
male executive groom and guide a female to overcome the 
hurdle of assistant level management and jump into the 
upper level management stream of mobility. 

Conclusion 

Evidence is adequate to conclude that women have the 
aptitude, attitude, and intellectual and physical re
sources required to be successful in the job of indus
trial sales representative. The sheer number of women 
available for such jobs will continue escalating for 
several documented reasons, and this larger number 
will be more professionally oriented and acclimated 
and more highly trained academically. All cultural, 
social, and psychological trends substantiate the fact 
that these tendencies are not restricted to simple 
short term phenomenon status but are indeed deeply en
trenched in the fiber of society and will continue ma
turing as a mighty and powerful occupant and influence 
in the world of work. 

Women are available and willing to become successful 
sales representatives on a broad industrial front; 
indeed, their march toward success has already begun 
and it behooves aggressive and alert managements to 
employ, indoctrinate, train, and lead this newly emer
ging resource to success in this occupation. The ma
jor barriers to the effective application of women to 
industrial sales jobs must be identified, dismantled, 
and removed. They are socio-cultural in nature and 
are often so subtle as to go unrecognized by managers 
and managements who remain steeled in tradition and 
maintain inaccurate and distorted perceptions and be
liefs. 

One must initially overcome the propensity to keep wo
men in her historical "female role" thereby opening the 
doors of opportunity, Having made this decision, the 
environmental structure (including policy and procedu
ral adjustments), must be so built to accomodate the 



new wol!Ultl sales representative and facilitate her suc
cess l.n the .)ob. This talent will prove to be a more 
h.!p;hly prized resource In the future for those who are 
willing Lo bn•ak the 1-1round nf developing it and move 
along the .lt•arning curve ahead of competition. 
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ASSESSING CONSUMER PIU:FERENGES FOR LIVE MUSIC 

Ralph L. Day, Indiana University 
Ellen Day (student), Indiana University 

Abstract 

An exploratory study sought to measure preferences for 
live music performances to aid management of a per
forming arts auditorium at a large universi.ty in the 
effort to reverse a downward trend in student atten
dance. Data were collected from a sample of the target 
market segment and factor analysis revealed interpret
able patterns of preferences both for types of music 
and performers. 

Introduction 

Managers of "arts delivery systems" must develop market
ing strategies and programs to attract consumers (audi
ences) ·in much the same way as managers of more con
ventional products. Although the necessity for market
ing is widely accepted by arts managers, they often use 
it in quite limited ways. They have traditionally 
developed marketing strategies more "by the seat of 
their pants" than through systematic procedures of 
marketing research and planning. Therefore, there has 
been relatively little application of consumer be
havior theories and research results to the consumption 
of aesthetic goods. Intuition and experience help 
guide any manager, but many arts managers feel that the 
kinds of "artistic" decisions they must make preclude 
the formulation and application of scientific theories. 
Such beliefs undoubtedly explain in part why this area 
of marketing has not received a great deal of attention 
in the marketing literature. 

Past research on arts marketing has been somewhat eclec
tic and primarily descriptive in nature (Krall-Nagy and 
Garrison, 1972; Nielsen and McQueen, 1975; Ryans and 
Weinberg, 1978; Weinberg and Shachmut, 1978). A set 
of papers pr£>sented at the 1979 Conference of the 
Association for Consumer Research (Belk and Andreaa£>n, 
1980; Huber and Holbrook, 1980; Semenik and Young, 1980; 
Sexton and Britney, 1980) may reflect an increase in 
interest by marketing researchers in marketing the arts, 
but as suggested by the discussant for the session 
(Kassarjian, 1980), arts people still have not been 
sold on the value of IMrketing and consumer behavior 
research. Nevertheless, it seems likely that if more 
studies focusing on consumer behavior with respect to 
aesthetics goods in general or particular art forms are 
conducted, arts managers will recognize the relevance 
and applicability of .consumer behavior theories and 
research methods. This paper seeks to make a small con
tribution toward this end. 

The impetus for this exploratory study was a directive 
to the manager of a university performing arts auditor
ium to reverse the secular decline in attendance. Of 
special concern to this manager is student attendance, 
since the proportion of students in the audience has 
declined more precipitously than that of other patrons. 
The auditorium management has always been somewhat con
strained in its choice of musical performances because 
rock concerts have been in the domain of another campus 
organization. Thus, other possible reasons must be 
sought to explain why student attendance has declined 
for auditorium events which, on the surface at least, 
do not appear to have dramatically changed in character 
over the years. While concurrent research is underway 
to attempt to isolate reasons for unsatisfactory levels 

of patronage, this study is directed towards the issue 
of identifying the types of music performances that 
would appeal to the student population. 

Certainly many factors can contribute to low attendance 
at a performing arts center. But in that the selection 
of performing arts events (hereafter referred to as 
"programming") is a major element of the marketing 
strategy, it is imperative that the preferences of 
target audiences be assessed in order to develop more 
attractive programming for various segments of the 
market. This study takes the first step towards de
termining the kind(s) of programming that would appeal 
to students. Specifically, preferences for live music 
performances are investigated to determine (1) how they 
align with music categories and (2) whether they dis
play some underlying structural characteristics. 

Research Design 

Since this study relates to the matter of programming, 
it was important to confirm that programming is a 
major determinant of attendance at the university aud
itorium. To that end, a pilot study was conducted. A 
brief self-administered questionnaire was used to obtain 
ranklngs of reasons for the student respondent not 
attending, or only occasionally attending, events in the 
auditorium. Sixty-three students enrolled in courses 
in the School of Business comprised a convenience sam
ple, the composition of which corresponded to the larg
er sample used for the preference study. The results 
(Table I) suggested that programming is an important 
reason for low attendance among this sample, which 
supports the rationale for the present study. 

To gain insight into preferences for live music, a self
administered questionnaire was given to a convenience 
sample of approximately 120 students who were taking 
courses in the School of Business. One hundred thirteen 
questionnaires were usable, 93 from undergraduate and 
20 from graduate students, most of whom were enrolled 
in the School of Business. This sample, albeit dis
proportionately composed of business students, came 
from the population of interest, i.e., all students 
enrolled in the university, and is believed to be suf
ficiently representative of the manager's target popu
lation to provide useful insights into all students' 
preferences and attendance behavior. 

The questionnaire contained three major sections dealing 
with degree of liking for different aspects of live 
music. A 7-point Likert-type response format was em
ployed, and interval scales were assumed. One section 
itemized 29 different categories of music for which the 
respondent indicated a degree of liking. The second 
section contained 17 descriptions of performance charac
teristics (fast versus slow music, male versus female 
performers, etc.) to which the respondent indicated the 
degree to which he/she agreed with the statement. In 
the third section 17 names of artists were listed, and 
the respondent was instructed to indicate how much he/ 
she liked a particular artist or group. Questionnaire 
items were designed from information obtained in pre
survey focus interviews with students, from Billboard, 
Arbitron ratings, and expert opinion. Minor changes in 
item wording were made after a limited pretest of the 
survey instrument. Eight items pertaining to attendance 
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at the auditorium and several questions requesting 
de.mographic infortnation were also included. 

Principal factor analysis was used to analyze the data 
in order to ascertain how live music preferences might 
be related and what performance dimensions might sum
marize the preference ratings. While factor analysis 
is often used for products, the attributes of which 
are prespecified, the preliminary interviews suggested 
that attributes, or characteristics, of music most 
preferred were not easily articulated. As a result, 
the items in the second section characterizing musical 
performances were included to ascertain (1) whether 
respondents could indicate preferences for performance 
characteristics and (2) if these characteristics seem 
aligned with specific types of music. 

Findings 

Each of the three sets of data was factor analyzed, and 
the resultant factor loadings obtained through VARIMAX 
rotation are presented in Exhibits I, II, and III. In 
the analysis of the first section containing 29 cate
gories of music, the first five factors, accounting for 
a total of 86. 2% of the variance, were i.nterpretable 
(Exhibit I). The types of music loading on these 
factors formed major categorical clusters, which was 
expected. Country music was clearly indicated by 
factor 1. Factor 2 represented what has traditionally 
been considered "black" music: rhythm and -blues, soul, 
jazz, and blues. Factor 3 represented hard rock, and 
factor 5 combined various types of popular, or adult 
contemporary, music: top 40, pop, soft rock, and 
contemporary. Factor 4 was somewhat more difficult to 
interpret, apparently reflecting more traditional kinds 
of music -- classical and folk. 

In comparing the clusters of music types and mean 
preferences ratings (Table II), 2 factors-- labeled 
hard rock and traditional -- seemed to represent less 
popular music forms. That is, the mean of the mean 
values for the highest factor loadings in each of the 
2 clusters fell below the overall mean for section 1; 
the mean of the "traditional" cluster, for example was 
2.43, where the overall mean was 2.91 and a "3" 
represented the midpoint of the scale. In contrast, 
the "popular", or adult contemporary, cluster had a 
mean of 3.98, representing the most preferred category 
of music. The "black" music cluster ranked second in 
preferential ordering, country music was third, followed 
by hard rock and traditional, respectively. 

The results of the factor analysis of the 17 performance 
dimensions were largely uninterpretable (Exhibit II). 
The first two rotated factors captured 66.2% of the 
variance, but the item loadings did not suggest that 
students, in this sample at least, tended to associate 
performance characteristics with each other. Examina
tion of the correlation matrix revealed low inter-item 
correlations, and this fact alone would explain why a 
factor analysis of section 2 would not produce especial
ly meaningful results. A close examination of the fre
quency distributions for the items did reveal, however, 
that while there was a strong middle-position or "no 
opinion" bias, certain performance dimensions displayed 
skewedness. That is, students appeared to prefer "nice, 
mellow" music and music with "a definite beat." Re
spondents also tended to indicate that instrumental and 
"soft" music appealed to them and that age and popu
larity of the performer(s) were relatively unimportant 
considerations. The tentative conclusion is that 
students could to some degree characterize their 
musical preferences but that the design of the questions 
in this particular section and/or the use of factor 
analysis may have been inappropriate. There is some 
reason to believe that respondents were frustrated in 

responding to these preferential statements, given com
ments made after the questionnaire was administered. 
That is, subjects had little difficulty-- indeed they 
enjoyed -- registering preferences for the items in 
section 1 (music categories) and section 3 (artists), 
yet they felt the statements in section 2 were "diffi
cult." These co1lllllents tend to suggest that students, 
who in this sample represented the "lay" population, do 
not typically think in terms of the performance dimen
sions, or attributes, of live music. 

The analysis of the third section containing names of 
artists or groups revealed categorical groupings, for 
the most part (Exhibit III). All rotated factors could 
be interpreted, to wit: mellow (or "adult") contem
porary music, instrumentalists, big names, new-wave 
rock, and upbeat contemporary music. In examining mean 
preferences, there appeared to be weak preferences for 
those new-wave rock artists and stronger preferences 
for those artists in the upbeat contemporary category. 

Sections 1 and 3 --music types and artists, respective
ly -- were combined in a factor analysis. Artists 
tended to be clustered with the types of music with 
which they are associated (according to Billboard and 
expert opinion). This corroboration suggested response 
consistency. The mean preference ratings appear to 
have face validity when compared with the biggest draw
ing acts in live concerts, as listed weekly in Billboard. 

While no formal analysis was conducted on the attendance 
and demographic data, the mean responses for the eight 
attendance items suggested that students would go to a 
perfortnance "if the Auditorium offered something I liked" 
(mean response across subjects was 5.6 on a scale in 
which "6" indicated strong agreement), This result 
strengthens the contention that measuring programming 
preferences is vital to increasing student attendance. 

Discussion 

The validity of these findings is supported to some ex
tent by the results of a previous study in which three 
performing arts program types emerged from a factor 
analysis: modern music and dance, classical music and 
dance, and theater (Nielsen and McQueen, 1975), The 
previous study revealed that older people prefer more 
classical music (and dance) than younger people do, and 
in the present study students appeared to register a 
stronger preference for contemporary music. In addition, 
it was previously found that leisure time was strongly 
related to attendance at modern music and dance events, 
which appears to roughly correspond to the "schedule 
conflict" rationale for not attending events indicated 
in the preliminary study. 

The findings suggest that performance dimensions may 
not be especially meaningful in the collection of pref
erence data, i.e., structural preferences are difficult 
to measure. Consumers are probably more likely to react 
holistically to music than to its individual components 
-- that is, the configuration is most important, and 
evs.luation using specific attributes or performance di
mensions ~a  not take place. Certainly it would appear 
that direct questions regarding performance dimensions 
are not likely to elicit meaningful responses from the 
general population, at least. (Musicians, in contrast, 
may be able to e ni a~  describe the types of music 
that appeal to them.) But this tentative hypothesis 
must be further tested. That is, rather than preferen
tial statements like the ones employed in this study, 
perhaps a semantic differential scale might elicit more 
definitive responses. 

Perhaps the rather sparse research in aesthetic goods 
marketing is due to the consumers' attitudes and 



preferences being far more affective than cognitive, 
making research more difficult and theory formulation 
more elusive. Indeed, when asked why they liked a 
particular type of music or artist in the focus 
interviews, students would often respond that they 
simply "liked the sound." 

Conclusion 

The small convenience sample in this study does not 
allow projection of the findings onto the entire 
student population. However, similar results from a 
larger and more representative sample could be quite 
useful to the auditorium management. Clearly, if lack 
of awareneas of the events is the primary reason for 
unaatiafactory attendance among students, the manage
ment can take action to overcome this problem. How
ever, the high ranking of "Dates of performances don't 
fit o1y schedule" presents a more perplexing problem. 
Given this result and free-response information 
gathered in the pre-survey focus interviews, it would 
appear that students perceive that their discretionary 
time is quite limited . To some extent, heavier 
scheduling of events on weekends may alleviate this 
conflict; however, it may be extremely difficult to 
substantially increase student attendance on a regular 
basis. Because students' preferences apparently are 
stronger for contemporary music, as opposed to the more 
traditional performing arts offerings, tqe manager may 
well be discouraged. Unless the organization's goals 
embrace offering more "commercial entertainment," 
significantly increasing attendance may not be possible. 

This research represents a step towards measuring pref
erences for live music. Further, it illustrates the 
applicability of marketing research concepts and 
techniques to the performing arts. In the search for 
theory of consumer behavior in this area, preference 
measurement provides a beginning, and this study pro
vides some information as to how such data might be 
collected and analyzed. Because part of the research 
pertained specifically to one auditorium, generaliz
ability of the findings is questionable. However, the 
methodology used here appears to offer promise of a 
means to provide useful data to arts managers. 
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TABLE 1 

REASONS FOR NOT ATTENDING AUDITORIUM EVENTS 

Importance Rankings1 

-Overall-
Freq Rank Freq Rank Freq Rank Freq Rank 

Ticket prices are too h:f.gh. 9 4 10 3 12 2 31 2 1/2 
Parking is u problem. 2 3 3 8 
The kinds of performances don't suit my tastes. 10 3 11 2 9 3 30 4 
The acoustics are bad. 2 2 1 5 
None of my friends go there. 1 5 2 8 
It's hard to get good seats. 4 5 6 5 9 3 19 5 
The Auditorium is like a mausoleum. 1 0 2 3 
It's a chore to buy tickets . 1 3 8 5 12 
Dates of performances don't fit my schedule. 16 2 13 1 13 1 42 1 
I don't know what performances take place there. 7 1 10 3 4 31 2 1/2 

1Total sample si?.e was 63; of these, 54 indicated they had attended an event in the Auditorium at some time , and 
33 had attended in the past eight months. Items in survey pertained to events requiring paid admission. 
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TABLE II 

PREFERENCE RATINGS! 

Section 1 -- Overall Mean • 2.91 Section 2 -- Overall Mean • 2.79 Section 3 -- Overall Mean- 3.22 

Variable Mean Std. Dev. Variable Mean Std. Dev. Variable Mean St4, Dev, 

rock & roll 4.4956 1. 3766 beat 3.8938 1.2703 Fogelberg 4.8850 1.4805 
soft rock 4.4248 1.3350 mellow 3.3982 1.3728 Ronstadt 4.5221 1.3764 
jazz 4.1239 1.5185 fast 3.3186 1.2905 Daniels Ban<l 3.9292 1.6076 
top 40 3.9646 1.4512 group 3.0619 1.5657 Star ship 3.6991 1.5462 
contemporary 3.8053 1.4630 familiar 3.0531 1.4445 Rogers 3.6814 1.5542 
pop 3.7168 1. 2282 singer 3.0000 1.5059 Severinsen 3.4348 1.4256 
R & B 3.6814 1.3314 contemporary 2.9735 1.3327 Manilow 3.1681 1.8318 
country rock 3.6726 1.6607 acoustic 2.9646 1.4388 Pink Floyd 3.1681 2.0870 
blues 3.6637 1. 4615 entertaining 2.7611 1.4837 Blondie 3.1593 1. 7757 
easy listening 3.6372 1.5298 singing 2.5841 1.4622 Hayes 3.1593 1.6721 
oldies 3.5844 1.5648 male 2.5398 1.5121 Murray 3.1150 1.5797 
bluegrass 3.4071 1. 7094 female 2.5221 1.2963 Basie 3.0885 1.6827 
modern country 3.1150 1.6078 own age 2.4602 1.5297 Phil. Orch. 2.9381 1. 7692 
classical 3.0531 1. 7871 younger 2.4159 1.2373 Sills 2.4071 1.6831 
hard rock 2.9469 1. 7517 loud 2.2301 1.4639 Captain & 2.3628 1.5472 
soul 2.9292 1.5043 big name 2.2035 1.5420 Sha Na Na 2.0796 1.6644 
mellow country 2.8319 1.7003 Cash 1.9115 1.5899 
American folk 2.7434 1.4927 
hot country 2.6372 1.8711 
disco 2.3894 1. 9659 
ethnic folk 2.2389 1.5485 
country stds. 1.9204 1. 3637 
choral 1.8938 1.4538 
acid rock 1.8564 1.6949 
Latin 1.6903 1.5473 
punk rock 1.5929 1.6989 
operatic 1.5664 1.5577 
gospel 1.5044 1.5762 
religious 1.3009 1.4008 

.>ample comprised 113 subjects; responses were recorded on a 7-point scale on which a "6" represented the highest 
preference (or agreement). 

EXHIBIT I 
VARIMAX ROTATED FACTOR MATRIX: SECTION 1 - MUSIC CATEGORIES 

Variable Factor 1 Factor 2 Factor 3 Factor 4 Factor 5 
1-classical -.04020 .13252 -.08197 .56441 ,06402 
2-disco -.17993 -.06252 -.19476 -.12523 .06322 
3-ethnic folk .11587 .23174 -.04797 .539,69 -.).7734 
4-R & B .21626 .86017 -.00210 .Q8243 -.00726 
5-soul -.11106 .53136 .03446 .14316 .07510 
6-hot .country • 71251 .11129 .13417 .03616 .01109 
7-American folk .44903 .02810 .02417 .56985 -.20329 
8-jazz -.02251 .64745 .00855 .04819 -.06463 
9-oldies .21174 .31414 -.07016 .26899 .13461 

10-punk rock -.03679 .10766 .50622 .13773 .03792 
11-blues .21353 .79008 .14983 .17922 -.13238 
12-mellow country .78086 .02814 -.01397 .17271 .08016 
13-operatic -.04583 -.01838 .09415 .28848 - •. 09426 
14-religious .09435 .08906 .01609 .04438 .01777 
15-gospel .09234 .14017 -.05444 .20750 .07062 
16-top 40 .04389 -.15694 -.02404 -.26009 .52736 
17-bluegrass .61218 .13272, .07793 .28628 .09012 
18-modern country .86245 .04809 -.03396 .01198 .14878 
19-acid rock .09982 .02532 .72621 -.03476 .07272 
20-choral .15291 .09625 -.07063 .08371 .09318 
21-country stds. .67788 .03906 .05989 .27095 .11003 
22-hard rock .06741 -.00899 .91137 -.10603 .12496 
23-pop .11633 -.05271 .25006 -.09182 .53570 
24-soft rock .19546 -.15162 .24229 -.15807 .51255 
25-contemporary .13719 .03823 .01588 .15599 .73334 
26-Latin .10410 .10695 .01195 .53669 .08869 
27-country rock .74238 .01681 .24023 -.19812 .16225 
28-easy listening .34999 .03872 -.15293 .00634 .14856 
29-rock & roll .24572 .04766 .50849 -.03969 .40598 
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EXHIBIT II 

VARIMAX ROTATED FACTOR MATRIX: SECTION 2 - PERFORMANCE DIMENSIONS 

Variable Factor 1 Factor 2 Factor 3 Factor 4 Factor 5 Factor 6 

30-fast .28265 .59002 .23189 .10303 .00894 .02758 
31-contemporary .03100 .21137 .20164 .48806 -.12804 .12898 
32-group -.01968 .30326 .16754 .18225 .15661 .30160 
33-acoustic .08821 -.12329 .07838 .02976 -.01778 • 77365 
34-singing .08813 .25249 .39966 .19935 .21063 .06376 
35-own age .31714 .03988 .41923 .41163 .22648 -.14177 
36-loud .27493 .64369 .17329 .31536 .04863 -.02635 
37-old .21003 .00574 .19724 ,07898 .29133 .22179 
38-male .10245 .20740 • 71863 -.05559 -.00392 .12967 
39-entertaining .05631 .05701 .10355 -.06990 .68357 -.03394 
40-me11ow .01338 -. 75176 .00756 -.01046 -.05317 .11903 
41-younger .55697 .27282 .16658 .42151 .06618 .01433 
42-beat .36704 -.07949 .31027 .20709 .18883 .16257 
43-female .34160 .23564 -.15105 .34888 .36293 .16273 
44-familiar .58323 .02900 .14174 .16972 .16323 .12163 
45-singer .22267 .03353 .66367 .26685 .10032 .06404 
46-big name . 73410 .28156 .15496 -.17709 -.03046 -.02798 

EXHIBIT III 

VARIMAX ROTATED FACTOR MATRIX: SECTION 3 - ARTISTS 

Variable Factor 1 Factor 2 Factor 3 Factor 4 Factor 5 

47-Severinsen .22212 .42986 .09687 -.02379 .19589 
48-Captain & .66772 .16431 .14747 -.13926 -.08358 
49-Rogers .20319 -.03126 .56236 -.04650 .56241 
50-Daniels Band -.07644 -.11011 . 36919 .11262 .60266 
51-Sha Na Na .29065 .26775 .39408 .14150 -.01774 
52-Ronstadt .14607 .04053 -.00826 .14282 .51762 
53-Phil. Orch. -.04847 .57993 .13588 -.15063 -.09350 
54-Basie .03662 .89832 .05507 .05792 .11365 
55-Manilow .82442 ~  .06990 -.17974 -.01171 
56-Murray .62602 .13093 .06060 .00514 .16203 
57-Starship .08806 -.24196 .05696 .49944 .39914 
58-Sills .16562 .36976 .42127 -.10982 .06990 
59-Cash .05540 .13723 .84670 .17092 .05564 
60-B1ondie -.11330 .00448 .16629 .64866 .08118 
61-Pink Floyd -.29309 .01503 -.04701 .71850 .10172 
62-Hayes .17872 .45595 .00804 .35960 -.11324 
63-Foge1berg -.08533 .11320 -.03440 .01503 .49033 
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DETERMINANTS OF RETAIL SALESPEOPLE'S ROLE CONFLICT AND AMBIGUITY 

Alan J. Dubinsky, Southern Methodist University 
Bruce E. Mattson, University of Minnesota 

Abstract 

Although previous research has found retail salespeo
ple to he critlcal elements in the success or failure 
of a retail outlet, little published research has ex
amined how to assist retail sales managers in develop
ing a work environment that is conducive to productive 
salespeople. This paper explores the constructs of 
role conflict and ambiguity in retail sales and ascer
tains what some of the determinants of these two con
structs are. The findings, which both agree and dis
agree with previous role research, suggest that retail 
sales managers can impaet the levels of role conflict 
and ambiguity experienced by retail salespeople. 

Introduction 

Retail salespeople have long been regarded as having 
positions that require little creativity, innovative
ness, or sales effort. Prior research (Berry 1969; 
Jolson and Spath 1973), however, has found that retail 
salespeoplt• do l.ndeed play an important role in a re
ta:ller' s euH tome r-service m:lx. Despite retail sales
twople1s purported importance, little published re
search has been performed which suggests how retail 
sales managers can create a work environment that will 
be conduc:lvc for productive sales staffs. If sales
people are crucial to a retail store's success, re
search needs to be performed to determine how sales 
managers can assist retail salespeople in the perfor
mance of their jobs. This paper is directed towards 
that end, 

Specifically, this paper explores the constructs of role 
ambiguity and role conflict to determine whether they 
are related to five antecedent variables of interest -
retail salespeople's satisfaction with performance 
feedback, job experience, level of education, age, and 
Rex. 

Constructs of Role Conflict and Ambiguity 

Role confliet occurs when a person experiences incom
patible Job ,iemands or expectations from his or her 
role-Ret memberA. Role ambiguity occurs when an indi
vidual has Inadequate knowledge. or information about 
how to twrfonn Ids or her job. Both of these con
structs have been found to have detrimental behavioral 
and psychological effects on different types of organi
zational members (Greene and Organ 1973; Gross et al. 
1958; Kahn et al. 1964; Rizzo et al. 1970). Much re
search interest has focused on the role conflict and 
ambiguity experienced by indus trial salespeople and 
managerial personnel (e.g., Ford et al. 1976; House 
and Rizzo 19 72; Kahn e t al. 1964; Oliver and Brief 
1977; PrudPn 1969; Pruden and Reese 1972; Rogers and 
Molnar 1976; Schuler 19 75; Szilagyi 19 77; Walker et al. 
1975). No publlAhed research, however, has explored 
the potential role conflict and ambigui.ty faced by re
tail salespeople -- the topic of interest here. 
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Background Literature 

Performance Feedback 

Performance feedback in this study is the frequency 
with which an employee's supervisor communicates with 
the employee about his or her performance, as well as 
the employee's satisfaction with the supervisor's 
feedback, The results of past research regarding the 
relationship between performance feedback and role 
conflict have been mixed, 

Walker et al. (1975) surveyed 479 salespeople and 
Brief and Aldag (1976) surveyed 152 nursing aides. 
Both studies found no relationship between performance 
feedback and role conflict. Rizzo et al. (1970) dis
covered that in their two-sample study, performance 
feedback was related to role conflict in one sample 
but not in the other sample, And Oliver and Brief's 
study of 114 retail sales managers (1977) ascertained 
that performance feedback was related to role conflict 
when using correlation analysis. The relationship 
attenuated, however, when role conflict was regressed 
over experience, performance feedback, and other ante
cedent variables. 

Thus, based on previous research, the following hypoth
esis is posited: 

Hypothesis 1: Performance feedback is unrelated to the 
level of role conflict experienced by 
retail salespeople. 

Past research exploring the relationship between per
formance feedback and role ambiguity ,generally has 
found that performance feedback is inversely related 
to an individual's role ambiguity. Studies reaching 
this conclusion include Brief and Aldag (1976), 
Donnelly and Ivancevich (1975), Oliver and Brief (1977), 
Rizzo et al. (1970), and Teas et al. (1979). In fact, 
only one study was found (Walker et al. 1975) that did 
not reach this conclusion; rather, that study found 
the two variables to be unrelated, 

Based on prior research, then, the following hypothesis 
is presented: 

Hypothesis 2: The greater the level of performance 
feedback, the lower the level of role 
ambiguity experienced by retail sales
people. 

Experience 

In this study, experience refers to how long one has 
worked in retail sales, in his or her present position, 
and for his or her present employer/company. Past 
research suggests that, in general, experience is unre
lated to role conflict. When using correlation analy
sis, both Walker et al. (1975) and Oliver and Brief 
(1977) found a negative association between experience 
and role conflict; when role conflict was regressed 
over experience and other antecedent variables, how
ever, the relationship attenuated in both studies. 
And Rizzo et al. (1970), in their two-sample study, 
found experience to be unrelated to role conflict in 
one of the samples, but positively related to role 



conflict in the other sample. 

Prior research, then, suggests that the following hy
pothesis can be offered: 

Hypothesis 3: Experience is unrelated to the level of 
role conflict experienced by retail 
salespeople. 

There is no unanimity among past researchers regarding 
the relationship between experience and role ambiguity. 
Walker et al. (1975) hypothesized that the more exper
ience a salesperson has, the lower the saleHpcrson's 
level of role ambiguity; the results of their study 
confirmed the existence of this negative relationship. 
Oliver and Brief (1977), however, found no relation
ship between experience and the role ambiguity experi
enced by retail sales managers. After surveying 127 
industrial salespeople, Teas ( 1980) also concluded that 
experience is unrelated to role ambiguity. And in one 
of their samples, Rizzo et al. (1970) discovered an 
inverse relationship between experience and role am
biguity; in the other sample, however, no relationship 
between these two variables was found. 

Thus, previous research suggests that: 

Hypothesis 4: Experience is unrelated to the level of 
role ambiguity experienced by retail 
salespeople. 

Education, Age, and Sex 

Little published research has examined the relation
ship between role conflict and ambiguity and employee 
demographic variables. In fact, only one study was 
found that explored the relationship between role con
flict and ambiguity and level of education and age 
(Rizzo et al. 1970) -- two of the demographic variables 
of interest in this study. In addition, minimal re
search has focused on the relationship between role 
conflict and ambiguity and sex -- the other demographic 
variable of interest in the present study. 

Rizzo et al. (1970) discovered that education was in
versely related to role conflict in one sample, but 
was unrelated to role conflict in the other sample of 
their study. They also found that there was no statis
tically significant relationship between education and 
role ambiguity. Thus, the Rizzo et al. study (1970) 
suggests that the following hypothesis can be posited: 

Hypothesis 5: Education is 1m related to the level of 
role conflict and ambiguity experienced 
by retail salespeople. 

When examining the relati.onship between age and role 
conflict, Ri7.zo et al. (1970) concluded that the two 
variables were inversely related in one sample, but 
unrelated in the other sample. They also discovered 
that age was not associated with role ambiguity in 
either of their two samples. 

Based on prev:ious research, then, the following hypoth
esis iH proffered: 

HypothesiH 6: Age iH t.Dlrelated to the level of role 
con fllct and ambiguity experienced by 
retail Halcspeople. 

Empirical research investigating the differences be
tween male and female employees' experience with role 
conflict and ambiguity is sparse. Only one study could 
be fonnd that examined the role conflict experienced 
by male and female employees. In a survey of 159 
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pharmaceutical salesmen and 93 pharmaceutical sales
women, Futrell (1980) ascertained that saleswomen ex
perienced greater levels of role conflict than sales
men. Based on this study, the following hypothesis is 
presented: 

Hypothesis 7: Retail saleswomen experience greater 
levels of role conflict than retail 
salesmen. 

Three prior studies were found that explored the diff
erences in the role ambiguity experienced by male and 
female salespeople. Both Busch and Bush (1978) and 
Futrell (1980) discovered that industrial saleswomen 
experienced greater role ambiguity than industrial 
salesmen. And Swan et al. (1978) found that industrial 
saleswomen either were lower or higher in goal clarity 
(i.e., the degree to which the sales manager effective
ly made known to his or her salespeople their job ex
pectations and evaluations) than industrial salesmen 
were. 

Thus, based on the results of prior research, the fol
lowing hypothesis is presented: 

Hypothesis 8: Retail saleswomen experience greater 
levels of role ambiguity than retail 
salesmen. 

Methodology 

Sample 

The sample consisted of 203 day-retail salespeople 
from seven retail outlets of a large department store 
chain. All seven stores are located in a large, mid
western, metropolitan area. The salespeople worked in 
high-service departments (i.e., provided much customer 
service). In addition, a variety of sales personnel 
from different departments are represented in the sam
ple. 

Questionnaire 

The questionnaire was personally administered by the 
researchers at each store, Role conflict was measured 
using items which were analogous to those developed by 
Ford et al. (1975), while role ambiguity was measured 
using questions which were similar to those developed 
by Donnelly and Ivancevich (1975) and Ford et al. 
(1975). The items, however, were modified to conform 
to a retail selling situation and were refined with 
the assistance of sales and marketing personnel from 
the retail chain. 

To obtain a measure of role conflict, respondents were 
asked to indicate whether they believed their company, 
supervisors, and customers (i.e., their role partners) 
held an expectation of them on each of 24 job 
activity items. The respondents recorded their be
liefs on a Likert-type scale where 5 a "strongly 
agree" and 1 • "strongly disagree." The amount of per
ceived conflict between the expectations of any two 
role partners was measured by calculating the absolute 
differences in the respondent's scale scores for the 
two role partners on each job activity. These absolute 
differences for all 24 job activities were then summed 
to arrive at the respondent's role conflict index. 
Role ambiguity was measured by asking respondents how 
certain they were about how their role partners wanted 
them to perform their jobs. The questionnaire pre
sented respondents with a number of statements relevant 
for each role partner. Respondents indicated their de
gree of certainty on each statement using a Likert-type 



~ a  whPre .S =z "very certain" und .1. a 11 very uncer
tain." fl totnl a ~  t:y Heore wmJ then ca.leulaLed by 
su111111:ing the n•spondent's answers to the 24 .items rela
ted to role ambiguJty, 

Performanee feedback was measured us.lng four items fo
cusi.ng on ho,;--;;:'ltisfied respondents were w:ith the 
quali.ty and frequency of thei.r supervisors' communica
t:ions about the salespeople's job activities and per
formance. Responses to these four quest:ions were 
sumwed to n rri ve at a respondent's performance feedback 
index. 

To obtain a measure of a respondent's experience, re
spondents were asked how long they had worked in their 
present positions, in a reta:il sales job, and for their 
present employer/company. The answers to these three 
questions were then st1111111ed to arrive at a respondent's 
experience index. 

Scale reliabilities (coefficient alpha) were calculated 
to determine the internal consistency of the variables 
included ln the role conflict, role ambiguity, feedback 
and experience indices. The respective reliability 
coeffici.ents for these four indices were • 71, ,92, ,64, 
and • 88. Because the coefficients for the variables 
tested were quite large, the measurements appeared to 
be adequate for further analysis of the data. The ap
pendix presents a sample of items used to cpmpute these 
four indices. 

ReHults 

The data were analyzed using bivariate correlational 
analysi.s which computes Pearson product-moment, zero
order correlations. (When analyzing the dichotomous 
variable sex, however, t-tests for differences between 
group means were used.) Table 1 presents the variables 
of interest and their respective correlation coeffi
cients, 

TABLE 1 

CORRELATIONS BETWEEN PERFORMANCE FEEDBACK, 
EXPERIENCE, EDUCATION, AND AGE AND ROLE 

CONFLICT AND AMBIGUITYa 

Role Con1truct 

Antecedent Variabl81 Role Conflict Role i i ~ 

Performance Feedback - .lac - ,JSC 

Experience ,08 - , 29c 

Education .II .14b 

Age - .04 - ,17C 

•when analyz:i.ng the dichotomous variable sex, c-teats (and not cor
relational analysis) were perfocmed. The results indicate that there is 
no statistically slgniflcant relationship between at:x and role conflict 
and oex and role ambiguity (t • -1,16 and 0,461 reapoctively). 

<p < ,() l 

Table 1 shows that five of eight correlation coeffi
cients are statistically significant at the tradition
ally accepted levels. As was hypothesized, role con
flict is unrelated to experience, education, and age, 
Two unexpected results are that role conflict is in
versely but weakly related to performance feedback 
(r = -.18) and unrelated to sex (t = -1.16). 
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As was hypothestzed, performance feedback is negative
Ly related to role ambiguity ( r • -. 35). The analysis, 
however, did not support the hypotheses that role am
biguity is unrelated to experience, education, and age. 
Rather, role ambiguity was found to be inversely re
lated to experience (r = -,29) and age (r = -.17), 
while being positively but weakly associated with edu
cation ( r = .14). Furthermore, the analysis did not 
support the hypothesis that retail saleswomen experi
ence greater role ambiguity than retail salesmen; in
stead, sex was found to be unrelated to role ambiguity 
(t = 0.46). ----

Discussion 

The findings from this study both agree and disagree 
with the findings from previously published research 
concerned with antecedent variables related to role 
conflict and ambiguity, The present study -- although 
in a different setting from previous research (retail 
sales) -- found experience, education, and age to be 
unrelated to role conflict, while performance feedback 
was found to be negatively related to role ambiguity, 
These findings are generally consistent >dth prior role 
research. 

The present study also shows that performance feedback 
is inversely related to retail salespeople's level of 
role conflict; experience and age are negatively asso
ciated with their level of role ambigui.ty; education 
is positively related to their level of role ambiguity; 
and sex is unrelated to their levels of role conflict 
and role ambiguity. These findings generally disagree 
with the findings from previous studies, Several pos
sible explanations can be advanced for these conflict
ing findings, 

First, performance feedback may be negatively associ
ated with role conflict because the retail salespeo
ple's role partners (their supervisor, company, and 
customers) may not explicitly state what their demands 
or expectations of the salespeople are nor do they try 
to accommodate the salespeople when conflicts arise. 
In the previous studies, however, the subjects' role 
partners may have managed the conflict better. 

Second, experience may be inversely related to role 
ambiguity because of the high incidence of employee 
turnover and lack of formalized sales training in re
tail sales (Burstiner 1975). That is, because most 
retail salespeople receive little formalized sales 
training, they may be uncertain about how to perform 
their jobs when assumi.ng their positions; frustrated 
by this uncertainty, some salespeople may elect to 
leave the company at the outset. Those who stay in 
their jobs, however, may learn how to perform their 
jobs over time and thus experience less role ambiguity. 
On the other hand, previous role research has tradi
tionally examined personnel (e.g., industrial sales
people) who normally have some mlnimal level of for
malized training before assuming their positions. 
This training may provide them with information con
cerning how they should perform their jobs and thus 
help to reduce their level of role ambiguity at the 
outset. 

Third, education may be directly related to retail 
salespeople's role ambiguity because those with more 
education. may receive less supervision and guidance 
from their supervisors than those with less education. 
Thinking that those with more education require less 
assistance than those having less education, the super
visors may spend more time with those having less edu
cation; as a result, the more educated salespeople may 



be uncertain about how to perform their jobs which 

augments tlwir role ambiguity. Furthermore, those 

having more education may assume their positions only 

temporarily; by not staying in their jobs very long, 

they do not lenm over time how to perform their jobs. 

Thus, the more educated salespeople may experience 

higher levels of role ambiguity than those with less 

education, as those having less education may view 
their positions as being relatively permanent and opt 

to remain in their jobs over time, thereby reducing -

through job experience -- their level of role ambigu
ity. 

Fourth, age may be negatively associated with role am

biguity largely as a function of one's experience. 
Retail sales jobs are frequently filled by older people 

-- especially women. Older salespeople may see their 

jobs as being relatively permanent; the longer they 

stay in their jobs, the more cognizant they become 

about how to perform their jobs. Younger people, see

ing the job as being temporary, may leave the company 

before they have enough experience and job information 

with which to perform their jobs. Consequently, young

er salespeople may experience greater role ambiguity 
than older salespeople do. 

And fifth, unlike other studies, sex is tmrelated to 

role conflict and role ambiguity. Possible reasons 

for this include the ease with which both. male and fe

male retail salespeople can interact -- fraternize -
which may help them learn how to perform their jobs; 

the availability of both male and female role models 

that retail salespeople can observe, which may help 

reduce their role ambiguity; and the equally effective 

cothmunicating by salespeople 1 s supervisors regarding 
how both retail salesmen and saleswomen are to perform 

their jobs. 

Conclusions and Implications 

Role Conflict 

The findings presented here suggest retail sales mana

gers -- to some degree -- can affect the amount of role 

conflict experienced by retail salespeople. Improved 

performance feedback -- in terms of both quality and 

quantity -- should be sought in order to reduce role 
conflict. More specifically, the expectations of the 

salespeople's role partners should be identified and 
communicated to the salespeople. Where expectations 

conflict, attempts to reconcile the disparate expecta

tions should be made. These practices can be done at 

the time a salesperson's performance is formally eval

uated and on a continuous basis using departmental 
meetings or one-on-one informal meetings between the 

sales manager and the salesperson. 

Role Ambiguity 

The findings also suggest that retail sales managers -

to some extent -- can affect the level of role ambig

uity experienced by retail salespeople. Specifically, 

managers should provide salespeople with information 

concerning how well they are performing their jobs and 

how they should be performing their jobs. Formal eval

uations with each salesperson, one-on-one informal in

terviews with salespeople performing below their ex
pected levels, and departmental meetings could be used 

to help salespeople reduce the role ambiguity they ex

perience. The focus here, then, is to provide sales
people with more frequent and accurate information con

cerning their job performance. 

In addition, it is critical that sales managers articu

late to the younger, more educated, and less 
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experienced salespeople how they should perform their 

jobs. Training sessions, departmental meetings, verbal 

or written company policy communications, and periodic 

performance reviews specifically arranged for this set 

of salespeople could be used to help salespeople devel

op clearer perceptions about what is expected of them 

in the performance of their jobs. 

Appendix 

Role Conflict Scale (24 itna; 5 • "otroqly agree" and 1 • "otrongly 

disagree") 

• 

• 

My company expects me to give 1Dfotlllation to cuotouro that will 
encourage them to buy the merchandi .. they are ell&llliniftll• 

My supervisor expects me to give information to cuotouro that will 
encourage them to buy the marchandile they are axeminiftll• 

My cuatomero expect ma to give iaformation to the that will 
encourage them to buy the urchandiae they are exalliniag. 

Role Ambi&uity Scale (24 itema; 5 • "Y&ry certain" and 1 • "vary 
uncertain") 

e 

• 

I know my company axpactl 110ra froa •• than juot ulliq. 

I know the policiea an4 variouo rulao, procadur .. , and ragulaticma 
of my company which affect my job. 

I know what my supervioor wantl • to clo in •Y job • 

Feedback Scala (4 itema; 5 • "otroqly aaru" aile! 1 • "otroqly 
disagree") 

• 
• 

• 
• 

My manager frequently tallo •a abo11t 1IY job performance • 

I would. like my unaaar to provide u with 110re frequent help an4 
direction. 

My aupervioor adaquately 1aformo •• about coapany policieo. 

My ouparviaor adequately inform& me abo11t 1IY job act1v1tieo • 

Experience Scala (3 iteao) 

• 
• 
• 

Kow long have you bean at your prooent job? 

How long have you worked for thio co11pany? 

How loq hava you worked in a retail oaleo job? 
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Edward J. Ryan, UNC-Greensboro 

Abstract 

The relative cost effectiveness of distribution channels 
used in the property and liability insurance industry 
was determined through multiple regression analysis. 
Study results suggest that a step function exists which 
describes the relative costliness of the various distri
bution systems. In the current study, the highest cost 
system appeared to be the independent agency system, 
followed by the exclusive agency system. Next was the 
salaried employee system, and finally the mail order 
system. 

Introduction 

The oldest and most firmly entrenched marketing channel 
in the property and liability insurance industry is the 
independent agency system, often referred to as the 
American Agency System. Today, it continues to be 
important, accounting for over 60% of written premiums 
in 1976. Other marketing systems are the exclusive 
agency system, the salaried employee system, and the 
mail order system. Independent agents are independent 
contractors who are compensated by insurance companies 
strictly on a commission basis. The Internal Revenue 
Service views them as self-employed persons and requires 
social security taxes be paid on that basis. The most 
important characteristic in terms of differentiating 

·independent agents is the fact that they represent 
more than one insurance company in a particular line 
of insurance business and they own the expirations 
of the business they produce. That is, they have no 
obligation, upon expiration of a customer's coverage, 
to insure the customer with the same insurance company 
again. It is argued that independent agents can provide 
better service because of this freedom. 

The exclusive agency system (used by State Farm, 
Nationwide) likewise involves agents who are independent 
contractors. However, exclusive agents are forbidden 
by the provisions of their contract to represent more 
than one company in a particular line. Other companies 
utilize salaried employees to represent them. Repre
sentatives of such companies are considered as employees 
rather than independent contractors and are treated as 
such for social security purposes. As one would expect, 
they represent only one company. Finally, there are a 
few insurance companies that have no one representing 
them to the pub tic but rely on advertising, telephone, 
and the mail to solicit and service insurance business. 

The purpose of this paper is to examine the cost func
tions of property and liability insurance companies and 
determine what is the relative cost effectiveness of 
the four marketing channels (independent agents, exclu
sive agents, salaried employees, and mail order). 
Multiple regression is employed on a very broad sample 
encompassing over 90% of the written premiums in 1976. 
The insurance companies included were identified from 
Best 1 s Aggregates and Averages [ 19 77] and Best 1 s 
Insurance Reports, Property and Liability Edition 
[1977]. Data for each of the variables in the regress
ions were also obtained from Best's Aggregates and 
Averages and !lest's Insurance Reports. With respect to 
form of distribution system used, when these data 
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sources were unclear, firms were contacted directly by 
telephone. 

The Cost Model 

The dependent variable for the multiple regression is 
total expenses. The following independent variables 
were run: (1) earned premiums in 1976 as an indication 
of scale, (2) degree of concentration in particular 
lines of insurance usually designated as "personal 
lines," (3) degree of reliance on non-property and 
liability revenues as measured by life and health 
insurance earned premiums, and (4) a dummy variable 
designating one of the four distribution systems dis
cussed above. 

The model was designed to explore the existence of 
economies to large scale operation. The scale variable 
(earned premiums) served to measure this phenomenon. 
The economies of scale findings are reported in Johnson, 
Flanigan, and Weisbart [3] and discussion here is beyond 
the scope of this paper. 

Cost Effectiveness of Channels 

Regressions were run on the data two ways. First, each 
separate insurance company was treated as an indepen
dent data point without regard to affiliation with other 
companies. Second, the companies were collected into 
"groups" reflecting the widespread use of the holding 
company in property and liability insurance. Origins 
of the group phenomena are traced back to now eliminated 
regulatory restrictions on underwriting. Up until the 
post-World War II era "fire insurance companies" were 
not allowed to write casualty insurance (liability, 
workers' compensation, crime, glass, boiler). Likewise, 
casualty companies could not write fire insurance 
(including in addition to fire and all;ed lines, marine 
and business interruption insurance). To circumvent 
these restrictions, insurers formed groups through the 
holding company mechanism. In this way, an agent could 
represent a group and have available both fire and 
casualty insurance. The second regression run views 
the data with companies combined into groups. For a 
thorough discussion of the group phenomenon, see Kip 
[5]. 

The researchers endeavored to incorporate as large a 
sample as possible. It was necessary to include very 
large and very small companies--the result being a wide 
range in company size. To facilitate analysis, the 
sample was stratified into small, medium, and large 
insurance companies. 

Findings 

Results for insurance companies treated independently 
and in groups were similar. The variable representing 
the exclusive agency method of distribution was held out 
of the equation. Therefore, the coefficients presented 
in Tables 1 and 2 represent operating performance of 
firms with other distribution systems relative to firms 
with exclusive agency systems. In most runs for firms 
in the small- and medium-size categories, the coeffi
cient for the variable representing firms which use 



independent agents was statistically significant and 
positive. In regression runs for firms in the large
size category, this coefficient was not significant. 
The coefficient of the variable representing the firms 
which use Lhc sa l.ar led employee distribution system 
wa,; cun:;JHtenLly signl.r.Lcant and neguLJvc, both when 
firms were treated as independent and when they were 
t'tdlecLt•d lttlo ~  

The results suggest a step-type function, with exclu
sive agency firms exhibiting relatively lower costs 
than independent agency firms but relatively higher 
costs tlwn salaried employee firms. However, among 
J.arge firms, tl1e step function is reduced to two steps 
as no significant cost differences are revealed 
between independent agency companies and exclusive 
agency companies. 

lllllt'" '''"'" t•l"'" <lilly Iiiii! 111111!0 In 111" "''""Y wltlt·lt 
opera ted w.lt:lt il mall-urrler distribution system, 
~ i ~ i  tlltottl llt1il t>yHI1!111 1 1'lt'lll'l(8 l'l'r dttll11r 

of premium should be made carefully. Two of the four 
firms fell Into Lhe Hmull-sb:c category and the other 
two were classified as large firms. The two small 
mail-order firms had operating expenses higher than 
the average of the independent agency firms. The two 
large mail-order firms had operating expenses lower 
than the average of firms using the other three types 
of distribution systems. The finding that _small mail 
order companies are high cost perhaps reflects 
expanded home office ac ti vi ty occasioned by the need 
to maintain an extensive mail order department. That 
is compatible with the finding that large mail order 
companies are relatively low cost--they are able to 
exploit the economies of large scale operation. 

TABLE 1 

TOTAL OPERATING COST: 
FI!u-tS TREATED AS INDEPENDENT ENTITIES* 

Relative Costliness 
Compared to Exclusive Agency Channel 

Output Independent Salaried Mail 
R2 Category Agency Employee Order N 

Smail .738 150 

Medium 0.206 -0.302 
(.055) (.089) .822 68 

Large -0.211 -0.227 .983 41 
(. 04 7) (.074) . *All coefficients sign1ficant at 5% level 

TABLE 2 
TOTAL OPERATING COSTS: 

FIRMS AGGREGATED INTO GROUPS* 

Relative Costliness 
Compared to Exclusive Agency Channel 

Output [ndependent Salaried Mail 
R2 Category Agency Employee Order N 

Small N\ SlGNJFICANT RELATIONSHIPS WITH ANY INDEPEN-
IJ ~  VARIABLE OR GROUP OF VARIABLES 

Medium 0.204 -0.267 . 767 34 
(. 085) ( .117) 

Large -0.179 -0.304 .977 40 
(.059) _(. 081) . *All coefficients sigtnficant at 5% level 
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Conclusions 

The relative cost-effectiveness of distribution 
channels used in the property and liability insurance 
industry was determined through multiple regression 
analysis. Four types of distribution channels were 
studied: (1) the independent-agency channel; (2) 
cxcl uBi ve-agency channel; (3) salaried-employee channel; 
and (4) mail-order channel. 

Results indicated that cost relativities across the 
distribution systems were not uniform for insurers of 
all sizes when the population was segmented into small, 
medium, and large insurers. For small insurers, the 
regression results indicated that there were no diff
erences in expenses which could be explained by distri
bution channels. 1bat is, after controlling for other 
variables, no group of insurers was JllOre efficient than 
rttty ulltt>r wHit gtuups tlt>Hnt!d l!eOUrlllug lo lh!! i~ 
bution system their constituents employ. 

For medium-size insurers, some differences were dis
covered. Companies using the independent-agency 
system had higher expenses than either exclusive 
agency system companies or salaried employee companies. 
There were no mail order companies in the medium group. 
Moreover, the salaried-employee companies had lower 
expenses than the exclusive-agency companies. 

For large companies, there were no differences between 
companies using independent agents and those using 
exclusive agents. Large companies using salaried 
employees had lower expenses than companies using 
either independent agents or exclusive agents. On 

the other hand, large mail order companies had the 
lowest expenses of all large companies. 

In generalizing these results, it can be said the 
alleged cost inferiority of the independent agency 
system is not factually based for all sized companies. 
It appears that although there may be some innate 
cost inferiority in the independent agency system, 
companies with large scale operations have found ways 
to overcome these problems. 

A second major generalization has to do with the three 
distribution systems (exclusive agents, salaried 
employees, and mail order) that have been called 
"everybody else" by most researchers. The results 
clearly show that cost differences exist among these 
three categories; and, as might be expected, the 
distribution system which provides the least amount of 
service--the mail order system--has the lowest relative 
cost. 

In summary, the evidence indicates there exists a step 
function that describes the relative costliness of the 
various distribution systems. The most costly is the 
independent agency system, followed by the exclusive 
agency system. Next is the salaried employee system, 
and finally the mail order system. But the relation
ship is not unambiguous. It apparently does not exist 
among the small insurance companies. For middle-size 
companies, the step function clearly exists although 
there are no mail order companies in that group. The 
large companies demonstrate the convergence of the 
exclusive agency system and the independent agency 
system. There were no cost differences discovered. 
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LOGISTICS MODELING IN THE 1980's 
A DECADE OF CHALLENGES 

John T. Mentzer, Virginia Polytechnic Institute and State Universtiy 

Abstract 

The area of logistic,; wi I l face considerable envi.ron
menta.l change,; in the next decade, These changes wiJ .l 
create many clw.l.lenges for logistics modeling efforts. 
These challenges, to a large degree, are delineated by 
logistics modeling in the 1970's. A review of modeling 
efforts in logistics in the last decade is presented. 
The next decade and the role of logistics modeling are 
discussed in terms of what the author considers to be 
the major factors affecting .logistics in the 1980's. 

Introduction 

One of the greatest modern boons to logistics decision 
making has been the emergence of computer modeling. 
Computer models have not only aided the manager in 
solving specific problems, but also in planning and 
eontrol.Ling eorporate activities. More than any other 
management area, logistics deals in decisions and 
activities which can be based on "hard" data. Hard 
data is derived from activities which are readiJy 
quantifiable, such as inventory levels and transporta
tion times. This is contrasted to such "soft" data as 
consumer buying i.ntentions and opinions. The amenabil
ity of logistics data to computer modeling has led to a 
multitude of models developed over the last twenty 
years for application to logistics. However, many 
environmental factors have drastically affected logis
tical activities in the last decade. Supply shortages, 
rising fuel cost, carrier deregulation, and inflation 
are but a few of these. factors. One of the major 
challenges facing logisticians in the next decade is to 
develop and apply new and existing computer models to 
plan and prepare for further environmental changes in 
the 1980's. 

This article attempts to set the stage for such a 
challenge. To establish a foundation for this 
challenge, a review and categorization of previous 
logistic:s computer model:l.ng efforts in the last decade 
is presented. From thh; base, the author attempts to 
preo;ent Home directions for future logistics modeling 
ef(orts. To ncc:omp.lish this, environmental trends 
which may potentially affect logistics are discussed 
and the necessary modellng efforts to meet each envi
ronmental challenge presented. 

Logistlcs Modeling in the Last Decade 

The decade Df the 1970's can be characterized as the 
period i.n which the greatest strides in the development 
of computer models app.licable to logistics took place. 
These models can be categorized as optimizing or simu
lation models. Optimizing techniques include a wide 
range of particular techniques (for example, linear 
programming, mixed integer programming, and dynamic 
programming), but all are characterized by the fact 
that an attempt is made to find the optimal solution 
with respect to some criterion. This optimizing abil
ity is quite useful, but the data and calculation re
quirements for such techniques often make them infea
sible for large scale problems. Simulation models 
utilize mathematical relationships to replicate a given 
system, but make no attempt at finding an optimal 
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solution. Although the advantage of optimality is lost, 
simulation models are typically more flexible and com
prehensive than optimizing techniques. Therefore, they 
can normally handle large scale and a larger variety 
of problems. 

The areas of logistics where modeling efforts have been 
concentrated can be divided into facility location, 
terminal operations analysis* routing and scheduling, 
and logistics system design. Each area can be further 
divided by whether the major emphasis of the modeling 
effort was an optimizing or simulation approach. 

Facility Location 

A great deal of modeling effort in the 1970's has been 
devoted to the area of facility location. This area 
concerns the decisions of how many inventory stockiD;t 
facilities to have, where to locate these facilities, 
how they should be supplied, and which demand points 
each should service. Although much effort in the 
early 1970's consisted of simulation models of the 
facility location problem, the majority of the efforts 
in the last decade have been optimizing models. 

Terminal Analysis 

Terminal analysis models examine the ac. tivit1.es 
associated with the internal operation of loglflt 1, ,. 

terminals. These activities include inbound and out
bound schedules, materials handling, and loading and un
loading problems. All of the models encountered wer2 
activity specific in that each dealt with a particular 
terminal activity, but none of the models dealt ~i  all 
of these activities. The models found ir.. this aree. 
were, for the most part, simulation approaches. Al
though the models were specific with respect to termin-<J:. 
activities, apparently any given activity was su.ffi
ciently complex to warrant the use of a sin;ulaticn 
approach over optimization. Only two optimizing models 
were encountered. 

Routing and Scheduling 

By far the greatest number of modeling efforts over the 
last twenty years have been in the area of routing and 
scheduling, defined respectively as the decision" co!l.-· 
cerning the geographic movement and timing of specific 
shipments and/or transport vehicles. However, the 
majority of these models were developed prior to 1970. 
Few research efforts in the area appear to have been 
undertaken since that time. Logistics modelers are 
apparently sufficiently satisfied with the present 
state-of-the-art in routing and scheduling models and/ 
or their attention has been directed primarily to the 
other areas of logistics modeling. The majority of 
these modeling efforts have been optimizing approaches, 
but a few simulation models do exist. 

~  a more complete discussion and sources of logistics 
models developed over the last thirty years see: 
John T. Mentzer, "The Challenges Facing Logistics 
Modeling in the 1980's," Journal of Business Logistics 
(submitted for review). 



Logistics System Design 

Efforts classified as logistics system design models 
are distinguished from the other modeling areas by the 
fact that an attempt is made to give a comprehensive 
treatment of the logistics system, rather than only 
one aspect of the system. This comprehensive treatment 
often includes such logistics aspects as facility num
ber and locGtions, transportation, inventory control, 
forecasting, routing and scheduling, sourcing, and 
often a multiechelon structure. By far, the greatest 
number of models developed under thfs category have 
taken a simulation approach. This is probably due to 
the fact that optimizing models are limited in the size 
of problems which can be undertaken. Therefore, the 
broader perspective simulation models seem more suited 
to logistics system design applications. 

Summary 

An attempt has been made to present a brief overview of 
modeling in logistics in the decade prior to 1980. 
These modeling efforts appear to have moved from the 
treatment of specific logistics areas (routing and 
scheduling, for example) in the early 1960's to more 
of an orientation toward overall logistics system de
sign in the 1970's. Further, the more comprehensive 
the logistics problem, the more often simulation analy
sis seems to be utilized. The more specific the 
problem, the more an optimizing technique -is utilized. 
This would indicate that logisticians in the past have 
recognized the advantage of optimization and have 
utilized this approach whenever the problem was not 
too comprehensive to be solved through optimization. 
When this point was reached, simulation has been 
utilized. This tendency is illustrated by the fact 
that the maJority of the simulation models developed 
have been in the a reG of logistics system design. In 
the more specific areas of facility location and routing 
and scheduling, the preponderance of optimizing models 
exist. Several attempts have been made at combining 
the advantages of optimization and simulation into one 
model. This approach should become much more useful 
and popular in the 1980's. 

Future Directions 

Utilizing the last ten years of logistics modeling as 
a foundation, the remainder of this article will be 
devoted to the discussion of the future role of com
puter modeling. in logistics. To accomplish this, 
logistics modeling will be discussed in the context 
of what the author views as the five issues which will 
exert the primary impact upon logistics in the next 
decade. 

Energy 

Probably the most dramntic scenario for th"' 1980's is 
the increasingly severe shortage of petroleum bnRed 
energy. Particu.larly hard struck by this global short
age is the trnnsportation industry. Where many other 
industries h:!VC' the option, however expensive it may 
be, to switch to such alternative energy sources as 
coal or hydroelectric power, the transportation industry 
is limited, in the short run, to petroleum based techno
logy. This shortage of fuel has created a dangerous 
environment for logistics. Fuel prices have skyrocketed 
over the last several years. With recent increases in 
OPEC prices for crude oil, fuel prices should continue 
to increase in the future. This trend puts a consider
able profit squeeze on carriers and shippers alike. The 
shortened supply of fuel oil has raised the potential 
of less stations in the future, regional spot fuel 
shortages, and even government rationing. The shortage 
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of fuel places a heavy burden upon logisticians to in
crease the efficiency of the transportation industry. 
The challenge to computer modelers is how to aid in 
this effort. Primarily, more effective routing and 
scheduling models will have to be developed which con
sider not only the time, direction, and volume of 
shipments, but also the routes that will minimize fuel 
consumption and will allow for fueling stops where 
supplies are ample and the price is lowest. For ex
ample, National Airlines' new fuel management and 
allocation system kept flights on schedule during the 
1979 fuel shortages and saved the company $500,000 per 
month in fuel costs. The system accomplished this by 
storing data on fuel prices and availability, along 
with storage costs and fuel capacity at each of the 30 
cities National serves (Business Week, January 21, 1980). 
The next decade will see a rebirth of such routing and 
scheduling models with fuel constraints included, 

The need for fuel efficiency will also create a greater 
emphasis in the future on freight consolidation. Less 
than volume loads will become increasingly costly as 
fuel costs continue to climb. Therefore, future logis
tics system design models will assign demand to inven
tory locations not only to augment inventory costs and 
customer service, but also to maximize full load ship
ments and, thus, fuel utilization. 

In a related problem, many routing models of the next 
decade will address the problem of the empty backhaul, 
along with present shipment routing and freight con
solidation problems (Mentzer and Cosmas, 1979). With 
rising fuel costs, the situation of a large number of 
empty backhauls will rapidly become a cost burden most 
carriers cannot survive. New means of routing and 
scheduling to eliminate the majority of these hauls 
will have to be developed. The analysis necessary to 
evaluate these means will be performed on logistics 
models of the next decade. 

Productivity 

Most areas of industry have seen marked decreases in 
productivity over the last decade. The decline in out
put per labor hour and per equipment hour shows no 
signs of abating in the 1980's. The spiraling costs 
of labor and equipment have further exacerbated the 
decrease in productivity in money terms. The decrease 
in labor productivity has had a marked effect upon the 
characteristically labor intense area of logistics. 
Further, the restrictions by many states on length and 
weight requirements for trailers has imposed an addi
tional decrease in equipment productivity upon the 
motor carrier industry. In answer to the decrease in 
labor productivity, the next decade should witness an 
even greater shift toward automation of logistics 
activities. Warehouse management, materials handling, 
and order communication and processing represent the 
logistics activities most amenable to automation. Such 
warehouse management activities as scheduling receiving 
and shipping priorities and operation, designing 
storage layout and inventory flow, and rack and aisle 
design and location will become increasingly automated 
activities in the future. Terminal analysis models and 
smaller versions of logistics system design models will 
play an increasingly important role in assisting logis
tics managers to design and manage these activities. 

The area of materials handling will see a wider utiliza
tion of automated delivery and order picking systems. 
Terminal analysis models will fulfill the role of plann
ing such automated systems and the mechanized systems to 
support them. Such factors as the costs and benefits of 
the proposed system, material flow analysis, and ship
ment scheduling will all be incorporated in the analysis. 



'l1le communh·utlon and proecHHing of e ~ in many 
pn•H<•nt day HYHl<'lllH l.H cxt:rt•mely Labor intenHlve. 
Whether <>r<lerH arc Hent by telephone or mail, if l'J.erks 
perform the procesH at both ends, considerab.le labor 
can be lnvolved. Inventory systems of the 1980's will 
move more toward the utilization of checkout counter 
terminal activated systems. These systems utilize 
sales data from the checkout registers to monitor in
ventory levels and to automatically place orders when 
a prespecified reorder point is reached. Although 
these systems can save considerable time and money in
vested in manual processing of orders, they are not cost 
effective for all firms. Cost/benefit analysis of 
these systems for specific firms will be a role for 
logistics models. The costs and potential savings of 
such systems and which products to include and which 
to order manually are all questions to be answered by 
logistics models in the next decade. 

The decrease in equipment productivity in the motor 
carrier industry will reemphasize the importance of 
equipment routing and scheduling models in the future. 
Previous routing and scheduling models will be revised 
in the future to reflect the increased cost of equip
ment and, therefore, the increased importance of maxi
mization of equipment utilization. This increased 
importance will also aid in the poliferation of c.on
tainerized shipments in the future. Containerization 
creates a whole new problem for routing and scheduling 
models. Specifically, future models will have to cope 
with the situation where the transport vehicles and 
the containers must be routed and scheduled together 
and separately. 

Regulation 

Although many industries will be coping with increased 
regulation of their activities in the 1980's, the area 
of logistics is facing the unique situation of attempt
ing to plan for impending deregulation of the trans
portation industry. The airline industry began the 
deregulation process in 1977 with planned discontinu
ance of the CAB midway through the next decade (Forbes, 
January 8, 1979). Considerable efforts are presently 
underway to also deregulate the motor carrier and rail
road industries (Mentzer. and Krapfel, 1980). Of con
siderable interest to regulators and industry partici
pants should be the effect deregulation will have 
upon the shippers and carriers. One role of computer 
modeling in the area of logistics regulation will be to 
develop behavioral models of the effect deregulation 
of the varlous tpodes o[ transportation will have on 
carriers and shippers. One such modeling effort to 
determine shipper reaction to motor carrier deregula
tion is presently underway (Mentzer and Krapfel, 1979), 
but further models of carriers in the motor carrier 
industry and carriers and shippers in the railroad in
dustry should be undertaken. 

Certain ecological regulatory actions have had a parti
cular effect upon logistics. As mentioned previously, 
regulations limiting the length and weight of trucks -
limits concerned with safety and road damage - have 
limited productivity. In addition, pollution control 
devices are a noble step toward limiting harmful 
emissions, but they have also increased fuel consump
tion and, therefore, raised operating costs. Again, 
models designed to analyze these decreases in produc
tivity due to ecological regulation will be developed. 

A particular problem created by ecological regulation 
is the situation of reverse logistics (Bowersox, 1978). 
Several states and counties have passed laws banning 
the sale of products in non-returnable containers. 
These laws have created a scenario where companies must 
develop not only logistics systems to distribute their 
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products to the final consumer, but also a system to 
~ n the eontainers to the manufacturer. Since most 

systems arc presently designed as a one-way physical 
flow to the customer, this problem presents one of 
the greatest challenges facing logistics modeling for 
the next decade. Modeling efforts must be directed 
toward the goal of developing logistics design systems 
that adapt present systems so that costs are minimized 
and customer service maximized in the flow-to-the
customer segment of the system and costs are minimized 
and production scheduling augmented in the return-flow 
segment of what can be called the two way flow logis
tics system of the 1980's. 

Economic/Market Conditions 

The economic conditions faced by the western world have 
reached near crisis conditions. An economy where short
ages are an expected condition, inflation refuses to 
drop below double digit figures, and most economists 
have been predicting a recession for almost a year, now 
is a reality for the United States. Many economists 
see these conditions continuing far into the 1980's 
(Business Week, December 31, 1979; Forbes, January 7, 
1980; and Fortune, January 14, 1980). Shortages will 
place a growing dependence in materials management 
upon establishing continuity of supply and alternative 
sources for required raw materials. Logistics system 
design models of the future will be forced to devote 
more attention to contingency analysis to determine the 
consequences and alternatives to the discontinuance of 
supply of raw materials to the corporate logistics sys
tem. 

The combined economic conditions of inflation and re
cession will place a monumental profit squeeze upon 
the corporation and logistics in particular. In con
junction with decreases in productivity, rising fuel, 
capital, and labor costs will make efficiency in 
logistics operations no longer a desirable goal, but 
a necessary precondition for corporate survival. With
out such efficiency, the overwhelming weight of logis
tics costs - which already represents such a large 
proportion of the corporate cost structure - will make 
survival impossible in the economic climate of the 
next decade. Therefore, the challenge facing logis
tics modeling is the task of designing new systems and 
methods of operation to increase logistical efficiency. 
System design models will analyze such decisions as the 
efficacy of public versus private truck fleets and ware
houses. Facility location models will have as addi
tional criteria the minimization of shipping costs and 
sourcing of reliable, continuous raw material loca
tions. Routing and scheduling models will have to 
squeeze the maximum obtainable efficiency from trans
port vehicles and containers. Finally, terminal 
analysis models will face the challenge of even greater 
efficiency in materials handling and inventory control. 

Despite the potentially dire economic conditions pre
sented by the 1980's, market conditions will present 
many opportunities for marketing oriented firms. New 
and more accurately defined market segments will be 
catered to by well-designed product/service offerings. 
For example, for the first time the over 45 year old 
market will represent 53.9 per cent of the households 
and 59.9 per cent of the spending power in the 1980's 
(Business Week, November 19, 1979). Marketing efforts 
to successfully tap this market will differ markedly 
from efforts to reach the youth-oriented markets of 
the 1st decade. New marketing sttategies will also 
require new methods of distribution to reach these 
markets. More to the point, logistics systems will 
need more flexibility to adjust to serving a myriad 
of market segments, whose composition and importance 
are changing over time. Logistics system design models 



will play u necessnry part in designing systems which 
are effective and profitable. 

The introduction and market acceptance of new products 
and new variations of existing products will also pre
sent challenges to logistics and logistics modeling in 
the next decade. The potential exists for the intro
duction of radically different product forms, which will 
require new methods of distribution. For instance, 
many experts in the food marketing industry believe the 
high cost of energy will force the development of a new 
wave of dehydrated food products (Struse, 1979). Since 
many present food products are up to 95 per cent water, 
these new dehydrated products will drastically change 
present transportation and storage methods. The 
corporation marketing these and other new products in 
the future must begin now to plan the logistics system 
necessary to support the new marketing plan. Such new 
system design represents a challenge to logistics sys
tem design models of the future. 

Technical Trends/Orientation 

Tite application of technological developments in the 
area of logistics has been considerable over the last 
thirty years. The wide application of control techni
ques and computer models discussed earlier bears 
witness to the technical orientation of logisticians at 
this point in tlme. However, the demands_of the next 
decade will require new and innovative trends in model
ing efforts and revamped technical orientations among 
logisticians. The antithetical advantages and dis
advantages of simulation and optimizing techniques 
will provide the impetus for the development of hybrid 
models, combining both simulation and optimizing algo
rithms into a single model. Although some hybrid models 
presently exist, the large number of factors to be con
sidered and the need for optimal answers will probably 
create a trend toward the majority of logistics system 
design models having hybrid characteristics. For ex
ample, logistics system design models of the future 
will provide the simulation ability to realistically 
replicate logistics systems and perform contingency 
analysis. However, the inventory sourcing, transporta
tion routing and scheduling, facility location, and 
materials flow decisions of the models will be turned 
over to optimizing algorithms. Therefore, single 
logistics system design models will provide the flexi
bility, reality, and ability to handle large scale 
systems inherent to simulation models and the benefits 
of optimal solutions inherent to optimizing models. 

A new orientation of the next decade will present it
self as logistics managers attempt to capitalize upon 
the profit generating potential of logistics. This 
profit generating potential lies in the area of custo
mer service. Whereas logistics has been traditionally 
looked upon as a cost. center, the area of customer ser
vice provides a competitive, profit generating variable 
comparable to pricing, product design, and promotional 
campaigns. For instance, if two companies market iden
tical product, promotional, and price offerings, but 
one company guarantees next day delivery and the other 
two week delivery, clearly the former will be at a 
competitive advantage. The problem confronting logis
tics managers is how to measure the effect of different 
levels of customer serviee upon customer behavior. 
Other areas of marketing have been investigated ex
tensively through consumer behavior models. In the 
next decade the behavioral dimensions of logisties 
variables will be investigated more fully. Models 
which measure the logistics costs of various levels of 
customer serv lee will he joined with models which mea
sure the effect of customer service upon buyer behavior 
and, ultimately, corporate sales revenue. These 
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consumer behavior/logistics models will provide an in
strument through which logistics managers can perform 
cost/benefit analysis to determine the optimal custo
mer service level for their particular firm. 

A further development in this area of behavioral models 
will be efforts to model the interaction and management 
of the production/marketing/logistics interface. For 
over a decade, the advantages of a system approach to 
management has been discussed by practitioners and 
academicians alike. The systems approach, simply 
stated, advocates the coordination of all management 
areas to the optimization of the corporate goals 
(La Lande, 1976). A necessary precondition to this 
is the establishment and management of the goals of 
production, marketing, and logistics in such a way as 
to support the corporate goals. For example, if market 
research leads to a corporate goal of a 90 per cent 
customer service level for a particular product line, 
the goals of logistics and production should be adjusted 
to meet this goal. However, production and logistics 
costs should be considered in the customer service 
level decision. Thus, the interaction, negotiation, 
and coordination necessary between the production/ 
marketing/logistics interface must be studied more 
fully before the systems approach can be realized. To 
accomplish this analysis, models will be developed not 
only to study the cost/benefit interrelationships of 
the production/marketing/logistics interface, but also 
the inherent behavioral dimensions. 

Conclusions 

A multitude of environmental factors will impact upon 
logistics management in the next decade. These fac-
tors have been discussed under the headings of energy, 
productivity, regulation, economic/market conditions, 
and technical trends/orientation. Each of these areas 
will present particular challenges for logistics models. 
Continued shortages of raw materials will lead to new 
facility location models which emphasize, in addition 
to the traditional location factors, the importance of 
continuity of supply from various locations. Con
straints placed upon the transportation industry by de
creasing labor and equipment productivity, increased 
containerized intermodal shipments, ecological regula
tions, and skyrocketing energy costs will precipitate 
a renaissance in the area of routing and scheduling 
models. These models will be similar to earlier efforts, 
but will place increased emphasis upon these new en
vironmental factors. The need for increased efficiency 
in warehousing and materials handling activities will 
lead to new terminal analysis models to evaluate 
alternative automated systems. Energy and supply con
straints upon sourcing, deregulatory moves, reverse 
logistics, checkout register inventory control systems, 
new and changing market segments and products, and the 
increasing importance of economic efficiency are all 
going to exert considerable influence upon logistics 
systems in the next decade. New logistics system design 
models will evolve to aid logistics managers in develop
ing and analyzing these new systems. In addition, 
hybrid models--combinations of simulation and optimiza
tion--will be developed to help cope with this myriad 
of decision areas. Finally, models will be developed 
to investigate more fully the behavioral areas of 
logistics. Specifically, models of affected party re
actions to deregulation of the transportation industry, 
consumer behavior/logistics models to analyze the 
effect of different levels of customer service on cus
tomer buying habits, and models of the production/mar
keting/logistics interface will be developed. Many 
of the new developments and applications of logistics 
models in the 1980's will be extensions and adaptations 
of the modeling efforts undertaken over the last twenty 



years. Most of this will consist of the incorporation 
of new factors into presently available models. New 
work w:lll pt· imar lly [J(• l.n the areas of hybrid models 
and behavioral. logistlcs models. 

A f lnu.l rl'mlndc•r uf lL•sHonH ll':.trnud J.n a ~  l.oglHtlcs 
modell.ng er forts HlwuJ d be rcemphasl.zed for the future. 
Logistics modl'ls are not .intended as solutl.ons to 
logistl.cs problems, but merely as Jnstruments for 
analyzing these problems. The challenges facing log
istics modelers in the 1980's are to develop models 
to effectively analyze the next decade's logistics 
problems. The challenges facing logistics managers 
are to utilize these models to solve the problems and 
meet the O[lJlOrtunities of the next decade through appli
cation o[ tltese new models. 
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PSYCHOCRAPHICS: VALID BY DEFINITION AND RELIABLE BY TECHNIQUE 

J. Paul Merenskl, University of Dayton 

Abstract 

this article suggests a limitation on the use of the 
term "psychographies" to those studies utilizing a 
uniquely marketing oriented assessment technique. The 
appropriateness of psychometric validation techniques 
for this form of psychographic method is explored. The 
argument is proposed that the logic of the psychometric 
approach is inappropriate to this particular assessment 
problem. A more appropriate rationale is suggested for 
the reliability and validity issues, in light of the 
unusual characteristics and objectives of this emerging 
technique. The discussion concludes with a suggested 
rationale for the development of theoretical links 
between consumer behavior and the behavior being mea
sured with this new approach. 

Introduction 

"Man 1>< the measure of all things ... " Protagoras 

Whether or not man is the measure of all things, as 
Pr-otagor-as proposed, he certainly is the measurer of 
all things. One o[ his latest forays into the realm of 
measurement is psychographies. It has been receiving 
increased attention in marketing research as a segmen
tn t !on t<•chn lque. The term psychographies seems, on the 
face L1f 1 t, to be an amalgam of the terms psychometrics 
and dcmogrrtphics. Unfortunately, as Wells has pointed 
out, (Wells, 1975) no single definition has met with 
general approval. Currently, the term seems to encom
pass any use of psychological testing for marketing 
purposes. However, there is a distinctly different 
method emerging in this marketing madness which deserves 
to be considered and not to be led astray by inappro
priate concern over psychometric issues. 

The uniqueness of the psychographic approach is still 
developing. However, it centers around the creation of 
"behavioral averages" across a multi-attribute space in 
a heterogeneous market of individuals. The real interest 
is not on utilizing individual, unidimensional con
structs (eg. personality traits) to predict consumer 
behavior in individuals. Such studies have been done, 
but this author believes they have been inappropriately 
lumped into what is emerging as psychographic method. 
This uniquely marketing oriented approach is focussed 
on extracting consumer profiles representing clusters 
(not individuals) of behavioral "types" (multidimen
sional constructs) comprising various proportions of a 
given market. 

Tht• two r-evlewH of pHychographic techniques by Kassarjian 
and Wells (Kassnr-jian, 1971; Wells, 1975)presented 
excell<'nt profiles of the benefits and drawbacks of 
state-of-the-art psychographic studies. Kassarjian 
seemed to be advocating more widespread application of 
the techniques of psychological test construction to 
the dev<'lopment of psychographic scales for general 
marketing use. This would eliminate the need to borrow 
or "jury-rig" scale:; which have no theoretical connec
tion to tlw b<>havJor b<'ing studied. (Wells, 1975) 
Kassarjlan apparently sees a closer approach to psycho
metric methods as the appropriate direction for psycho
graphic methods. It will be suggested that this would 
be inappropriate. 
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The Psychometric Approach 

A brief review of the issues involved in a psychometric 
approach might serve useful as a springboard for fur
ther discussion of its appropriateness. A psychometric 
approach to the technique of psychographies would 
demand an attempt to determine both the reliability and 
the validity of psychographic instruments. There would 
seem to be little to dispute in this objective, as the 
literature is sparse on both counts. 

Reliability 

Reliability is usually ascertained by a correlation co
efficient between two measurements obtained in the same 
manner, i.e., either taken at different times (test
retest) or with equivalent forms or split-half tech
niques (internal consistency). The coefficient tells 
what proportion of the variance is non-error variance. 
Reliability coefficients are affected by the length 
(number of items) of the instrument and the spread of 
scores in the group studied. 

There are two general principles that it is useful to 
remember when conducting reliability analyses. 1.) A 
summated score from the individual items in an instru
ment will have greater reliability than the individual 
items themselves; and 2.) The spread of scores can pro
duce low reliabilities even though most respondents 
answer identically both times. If there is low variance 
(no spread of scores on particular items), the denomi
nator will be small and small changes (only a few 
people) on the second measurement can inflate the 
differences out of proportion to their actual signifi
cance. 

These principles embody the statistical dynamics which 
make psychometric reliability techniques unnecessary 
and inappropriate for most psychographic studies. How
ever, the sQurces of variance in response (and, hence, 
reliability) are always present. (Thorndike, 1949) 

These factors are precisely what we mean when we refer 
to a human being's individuality. When the objective is 
to clearly and unambiguously detect the presence or 
absence of a specific psychological state (or trait) 
within a particular individual, these sources of vari
ance constitute a major hurdle. However, when the 
objective is to detect similarities in response behavior 
between individuals (stereotyping) embedded in a multi
dimensional person-attribute space, utilizing large 
samples and aggregating at the group level (not one 
individual), these sources of variance lose their 
impact as "random errors tend to cancel and overall 
averages and percentages tend to be quite stable." 
(Wells, 1975, p. 203) 

Validity 

The application of any instrument to decision making 
tasks requires, even more than reliability, that it be 
valid. Validity means the measure actually represents 
what it is supposed to measure. This area is consider
ably more complex and difficult to assess. The types of 
validity normally considered are: 

1. Face or consensus validity exists when a measure 
'looks as if' it should indicate a particular 
concept or variable. 



2. Predictive or concurrent validity exists when a 
part.icular measure predicts (is correlated with) 
some criterion measure. This is sometimes termed 
convergent validity, meaning the measure corre
lates or 'converges' with other supposed measures 
of tlw variable in qm•st'lon, showi.ng that the 
correlation Is not spurious. 

J. Discriminant Validity exists when the measure is 
uncorrelnted with other measures NOT supposed to 
reflect the variable of interest. 

4. Construct Validity is considered only after the 
measures have been validated by the preceding 
criterion. It exists when a particular hypothe
tical construct, composed of several 'measures' 
ac t111.1l1 y operates in theoretically expected ways. 

Validity also Involves lnt·ernal (to the instrument) 
considerations. Item analysis is used to construct a 
psychological test and insure that it unidimensionally 
measures the same thing (hopefully the trait it is 
supposed to measure). A correlation coefficient is 
computed between each item and the total score. All 
the items should correlate strongly with the total 
score, 1 f the test is to be internally valid. This, 
we will see later, is a fundamental difference in 
objective which renders psychometric technique inappro
priate for most of the emerging psychographic studies. 

The Psychographic Approach 

The necessity for both validity and reliability in any 
instrument Is undisputed. However, the psychometric 
techniques typically used to establish these conditions 
to the satisfaction of potential users are not always 
mandated or appropriate. It will be argued that, 
Kassarjian's suggestions notwithstanding, the psycho
metric measurement techniques are inappropriate for 
the emerging psychographic studies. As Wells stated 
quite clearly in his introduction to the applications 
section of his excellent review (Wells, 1975, p. 207) 

... The real world discussion will argue that 
reliab ~ and validity are neither necessary 
nor sufficient to insure that psychographic 
datn rnn be used. (underlining mine) 

It Is in~ an  to recognize that Wells could NOT have 
meant that 1111 instrument which is eHher invalid or 
unreliab.le can be presumed to have utility in any field 
of en e ~  (not even in marketing). No conscientious 
marketing pundit, no matter how offhandedly, would 
suggest that nd.!abillty and validity are irrelevant 
for instruments used in marketing analyses. However, 
that is not the same as stating that psychometric 
validation and reliabil.ity testing are unnecessary (in 
fact, inappropriate) for most psychographic instruments. 
This is so because the psychographic approach can be 
shown to produce both with a more appropriate rationale. 

Psychographic Validity 

Validity, as we' have seen, ts many faceted. However, 
in the psychographic techniques we are discussing, 
construct validity is the major issue. To gain any 
insights into this issue, it is important to understand 
that tht' c•mphntdo: in psychometric valldntfon IH on 
Insuring 11 correspondence between what is obtained 
(measurt>d) nnd what is sought (trait). When we are 
dealing wl.th the search for a unidimensional construct, 
such as n personality trait, this is of paramount 
importance. It is possible for the measure to reflect 
any number (perhaps infinite) of potential characteri.s-
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tics of a human being, other than the one sought. 

Psychographic validity, however, involves a multi
dimensional construct (a behavioral average) across 
a complex of characteristics (response tendencies). 
Unlike the psychologists, our level of concern is a 
relati.vely amorphous aggregate with stereotypical 
consistency assured to some degree by the law of large 
numbers. (Bass, Tigert, and Lonsdale, 1968) Therefore, 
construct validity in psychographies concerns this 
multi-dimensional behavioral average, and not any 
specific trait exhibited by any single individual. This 
reduces the psychographic validity problem to one of 
definition. 

Construct validity involves both the theoretical and 
operational (measurement) aspects of a conceptual 
formulation. As Fiske pointed out, (Fiske, 1973) 

..• The investigation of construct validity 
must study a construct-operation unit, not a 
construct and some casually selected procedure 
for its measurement. The specific measuring 
procedure must be involved integrally in the 
total conceptual formulation being subjected 
to empirical test • 
... Hence the delineation of the construct 
must itself identify at least one (and pre
ferably more than one) specific measuring 
operation congruent with the conceptualization. 

On this basis alone, the validity of many psychographic 
constructs is superior to any of the psychological 
tests currently in use. As stated, the construct we 
are seeking is a behavioral "average" of individuals 
who would characterize themselves in similar ways. 
Since the measurement (usually Q factor analysis or 
some other clustering technique) actually produces 
clusters of individuals who (on average) actually 
characteri.zed themselves similarly, it becomes obvious 
that the construct and the measurement are operationally 
and theoretically the same! There is no validity 
issue, since the construct and the measure of it are 
identical. 

This seems, on the surface, to avoid the issue of 
whether or not anyone possessing the characteristics 
in a given profile actually exists in the marketplace. 
But it does not. To ask whether anyone really posses
ses the characteristics is to ask whether there 
actually is an "average" man. Once the profiles are 
obtained, there can be no question but that there are 
clusters of individuals who, on that self-report 
inventory, have characterized themselves in very 
similar ways. The other obvious and more fundamen
tally important question of whether this behavior 
(characterizing oneself in given ways) is or is not 
related to any other behavior (consumer behavior) is 
not an issue involving the validity of the measure 
itself and will be discussed later. 

Psychographic Reliability 

The issue of measure reliabi.lity is relatively a 
"non-issue" in the sense used in psychological testing. 
In the first place, Cronbach has reported reliabilities 
of .80 and above for self-concept inventories.(Conbach, 
1960) Thus, at the level of the individual, self
concc!pt seems to remain extremely stable. Consequently, 
even if psychometric reliability were an issue in 
psychographies, most psychographic studies (which use 
essentially self-concept inventories) could be expected 
to be fairly reliabie. However, psychometric reliabil
ity, on the other hand, involes a cross-sectional 
analysis (inter-individual). 



Psychometric reliability, whll e fundamentally related 
to psychographic reliability, is nonetheless inappro
prlate. In psychometrics, lt ls erucial to determine 
and correct the different degrees of reliability in 
the art leu] at ion of individual responses. These 
differPnces can be internal to the individuals (Thorn
dike, 1949) or external (in the construction of the 
data collection instrument). However, this reliability 
involves a univariate analysis of variance for a uni
dimensional construct. 

Psychographic reliability has a different focus. Since 
the constructs in psychographies are like "averages" 
or central tendency representations of multi
dimensional objects (people) in a large population. 
These are inherently more stable. The fact that they 
are multi-dimensional creates different reliability 
issues because the intraindividual differences tend 
to "wash out" in the larger cross-sectional analysis. 
The primary focus is on systematic similarities among 
large numbers of individuals embedded in a multi
attribute space. 

A pnrt:lcular stimulus (item) whntever its characteris
tlcEI (amb lgul ty, semantic b.! as, and so on) can still 
reveal systemntl<: behav.loral s lmilarities in response 
to it, as long ns the level of analysis is not an 
individual but some amorphous "social average." In 
psychographies, the search is for these systematic 
tendencies possessed by various proportions of a 
population. If these tendencies exist, then the 
individual response re1iabi.Lities are likely to be 
affected systematically by them. The individual 
response rel iabil ities would tend to regress toward 
the syst0mic norm. A Q factor analysis should capital
ize on these, as we shall see at the end of this 
discussion. Obviously, if there are no systematic 
behavioral differences underlying the responses, the 
reliabilities should be random and, therefore, cancel 
themselves out. 

The point being proposed here is not immediately 
obvious. What is NOT being proposed is that the 
reliability of psychographic instruments is irrelevant 
because we are dealing with large numbers of people 
and "average" constructs. The central point is that 
reliability in the psychometric sense is an inappropri
ate consideration. Reliability for the conditions 
surrounding the emerging psychographic techniques 
involves multi-dimensional person-attribute spaces and 
usually some type or 1 inear transformation or cluster
ing in said space. As Wells suggested in his validity 
issues summary (-Inappropriately, by the way, since it 
is a rP 1 J nb II Jty probl <'m inherent tn the techniques). 
(We I ls, I 9 7 5) 

•.. Marketers who make important decisions on 
the basis of e ~n a i n studies urgently need 
ways to determine when the products of cluster 
analysis or Q factor analysis represent real 
groups of real consumers, and when they repre
sent figments of the computer's imagination. 

Whi.le this, on the surface, sounds like a validity 
issue, it 1 s not. Obviously, the clusters represent 
"real groups of n ~  consumers" (unless monkeys were 
clustereJ). The issue here is the reproducibility of 
the groups. This is more a function of the specific 
techniques used to generate the groups than any 
individual rcl lability in response to the items in the 
instrument. This varies widely by type of clustering 
techniquP, with Q factor being superior to most. 

In short, what we do have as a reliability issue, is 
the reproducibility of the actual clustering from 
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sample to sample. This is largely a problem in tech
niques of linear transformations in a multi-attribute 
space. (Cooley and Sawyer, 1978; Morrison, 1967; 
Overall and Klett, 1972) Psychographic instruments, 
in the main, are disaggregated inventories serving as 
batteries for factor analytic analysis. Factor analy
tic theory is a specialization and extension of the 
more general theory of linear transformations in a 
multi-dimensional space. (Runnel, 1970). The 
reliability of the factor solutions involves different 
issues than those for aggregated unidimensional 
instruments (psychological inventories). 

Psychographic Logic 

The fundamental differences in logic and technique are 
brought to light most clearly by reference to Nunnally's 
description of faulty logic in developing a psychologi
cal test (unidimensional measure). (Nunnally, 1967, 
pp. 245-24 7) 

••• First you ask yourself, 'Why construct a 
test?' Then you answer, 'To predict a criterion.' 
If that were so, what would be the best items 
for the test? Obviously, items that indivi.du
ally correlate well with the criterion. The 
more each item correlates with the criterion, 
the more the total test score will correlate 
with the criterion. 

He goes on to further refine this logic by suggesting 
that items which do not correlate with each other (but 
which highly correlate with the criterion) would be 
best. (Multicollinearity issue) This logic means 
that the maximum multiple correlation would be obtained 
when all items correlate highly with the criterion and 
zero with each other. Each item adds information and 
the linear transformation will correlate highly with 
the criterion. From a psychometric perspective 
(developing a unidimensional measure of a specific 
construct or trait) this logic is totally erroneous 
and unacceptable! However, since this logic is the 
logic of linear transformations, when developing an 
average behavioral type (a multi-dimensional construct) 
as in Q factor analysis, the logic is impeccable. 

Factor analysis encompasses a number of techniques 
for establishing linear constructs which account for 
structural relations in matrices of intercorrelations. 
(Cooley and Lohnes, 1971; Morrison, 1967; Overall and 
Klett, 1972; Runnel, 1970) For Q factor analysis, the 
matrix of inter-correlations is among individuals 
presumed to relfect (by their self-report responses) 
different manifestations of similar fundamental 
e a~i a  types (presumably with respect to self

report behavior). In terms of representation of the 
correlation matrix, there are many equivalent factor 
solutions. However, some of the possible solutions 
may be more meaningful than others with respect to 
other information concerning the domain involved in 
the factor analytic study, and, consequently, more 
likely to be reproducible. 

The Q factor analytic concept presupposes common 
causal elements in the intercorrelations between 
individuals. This is obviously a more tenable and 
palatable assumption than an assumption of causality 
between any two individuals. Therefore, the intuitive 
idea is that the extent of stereotypical behavior 
between two individuals is the result of their common 
possession of more basic attributes, presumably 
revealed in their responses to an array of items in a 
battery. In most psychographic studies, those items 
are the ways in which the individuals would character
ize themselves in self-report inventories. (Johnson, 
1974) 



There is no guarantee that a poorly designed battery 
of self-reports w:lll produce meaningful factors (types). 
llowevt>r, Cor n well-designed experiment, employing a 
large snmple slz<' :l.n a limited domain (such as 
consumption of one product), the analysis techniques 
will reveal ~ n e e  stereotypical consistencies are 
embedded in the intercorrelat:ion matrix. When the 
battery and sample size are large and varied enough to 
overdetermlne the results of the analysis, highly 
replicnbl<' results are possible. (Calantone and Sawyer, 
1978) Calantone and Sawyer did not use a Q factor 
approach, but they did use a varimax factor analysis 
as input to another cluster technique with excellent 
results. 

Normally in factor analysis, the battery size (number 
of items In the instrument) needed to overdetermine 
the solution depends on the number of factors to be 
extracted. However, ln Q factor analysis, sample size 
is the relevant consideration, not battery size. This 
ls so because the Q factor solution is a mirror 
operatf.on of the usual factor problem. Thus, battery 
size plays the role that sample size would play in 
normal factor analysis, and vice-versa. 

If we let n represent the sample size and m represent 
the battery size (number of Items or attributes), the 
origina 1 data m;1trix, ~  would be an nXm matrix. In 
norma] factor analysis, the correlation matrix to be 
factored, C, would he an mXm matrix of column-wise 
lntercorrelations between attributes (items). In Q 
factor analys:is, the eorrelation matrix to be factored, 
R, would be an nXn matrix of row-wise intercorrelations 
between individuals. 

In Q factor :malysis, therefore, the intercorrelations 
ro be factored are a resultant of the degree of lin
earity in the responses between each pairing of indivi
duals taken across the items in the instrument. The 
role normally played by sample size in the bivariate 
correlation of a sample, is played by the battery of 
items in the instrument. The two "variables" being 
correlated are the individuals. Their item responses 
are the "random replications", i.e., random sample of 
their individuality. In other words, the items are 
held constant by the random principle (a necessary 
assumption of the technique) and the individuals 
(variables) are presumed to vary. Each item is 
assumed to be a random replication of some aspect of 
the same "variable", i.e., a specific individual. 

It is dlff l.cul t. for an individual, under such conditions, 
to respond 1n a way that does not reflect his individual 
vari.abl.lity, no matter what the item is. Since an 
indl vidual's responses are his individuality, how does 
he unrel iably reflect that? While it is possible for 
an l.ndlv:idual to unrellably reflect, for example, his 
possession of the dominance trait, it is not possible 
for his responses to ~ e a  reflect hls responses! 

The techniques of Q factor analysis, therefore, can 
quite n•ad ily absorb randomness in responses to items 
in a batll·ry (and, in fact, nssumes it). Consequent1y, 
the items in a battery need not, (indeed should not) 
possess psychometric reliability. Good psychometric 
technique (and logic) has been shown to be the opposite 
of good factor analytic technique. However, the items 
should possess interpretive reliability, i.e., have 
been shown to be related consistently to the area of 
consumc·r profll<·s, even though it could not help but 
reliably rdlect: the individuality of the participants. 
A e ~ selection of Items, on the other hand, should 
tap the major dimensions (stereotypical consistencies) 
in a populllt·Jon (if they exist and can be represented 
by linear t·nmsformations). 
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The issue of psyc.hographic reliability, therefore, has 
not disappeared. It has simply been transferred to a 
more appropriate arena than psychological test develop
ment (psychometrics). It is clearly more related (by 
theory) to econometric tec.hniques. However, it is, 
strictly speaking, minimally related to both, and 
actually represents a unique e e ~en  of marketing 
techniques. 

The reliability of Q factor representations can be 
increased by a straightforward increase in sample size 
and an appropriate restriction of the numbers of 
factors (types) to be extracted. This is controlled 
by insuring that you have a sufficient number of dis
tinct correlations to overdetermine the solution. The 
number of distinct correlations is the number on one 
side of the diagonal of the correlatfon matrix, R (nXn). 
This is given by n(n-1)/2. (Notice that only sample 
size appears). 

If we let r equal the number of factors to be e a e~ 

the number of distinct correlations to overdetermine 
the solution can be calculated. This is dictated by 
the number of independent factor weights in the solu
tion. The number of independent factor weights can be 
found by determining the number of weights in the 
reduced (nXr) matrix of uncorrelated factors, A, which 
can be restricted to zero (without altering the funda
mental factor analytic equality) and subtracting this 
number from nr, the number of elements in!· 

The fundamental factor analytic equality in matrix 
notation is: 

where: 

R - U2 AA' 

R is the original correlation matrix (nXn) 
U2 is the diagonal matrix of unique variances 
- (unexplained, nXn) 
A is the weigh matrix for uncorrelated 

common factors (nXr). 

The number of weights in A which can be restricted to 
zero is r(r-1)/2. e e ~ e  the number of independent 
factor weights is given by nr-r(r-1)/2. In order to 
overdetermine the factor results, the number of dis
tinct correlations ought to be somewhat greater than 
the number of independent factor weights, the greater 
the better. Thus, the basic inequality should be, 

n(n-1)/2 > nr-r(r-1)/2 

This should not tempt people using psychographies into 
thinking all of their problems can be solved by sample 
size. In particular, the utility of the measures (a 
separate issue) is a function of good experimental 
design. This involves adequate and well-articulated 
theories linking the behaviors being measured to the 
behaviors of interest. However, as we have seen, this 
does not involve the specific techniques and logic of 
psychological test development (psychometrics), but, 
rather is more appropriately couched in the theory of 
linear transformations in a multi-attribute space. 

Application to Marketing 

The lssue of a theoretical connection from the behavior 
measured publicly characterizing oneself in given ways) 
to other behaviors (consumer behavior) concerns the 
usefulness of the measure and not its validity or 
reliability. Fortunately for marketers, there should 
be a strong correspondence between how we would 



characterize ourselves in a psychographic inventory, 
nnd how and wlwt Wt' consum<'. Tn racl:' arguml'Jll:S for 
the exlstt'tll'l' of Jwnwnnllly ai ~ nr<' C'onslderably 
less cunvlnclng than thos<' which mlr,ht b<' ndvanc<'d 
for "conHurnpt·r on t rn f r-R." 

We do not, llfl n general rule, consciously try to 
project specific personality characteristics, eg., 
"Today I shall behave as an introspective, compliant, 
other-directed person. It should not be surprising, 
then, to find that self-report inventories requiring 
consc:lous articulation of personal characteristics are 
minimally useful, despite extensive validation. Our 
conscious attributions can be unrelated to our under
lying personality (whatever that is). Consequently, 
the instruments must be devious and otherwise circum
spect to ferret out the "real you" from your conscious 
attributions and articulations. 

We do, on the other hand, select our apparel and 
myri.ad other consumer products based on our conscious 
attributions about them and ourselves, eg., "That 
suit (or dress) is not me;" or "I'm not the sports car 
type." In the main, our goods and services perform 
social functIons. These functions are related to our 
desired public image. In many cases, we augment, 
establl.sh, or alter our self-images by our consumption 
behavior. ~ a  or where we eat, how we dress, the 
kinds of products we use and don't use, are all ways 
we can use to express who we are. 

For marketing purposes, therefore, we may not need or 
want to know the "real you," because .it may not s.igni
ficantly impact on consumer behavior. The "desired 
yoll," however, can be of enormous interest. The 
attri.huti.ons we would make about ourselves, various 
products and services, and the people who use them 
can directly tap into th.is dimens:ion. Correctly 
devised instruments to measure these attr.ibutions 
(consumption inventories) should enable us to define 
"consumption traits" (routinized purchase dispos.itions) 
more effectively than any psychological inventory 
measures personality traits (routinized general 
response dtspostt:ions). 

From n measurement standpoint, the information is in 
the conscious grasp of the subjects and they are posi
tively mot·lvated to project (in L1<:t, do so out of 
hand) the very images and attributions we seek. Their 
conscl.ous articulati.on of the needed informati.on is 
accessible with self-report techniques. Psychologists 
only wish that were true of their instruments. Conse
quently, psychometrically unvalidated psychographic 
profiles are proving very useful. (Bernstein, 1978) 

But you say these are such superficial measurements. 
The only way to obta.in enduring prediction J.s to 
measun• I he "real tnlits" of an Individual, not some 
Lnhl'renlly superficial and falsified social character
istics. In fact, we are forewarned in research methods 
courses to he wary of the "socially acceptable" 
answers, as though they contained no useful. information. 
Bunk! They probably contain more useful marketing 
information than any in-depth psychoanalytic interview 
or battery of psychological tests ever could reveal. 
(Bernstein, 1978) 

In short, what we are seeking are relatively fluid 
social constructs, no enduring and deep-rooted 
psychological characteristics. As the social signifi
cance of products, activities, and so on, changes, (as 
they will in our fast-paced society) the "consumption 
traits" will alter. This can occur (and probably does) 
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without any alteration on the human beings responding 
to the changes. Thus, even an Archie Bunker might 
switch his nlleginnces, preferences, and objects of 
admiration with the times. Nevertheless, he is still 
Archie, and he represents a distinct proportion of 
Aoc1 cty (though he is perhaps an extreme caricature 
of the type). Therefore, his new "consumption 
traits" (on average) are still likely to be represen
tative of all such "Archie Bunker" types. 

Market segmentation, ad campaign development, and 
other marketing strategies and tasks, therefore, can 
be aided by psychographic profiles revealing such 
things as, how people of a certain type would charac
terize themselves, what they consume, what they think 
of various products, and what they would identify 
themselves with (publicly). (Bass, Pessemeir and 
Tigert, 1969; Wells, 1975) From a marketing stand
point, it makes little difference whether a particular 
person identifies with a certain life style because 
of introversion, extroversion, or perversion! ~a  is 
relevant to marketing analysis, is that for given 
proportions of the market there is public identifica
tion with various life styles and this corresponds 
to consumption preferences. The proportions of a 
given market who possess certain "consumption traits" 
should be fairly stable in the short run. The value 
to marketing of such profiles cannot be overstated. 
(Bernstein, 1978). 

In conclusion, what we have called "emerging psycho
graphic technique" represents a uniquely marketing 
oriented approach to assessment and an enormously 
valuable source of marketing data. We must be very 
sure that we do not belie its usefulness by asking 
it to meet inappropriate validity and reliability 
objectives. Unlike the psychometri.c techniques, we do 
not seek to accurately measure a specific unidimen
sional construct clearly and unambiguously. Our 
objective in psychographies is to represent a nebulous 
and complex multidimensional construct (a "type" of 
human being) by some amorphous "average" pattern of 
exhibited social behaviors (self-report behaviors) 
thought to be closely related to other social behaviors, 
i.e., consumption habits. The validity issue, as we 
have seen, disappears by definition, and the reliabil
ity takes on different (inherently more stable) 
characteristics by the assumptions and techniques of 
the approach. The interpretation issue remains the 
most important one, and should be our major focus when 
we construct items for inclusion in such studies. 
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MARKET SEGMENTATION: A NEW LOOK AT AN OLD TOPIC 

Michael K. Mills, University of Southern California 

Abstract 

This paper reexamines the concept of market segment
ation from the viewpoint of individuation
deindividuation theory and research, and discusses 
how this theoretical base may be applied to direct 
market segmentation strategies. 

Introduction 

Stanton (1978) defines market segmentation as "The 
process of taking the total, heterogeneous market for 
a product and dividing it into several submarkets or 
segments, each of which tends to be homogeneous in 
all significant aspects". Market segmentation can 
a.id the marketing strategy of a firm by, as 
Yankelovich (1964, pg. 83) has noted: 

1. Channeling money and effort to the potenti
ally most profitable markets 

2. Designing products that really match market 
demands 

3. Determining what promotional appeals will 
be more effective for the company 

4. Choosing advertising media more intelli
gently and determining how to better 
allocate the budget among the various media 

5. Setting the timing of the promotional 
efforts so that they are heaviest during 
those times when response is likely to be 
at its peak 

Market segmentation is, of course, a much utilized 
and a much researched notion (e.g. Twedt, 1964; 
Wilson, 1964: Day, Shock, and Srivastava, 1979; 
Roberts and Wurtzel, 1979; Sewall, 1979), in the 
marketing discipline. Academics have, for example, 
debated the benefits of segmentation versus posi
tioning (e.g. Smith, 1956), discussed analytical 
segmentation techniques (e.g. Frank and Green, 1968) 
and have researched the "best" ways of segmenting a 
market (e.g. Haley, 1968; Frank, 1967), and marketing 
managers have done their best to put the benefit 
derived from these investigations to work in the 
marketplace,· with, of course, the segmenting of the 
cigarette market as one of the best examples (e.g. 
Stanton, 1978). 

Yet, while it is generally agreed that the notion of 
market segmentation is a backbone of marketing 
thought, and quite .effective in marketing practice, 
it may be useful to focus on what may be a critical 
aspect of segmentation that has received little 
attention in the literature, and which may, in fact, 
represent both a new way of thinking about the seg
mentation issue as well as a "new" segment useful for 
marketing efforts. This aspect concerns the idea of 
individuation-deindividuation as it relates to mar
keting theory and practice. We will, then, first 
selectively rPview the literature relating to this 
important concept, and will then turn to a discussion 
of how this topic may relate to the segmentation 
issue. 

Individuation-Deindividuation 

Individuation was defined by Jung (1946, pg. 561) as 
"the developmrnt of the psychological indiv.idual as a 
differentiated being from the general, collective 
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psychology". Individuation, therefore, is a process 
of differentiation, having for its goal the develop
ment of the individual personality. Deindividuation, 
by contrast, is the process of losing one's individu
ality or distinctiveness, to become one with the 
collective psychology. In our culture, individuation 
in a psychological sense tends to be equated with 
maturity and self-actualization (Dipboye, 1977) 
whereas deindividuation has been described as dys
functional for both the individual and society. 
Violence in urban areas (Zimbardo, 1969), the lack of 
creativity in large organizations (Whyte, 1956), the 
conventionalization of consumer tastes (Van Den Haag, 
1957), the dehumanization of women (Friedan, 1963), 
and the alienation of large segments of society 
(Keniston, 1970; Kanter, 1980) are some of the prob
lems cited as symptoms of a deindividuating culture. 

As Dipboye (1977, pg. 1057) points out, however, 
despite the relevance of deindividuation to current 
social problems, the psychological and sociological 
literature has been guided by two different theoreti
cal approaches. 

One approach has been to view deindividuation as a 
loss of restraints, afforded by anonymity and other 
forms of depersonalization (e.g. Le Bon, 1896). 
Theorists adopting this perspective, which has its 
or1g1ns in crowd theory, view the experience of 
deindividuation as a positively affective event. 
Theorists adopting the other view predict that 
deindividuation arouses negative affect and serves as 
a stimulus for behavior that establishes the unique
ness and continuity of a person's self-conceptions 
(Ellison, 1947). A vast amount of research in the 
psychological literature has been devoted to one or 
another of these theoretical perspectives, and will 
now be briefly reviewed. 

Deindividuation and Unrestrained Behavior* 

According to Dipboye (1977, pg. 1058), "the largest 
portion of the social-psychological research on the 
topic of deindividuation consists of tests of the 
hypothesis that a loss of identity is the stimulus 
for unrestrained, impulsive, and uncontrolled 
behavior (Festinger, Pepitone, and Newcomb, 1952; 
Singer, Brush and Lublin, 1965; Zimbardo, 1969)." 
That is, experimental social psychologists have taken 
the approach of the crowd theorists (Le Bon, 1896; 
Tarde, 1890; McDougal, 1920), who postulated that a 
dissolution of individual identity occurs for indivi
duals in a crowd and that this loss of identity acts 
as a stimulus for uncontrolled group behavior. Jung 
(1946, pg. 261) maintained, for example, that loss of 
identity in a crowd released the violent, primitive 
side of human nature as evidenced in a "frenzy of 
unmeasured instinct. It represents horror at the 
annnihilation of the principle of individuation, and 
at the same time 'rapturous delight' at its destruc
tion." 

*See Dipboye (1977) for a more comprehensive review 
of the literature in this and the following section. 



To test this notion social psychologists have, given 
the experimental tradition, designed deindividuating 
inputs to test the impact of these on such normally 
restrained behaviors as aggression (Watson, 1973; 
Baron, 1970; Zimbardo, 1969) risk taking (Pincus, 
1969; Nicholson and Argyle, 1969), nonnormative reac
tions to social influence attempts (Duval, 1976) and 
other forms of ant.inormative behavior, such as 
cheating (Diener and Wallbom, 1976) or using sexually 
explicit 1 anguage (Singer, Brush, and Lublin, 1965). 
The results of these experiments have generally shown 
that "deindividuated" individuals perform more noncon
forming or antinormal behavior (for example, increased 
frequency of noncompliance to social influence at
tempts) than "individuated" individuals. Additionally, 
theorists in this group have shown some, though weak, 
support for the notion that deindividuation is plea
sureable and tends to be associated with liking for 
the group (Dipboye, 1977). 

Deindividuation and Identity Seeking 

In contrast to the previous theoretical approach 
discussed, a second sees deindividuation as an unplea
sant experience that motivates the individual to seek 
individuation (Dipboye, 1977). The origins of this 
approach 1 ie in the humanistic orientation (Horney, 
1950; Maslow, 1968; Fromm, 1956). Fromm (1956) stated 
that humans struggle between the need to escape sepa
rateness and the need for a separ-ate identity. Fromm 
(1956) felt that people in our society delude them
selves where necessary, into believing they are 
individuals, wher-e such a need "is satisfied with 
regard to minor differences: the initials on the 
handbag or sweater, the name plate of the bank teller, 
the belonging to the Democratic as against the 
Republican party, to the Elks instead of to the 
Shriners, become the expression of individual 
differences. The advertising slogan 'it is different' 
shows up this pathetic need for difference, when in 
reality there i.s hardly any left." 

Theorists adopting this orientation take a different 
view of the nonnormative, anticonforming, or seemingly 
uncontrollable behavior often exhibited by deindividu
ated individuals. In their view, such behaviors may 
represent an attempt on the part of the deindividuated 
individual to "reindividuate" himself or herself, or 
to gain the attention of those who refuse to recognize 
that individual's separate existence. In the case of 
aggressive behavior, for example, Milgram and Toch 
(1969) showed that group aggression, i.e. a riot, may 
be intended to dispel and not reduce anonymity. Klapp 
(1969, pg. 84) has noted, with respect to self
prest•nta t ion, that "people are seeking audiences, 
trying to draw attention, rather like entertainers and 
celebrities. They choose styles-cosmetics, hairdoes, 
beards, silndals, wigs, eye patches, flamboyant cos
tumes, much as an actor choosing a costume in a 
dressing room--with an eye to its impact on audiences, 
to catching attention with startling effect." Thus, 
according to those holding this view, not only do 
individuals seek to present themselves in a manner 
that establishes their uniqueness, but they also may 
reject fet•dback or other attempts to lump them into 
homogeneous categories (Snyder and Larson, 1972). 

Importann• of the Concept for Market Segmentation 

While further integration of the conflicting theoret
ical orientations inherent in the deindividuation 
issue must be forthcoming (Dipboye, 1977), it is 
nonetheless possible to recognize the importance of 
the individuation-deindividuation issue for marketing 
theory and practice, particularly as relates to the 
concept of market segmentation. Individuation-
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deindi viduation may represent a new way of thinking 
about the segmentation issue, may point to "new" 
segments available for increased marketing attention, 
and may suggest additional refinements of previously 
existing segmentation strategies. Each of these will 
now be reviewed in turn. 

A New Way of Thinking About Segmentation 

Individuation-deindividuation theory perhaps suggests 
a new way of thinking about market segmentation. 
Market segmentation is utilized, among other reasons, 
because of the inherent impracticability of marketing 
to individual consumers. Thus, through segmentation 
marketers attempt to identify relat;ively homogeneous 
groups of individuals or "submarkets" which serve as 
the target for marketing efforts. The key here is the 
notion of "relatively homogeneous," and relates to the 
bases upon which the segmentation strategy is formed. 
The research base underlying individuation
deindividuation theory suggests that while consumer 
"groups" may be relatively homogeneous with respect to 
more traditionally utilized segmentation bases they 
may differ substantially and concurrently with respect 
to the rationale underlying group and product identi
fication. While this is, in itself, not a new idea, 
being related to reference group theory (cf. Merton 
and Kitt, 1950; Stouffer, Suchman, Devinney, Star and 
Williams, 1940), for example, it is possible that 
individuation-deindividuation may help provide a 
rationale and a framework for more effectively con
sidering these differences as they relate to segment
ation. 

Identification of "New" Market Segments 

Individuation-deindividuation theory may point to 
previously undifferentiated market segments, and 
provide a rationale for more effectively dealing with 
these individuals. Recent research by Kanter (1980), 
for example, has identified a large segment of deindi
viduated, and somewhat alienated European consumers. 
The results of Kanter's survey, which covered 2200 
respondents in England, Belgium, France, Holland, 
Italy, and West Germany, showed that, by often lop
sided percentages, respondents in five of the six 
nations displayed a remarkable cynicism and alienation 
from positions and institutions of note. These 
individuals, and their counterparts in our own country 
and others, may represent a new opportunity or a new 
challenge to marketing efforts. Indeed these individ
uals may represent important new market segments 
previously untapped or largely ignored under more 
traditional segmentation analysis. 

Planning More Effective Marketing Strategies 

Individuation-deindividuation theory may be extremely 
useful in planning more effective marketing strate
gies. That is, efficient utilization of the findings 
of previous individuation-deindividuation research may 
prove useful in "finetuning" promotional campaigns, 
identification of target markets, and the like. For 
example, for years advertising promotions and sales 
appeals have utilized or capitalized on the so-called 
"bandwagon effect." Yet individuation-deindivduation 
theory may be particularly effective in helping to 
identify those product classes, and appeals which can 
most effectively feature "Bandwagon" promotions. 

It is clear, for example, that (1) advertisers already 
utilize individuating versus more deindividuating (or 
group oriented, "bandwagon") appeals in their messages 
and (2) that some product classifications and tradi
tional market segments are seemingly more appropriate 
targets for an individuated versus deindividuating 



appeal. The following examples drawn from past and 
present advertising appeals, demonstrate both of these 
ideas: 

TABLE l 
SEGMENTATION OF ADVERTISING APPEALS 

Product 
Classification - --

Motorcycles 

Soft Drinks 

Automobiles 

Wearing 
Apparel 

Individuating 

(Yamaha) 
"Don't follow 

anyone" 

(Dr. Pepper) 
"Be a Pepper" 

(Volkswagon) 
"Everybody's 
Playing Follow 
the Leader" 

(Jordache) 
"The Jordache 

Look" 

Deindividuating 

(Honda) 
"Follow the 

Leader" 

(Pepsi) 
"The Pepsi 
Generation" 

(Chevrolet) 
"Baseball, 
Apple Pie, 

and 
Chevrolet" 

(J.C. Penneys) 
"Plain-pocket 

Jeans" 

However, it is equally apparent that advertisers in 
particular, and marketers, generally, have utilized 
these appeals in an unsystematic fashion, without the 
benefit of theory or adequate conceptual frameworks. 
Individuati on-deindivduation theory may be useful in 
guiding the research which could further delineate 
these important issues. 

Directions for Future Research 

The application of individuation-deindividuation 
theory to market segmentation strategies suggests a 
number of directions for future research. Future 
studies might seek to determine the size and composi
tion of various deindividuated segments of the popula
tion, as these may represent untapped market segments. 
Such research should also seek to identify behavioral 
and other dimensions of these segments. Research 
might be done, for example, on the differential 
response, if any, to deindividuating versus individu
ating advertising appeals for segments of variously 
deindividuated and individuated individuals. 
Future research might a] so probe the interaction 
between level of group identification, rationale and 
type of deindi viduating inputs, and behavioral re
sponse to marketing stimuli. In this way more under
standing and a gradually developing profile of what 
may be "new" market segments will be accomplished. 

Conclusion 

This paper has discussed Lhe relationship of 
individuation-deindividuation theory to market segment
ation. In particular the paper first reviewed the 
individuation-deindividuation literature, and then 
discussed how these concepts might be applied to 
thinking about segmentation in a new light, to iden
tify previously untapped market segments, and to 
direct market segmentation strategies. 

Examples of individuating and deindividuating appeals 
wert> also given and future research directions were 
also suggested. 
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USlNC A MAHKETlNG METIIOJJOLOGY TO MEASURE ACCOUNTING GOODWILL 
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Ted Rozycki (student), York University 

Abstract 

Measuring f lrm goodwill in the private limited firm 
still remains a contentious issue in accounting. 
This paper proposes an alternative method of measur
ing goodwill bused on the market share such firms 
are able to achieve through competitive marketing 
strategies. It gives explicit recognition to the 
role that marketing resources play on determining 
the value of a firm when considering acquisition 
or disposal. 

Introduction 

Determining acquisition or disposal values for pri
vate limited companies continued to occupy the atten
tion of the accounting literature. While there is 
general agreement that business goodwill, the most 
problematic aspect of such valuation, can be measured 
by the• present value of the firm's anticipated 'ex
cess' earnings, observers continue to express uneasi
ne8s aL exl,;tlng methodH of derivat.Lon. 

The concern has been primarily centered on four issues 
a,;sociated with direct methods of valuation. First, 
the difficulty in e e inin~ a normal rate of return 
to the [inn given the problem of finding representa
tive firms, secondly, the d lfflculty in estimating 
the 'excess' earnings dlrectly attributed to goodwill, 
thirdly, finding the appropriate discounting rate 
for these excess earnings (Paton 1936), and finally, 
identification of those items which have contributed 
to existing goodwill (Nelson 1953). 

Ilecause of these problems one finds that indirect 
methods of goodwlll valuation are often used in pre
ference to direct estimation. These approaches view 
goodwill as merely a residual or balancing item. 
Such methods are mon' likely to place emphasis on the 
"brenk-up" value of the rirm rather than on its per
formancL' us n going concern (Weston and Brigham 1975). 
What appears then to be currently needed is a measure 
for goodwi.ll which has the simplicity of appeal of 
the indirect approach and the precision that direct 
valuation methods purport to be striving for. This 
paper proposes an alLPrnative way of estimating 
firm goodwill which has such advantages. It suggests 
that goodwill should be measured directly based on 
the existing market sltare the firm has. 

While th<' valul' of the public company and associated 
goodwill can be directly assessed on the basis of 
existing share prices, there exists no comparative 
methodology for derivation of goodwill in the pri
vate firm. In the public enterprise the difference 
between the going concern value and the liquidating 
value can be said to represent the value of the organ
ization or the accounting goodwill. On the other 
hand valuation of "the private limited company" is 
often confounded by lack of explicit recognition of 
the organization value, the major determinant of the 
firm's Euture success (Moon 1968). 

However if the firm is perceived as a market actor 
with specific characteristics that are responsible 
for its competitive behavior there should exist a 
direct relationship between these [actors, the 
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ability to earn superior earnings and its market per
formance. It is this relationship that thls paper 
examines with the purpose of showing how it can be 
applied to measurlng accounting goodwill. A number of 
examples are provided to demonstrate the reconstruc
tion of goodwill from industry and firm data. 

A Market Centered Approach 

The view that goodwill is the consequence of the pos
session of certain economic advantages by the firm, 
evidencing itself in the form of superlor earnings in 
an amount greater than can be expected for a typlcal 
firm in the industry, is generally accepted in the 
accountlng literature (Edey, 1962). 

These economic advantages may be customer lists, trade
marks, trade names, brands, patents, copyrights, secret 
processes and formulas, llcenses and favorable atti
tudes toward the enterprise by all of its relevant pub
lics (Nelson, 1953). It is these competitlve char
acteristics whlch determine the firm's success in the 
market place. Their strategic utilization is causally 
connected with the sales, and consequently, the earn
ings that the business unit derives from operating 
(Buzzell, Gale and Sultan, 1975). 

It is this assumption that distinguishes the market 
centered approach from a more conservative accounting 
view which holds that "The mere existence of an estab
lished concern, and favorable attitudes on the part of 
customers, employers, and others associated therewith, 
does not demonstrate the existence of intangible pro
perty. '1 (p. 4, Staub, 1945) Some accountants disagree 
and admit that favorable customer attitudes can and 
does give a push or "momentum" to goodwill, a much 
more enlightened perspective (Nelson, 1953). 

On the basis of the above the following postulates are 
suggested: 

1) Customer (or consumer) goodwill is a measure of 
favorable consumer attitudes to the firm's pro
ducts and can be defined as their disposition to 
buy the company's products or services over a 
competitor's offerings. 

2) Although customer goodwill is traditionally 
regarded as one component of the firm's good
will (Nelson, 1953), it should be viewed as 
the single determinant of a firm's sales, a 
consequence of the resultant of the interac
tion of the strategic constituents of firm 
competitiveness (Kotler, 1980; Schoeffler, 
Buzzel and Heany, 1974). 

Consumer Goodwlll, Superior Sales and Market Share 

A firm's sales (and consequently, earnings) are a 
reflection of consumer goodwill toward the firm and 
its products. In choosing between "equivalent" pro
ducts, buyers select those which offer a greater 
amount of perceived beneflts relevant to their needs. 
This link between sales and consumer goodwill is ex
plicltly assumed and expressed in the firm's market
ing strategy. As a consequence the presence of super
ior sales volume, and therefore superior earnings are 
indicative of a competitlve advantage secured by the 



stratq;Jc Jl;;posnl or· firm';; resource,; (l•'nrrls and 
Huzzvll, 1'!/'1). 

Tile t•xlHlt•nc•· or n lnq;<· mllrkL'l fJIIIlrc or tlw ablllty 
to keep 11 nHlrk<'l r>oHlt Jon does not o;Jmply "happen," 
rather Lt lo; a reflect lon of the presence of such fac
tors as a superior product, a good location, effective 
pricing strategy, superlor management, etc. These 
factors result in superior earnings for the firm, 
Therefore, a large market share and superior earnings 
are related because of the existence of the common pre
requisite causal factors which similtaneously give rise 
to both features. The I'IMS Studies provide some empir
Ical evidence which demonstrates that market share and 
return on investment arc highly correlated and lend 
empirical support to the above argument (Schoeffler, 
Buzzel and Heany, 1974; Pruhan, 1971). 

Market shares can be used to measure consumer goodwill. 
Slnce market share is a measure of the consumers' dis
position to buy the firm's product versus those of com
petitors, then by definition, market share is a rela
tive measure of consumer goodwilltoward the firm. 
Maintenance and growth J.n market shares are a result of 
consumer preferences for the firm's products (Farris 
and Buzzell, 1979). Goodwill on the part of the cus
tomers toward the firm will also manifest itself 
through increased superior sales and superior earnings. 
Consequently, a measure of customer goodwill such as 
amrket share is necessary in order to determine the 
firm's super.lor sales volume and superior earnings. 

Two aspects of market share must however, be borne in 
mind. Firstly, the market share is a relative measure 
o[ goodwill (relative to others in the industry), 
s.lnce share is a relative figure. Secondly, market 
share Is not a monetary estimate of goodwill, and 
therefore Js not ln a form which can be presented in a 
financial statement. 

Tlworetlcal Derivation of Goodwill 

It is now necessary to proceed from a measure of good
will in the form of market share to a monetary figure 
for goodwill. Consider the case of two or more estab
lished firms who have unmet production capacity. 

There are three reasons for these restricting assump
tions. In the case of a newly formed firm, no market 
share can be presumed to exist and consequently no 
goodwill. As m1les increase, both market share and 
goodwill will increase as the firm's ~  and activ
ities become known. More than one firm needs to exist 
in the indtHJtry, since a market share of 100% is a 
trivial case as this Indicates a 'pure' monopoly situa
tion. The consumer has no choice but to buy from a 
single supplier and market share can no longer be a 
meaningful measure of goodwill. Indeed in such cases 
the present value of superior earnings becomes a redun
dant measure, since the "normal" earnings and the actu
al earnings are equivalent. The final assumption is 
necessary In order that customers are not queued and 
that capacity does not come into play in limiting mar
ket shares. Tile existence of overcapacity allows for 
allocation of sales to indifferent buyers on a first
come - first-served basis. 

The revemw of a [ lrm is ucr lved from purchases of re
peat buyL,rs and those who have no definite preference 
for the firm's products. It is repeat buying that is 
an indicator of consumer goodwill since such behavior 
is consistently influenced by specific benefits offered 
by the particular firm and its product. Those buyers 
represent a superior sales volume over and above the 
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sales expected from the stochastic behavior of indif
rc•t·.,nt. buyers (Korlur, 1'!71•; lluwurd, llJb8), 

Tho lndlfferent consumers can be said to exercise mini
mal specHic preference for particular products. They 
are flexible in their requirements and buying patterns. 
They are equally likely to choose products of one firm 
as another, hence each firm would experience physical 
sales to the indifferent consumers in proportion to 
their sales capacity. 

Mathematical Derivation of Firm Goodwill 

In the discussion that follows, "P" J,"epreeents the num
ber of units sold to loyal buyers (who reflect consumer 
goodwill, by showing consistent preferences for one 
firm's product) and "I" represents the number of units 
sold to indifferent buyers, for the entire industry. 
Assume two firms, "A" and ''B" exist in an industry, 
which sell only one product. Let "A'' be the firm in 
question, and let "B" represent the sum of sales of all 
other firms in the industry. It is important that "I" 
and "P" refer to the industry, whereas "IA" and "PA" 
refer to firm "A". 

A measure of consumer loyalty (or superior sales) for 
firm "A" is given by the 'ratio: 

(1) Consumer 
goodwill 

This ratio will be defined as the goodwill multiplier. 
Here, IA represents the firm sales to indifferent cus
tomers, and P A represents· the firm Sl!les to loyal cus
tomers. 

A small value for this ratio indicates that PA is small 
with respect to IA. Hence, most sales occur to indif
ferent buyers. A large value for this ratio indicates 
that IA is small with respect to PA. Most sales occur 
to loyal buyers, therefore consumer goodwill exists. 
This ratio is related to the market share of firm "A" 
(also an expression of consumer goodwill), in the fol
lowing manner: 

PA + IA = k x Market 
PA + IA + PB + 18 Share 

Here, "k" is a factor of proportionality, Its value 
can be determined. It will be assumed that k = 1, for 
simplicity. 

As the market share increases, the relative importance 
of the loyal buyers on sales will increase. This is 
reasonable, Another way of stating this is that for a 
given sales capacity, growth in the market share is a 
natural outcome of more customers actually preferring 
the firm's product. 

For example, if 

k x Market Share 0.5 

Let IA + PA = 1, and therefore, IA = PA = 0.5. Now we 
let the market share increase to 0.51. 

PA = k x Market Share= 0.51. 
IA + PA 

Let IA + PA = 1, and therefore, PA 0.51 and IA 0.49. 



This assumption that growth in market share is accom
panied by growth in consumer goodwill is embodied in 
equation (2). 

The product of the ratio x (Sales - CGS) gives 

the earnings figure resulting from the purchases by the 
firm's loyal buyers. This is the superior earnings, in 
dollars, which exists due to such favorable factors as 
location, good management, pricing, quality, employee 
productivity, etc.l represented for an accounting per
iod. These factors attract and retain the loyal buy
er's patronage. In order to calculate goodwill as the 
present value of future superior earnings, it is nec
essary to make a projection of future sales and future 
market shares, as well as costs. 

Estimates for I and P are obtained from market research. 
If the firm sales capacity is not exceeded, then a new 
constraint must be introduced. This constraint is that 
the sales to indifferent customers is in proportion to 
the sales capacity of the firm.2 

Some Numerical Examples 

Example 1 Excess Capacity 

A market survey shows 90% of the buying population 
showed strong preferences for certain brands of widgets. 
Firm "A" has 10% of the market share and 5% of the in
dustry capacity. Industry sales were 1,000,000 widgets 
per year, and each firm has sufficient capacity to meet 
its demand. Calculate the firm's goodwill, if the con
tribution is 20%, and the sales price is $1.00. 

Using units, S = I + P = 1,000, and I = 10% x 1,000,000 
or 100,000 units being sold to indifferent buyers. 

IA 5% x 100,000 = 5,000 units sold by firm "A" 
to indifferent buyers. 

SA = 10% x S -= 10% x 1,000,000 = 100,000 widgets. 

PA = SA- IA = 95,000 widgets. (PA is treated as 
a residual, after the calculation of IA) 

Superior earnings = __ ~ x ($ Sales = $ CGS) 

for'the year 

lA + P. 

95,000 
lOO,OOO X (100,000 - 80,000) 

$19,000 

Examples 2 and 3 present further applications of the 
method. Example 2 shows the effects of differences 
in capacity while Example 3 shows the individual 
effect of differencei in costs of production. 

1It should be emphasized that the superior earnings 
figure is a reflection of the firm's sales strengths 
and cost controls. For example, such intangibles as 
good relations with material suppliers or highly pro
ductive employees will act to reduce the c'ost of goods 
sold and therefore increase sales or earnings. In real
ity, any factor which increases sales or decreases 
costs is necessarily reflected in superior earnings. 

2rhe sales to preferential buyers is not necessarily 
in proportion to the firm's sales capa.city. 
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Example 2 Calculating Goodwill with 
Differences in Firm Capacity 

Let us assume three firms A, B and C with operating 
production capacity of 50%, 30% and 20% of the exist
ing and market shares of 45%, 30% and 25% respectively. 
Furthermore 10% of industry sales of $1,000,000 is 
accounted for by indifferent buyers, The selling and 
production costs of the widgets are $1,00 and $.80 re
spectively. 

Sales to indifferent buyers = 10% x $1,000,000 • 
$100,000 

Indifferent buyers 
sales 

Preferred buyers 
sales 

Cost of goods sold 

Superior Earnings 

~ Firm B Firm C 

$ 50,000 $ 30,000 $ 20,000 

$400,000 $270,000 $230,000 
(320,000)(216,000)(184,000) 

$ 80,000 $ 54,000 $ 46,000 

Example 3 Calculating Goodwill with 
Differences in Costs of Production 

Let us assume that three widget producers A, B and C 
have similar production capacities, equal market shares 
and unit production costs of 80¢, 85¢ and 80¢ respec
tively. Again 10% of the industry sales of $1,000,000 
is to indifferent buyers. The selling price of a wid
get is $1.00. 

Sales to indifferent buyers = 10% x $1,000,000 = 
$100,000. 

Indifferent buyers 
sales 

Preferred buyers 
sales 

Cost of goods sold 

Superior Earnings 

Firm A Firm B ~

$ 33,000 $ 33,000 $ 33,000 

$300,000 $300,000 $300,000 
(240 I 000) (255 I 000) (240 t 000) 

$ 60,000 $ 45,000 $60,000 

It should be noted that although Firm B has the disad
vantage of higher production costs, it has a positive 
goodwill and a market share (above that to be expected 
from having purely indifferent buyers). 

If the production capacity of one firm in the industry 
is exceeded, then another firm may cater to the excess 
demand, and its market share increases. This also in
creases the goodwill of the larger firm, since it now 
has a capacity advantage over a competitor. This ad
vantage is reflected in an increase in sales and there
fore goodwill. This shift of buyers from one firm to 
another due to inadequate sales capacity is identical 
to in its final effects to a shift of buyers due to the 
pricing, quality, or other changes in the components of 
goodwill. It is important to note that it is the in
different buyers who are the first to shift due to tem
porary undercapacity, If the undercapacity is perman
ent, then loyal buyers may also shift their patronage. 
In this case, a new goodwill multiplier PA , should 
be calculated. IA + PA 

Although we have considered only the single product 
firm, the methodology for deriving goodwill in a multi
product firm is similar. For this type of firm, one 
can calculate market share for each product to obtain a 
measure of the superior sales to loyal buyers for each 
product. 



TmpiT"alfnnH lor Val.ual.lon ur t:oodwll.l. 

Wl' mu,;t point out that tlll'n' are three main dlffi
eultles In applying this method. The market must 
first be surveyed, and then segmented into loyal and 
indifferent buyers using appropriate criteria (Frank, 
1968). Market shares can then be derived and measures 
of sales allocation between the two types of pur
chasers obtained. Secondly, "equivalent" products 
must be defined. While this method can be used in 
markets composed of diverse competing products, it 
works best for homogeneous products where the market 
can be more easily measured. This ability is an im
portant consideration in view of the problems asso
ciated with determination of the relevant market 
(Shocker and Srinivasan, 1979; Day, Shocker and 
Srivastava, 1979). The measure of goodwill could be 
materially affected by the definition of market which 
is chosen. What is important is that the definition 
must be useful for reporting and planning purposes. 

Notwithstanding the above problems, there are a num
ber of advantages in usi.ng our new approach to good
will valuat.ion. This method not only measures the 
internal.ly and externally created goodwill that af
fects sales, and therefore market share,but it also 
makes no distinction between the sources of such good
will. In contrast traditional methods only recognize 
purchased goodwUl and disregard the contribution that 
intangibles such as advertising, sales policy and 
sourcing strategy make to increasing sales. As a re
sult the super lor earnings capab.ility of the firm is 
often underestimated. 

This valuation technique permits goodwill to remain as 
an unamortized asset until there is evidence of its 
decline through loss of market share or sales. In 
contrast, current methods of amortization of goodwill 
tend to be arbitrary and imposed ex ante. For the 
firm desirous of increasing its disposable value there 
is a motivation to increase sales and market share, an 
incentive not offered by the classical method. Our 
measurement of goodwill realistically puts the empha
sis on performance featur<.!S and competitive strength 
evidenced by a demonstrated potential for generation 
of new sales. 

Although the determination of future income and per
formance has its own imprecision, adoption of this ap
proach focuses attention on consideration of future 
market shares and earnings, which are the crucial el
ements to look 'at in firm acquisition or disposal de·
sisions. The acquired business is worth more than the 
sum of its net assets because of the market share and 
earnings to be had. Such worth is determined by its 
relevant publics and competitive environment, in par
ticular, consumers (through sales) and compeitiors 
(through market share changes). This emphasis on the 
external environment adds a new dimension to the mean
ing of goodwill. 
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Abstract 

The socialization process that takes place in the child
youth market, provides a guideline for the retail mar
keting strategy. This article first explores the 
importance of this market. After this exploration, an 
attempt is made to identify different marketing stra
tegies at different stages of the socialization process
The rest of the paper elaborates upon how marketing 
strategy for the child-youth market can be developed. 

Introduction 

Socialization is a broad term for the process by which 
an individual assimilates or learns the culture in 
which he is reared. It is through this process that 
the characteristics of his everyday life are determined 
(Zigler and Child 1969). Through interactions which 
other people and with various environmental factors, he 
develops his specific pattern of socially relevant be
havior experience. This process can be viewed as an 
organized behavioral system of exchange. 

the consumer socialization process is characterized by 
attitude formulation which includes the learning of 
social roles and the concomitant behavior patterns. 
As social creatures, individuals continually observe, 
learn, and preserve the norms, folkways, values, be·· 
liefs, and attributes of others in the same society. 
This is the initial development of knowledge, attitudes, 
and consumption patterns which are relevant to the 
individuals' functioning as consumers (Ward 1974). 

It has been stated that the child learns adult behavior 
patterns, aduLt values, and anxieties through his child
hood experiences. These experiences therefore in
fluence profoundly the formation and composition of 
cognitive patterns and behavior in later stages of the 
life cycle (Gesell and Ilg 1974). During the transi
tion from childhood to adulthood, each of the child's 
actions is reinforced, punished, or ignored. In the 
child's environment, various stimuli are associated 
consistently with one another (Gesell and Llg 1974). 
Berelson and Steiner (1964) state that opinions, atti
tudes, and beliefs are "inherited" (psychologically and 
sociologically) from one's parents; children learn them 
early and that learning persists into adulthood. 

This paper presents a discussion of the child-youth 
market's size and sales potential, followed by a review 
of the consumer socialization process as it relates to 
retailing. ln the discussion, the consumer socializa·· 
tion process of the child is analyzed in the form of a 
fourstage model. Finally, the relationship and impor
tance of the process to marketing are presented in a 
series of general propositional statements. 

The Child-Youth Market 

The child-youth market, as defined here, includes indi
viduals from age 3 to 19. The closest breakdown of 
U.S. Census Bureau figures shows that in 1979, 61.371 
million or 28% of the total population was contained 
within this age span (U.S. Dept. of Commerce 1980). 
Despite the declining birth rate, it has been projected 
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that by 1990, this segment will be 60 million strong 
and will drop only slightly. to approximately 25% of 
the total population and remain there through the year 
2000 (U.S. Dept. of Commerce 1977). 

The importance of this young market and the considera
tion that it should receive from astute retailers stem 
from youth's significant discretionary purchasing 
power. According to U.S. Census Bureau figures for 
1978, there were 14,966,000 people between the ages 
of 14 and 19 earning incomes totaling $24.442 billion 
(U.S. Dept. of Commerce 1980). The median income of 
year-round full time workers in 1974 for males and fe
males between the ages 14 and 19 was $7,079 and $5,928, 
respectively (U.S. Dept. of Commerce 1980). 

Income figures for children aged 3 to 13 are most 
difficult to obtain. Income from part-time jobs, 
allowances, or monetary gifts provided the child mar
ket with substantial purchasing power. Some years ago 
a study (McNeal 1969) estimated average weekly expendi
tures of children to be about $1.10. If we were to 
assume that this figure has gone up to $3.20/week, in 
1980 the child market would have increased approximately 
$6.1 billion. Perhaps the most important aspect of 
this group's purchasing power is related to the influ
ence they exert on virtually all of parents' purchases. 
One study indicated that approximately 15% of the time 
teenagers have sole influence on key family purchase 
decisions (Samli and Windeshausen 1965). However, in
formation on this influential power is extremely 
limited; thus, the full significance of the child-
youth market remains to be established. 

The Socialization Process's Influence on Young Consumers 

The socialization process is triggered by social expec
tations and exchanges which influence the behavior 
associated with various roles. Through the different 
stages of the socialization process, the individual 
will experience the impact of new roles (such as those 
adopted in adolescence) which may modify or change 
completely the previously learned patterns. In the 
process of learning these new roles, the young indivi
dual acquires various attitudes, knowledge, and values 
which affect his role as a consumer. Due to the in
fleunce exerted upon it by these roles, consumer be
havior is viewed as a second-order consequence of more 
fundamental aspects of social learning (Ward 1974). 

Throughout the socialization process, there is a multi
tude of cultural factors influencing the child's buy
ing behavior. Seven of the more important cultural 
factors are the following: family, peers, marketing, 
outside adults, community members, teachers, and 
community organizations. In order to understand and 
appreciate the full implications of the consumer 
socialization process, one should analyze it from two 
different perspectives: the exogenous factors in
fluencing the individual (including the seven cultural 
factors mentioned earlier), and the analysis of the in
dividual himself throughout the process. The latter 
approach is utilized in this paper. 



The Four Stag<'H of Consum<>r Soelalizat:ion 

During the cltildhood and adolescence stages, indivi
duals develop a set of expectations about products 
and services -- "a standard package" that they will 
own as adults (Reisman and Roseborough 1955). It is 
reasonable to assert that this standard package also 
includes retail establishments (Samli and Windeshausen 
1964). Children begin to learn the consumer role 
through actual "participation, observation, and 
training" (McNeal 1969). Additionally, they commence 
learning values and attitudes which prepare them for 
the role of adult consumer. There are four stages 
in the individual's life cycle which are considered 
to be significant from the retailers' point of view 
(Gordon 1971). These are discussed in this paper 
(Figure 1) and are presented in descending order accord
ing to their degree of influence in the consumer 
socialization process. Since there is little evidence 
that early childhood and infancy stages are important 
for the retailing sector, the Oedipal period is the 
first life cycle stage presented. 

~ ~ i~ e  io_d. '11lis is the period during which the 
consumer socialization process commences (Alexander 
1969). Parents are the key sources of values and 
information which are transmitted through instruction 
and selective reinforcement of special responses 
(Breckenridge and Vincent 1964). The child.also be
gins to interact with other children; hence, it be
comes important for him to obtain aeceptance by his 
peers (Garrison, Kingston and Bernard 1967). 

~a e  ~i  TI1e child makes his initial venture 
into the world of school in this phase, and he ex
periences the uncertainty and instability resulting 
from the behavioral expectations of others. The focal 
point in the child's social orientation begins shifting 
from his family to the peer group (Bossard and Bell 
1969). As the child's involvement in the peer group's 
activities increases, he develops a growing preference 
for association with this group. Other behavioral 
characteristics manifested in this period are rapid 
development of social consciousness; major interest 
in group activities; increasing susceptibility to 
social approval and disapproval; and a growing re-
volt against adult domination (Bossard and Bell 1969). 
During this period, the teacher plays a key role in con
veying societal demands and expectations (Garrison, 
Kingston and Bernard 1967). In addition, early in 
this stage television begins to play a major role in 
the socializatidn process. 

~~~~ e en ~  This is an important period in 
which various manifestations of antisocial behavior 
appear with a definite backward trend in social ad
justments (Bossard and Bell 1969). The youth joins 
own-sex peer groups and. learns to cope with the con
tinuing stress upon valued personal qualities-
ethnicity, social class, and gender role attributes 
such as sexual attractiveness (Kagan, Coles and Coles 
1972). His choice of group membership expands to 
involve family, peer crowd or cliques, "official" 
school groups, and the wider world of social class, 
socioeconomic status, and ethnic subcultures. He 
gains autonomy from the formal parental authority 
structure while gaining emotional peer support through 
conformity to the "youth culture norms." Buying 
behavior develops accordingly, as shopping with peers 
increases and shopping with parents decreases. Radio 
and TV have an even more influential impact on the 
developing consumer role than they did at the pre
vious stage. 
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e~ ~ ~~ e  This period is the stage in which 
the youth completes his transi.tion from childhood to 
maturity. The struggle for autonomy is facilitated 
by high school, college, and work-setting sub-cultures. 
During this period, the youth's discretionary income 
increases substantially. Additionally, with peers 
continuing to exert strong influence on youth's buy
ing behavior, a proclivity toward fads becomes more 
evident. The majority of purchases are made inde
pendently of parents, consequently, with the youth 
cultivating his own specific brand and store preferenc''. 

Available Forms of Purchase Influence for Young Con
sumers 

As a consumer the young individual has four forms of 
influence for securing desired products: Personal 
purchase by the child, direct requests at horne, direct 
requests in the store, and passive dictation (Wells 
1965). The first three are direct attempts and are 
rather self-explanatory. Passive dictation can be 
explained as the child's way of influencing the 
parent's purchase of products. By simply observing 
the child's consumption habits in terms of what he 
consumes willingly and what he resists, the parents 
can ascertain easily the child's preferences (Ward 
197 4) . 

In each stage of the socialization process, the young 
individual will select from his repertoire the form 
of influence or the combination of influence approaches 
which he perceives as having the highest probability 
of maximizing his satisfaction. Figure 1 lists the 
form(s) of influence utilized in the different stages. 
Tilese are presented in descending order according 
to their frequency and effectiveness in securing 
desired products. 

Strategic Consideration for the Retailer 

Figure 2 illustrates the logical flow of the decision
making process by a retail establishment as directed 
toward the child-youth market. Three key points are 
particularly critical in the diagram. First, the 
retailer must decide whether present or future empha
sis is more important in dealing with the child-youth 
market. Second, the age categories of the child-youth 
market must be determined. Finally, the target for 
the advertising and other promotional activities must 
be selected. Within the context of this flowchart, 
there are numerous strategies available to the re
tailer. Despite the fact that the retailing sector 
has multifarious marketing practices available for 
developing a marketing strategy, the majority of re
tailers have failed to produce and implement a com
plete and clearly delineated strategy. 

The following discussion is not meant to be thorough 
or exhaustive; rather, it presents certain key (al
though over-simplified) strategies which can be used 
by the retailer at different stages in the socializa
tion process. 

-Offer merchandise for children but appeal to parents 
and other adults for purchase. (Adult appeal) 

-Offer merchandise for children, but focus appeal pri
marily on parents and other adults for purchase; how
ever, try to attract the children to the store to en
courage overt request of parents in store by the 
children. (Adult appeal II) 



FIGURE 1 
FOUR ~  OF !HE CONSUMER SOCIALIZATION PROCESS 

1 
Life Cycle Stage Size (1973),2 

Most 3 
Significant Others 

Form(s) of 4 
Influence Utilized Retail Strategy 

9, 665 million Mother 
I. Oedipal Period 

(3-5 years) 
Father 
Television 
Same Sex.Peers 
Siblings 

Direct Request at Home Adult Appeal 
Direct Request in Store 
Passive Dictation 
Personal Purchase 

II. Later Childhood 
(6-11 years) 20.429 million Parents 

Television 
Same Sex Peers 
Teachers 

Direct Request at Home 
Direct Request in Store 
Personal Purchase 
Passive Dictation 

Adult Appeal II 
Child-Adult Appeal 

III. Early Adolescence 
(12-15 years) 14, 948 million Television, Radio 

Parents 

Direct Request at Home Youth Appeal 
Personal Purchase 

Same Sex Peers 
Opposite Sex Peers 
Teachers 

Passive Dictation 
Direct Request in Store 

IV. Later Adolescence 
(16-19 years) 16. 326 million Same Sex Peers 

Opposite Sex 
Television, Radio 
Parents 

Personal Purchase Youth Appeal II 
Passive Dictation 
Direct Request in Store 
Direct Request at Home 

Teachers 
Loved One 
Wife or Husband 

lG Gordon "Socialization Across the Life-Cycle: A Stage Developmental Model," e a ~ en  of Social 
e a i ~  a ~  University, 1969, and "Role and Value Development Across the Life-Cycle, iin ; ~~~  

on role theory, ed. by J. Jackson, Sociological Studies IV, Role (London: Cambridge Univers ty ress, • 

2"Population Profile of the United States: 1979," Current Population Reports, Series P• 20, No. 350, 
u.s. Dept. of Commerce, Bureau of the Census, May 1980; where exact age group statistics were not available, 
they were estimated through interpolation. 

3G. Gordon, moat significant others are listed in descending order in terms of their degree of influence 
in the consumer socialization process. 

414. wells, "Conununicating with Children," Journal of Advertising Research, V (June 1965), PP• 2-14; forms 
of influence are listed in descending order in terms of their frequency and effectiveness in securing desired. 
proo11rrs. 

-Offer merchandise for children and appeal to adults 
as well as the children. Make sure that displays and 
the layout in the store are persuasive enough for 
direct requests at home and direct requests in store. 
(Child-adult appeal) 

-Offer ~ an i e for the youth market, appealing pri
marily to the youth. Make sure that the displays and 
store layout are adequate, and also that the mer
chandise mix is appropriate for peer interaction and 
opinion leaders' approval. Put special emphasis on 
TV and radio advertising geared directly to the youth 
market. (Youth appeal) 

-Offer merchandise for the youth market with appeal to 
the youth market exclusively. Assure adequate mer
chandise mix, displays, and store layout; in addition, 
develop special customer services such as speci.al 
credit card, speci.ally trai.ned salespeople, liberal 
return policy, celebrity guests, and the like -- all 
geared to the youth. In other words, make sure that 
the "atmospherics" are adequate. Put special emphasis 
on TV and radio a elver Lising directed specifically to 
the youth market. (Youth appeal II) 
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In Figure 1 a general suggestion is made for the stra
tegies appropriate in each stage of the socialization 
process. There are numerous other strategies plus 
variations of the ones discussed above. It is impor
tant for the retailer to ascertain the specific 
characteristics of his target market(s) in order to 
develop a precise marketing strategy for successfully 
reaching the child-youth market. 

Figure 3 illustrates how each marketing mix component 
for the child-youth market could be utilized in each 
of these five strategies. If, for instance, the re
tailer wants to use merchandise mix for children to 
be a focal aspect of its child-youth market strategy, 
that retailer will either use adult appeal or adult 
appeal II. 

Although the marketing mix components in different 
strategies, the Figure illustrates what can be done 
to plan the child-youth marketing strategy. The re
tail establishment, by developing its own sequel to 
Figure 3, could plan effectively as to taking advant
age of the opportunities in this important market. 



FIGURE 2 

THE LOGICAL FLOW OF RETAILING STRATEGY TOWARD THE CHILO-YOUTH MARKET 

Examples of Special Marketing Practices 

A small sample of the numerous activities currently 
being used in retailing is presented below. 

1. Kroger has been distributing cookie credit cards 
to children in the elementary schools which can be 
presented at the bakery department when the child 
is accompanied by an adult. (Adult appeal II) 

2. Robin of "Batman and Robin" spends every Saturday 
in different shopping centers promoting merchan
dise to the youth. (Adult appeal and Adult appeal 
II) 

3. Stix Baer and Fuller in St. Louis formerly spon
sored the televised Saturday dances for young 
people on their premises. (Adult appeal and 
Youth appeal) 
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4. Ronald McDonald of McDonald Hamburgers visits grand 
openings of McDonald Restaurants to attract youth. 
(Adult appeal II and Youth appeal) 

5. Santa Claus not only visits toy departments of de
partment stores but frequently stays in the store 
throughout the Christmas shopping season. (Child
Adult appeal) 

6. Dairy Queen has a Dennis the Menace Dairy Queen 
Birthday Club which offers children free food on 
their birthdays. (Adult appeal II) 

7. Sam Goody's raffles off tickets to major rock con
certs in order to attract youth into its stores to 
purchase records and audio equipment. (Youth 
appeal) 



FIGURE 1 
ELEMENTS OF THE FOUR CHILD-YOUTH MARKETING STRATEGIES 

GEARED TO THE FOUR STAGES OF THE SOCIALIZATION PROCESS 
Marketing Strataaiea 

Marketina Mix Com.ponenu II III IV V 

Marc:handbe Mix fo't Children + + 

~ an i a Mix for the Youth ~ e  + + + 

Point of Pu.rchaaa Diaplaye for Children -+- + 

Point of Pureha•• Dbplay• !or tha Youth + + + 

Point of Purchaaa Displays for Adults + -+ -+ 

Store Layout for Children -+ + 

Store Layout for tha Youth + + + 

Store Layout for Adulta + + 

Pr0110tion to Childnn + 

Promotion to the Youth + + + 

Pr0110tion to Adults + -+ 

Cuetomar Sarvicaa tor Childrllft + -+ 

Cuat0111er Sarvieaa for tha Youth + + + 

Cunomer Service• for Multa + -+ 

+ + 

At11l0aphar1ea for the Youth + + + 

AtiiiDapharic:• for Adult• + -+ 

!•adult appeal, II=adult appeal II, III=child-adult 
appeal, IV=youth appeal, V=youth appeal II. (+) implies 
emphasizing, (-) imples de-emphasizing, and (+-) im
plies a combination. 

8. Country Legend in Southwest Virginia offers a com
plete line of denim jeans and other related jeans 
products with the entire store geared to nttract 
the college town's young population. (Youth 
appeal ll) 

Concluding Comments 

For retailers, awareness and responsiveness to the 
concept of adult life cycles have long been recognized 
as critical for assuring successful operations. 
Equally critical but historically neglected are the 
retailer's awareness and responsiveness to the con
sumer socialization process during the "child-youth 
life cycle." . 

Unlike the early stages of this process, as socializa
tion approaches completion, parental influence in the 
youth's purchase decisions becomes less pronounced. 
Accompanying this declining parental influence is an 
increasing conformity by the youth to the "youth cul
ture" norms as his consumer role continues to expand. 
Consequently, because of these changes occurring to 
the young population,· it is imperative that there
tailer choose a specific marketing strategy which 
treats this market as a viable and important segment. 
In developing such a strategy, it is of extreme 
importance that the retailer understands the "most 
significant others" who not only influence the atti
tudes and values of the youth, but who can serve also 
as opinion leaders. Because of this dual role, the 
opinion leaders for each stage of the consumer 
socialization process ~an change with changes in the 
"most significant others" as illustrated in Figure l. 
Consequently, the changing "most significant others" 
must be observed carefully by the retai.ler so that 
he can take full advantage of the two-step flow of 
communication. 
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The following general statements may hold importance 
for future research and/or for retail strategy formu
lation. 

The four stages of the consumer socialization process 
are distinct and detectable in the child-youth market. 

At each stage of the process, different roles are 
attributed to different people, thus forming the most 
important outside influencing factors in the attitude 
and behavior of consumer trainees. 

Retail merchandising and promotion geared directly to 
the child-youth market are more productive than relying 
solely on the discretion of parents and other adults. 

An awareness, understanding, and utilization of the 
consumer socialization process are critical for effec
tive retailing to the child-youth market. 

In order to cultivate successfully the child-youth mar
ket, retailers must implement one or more specific re
tail strategies which incorporate knowledge of the con
sumer socialization process. 

In the two-step flow of communication, the "most signi
ficant others" serve in the opinion leader roles. 

Both large and small retail institutions have special 
interest in the child-youth market, not only as a 
currently viable segment, but also as a major portion 
of the future market. Consequently, future research 
of the consumer socialization process and its relation
ship to retailing is needed in order to provide guide
lines for future retailing activities. 
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SEX ROLES IN ADVERTISING: ADDITIONAL EVIDENCE 

Donald Sciglimpaglia, San Diego State University 
William J. Lundstrom, University of Mississippi 
William G. Zikmund, Oklahoma State University 

Abstract 

The present study used a feminine role orientation 
scale as a measure of 151 women's beliefs on their 
role in society. Women were then grouped according to 
traditional and liberal values and their attitudes 
towards advertising and sex roles in advertising were 
analyzed. The results proved contrary to an earlier 
study by Duker and Tucker. 

Introduction 

In a recent research study by Duker and Tucker (1977), 
they have contributed to the growing inventory of re
search focusing on role portrayals in advertisements. 
Unlike the vast rnajori ty of prior investigations (Rel
kaoui and Belkat>ui, 1976; Courtney and Lockeretz, 
1971; Sexton and Haberman, 1974; Venkatesan and Lasco, 
1975; and Wagner and Banos, 1973) which were content 
analyses of advertisements and, therefore, dependent 
on the researchers' subjective evaluations, these au
thors studied the preferences of women toward role 
portrayals in actual advertisements. Duker and 
Tucker's research tested the hypothesis that women who 
ate strongly oriented toward the women's liberation 
movement will not differ from those with weak orient
ations in their perceptions of advertisements showing 
women in various roles. Accordingly, the thrust of 
their article was to determine the relationship be
tween profeminist predispositions and the perceptions 
of women's role portrayals in ads. 

With some modifications, Duker and Tucker basically 
employed an approach used earlier by Wortzel and Fris
bie, (1974). This earlier research required respon
dents to "construct" ads from portfolios consisting of 
illustrations of various products and of women in dif
ferent roles, and to respond to attitudinal questions 
for purposes of categorizing subjects as pro or con 
towards the women's li.beration movement. Duker and 
Tucker took the Wortzel-Frisbie methodology a stage 
further by including a personality trait, independence 
of judgment, as a moderator variable for profeminist 
attitudes. Rather than "construct" ads, their sample 
of 104 college women (ages 18-21) were shown ads por
traying a woman as: mother, sex object, glamour girl, 
housewife, working mother, modern woman, and profes
sional. A questionnaire elicited the respondents' 
structured and nonstructured responses to each of the 
ads; these reactions being then interpreted as profem
inist or not. Thereafter, the subjects completed a 
profeminist attitudinal scale (consisting of 22 state
ments on feminist issues), measuring predispositions 
to the women's liberation movement, and also took the 
Barron Test of Independence (Barron, 1963) comprising 
20 forced choice items. Based on this data, individ
uals were classified as profeminists or traditional
ists, and differences in their perceptions of women's 
role portrayals in the ads were analyzed. 

Statistical results led to acceptance of the null hypo
thesis that there was no significant differences be
tween profeminist and traditionalist women with respect 
to their evaluations of women's role portrayals in ads. 
The authors note that related research (Epstein and 
Bronzaft, 1975; Orcutt, 1975) reinforce their conc1u-
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sions and that the findings, therefore, "obviate the 
necessity for channeling different advertisements into 
different media to accommodate what otherwise might be 
perceived as differently motivated consumers for the 
same product" (Duker and Tucker, 1977). It should be 
noted, however, that these conclusions, as well as 
those of the quoted supportive research (Epstein and 
Bronzaft, 1975; Orcutt, 1975), are based on college 
populations. Results from a sample of women consumers 
from a general population in a large metropolitan area 
would provide either additional support or different 
insights to feminine role orientation and sex role por
trayals in advertisements issue. These findings are 
presented in this paper. 

The Study 

In the present study, 300 women consumers were con
tacted by telephone and asked to participate in an 
opinion survey regarding advertising practices. Of 
these, 151 completed a self administered questionnaire. 
This instrument contained a seven item, attitudes to
ward advertising scale, a seventeen item, attitudes to
ward sex role portrayal scale, a ten item, feminine 
role orientation scale, and various demographic ques
tions. The attitudes toward advertising scale was used 
as an overall measure of the respondent's attitude to
ward contemporary advertising and was designed specif
ically for this study. The scale measuring sex role 
portrayals was adapted from one used previously by 
Lundstrom and Sciglimpaglia (1977). Developed by 
Arnott (1972), the feminine role orientation scale mea
sures a woman's predisposition toward women's role in 
society. It has been used elsewhere to study the re
lationship between a wife's role orientation and her 
family's purchasing decisions (Green and Cunningham, 
1975). 

Similar to Duker and Tucker (1977), who used opinions 
concerning feminist issues to classify their subjects 
as profeminists, traditionalists or neutrals, the pre
sent study used the feminine role orientation scale as 
a measure of each woman's beliefs concerning the "pro
per place" for females in society. In this respect, 
the underlying cognitive domain which was used to 
classify respondents is somewhat broader and more in
clusive than profeminist beliefs. Based on the role 
orientation scores, two extreme groups, labeled "moderrl' 
(n = 40) and "traditional" (n = 36) women, were identi
fied as representing the approximate upper and lower 
quartiles. As seen in Table 1, the modern group was 
found to be younger, better educated, more likely to be 
employed, and from a slightly lower economic strata. 

Attitudes toward advertising in general and towards sex 
role portrayals in advertising were compared between 
these two groups. With respect to their attitudes to
ward advertising, the two groups did not differ signif
icantly on the summated attitude mean scores. Concern
ing sex role portrayals, however, the opinions express
ed by the two groups differed greatly. The summated 
attitudes toward role portrayals mean scores showed 
highly significant differences (t = 5.21, 74 d.f., 
p<O.OOl). The modern women was more critical of role 
portrayal practices than the traditional. In addition, 
the two groups differed on ten of the seventeen indi-



vidual ll<'lllH whl•·h mndP Hfl the srnle, ThesP items, to

p,<•Lhl•r w ltl1 til•· llll'IIII vul ut•H I or 11 I I womt•n In LI1P uamp ll' 
and for thesP two groups, are shown in Table 2. While 
not digntrlcantly more critical of advertising in gen
eral than her traditional counterpart, the modern woman 
appenrH to hnrhor much mor<> stridPnt heliefs roncerning 

~ pnrlrllylllll ul bnllt meu 11t1d wumeu. 'l'ill' modern wo
man more critically expresses the belief than neither 
men nor women are accurately depicted by advertising; 
that women are shown as dependent on men; and, that wo
men are shown as not doing important things or making 
important decisions. Compared to the traditional wo
man, the modern group is more sensitive to the portray
al of women in advertising and generally finds the re
sults more personally offensive. 

Conclusions 

The studies of Wortzel and Frisbie (1974) and of Duker 
and Tucker (1977) appear to indicate that the holding 
of profeminist attitudes by women has little effect on 
the evaluation of roles portrayed by women in print ad
vertisements. The research reported here, however, of
fers different and divergent evidence. Modern women, 
defined by their attitudes toward the role of women in 
society, were not found to be more critical of adver
tising in a general sense than were traditional women. 
Their views on sex role portrayals were found to be 
greatly divergent, however, with the modern women more 
critical than those holding traditional views. These 
results indicate that women with different views re
garding women's place in society vary markedly in their 
attitudes toward advertising's portrayal of the social 
and occupational roles of both men and women. 

The implications for these two different findings are 
widely divergent for marketing management and the task 
of matching the advertising to the views of the market
place. If the proposition that women's orientations do 
not influence their perceptions of role portrayals in 
advertising, then the advertiser can rest easy that any 
form of advertising - sexist or not - may be employed 
without fear of backlash. However, if the second find
ing is true and role orientati.on is a moderator vari
able in fomenting criticism of sexist advertising, then 
there is increasing task complexity for the marketer. 
The complexity arises in that there are two audiences 
that must be courted and, hopefully, with minimal over
lap between the two. For the modern woman (and poten
tial critic), the advertisi.ng must reflect nonsexist 
advertisi.ng with actors portraying a variety of "modern' 
roles, i.e., career woman at the office, husband assist
ing in household chores, etc. However, the "tradition
al" woman may not identify with these changing roles 
and consequently believe that the product or service is 
not intented for her use. In the latter case, the mar
keter is faced with an unintended demarketing by the ad. 
Thus the marketer may wish to develop two series of ads 
for each audience and carefully place them in mediums 
where there is a higher proportion of one segment of a 
particular viewer or reader. Once again, there is a 
potential problem that the ad will be seen by the in
appropriate audience and hence rejected. 

Until such time as this state of uncertainty can be re
solved, the marketer will face the problem of should I, 
or should I not develop one or more types of advertise-
ments. Additionally, one would have to ask what are 
the correct media in which to place these ads to meet 
the target audience requirements (orientations). Faced 
with this dilemma and given the conflicting research 
results presented in thi.s paper, the marketer can only 
use his or her best guess until further research is 
undertaken on a larger scale and across diverse popu
lations to answer these questions. 
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TABU: 1 

SAM'LE COMPOSITION: ALL WOMEN, MODERN AND 
TRADITIONAL WOl-lEN 

All Modern Traditional 
Women WOflltln Wofl\lln 

Q!!!!21I!J!hi2 Charactuilt1o .UI..:..llli. ~ <n • Ul 
Age (mean yeara) 30.0 28.4 34.4 

Education (mean yeare) 14.5 14.8 13.7 

Employment (percent employed 
full or pare-time) 74.8 80.0 55.5 

Household Income (mean in 
thousanda) 20.65 21.1 22.2 

TABLI! 2 

SIGNIFICANT ATTITUDINAL DIFFERENCES BETWEEN 
MODERN AND TRADITIONAL WOt1EN (P.i0.05) 

All Modern Traditional 
~n WOMII W0111on 

..!...U. _x_ X 

~~~ ~ a~  ~e~~  ~  ~ 4. 73 (1. 72) 5.20 4.17 

Ada which I see (don't) show 
women •• they really are.* 5.39 (1.63) 5.95 4.78 

Advertisement• suggeat that 
women are fundamentally dependent 
on men. 4.50 (1.67) 4.88 3.69 

Ada which I soo (don't) ahow 
men a a they really are.* 5.21 (1.44) 5.58 4.58 

Ada whic:h I see (don 1 t) accu-
rately portray women in moet 
of their daily activi"tiel. * 5.05 (1.52) 5.43 4.47 

Advertisement• (don 1 t) augge1t 
that women make important 
decisions.* 5.10 (1.50) 5.68 4.39 

Ado which I ooo (don't) accu-
rately portray men in moat 
of choir daily activities.* 4.86 (1.53) 5.03 4.22 

Adverti•ementl augge1t that 
WOUlen don't do important 
thing a. 4.62 (1.51) 5.20 3.94 

I'm more ••n•itive to the por-
traya.l of women in advertieing 
than I uaed to be. 4.90 (1. 41) 5.85 3.86 

I find the portrayal of women 
in advertisins to be otfeneive. 4.42 (1. 58) 5.30 3.58 

Sumated role portrayal attitudee 4.77 (1.11) 5.35 4.14 

(*) Reveraed items. 
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MULTIPLE REGRESSION ANALYSIS AS A RETAIL SITE SELECTION METHOD: AN EMPIRICAL REVIEW 

Ronald D . Taylor, Southern Illinois University 

Rerausr of the continually shifting population, spiral
ing costs of land and construction, the increasing num
ber of planned shopping centers and changing urban con
ditions, much Pmphasis is being placed on the selection 
of sites for retail stores. This trend toward more im
portance being placed on retail location has lead many 
entrepreneurs, chain store executives, and researchers 
to seek more sophisticated site selection techniques. 
A number of dtffernt approaches have been taken in at
tempts tu quant ft<ltively solve the retail site select
ion problem Most of the more common approaches are 
bles8ed with strengths and plagued with weaknesses in the 
methodological proces8es. For examplei the maximum lik
lihood model, developed by David Huff, has the strength 
of easf' of calculat:!.ons when only a few sites are being 
considered at one time. However, Huff's approach has 
a major disadvantage of considering only two variables, 
the sizE' of the building being considered and the 
average driving time needed for the mass of the target 
market to reaoh the location under study.2 Obviously, 
there h<lS to be more than two variables that are of im
portance for selecting retail sites. One seldom used 
alternative approach wl1ich considers more variables, 
multiple regression analysis, is the basis of this 
study. The use of regression analysis offers the pos
slbiUty of Jncorporat:lng a nearly limitless number of 
variablt>s that are pertinent to the company and the 
speci.fl.c site, while still maintaining ease of calcul
ation (after a regression equation has been developed). 

As stated before, the use of regression analysis in this 
manner is not new, but neither has it been heavily re
searched. One study using regression analysis attempted 
to forecast the sales associated with sites based on the 
following variables: gross selling area; rent expenses; 
distance to the nearest parking area; the accesibility 
to the store; and the urban growth rate.J A second 
study coupled regression analysis with the Automatic 
Interaction Detector (A.I.D.), a multivariate technique.4 
The object of this approach was to establish a retro
spective way of evaluating the economic health of ex
isting stores. The significatn variables found in this 
study were the following: the quantity of parking 
spaced; tlw se l1 ing area in square feet of the building; 
the population of the catchment area; and the number of 
competitors in the region. Other factors considered 
were: social class of the catchment area; age character
istics; car ownership; size of household; availability 
of public transportation; exterior appearance; frontage 
length of the store; tli.e amount of displayed stock; the 
appearance of the interior; staff salaries; and number 
of checkouts. One of the conclusions of this study was 
thn t t ra f r! c pat tern v;1r lab les were better predictors of 
sales than w••re demographic variables around the site. 

Objectives of the Study 

Since regression analysis has been previously used to pre
dict the sales associated with a retail site, it is ob
vious that some people consider that it is a viable site 
selection tool. However, no one has reported the ef
fectiveness of regression when used in this manner, Thus, 
one pr!mnry objertive of this study is the reporting of 
the nbil lty or regression analysis to rlosely predict 
the sales o[ an already extsiting store based on site 
specific variables that are deemed to be important fac
tors on the sales of the store. 
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The findings from the Heald study are contrary to many 
traditional marketing beliefs.S Most marketing 
scholars would at least like to believe that demo
graphic variables are of at least equal importance to 
traffic pattern variables as far as the prediction of 
sales are concerned. Thus, the second and final ob
jective of the study is to reexamine one of Heald's 
conclusions under the belief that demographic vari
ables will be as good for predicting as traffict pat
tern variables. 

Methodology 

Sales data for stores were gathered from two chains. 
One of the chains was in the fast-food restaurant bus
iness and agreed to furnish data from two geographical 
regions of their operations. The first of the two 
regions for this chain was represented by 42 stores 
with from one to four years of sales data for each 
store giving a total of 108 data points in the region. 
The second region was represented by 17 stores with 
multiple years of sales data for each store producing 
a total of 45 data points. The second chain dealt 
in jewelry and furnished one year of sales data for 
92 different stores. 

Information relative to traffic patterns, amount of 
competition, and accessibility of each of the stores 
was furnished by the chains and found in the United 
States Census of Population. Tables 1 and 2 contain 
listings of the variables that were used for the two 
chains, along with the simple correl!!.tion that ex
isted between the variable and sales. All of the var
iables for chain one were used in subsequent analysis. 
Two variables, advertising budget and the executive 
rating of the store manager, were left out of the sub
sequent analysis for chain two. These two variables 
were left out due to their post hoc relationship to the 
selection of the retail site. 

Factor analysis was used as a preliminary screening pro
cedure before the data was submitted to stepwise re
gression programs.6 Aside from using the original var
iables mentioned above, all possible interactions of the 
original variables (interactions were obtained by multi
plying two original variables) and all of the squared 
and cubed values for each variable were included in the 
pool of available variables.? Multicolinearity was con
trolled through setting the tolerance option on the re
gression programs at .3. This procedure prohibits two 
variables that are highly correlated from both enter
ing the regression equation and is one of the accept
able methods of handling the multicolinearity problem.B 
Control of multicolinearity assures that the regression 
coefficients will not be as likely to flucuate sig
nificantly from sample to sample. 

The first objective of this study, the evaluation of 
regression analysis as a means to closely predict 
retail sales, was examined through the use of the 
percentage distribution of the amount each predicted 
sales figure missed the actual sales figure for each 
store. It was assumed that tighter distributions of 
missed sales were preferable. Of course, all kinds of 
managerial decisions on levels of conservatism (i.e. 
missing the actual sales figure on the high side) could 
be entered at this point, however these researchers 



simply, as stated before, observed the tightness of 
the distribution. 

The second objective of this study, the examination of 
whether or not Jemographic data are better predlctors 
of sales for 11 store than are traffic pattern duta, was 
determineJ in a different manner. In this case, the 
objective was examined by comparing the correlation 
coefficient generated by using all of the demographic 
data in a regression model to a s:l.milar coefficlent 
generated by using all of the traffic pattern variables 
in another regression model. Both of the correlation 
coefficients were tested for departure from a cor
relation coefficient of zero using an anova design. 

The second objective was judged through observations of 
the differences that were found between the multiple 
correlation coefficients associated with two equations 
developed from data related to the first chain. The 
first of the two equations included all of the original 
variables exepet demographic variables. While, the 
second equation included all variables except traffic 
pattern variables. Analysis of variance was then used 
twice to compare each equation's correlation coefficient 
to a similar coefficient for an equation that contained 
all of the variables used for that chain (a sol called 
full-model equation). 

Findings 

Table 3 contains the regression equation that was dev
eloped for region one of the first chain. As can 
notl'd, tW(' 1 ve variables ended up being ineluded in this 
equation. Of the twelve, all but one were significant 
whereo< ~ . 10. Table 4 contains summary materi.al related 
to the above mentioned equation. The multiple R was 
equal to .81384. While, the equation explained ap
proximately two-thirds of the variance that existed be
tween the sales figures for the stores. The standard 
error for this regression equation was $33,618.77, 
which reflects the needed multiplication by a thousand 
as suggested in table 3. Table five contains the per
centage distribution of the sales estimates (i.e. the 
amount that the estimate missed the actual sales div
ided by the actual sales). This equation tended to 
overestimate about as often as it underestimated. 
Nearly three-fourths of the stores had estimates that 
were within percent of their nctual sales, while the 
average percentage missed for all of the data points 
was only 14. 1. 

Table 6 contains the regression equation that was dev
eloped for region two of the first chain. As cnn be 
noted from this table, only six variables were found 
to be of enough significane to be included in the 
equation. Table 7 contains a summary of the findings 
associated with this equation. The multiple R as
sociated wi.th this equation was .86215. While the eq
uation found explained nearly three-fourths of the var
iance existing between the sales figures of the stores 
in this region. Table 8 contains the percentage dis
tribution of the sales estimates for this equation. 
Over one-half of all of the stores had estimates that· 
were within fifteen percent of the actual sales. The 
average amount that the sales estimates missed the a
ctual snles was 13.6 percent. 

Table 9 contains the regression equation developed for 
the second chain. Only five variables were included 
in this equation, but all were significant whereot=.Ol. 
Table 10 contains summary material related to the a
bove equation. The multiple correlation coefficient for 
this equation was .7799. While the equation explained 
about sixty-four percent of the variance that existed 
between the sales of the stores. Table 11 contains the 
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percentage distribution of the sales estimates. Over a 
third of the stores had estimates generated that were 
wi.thin fifteen percent of the actual sales. However, 
a similar amount of stores had estimates that were be
tween twenty to fifty percent different than the act
ual sales. 

Table 12 contains the comparison between a regression 
equation that contained all of the original variables 
from chain one and an equation that contained all of 
the variables except those that were related to traf
fic patterns. The semi-partial correlation coefficient 
(the difference betweeen the full-model coefficient and 
the partial model coefficient) was .0367. Thus, the 
amount of variance explained uniquely by traffic pat
tern variables was less than one percent. An analysis
of-variance test run as comparison between the two e
quations in this table was insignificant where CIC = .10. 
Thus, traffic pattern variables were found to produce 
an insignificant contribution to the predictive power 
of a regression equation used in the prescribed manner 
of this study. 

Table 13 i ~ a e  analysis that is similar to table 
12 with the excpetion being that demographic variables 
are the subject of comparison. The demographic var
iables are the subject of comparison. The demographic 
variables produced a semi-partial correlation coef
ficient of .0175. Meaning that demographic variables 
accounted for less than one percent of the variance 
in sales between stores. An analysis of variance test 
between the full-model equation and the equation that 
excluded demographic data was ~n  to produce insigni
ficant results wherec<•.Ol. Thus, demographic data 
variables were found to produce insignificant predictive 
help to the regression equation for this chain. 

Discussion 

The results from the three regression equations were not 
exactly earthshattering. However, predictions that are 
on the average within fifteen percent of the actual sales 
for a potential site could be an extremely useful tool 
in the evaluation of potential sites. The results from 
the last chain's equation are disappointing to say the 
least. Predictions that average missing the actual 
figures by nearly 24 percent are nothing to brag about. 
Yet, these predictions may still be better than similar 
predictions from other quantitative techniques as no 
one has taken the time to empirically report their pre
dictive ability either. Part of the failure associated 
with the last equation can probably be explained by the 
lack of more than one year of sales data for each of 
the stores in the sample. Any given store is likely to 
vary by 10 or 15 percent in sales from year to year. 
Having more than one year of sales data for each store 
would have helped reduce the inherent instability that 
exists between yearly sales. This could vary well have 
reduced the average percentage that the predicted values 
missed the actual sales. 

Contrary to the findings of Heald, this study can not 
conclude that demographic variables are worse predictors 
than are traffic pattern variables. Actually neither 
of the categories of variables were found to have much 
predictive power. While, the absolute impact of traf
fic pattern variables was slightly higher than the im
pact associated with the demographic variables, the 
differences is certainly not significant. Obviously, 
one can not be too conclusive about any statement on 
such a small sample (if one item actually is a sample). 
However, Heald's statement was even more universal, as 
it had no empirical evidence to support it. 



The use of regression analysis in this manner produced 
some interesttng features as a sidelight. For example, 
compani<'H could tell what variables correlate most 
closely wl th snll•A nH ••vtdenced .in tnhleA 1 nnd 2. Tt 
lA ·fut<•l"t•BIInf\ lo not" that for chn.!n otw (tnhl<• 1) 
tlw vnrl11i>lt·H hnd dllf"t•rt•nt correlnt:lonnl vnlueA he
tween tilL• Lwo r .. glonH tlwt en~ included in the study. 
This r:ould also be interesting information for any 
chain wanting to improve their site selection tech
niques. To add more support to regional differences 
among the same chain, the regression equations dev
eloped for chain one varied between the two regions 
(tables 1 and 6). Thus, regression analysis could be 
more sensitive to operating differences that exist 
between two regions of the same chain, while other 
quantitative approaches may never consider the ex
istence of differences. 
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TABLE 5 

PERCENTAGE DISTRIBUTION OF SALES ESTIMATES 

Limits within which Number over- Number under-
the percentaae falls estimated estimated Total 

0-5 11 14 25 

5-10 14 13 27 

10-15 ll 10 21 ' 
15-20 9 8 17 

20-30 5 6 ll 
30-50 3 3 6 

ovar SO 0 1 1 

To tale 53 55 108 

Average Percentage • 14.3 
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TABLE 1 

THE VARIABLES USED AND THEIR SIMPLE CORRELATIONS WITH SALES FOR 

CHAIN ONE 

Vuiablt Corralatl.on Cgrrolati2n 

1. Number of square feat at 
the site -.180 -.053 

2. Number of parking spaces -.097 -.030 

3. Whether or not the store 
.000 11 free-lt&nding .229 

4. Whether or not the store 
-.508 ia on a comer -.273 

5. The number of people work-
.204 -.197 ing in the area 

6. Whether or not there ia a 
reeidential backup around .ooo the ltOI'I .000 

7. Whether or not the traffic 
ia homeward bound -.161 .514 

8. The average age of the 
people in the area -.111 -.142 

9. The median income of the 
.598 people in the area -.199 

10. The number of people living 
.148 within a mile and a half .161 

11. The number of people living 
.101 within three miles .031 

12. The traffic count in front 
.027 of the store .115 

13. The speed limit in front 
.326 of the ltora ~  

14. The pareantaae of the 
traffic that ia .for com-

.118 muter purpoeea -.044 

~  The number of pizza atorao 
in the area .177 .326 

16. The number of reatauranta 
-.267 in the area .210 

17. Tha value of the land -.108 .580 

18. Whether or not the store 
seils beer .270 .000 

TABLE 2 

THE VARIABLES USED AND THEIR SIMPLE CORRELAIIONS WITH SALES FOR 

CHAIN TWO 

~ Correlation 

1. Whether or not the store is in a mall .495 
2. The number of square feet in the shop-

ping center .575 
3. The number of parking spaces around 

the center .581 
4. The number of stores in the center .441 

5. The number of anchor stores in the 
center .533 

6. The number of grocery stores in the 
center. -.322 

7. The number of national chain store 
anchors in the center .409 

8. The nwnber of other jewelry stores 
in the center .439 

9. The age of the center -.050 
10. The type of the center . 521 
11. The nonworker to worker ratio in the area .013 
12. The percentage of females over 16 in the 

labor force .036 
13. The percontaaa of the labor forco employed 

in manufacturins -.172 
14. The percentage of the labor force made up 

by white collar workero .210 
15. The population in the area .224 
16. The median income in the area .049 
17. The average number of years of school 

completed .069 
18. The percentage of families with annual 

incomaa over $15 , 000 . .032 
19. The percentage of males 18 to 24 in the 

labor force -.006 
20. The adverti•ing budget of the stot'P .936 
21. The executive rating of the management of 

the store .625 



TABLE 3 

REGRESSION EQUATION P'OR REGHlN ONE OF CHAIN ONE 

(Note: The predicted value needs to be multiplied by 1000) 

Variable Std. Error of B 

VI 3.877409 1. 32569 
V1 -.OOH\7 .OflllHl 
Vl 103.19Rl 19.)6J9l 
V4 .069143 .00777 
V5 -.486243 -12 .22181 -13 
V6 -.106 X 10 .1 X 10 
V7 -24.35437 5.39869 -10 
VB -.6796 .20 X 10 
V9 . 768076 .00045 
VlO -.046101 -7 .00754 -7 
VII .3408 X 10 .101 X 10_8 
VIZ -.1053 X 10 .215 X 10 

Conatant -5.536911 

*Siantficant: e&• .10 
.. Signiticantt a• .0.5 

***SianHtcant: a • .01 

Where Vl 
V2 
V3 
V4 

V5 

h the number of perkins apacea on the aite 
1a the aquare teet taken by the lot 
1a whether or not the nora ia fr .. -standing 
ia the number of people working within a mile 
and a half 
ie the numbe't of people workina within a mile 
and a halt 

V6 11 the cubed value of the traffic count past 
the store 

V7 h whether or not the traffic paat the lton 
11 homeward bound multiplied by the number of 
other reataurants in the area 

V8 h the cubed value of the number of people working 
in the area 

V9 is the square teet taken by the lot multiplied 
by whethar the atore ia on a corner lot: 

VlO 11 whether or not the atore 11 on a corner 
multiplied by the number of people working in 
the area 

Vll ia the number of people living within three 
milea multiplied by the traffic count in 
front of the atore 

Vl2 11 the number of people living within three miles 
multiplied by the value of the site 

TABLE 4 

SUMMARY TABLE FOR REGION ONE OF CHAIN ONE 

~~i~ i  :;z 
St1\ndard Error • 

Regroasion 
Ruidual 

*Significant: 

. 8IJ84 

. ~  

336!R.77 

.01 

TABLE 6 

15.52923* 

REGRESSION EQUATION FOR REGION TWO OF CHAIN ONE 

(Nou: the predicted value needa to be multiplied by 1000) 

Variable 8 

VI , 3798 X IO=:o 
V2 •,7256 X 10 
V3 •,10)6 X ~  V4 • 1270 X 

VI , 1695 X 10 
V6 25.75410 

.f':.rm!l!.t!.L 109.7062 

*Slgnificllnt: a • . 10 
**Significant: a ... 05 

U*Significant: a "' .01 

S d E f 8 t rror o 

, 306 X ~  3.141* 
.827 X 10 19.048"'"'* 
.00003 

10-7 
10.324UJ\" 

.153 • 14 .224'"** 

.189 J( 10 5.203** 
13.63722 3.566• 

Wher• Vl La th• mediHn income of the people wor.king in the art!a 
multiptied hy t:ht- ~ of thl! land 

V2 ia the c.ubtuJ vnlur of the number of people working in 
the area 

VJ b the cubed value of the number of stores selling 
pizza in the area 

V4 ia the n ~  of squnre feet the lot consumes multi
plied by the number of people living within a mile 
and n half 

V5 is the number of parking spaces around the store multi..:. 
plied by the value of the land 

V6 whether or not the traffic by the store is homeward 
bound 

TABLE 13 

ANALYSIS OF VARIANCE ON DEMOGRAPHIC VARIABLES 

Dear••• of 
Eguat ion Freedom R Reaidual 

F-ratio 

8.5.55"'*"' 
l/t,)URU 
21. ~  

79 .180*"'* 
4 0 806*** 
4.972"'""" 

20 . .3Sl1tU 
70.1261t1tllt 
2.788• 

17 .427"'"'"' 
20.508"'"'* 
12. 914"'** 

FULL MODEL .3333 331159.35 0.59 

DEMOGRAPHIC VARIABLES 134 .3158 ~ 
EXCLUDED :om 
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TABLE 7 

SUMMARY !ASLE FOR II!GION TWO OF CHAIN ONE 

*Sianiticant: .01 

TABLE 8 

PERCENTAGE OISTRIBUTION OF SALES ESTIMATES 

Limita withing which Number over- Number under-
the_ Pt:rcentaae falls eetimnted eatimated Total 

0-5 4 ·6 
5-10 7 4 

10-15 3 5 
15-20 3 3 
20-30 3 3 
30-50 1 2 

over 50 0 I 

Totals 21 24 

Average percentage • 13.6 

TABLE 9 

REGRESSION EQUATION FOR CHAIN TWO 

Variable 

V1 2356.452 
V2 1.188 
V3 -30.025 
V4 -7.664 
V5 .002 

Constant -8009.797 

*Significant: a • .01 

Std. Error of B 

352.11279 
• 23430 

12.69734 
2.69734 

.00073 

F-ratio 

44. 7872* 
25. 7DZI• 
5.5916* 
8.0729* 
5.8277* 

Where V1 11 the ratina of the atore eanaser 
V2 h the nUIIber of parltina spaces around 

the center 
VJ 1e the n\IDber of atoree in the shoppinz 

center 
V4 ia the proportion of the telll&lee over 16 

in the corraunity'a labor force 
VS b the populaticm. of the eo111111t1nity 

TAIL! 10 

SUMMARY TABLE FOR CHAIN TWO 

~i~~ i  ~ ~~ ~ 
Standard Error • 2394.3013 

Analysis of Variance Df Sum of Squares Mean S9uarea 

10 
11 

8 
6 
6 
3 
1 

45 

F 

Regre .. ion 
Reaidual 

5 765300992.00 153060192.00 26. 730* 
86 49JQI0432.00 5732679.00 

*Sianiticant: a • .01 

TABU 11 

PERCENTAGE DISTRIBUTION OF SALIS ESTIMATES 

Ll.alits within which NUIIIber OVIr• NUDbar under-
the eereentaB! falls ••timaud i ~ Tot!l 

0-5 7 6 13 
S-10 5 8 13 

10-15 4 6 10 
15-20 6 3 9 
20-30 8 6 14 
30-50 17 12 19 

over 50 3 I 4 

Total a 50 42 92 

Average Percentage • 2.3. 7 

TABLE 12 

ANALYSIS OF VARIANCE 011 TlW'FIC PATTI!IIIS 

a~i  
Dep-eea of 

PT!!d2!!! a I!!Ud!!ll 
IVLL HODEL .3333 331159.35 1.23 

T!IAFFIC PATTERN VA11IAILES 134 .2965 
~ EXCLUDED 7 



AN EMPIRICAL EXAMINATION OF THE INFLUENCE OF 
JOB CHARACTERISTICS ON SALESPERSON MOTIVATION 

Pradeep K. Tyagi, Virginia Polytechnic Institute and State University 

Abstract 

Do job characteri.stics produce signi.ficant influence on 
salesperson motivation? This issue has been examined 
in this article by focussing on the relationships be
tween perceived job characteristics and intrinsic and 
extrinsi.c dimensions of motivation. Hypotheses are 
generated on the bnsis of :l.nformatiun available from 
organizational ~  and tested using data 
gathered from u population of industrial salespersons. 
Finally, implications of these findings are discussed 
from a managerial perspective. 

Conceptualization of Salesperson Motivation 

In this study, Vroom's expectancy theory (Vroom 1964) 
has been used to conceptualize salesperson motivation. 
According to this theory, motivation construct is de
fined on the basis of two familiar concepts: expectancy 
and valence. Expectancy is the subjective probability 
of an individual salesperson that his behavior will lead 
to the desired performance goals, and valence is 
the importance of these performance goals to him. 
Vroom (1964) argued that expectancy and valence com
bine multiplicatively to form motivation and that the 
algebraic sum of the products of valence of all per
formance goals and expectancies should be used to deter
mine motivation. Accordingly, 

Motivation = Expectancy x Valence of performance 
goals (1) 

The valence component is further broken down in terms 
of instrumentality and the valence of outcomes. Instru
mentality is one's subjective probability that perfor
mance will result in the attainment of desired out
comes and the term valence refers to the importance of 
these outcomes to the individual. 

Therefore, 

Valence of performance goals = l: (Instrumentality x 
Valence of 
Outcomes) (2) 

Combining equations (1) and (2), we obtain the follow
ing: 

Motivation = Expectancy x ~ (Instrumentality x 
Valence of Outcomes) 

Algebraically, this can be shown in the following 
manner: 

11 

M • f (Ej x E (Vk x ljk)] 
k=l 

Where: 

M • the saLesperson's motivation 
J m the performance level 

(3) 

(4) 

k = the outcome as a result of the performance level 
j 

n = total number of outcomes 
vk a the valence of outcome k 
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the instrumentality of the performance level j 
required for outcome k 
The individual salesperson's subjective beli.ef 
(expectancy) that his or her effort will lead 
to the performance level j. 

The Nature of Basic Relationships Between Job Char
acteristics nnd Motivation 

According to a number of viewpoints in psychological 
literature, it is maintained that individuals' cogni
tions of expectancy and instrumentality are in part 
influenced by their perceived situations of job char
acteristics (Campbell et al. 1970; James et al. 1977; 
Schneider 1975). It is usually assumed that perceived 
job characteristics are included in the making up of a 
cognitive map which in turn serves as the major source 
of situational information for the formulation of ex
pectancies and instrumentalities and hence motivation. 
In other words, expectancies and instrumentalities are 
viewed as an additional stage of information processing 
that was primarily cognitive in nature. 

Functional Job Characteristics and Salesperson 
Motivation 

Functional job characteristics are critical in deter
mining whether salespersons believe that good perfor
mance on the job leads to feelings of accomplishment, 
growth, and self-esteem. That is, whether individuals 
will find their jobs to be intrinsically motivating. 
These job characteristics are also important because 
they serve as a motive arousal function for satisfying 
higher order needs and because they influence belief 
concerning which rewards will be seen to stem from 
good job performance. Functional job characteristics 
such as autonomy, and job challenge and variety (Table 
1) are most likely to arouse motives like accomplish
ment, interesting work, generate among salespersons 
who have these motives aroused, the belief (instrumen
tality) that successful performance will result in out
comes that involve feelings of accomplishment and in
teresting work. 

TABLE 1 
DESCRIPTION OF FUNCTIONAL JOB CHARACTERISTICS 

Job Challenge and 
Variety: 

Job Autonomy: 

Job Importnnce: 

The extent to which a job gives the 
individual a chance to use his skills 
and abilities, and calls for the 
individual to engage in a wide range 
of behaviors. 

The ability of a person in a given 
job to determine the nature of the 
tasks or problems facing him and to 
arrive at a course of action. 

The extent to •rhich the person feels 
his job makes a meaningful contri
bution and is important to the 
organization. 



Lawler ( L9u'l) huH urflued that Jn order to make un 
employee fee.l that good performan.:c will J.ead to in
trinsic rewards, the job must be perceived by the 
individual as requir1ng him to use abilities that he 
values. Only if an individual feels that his abilities 
are being tested by a job, can feelings of accomplish
ment and growth be expected to result from good perfor
mance. This implies, therefore, that functional job 
characteristics such as autonomy, challenge and variety, 
and job importance can significantly enhance salesper
sons' intrinsic instrumentality and intrinsic motiva
tion. Some laboratory studies (e.g., Alper 1946; French 
1955) have in fact shown when people are given 
tasks they see as testing their abilities, greater moti
vation does appear. 

Studies in organizational psychology have maintained 
that for a high level of motivation, an individual must 
feel he has a high degree of self-control over setting 
his own goals and over defining these goals. Argyria 
(1964) contends, only if this condition exists will 
people experience "psychological success" as a result 
of good job performance. Accordingly, job autonomy 
should help in inducing the salesperson's intrinsic in
strumentality and motivation. 

In recent job enrichment studies, it is argued that job 
variety, skill requirements, and autonomy will enhance 
salespersons' satisfaction along with intrinsic instru
mentality and motivation as they will strongly believe 
that good performance will result in feeling of accom
plishment and interesting work. Further support to 
this argument is provided in a theory proposed by 
Hackman and Lawler (1971) according to which five "core" 
job dimensions determine the "motivating potential" of 
an individual. According to the basic postulation of 
this theory, motivating potential of an individual is 
a function of five core job dimensions. Specifically: 

Motivating Potential 
Score (MPS) 

Skill + Task + Task 
variety en ~ Significance 

3 
x (Autonomy) x (Feedback) -(4) 

The theory further contends that these dimensions affect 
some critical psychological states of an individual 
(Figure 1). These states are: (1) Experienced meaning
fulness of work: the degree to which the employee ex
periences the job as one which is generally meaningful, 
valuable, and worthwhile, (2) Experienced responsibil
ity for work outcomes: the degree to which the employee 
feels personally accountable and responsible for the 

FIGURE 1 
A THEORETICAL MODEL RELATING THE CORE JOB DIMENSIONS, 

THE CRITICAL PSYCHOLOGICAL STATES, AND 
INTRINSIC AND EXTRINSIC OUTCOMES 

Critical Paychological 

Skill Variety } Experienced 
Taalt Identity ~ Meaningfulness 
Taalr. Sianificance of llorlt 

n a ~ 

r .. dbaclt-----

Experienced 
R .. ponaibl.lity 
for Outcomes 
of the llork 

Knowledge of the 
Ac tuel Ruul ts of 
tha llork Activities 

Personal (Intrinsic) 
atld llorlt (Extrinsic) 

Outcome• 

Intrinsic Motivation 

High Quality 
Performance 

High Level of 
Satiofaction 
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rcHul tH of work he or she does, and (3) Knowledge of 
result!l; the degree to which the employee knows and 
understands, on a continuous basis, how effectively he 
or she is performing the job. These three psychologi
cal states are then shown to influence positively an 
individual's intrinsic motivation, performance, and 
level of satisfaction. A later empirical study by 
Hackman and Oldham (1975) has shown positive support to 
the above theoretical postualtions. The above con
ceputalization leads to the following hypotheses: 

Hypothesis 1: The higher the Job Challenge and Variety, 
the higher will be a salesperson's in
trinsic motivation and aggregate moti
vation. 

Hypothesis 2: The greater the Job Autonomy of a sales
person over his or her job, the greater 
will be his/her intrinsic motivation and 
aggregate motivation. 

Hypothesis 3: TI1e higher the perceived Job Importance 
of a salesperson, the greater will be 
his or her intrinsic motivation. 

Relationships Between Dysfunctional Job Characteristics 
and Salesperson's Motivation 

Several theoretical and empirical studies suggest nega
tive relationships between dysfunctional job charac
teristics such as role ambiguity and task conflict 
(See Table 4 for definition) and employees motivation. 

TABLE 2 
UESCRIPTION OF DYSFUNCTIONAL JOB CHARACTERISTICS 

Role Ambiguity: 

Task Conflick: 

Conflicting 
Authority: 

The extent to which a task is unclear 
in its demands, criteria, or relation
ships with other tasks. 

The presence of pressures for conflict
ing or mutually exclusive behaviors. 

The presence of a situation where a 
subordinate may be required to satisfy 
conflicting demands on various people 
over him. 

It is argued that individuals in organizations are con
tinually exposed to a number of expectations from their 
work climate that may affect perceptions of their 
organizational roles (Szilagyi 1977). A theory of role 
dynamics was proposed by Kahn et al. (1964) which 
focused on the development of organizational stress as 
a consequence of conflicting, incompatible, and ambigu
ous expectations that are derived from the work environ
ment. Two major types of role stress - role conflict 
and role ambiguity were identified. It was argued that 
when the roles expected of an individual are inconsis
tent, the individual will experience a state of role 
conflict which will lead to dissatisfaction, lower per
formance, and a lower motivation level. In the sales 
management context, it is likely that such an ambiguous 
and conflicting role climate will lower their beliefs 
that an effort will result in good performance and good 
performance will lead to the attainment of desired out
comes. In other words, increasing role ambiguity and 
task conflict will decrease salespersons' instrumental
ity and expectancy and hence their motivation level. 
Recent empirical research has supported the above argu
ments. For example, James et al. (1977) collected data 
on managerial employees of a large health care company, 
which showed significant negative relationships between 



Job presflure and conf.liet and employees' instrumen
tality and motivation. Similarly, Rizzo, House, and 
Lirtzman (1970) found strong negative reLationships 
between role ambiguity and job satisfaetion. In a 
later study, ~ e and Rizzo (1972) concluded that as 
compared to role conflict, role ambiguity was more 
strongly related to job satisfaction. 

ln another study, Jorgenson, Dunnette, and Pritchard 
(1973) found that under conditions when performance -
reward contingencies were clearly identified (i.e., an 
unambiguous climate) performance improved remarkably 
as compared to when performance - reward contingencies 
were not clearly specified (i.e., an ambiguous climate). 
It was aLso shown that when contingencies (pay in this 
example) were clearly specified, effort-outcome prob
abilities (expectancy and instrumentality) improved 
significantly as compared to when contingencies were 
not specified. These findings further support argu
ments of negative relationships between ambiguous 
c.llmute and an lndlvlduaL's expectancy and instrumen
tal! ty. 

lt has been >Htggested that perceived conflict between 
subunits of an organization, and conflicting authority 
may also negatively affect individual's expectancies 
and instrumentaJ Jties (James et al. 1977). When goals 
and policies of one subsystem (e.g., department) are in 
conflict with those of other subsystem/s in the same 
organization, and if these subsystems are to determine 
the rewards of employees, they would feel less likely 
that their c•fforts would n~  in obtaining desired 
reward>J. C<HlHP'llf••ntly, both <>xpec.tancy and instrumen
tality would d.,,· line. Such conflicts wilL have nega
tive influence un both intrinsic and extrinsic instru
mentality. This is because individuals, under such 
conflicting climate, will nut only feel less enthu
siastic about receiving extrinsic rewards but will also 
believe that hard work and good performance may not 
lead to such intrinsic outcomes as feeling of accom
plishment, respect from supervisors etc. 

The following hypotheses regarding the relationships 
between dysfunctional job characteristics and VIE com
ponents of salesperson motivation are presented on the 
basis of the above discussion: 

Hypothesis 4: The higher the job related Role Ambigu
ity, the lower will be the salesperson's 
intrinsic motivation and aggregate moti
vation. 

Hypothesis 5: The greater the Task Conflict perceived 
by a salesperson, the lower will be his/ 
her intrinsic motivation, extrinsic moti
vation, and aggregate motivation. 

Hypothesis 6: TI1e greater the Conflicting Authority of 
a salesperson, the lower will be his/her 
extrinsic motivation and the aggregate 
motivation. 

Methodology 

Sample and Research Setting 

A medium size insurance company located in the mid
western United States provided the research setting. 
The company employed 180 full time salespersons. In 
the fin<t st;lge, the questionnaire was pretested on 
10% of the f<ales popuLation. Inputs from the General 
Sales Manager and the Training Director were also sought 
to prep;lre " list of salient job outcomes and regarding 
possible> modlflcati.ons In tlw questionnaire. A final 
questionnaire W;lH then prepared in the second stage and 
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was mailed to 165 salespersons. In all, 116 salesper
sons returned questionnaires. 1welve questionnaires 
were eliminated due to incomplete and unusable re
sponses. This resulted in a final sample size of 104 
(57%) of the total salesperson population. 

Data Collection Instruments 

Two instruments to measure job characteristics and 
salesperson motivation were used. A questionnaire 
developed by Jones et al. (1977) was used to measure 
both functional and dysfunctional job characteristics. 
Each of the variable composites consisted of a number 
of Likert type items on which salespersons' responses 
were to be measured. lbe scores on all items corres
ponding to each composite were aggregated together to 
get a composite score. This scale has demonstrated 
sufficient predictive validity and internal consistent 
reliability (James et al. 1977; Jones et al. 1977). 

Three measures were developed to measure expectancy, 
valence, and instrumentality components of motivation. 

Expec..!:_ancy. This measure is theorized as undimensional. 
That is, it is treated as a probability with values 
ranging from .00 to 1.00 (Mitchell 1974; Vroom 1964). 
Two items were used to measure E in the hope of obtain
ing a more reliable measure than could be obtained by 
using only one item. These two items were in the 
chances in ten format and asked salespersons to indi
cate the probability (chances in ten) regarding the 
following two statements. 

If you worked hard ~  wilJ __ ~ ~ high productivity. 

If you worked hard it will lead to good job performance. 

The sum of these two items consituted the expectancy 
measure. 

Instrumentality. Like expectancy items, items of in
strumentality were also phrased in terms of subjective 
probabilities. Respondents were asked to estimate the 
chances in ten that a "good job performance" would lead 
to attainment of job outcomes. 

ValencE!_· Pretesting the questionnaire and personal in
terviews with the General Sales Manager and the Train
ing Supervisor were conducted to obtain a list of 
salient job outcomes. Of these, 8 outcomes repre
sented intrinsic outcomes and 6 others represented ex
trinsic outcomes. Measures of valence for each outcome 
were obtained through a five-point Likert scale ranging 
from "very desirable" to "very undesirable." 

Analysis and Results 

Multicollinearity 

Intercorrelations among ;rariables were examined by con
structing a pairwise correlation matrix including all 
predictor variables (Table 3). Correlation coefficients 
among predictor variables are of relatively small 
magnitude. Overall, the pairwise correlation matrix 
indicates that there is little multicollinearity among 
predictor variables. 

Results 

Pearson product moment correlations between job char
acteristics and intrinsic and extrinsic motivation are 
shown in Table 4. All functional job characteristics 
were shown to produce a relatively profound impact on 
intrinsic motivation as compared to extrinsic motiva
tion. All corresponding hypotheses are thus supported. 



TABLE J 
PAIRWISE CORRELATJON MATRIX FOR CRITERION VARIABLES 

VurtHbluu Symbol» cv JA Jl RA n: CA 

a en~e and Variety GV 1.00 

Job Autonomy JA .1) 1.00 

Job Jaapor n ~ JJ .10 .15 1.00 

Role Ambtxuity RA -.02 -.13 -.OH I .00 

T.e!Wk Conflict 1'G -.07 -.09 -.04 .01 1.00 

Cunflit' L lug Aulhnri ty CA -.01 .no -.05 .u .23* 1.oo 

* P< .05 

TABLE 4 

PEARSON PRODUCT MOMENT CORRELATIONS BETWEEN JOB 
CHARACTERISTICS AND INTRINSIC AND EXTRINSIC MOTIVATION 

Job Charactel"istJcs 

Functional Job charactertuttce 

1. Job Chelllenge and Variety 

2. Job Autononay 

), Job l•portance 

Dyafunctional Job a a i ~~  

5. a ~~  Conf11ct 

b. Conflicting Authority 

n • 104 
• p < • 05 

•• p < • 01 
*** p < • QUI 

Intrinsic 
~ a n 

.25** 

.33*** 

.Jo••• 

-.03 

-.34*** 

-.3ft*** 

Extrinsic Aasregate 
t-totivation Hotivation 

.22* .08 

.18* .18* 

.16 • 14 

-.Ob -.Ob 

-. 32*** -. 28** 

-. 23** -. 27** 

VuriubleH chullengl' and vurlety uml job importance did 
not signiflcuntly influence uggregate motivation. This 
indicates that although functional job characteristics 
play an important role in influencing intrinsic motiva
tion of salespersons, they are insufficient to enhance 
aggregate motivation. Sales managers should, therefore, 
use other meunH at their disposal to induce extrinsic 
motivation and salespersons' aggregate motivation. 

Correlution e i~ien  between dysfunctional job 
characLeristieH and motivution also produced encour
aging resuLts. Except role ambiguity, all other dys
functionul characteristics were shown to produce strong 
negative influence on intrinsic motivation. Likewise, 
except role ambiguity, all other job characteristics 
showed strong negative relationships with extrinsic mo
tivation. Same dysfunctional characteristics were also 
shown to produce significant negative influence on 
aggregate motivation. Role ambiguity did not produce 
significant variance on any of the motivation con
structs thus not supporting the corresponding hypothe
sis. 

191 

Discussion 

The results of this study are very encouraging as most 
of the hypothesized relationships between job char
acteristics and salesperson motivation are supported. 
Overall, results indicate that job characteristics are 
more influential in affecting intrinsic as compared 
to extrinsic motivation. This has an important impli
cation for sales executives who mainly rely on the use 
of extrinsic rewards (e.g., pay, financial incentives, 
and promotion) to influence extrinsic motivation and 
presume that intrinsic motivation is internally 
mediated and organization has very little control over 
it. Job characteristics are controllable from the 
organization's point of view, hence they can be designed 
to induce salespersons' intrinsic motivation. 

Findings of this study are particularly important as 
they suggest a number of immediately useful implica
tions for practice. First, in addition to using ex
trinsic rewards to influence extrinsic motivation, job 
characteristics should be properly controlled to in
duce the intrinsic component of salesperson motivation. 
Then, on a frequent basis, attitude surveys should be 
conducted among salespersons to measure their percep
tions of job characteristics and intrinsic and ex
trinsic motivation. Indices of both job characteris
tics and motivational dimensions may then be developed 
for the entire salesforce. This would enable the com
parison of existing levels of job characteristics 
dimensions and intrinsic and extrinsic motivation 
against ideal indices. Sales managers should then take 
appropriate steps to redesign job characteristics 
(e.g., make job more challenging, give more autonomy, 
provide more time and resources to reduce overload) 
for positive inducement of salesperson motivation • 
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LICENSING; A MARKETING BONANZA? 

James B. Townsend, Kansas State University 
Margaret W. Maxfield, Kansas State University 

Abstract 

Licensing, usually thought to be almost the exclusive 
province of very large, if not multinational, firms, 
!.as been found to be otherwise. The subject appears 
to be of considerable interest to smaller firms. The 
financial aspects of that interest suggest that 
marketers have in licensing a potential goldmine. 

Background 

Since 1804 the United States has traded abroad 
(Wilkins, 1970). This trade has taken the forms of 
exporting (and importing), ownership abroad, and 
licensing. These three forms embrace the range of 
commereinl possibilities. This paper addresses what 
we believe are some hitherto unrecognized and 
lucrative aspects of licensing. 

Abundant literature deals with exporting. Why not? 
If we expect to pay OPEC's bill, we need as much 
foreign exchange as we can generate. Our exports 
reached almost $200 billion during the past 12 months, 
according to the Department of Commerce and its ~ ~ 

of Current Business. Not without reason has exporting 
ee~ a e  -tl1_e ___ fastest growing segment of our 

economy. An activity of this dimension generates a 
vast body of relevant literature. Not far behind is 
the lHerature dealing with ownership abroad (or 
investment, if we may use these words 
interchangeably). This is understandable, since U.S. 
direct investment abroad--subsidiaries, joint 
ventures, mergers, acquisitions--apparently totalled 
$149 billion by 1979. * 

Licensing by contrast has been the literary dwarf of 
the Big Three. Tt has enjoyed neither the extent nor 
the depth of coverage of the other two. Licensing can 
include manufacture, use, sale, patents, processes, 
skills, know-how, trade secrets, trademarks, 
copyrights, good will, and so on (Townsend, 1980). 
Here we define it as simply a contract to use some 
intellectual property like a a en ~  Despite that 
limitation we are able to estimate U.S. licensing 
revenues today at almost $10 billion, hardly a shabby 
figure, but 'one admittedly overshadowed by other 
foreign trade numbers. Tanaka (Tanaka, 1979) quotes 
a UNIDO estimate that worldwide technology transfers 
were $11 billion in 1975. The U.S. share was some 55 
to 60 percent of the total. If the dollar growth in 
technology transfer continues, the 1975 figure could 
rise to $40-44 billion by 1985. Our estimate is 
extrapolated from these figures. The numerical 

*Seymour J. Rubin, "Developments in the Law and 
Institutions of International Operations," American 
Journal of International Law (July 1974), p. 4-is:--Futs 
tl;eratia" -o-t'- -foreign to-domestic investment in the 
period 1950-1970 at 7:5, and our total is deduced 
therefrom. 

**/1. pntl'tlt Hself is, of course, physical, and may 
cover processes, implements, products, improvements, 
and compnHitious of matter (Townsend, 1980). Also see 
Fugate, 1973. 
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disparities, the seeming complexity of the subject,and 
the apparent lack of appreciable physical tangibility 
of a license may have significantly affected the e ~ 

all attention paid licensing in the literature. 

This is not to say that licensing has not been 
subjected to literary scrutiny, since that would not 
be true. However, one looks in vain for any extensive 
treatment of the subject. Texts seem generally to 
fall into the "how to" category. One exception 
(Telesio, 1979) focuses on the why's of licensing and 
many of the policy implications that derive therefrom. 
Journal articles appear to suffer the same deficiency, 
although a few extol the virtues of licensing and do 
allude to some of its pitfalls. Legal journals 
reflect the plethora of intellectual challenge 
licensing has for lawyers, but there one stops. 
Having scoured these articles, one comes away 
frustrated. 

It is easy to conclude from the abundance of antitrust 
cases involving licensing that the process is one 
peculiar to very large firms, if not to multinationals 
alone. To conclude that is even more frustrating, 
though, when one is confronted with the fact that 
smaller companies tend to license more frequently than 
do larger companies. One prime source (Rhodes, 1974) 
notes that during the period 1961-1973 companies of 
under $50 million in sales contributed 1,218 licensing 
activities of the 2,542 total recorded. No comparable 
figures exist today, but the information is useful for 
comparative purposes. We took $50 million as a 
''small" company, since other companies had sales 
volumes ranging from $50 million to more than $1 
billion. If popular concept consigns licensing to the 
very large companies, how does that pair up with the 
fact that smaller companies are far more innovative 
than large companies are, as is consistently claimed 
by the Department of Commerce? 

Who does license? What is licensed? Does a firm have 
to be of a certain size, or is there a certain sales 
figure that makes one decide to license? Is there a 
cutoff point of some kind below which one cannot or 
dare not license? Can one profile a licensor? Some 
authors (Yanzito and Cavusgil, 1979) believe that 
successful exporters (our italics) can be profiled, 
but -we are dubious that this can be done with 
licensors. If licensing can be lucrative and offers 
such obvious advantages over exporting and ownership, 
why isn't licensing more widespread? We reasoned that 
it was not widespread, because if it were, we would 
read more and hear more about it than we do. We had 
many questions but few answers. Our very ignorance 
became a challenge. We suspected there was something 
out there, but what? 

Methodology 

As a conjunctive service to the Kansas Department of 
Economic Development, we surveyed all Kansas exporters 
of record, omitting only those that were merely plants 
for larger corporations. For instance, any licensing 
by Parker-Hannefin would be done by the corporation 
proper, not by its , local assembly plant. Our 
ignorance suggested that reasonable survey objectives 
would be to determine the current extent of licensing 



acti'vlly nnd tlH• ~  of Interest in licensing among 
Kansas exporters. We wondered what factors helped or 
hindered licensing; in which areas of the world our 
exporters licensed; how they started licensing; how 
profi'table licensing was or could be; what future 
plans l!Cl'llf'IOnl had; what could be done to remove 
perceived obstnclcH to llccm<lng; and so on. We 
deedgncd a one-page questionnaire, franked and 
addressed on the back, which required only checkmarks 
in response to most of the short questions. Exporters 
were not n•qulred lo identify themselves, and we 
declared we would make no attempt to identify anyone. 
We guaranteed anonymity even if identity was 
disclosed. This apparently rang a bell with many, 
because a surprising number identified themselves in 
order to request a copy of our findings, rather than 
request ftndtngs by separate letter. A cover letter 
detailed our belieF In Llw Importance of the survey to 
Kansas firms. To lncr<'il1ll' n•spon1lc, we sent a printed 
reminder postcard three days after the questionnaire. 

l'laillng 

Our mall ing totalled 388 firms, the entire frame, not 
a sample. We received lt•l returns, for a 36% response 
rate. However, since our mailing and our returns 
showed almost identical profiles of product SIC groups 
and s:lze of firms, we consider the returns fairly 
representative of all the Frame of exporters. 

Licensors provided 15% of the returns, nonlicensors 
85%. We had expected a split of wide dimensions, but 
the percentage of licensors was higher than we had 
anticipated. Contrary to popular opinion, fully a 
third of the exports from the great Wheat State of 
Kansas are manufactured goods. Most licensors had 
been licensing for more than five years. Licensors 
were almost evenly divided between those who initiated 
licensing and those who were solicited, a fact we 
found <Juite significant (more about this later). 
Licensing incomes per exporter ranged up to $1.2 
million and totalled an estimated $6.8 million. 

Results 

Licensors and nonlicensors showed very different 
profiles of annual sales, significant at the 5% level. 
Licensor returns were largest in our largest sales 
group, over $5 million, while nonlicensors ranged 
downwnrd from that. llepcndl•nce on firm size, measured 
by numbers or t•mpl oyt·cs, waR even more pronounced, 
significant ill the 1% lt>v<··l. Licensors reporLt·d more 
employees llwn did nonJ Ic<•nsors. At this writing we 
can only spel"ulale why licensing tends to be 
associated with larger size and larger sales. We did 
find no significant dffference between the two groups 
wl rh rt'Spl'c l" l o product SIC groups. Reported 
classifications ranged 1rom 20 through 39, and both 
groups reported 35, "Machinery Except Electrical", far 
more frequently than other SIC designations. We began 
to think that we had learned something. We felt 
confident that we knew more at the working level than 
had been reported in the literature available to us. 

The nonlicensors startled us. In fact, we ought to 
dedi"cate this paper to them. About 54% of them 
indi"cated either that they would be licensing by 1985 
or that thei-r decision could go either way, causing us 
to regard this large group as potential licensors. Of 
those who answered the question, 29% evinced an 
interest i'n a licensing seminar, and 22% wanted to 
meet with an active licensor. The more information we 
obtained, the more :Important our subject seemed to us. 

What really excited our interest were the replies that 
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gave the main obstacles that kept exporters from 
licensing. Only a quarter reported no interest, 
product not suitable, etc. Of those who did not yet 
l:l.cense, 31% said they needed to learn more about 
licensing. Ah, ha! There were 12% who stated that 
they needed to make more contacts that could lead to 
licensing, and 28% needed to expand their domestic 
markets (or, at any rate, thought they needed to), and 
8% felt a need to increase firm size or assets. Was 
there any value in removing obstacles, if possible? 

We decided some excitement was in order when we 
realized that an average potential licensing income 
from among the "potential licensors" (the 54% of the 
nonlicensors noted above) was some $183,000. For 
Kansas exporters generally then, taking 85% of the 388 
firms as an estimate of the nonlicensors and 
estimat.ing 50% would license, we saw a potential 
for lieensing income among Kansas exporters of some 
$30 million. That got our attention. The figure 
seems reasonable. u.s. licensing income is about 5h 
of exporting income, and the same appears to hold true 
here. 

Conclusions and Implications 

We put it all together and concluded that, while there 
is significant and profitable licensing activity among 
Kansas exporters, in nonlicensors there is the 
potential for even greater income. This potential is 
accompanied by an avowed interest in licensing. Most 
significant of all is the obvious and crying need for 
information about licensing. 

If nonlicensors want to learn more about licensing, 
who is to teach them? Certainly the legal 
professionals--licensing attorneys--will not, since 
they prefer to deal with consummate licensors. The 
business professions are unaware of licensing. In the 
academic world, selling seems within the purview of 
marketing, and this is selling at its best, to an 
interested and confident audience. We see the need 
for basic information in the form of seminars, one on 
one meetings, booklets, and contacts as a natural 
function for marketers. Certainly that responsibility 
cannot logically be placed elsewhere. 

If nothing else, the need for information is 
underlined by the 32% who stated that the need to 
expand their domestic markets had kept them out of 
licensing. That is no bnrrier at all, except one of 
mis.information. Lic.ensing in foreign markets has no 
relationsl'lip to the firm's domestic market, since a 
contract for the use of a patent is hardly conditioned 
on domestic sales. Neither is licensing conditioned 
on firm size or assets, as another 8% believed. The 
thinking of both groups apparently reflects the popu
lar belief that only large--or larger--firms can 
license. That is simply not true, and merely points 
up the need for education, If more argument is 
needed, our licensors supplied that: those who initi
ated licensing were equipped with knowledge, and those 
who were launched into licensing when they were soli
cited by someone wanting to license might have sought 
licensing actively had they possessed the knowledge. 
Those planning to expand into new areas certainly need 
information. 

Nothing succeeds like success, The Department of 
CoJ11Jl]erce continually bemoans the sluggishness of 
export acti'vity among small firms. Certainly, not all 
are capable of exporting, and among those that are, 
the perceived barriers to exporting--capital outlays, 
tariff and nontariff barriers, after-sales service, an 
inability to satisfy a questionable foreign market--



may simply be overwhelming. Licensing avoids such 
unpleasantnesses. Moreover, licenses are not subject 
to nationalization or expropriation. With this in 
mind, as more firms learn about licensing, 
nonexporting firms are bound to recognize licensing as 
an attractive way to trade abroad. 

The evangelists for licensing have to come from the 
ranks of the marketers, for there is no other feasible 
supply. Our state alone has a calculated potential of 
$30 million in licensing income, and we are gearing to 
meet that demand. Our people would say, "$30 million 
ain't hay, Brother!" and we agree. It's really the 
pot of ~  In our book, it is marketing's bonanza, 
but since we can't divine the future, insofar as the 
actions of the marketing fraternity are concerned, we 
have titled this paper appropriately, we think, 
"Licensing: A Marketing Bonanza?" 
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AN ASSESSMENT OF THE SIGNIFICANCE OF IMPULSE
PURCHASINC FOR CONVENIENCE STORE RETAILERS

Joe L. Welch, University of Dallas

Abstract

A study of 1014 consumers at four convenience food
stores was conducted to identify the characteristics
of impulHe purchasing behavior and develop a method
ologycally Hound pr ocedure for studying such behavior.
The study found that lmpulHe purchasing behavior is
sign! I icant, v ar Les by product line, and is not nec
essarily effected by in-store merchandising programs.
It was also found that a pre-purchaAe/post-purchase
study procedure can be an appr6priate methodology if
it is supplemented by an after-purchase interview.

Unplnnned or Impulse purchasing behavior has been
researched for numerous years to determine its
significance t.n retail management decision-making
[SternJ lKol1at and Willett]. In fact, E. I. DuPont has
conducteti periodic studies on unplanned purchasing
among supermarket patrons since 1935 [DuPont]. This re
search suggests that impulse purchasing has increased
from 24.6 percent of all supermarket purchases in 1935
to 64.8 percent in 1975 [Chain Store Age]. _

Bellinger, et.al. recently reported on a study which
identified the significance of impulse buying in re
tail department stores. By asking 1600 shoppers to
identify when they decided to purchase the items they
had in their possession upon leaving a retail store,
the tesearchers found that 38.7 percent of purchases
were impulse [Bellinger, Robertson, and Hirschman].

There are several explanations for differences in the
significance of impluse purchasing as identified by
DuPont and Bellinger (64:8% vs. 38.7%). First, both
studies explored different methodologies. The super
market study identified customer purchase intentions
prior to entering a store, then compared those inten
tions to actual purchases. The extent of impulse
purchasing was determined by subtracting purchase in
tentions from actual purchases [DuPont]. The primary
problem with the methodology employed by DuPont was
that consumers may be unable to identify prepurchase
intent:i.ons because of the large number of items purcha·
sed in a supermarket during one visit. Bellinger's stu
dy departs frOID ,the pre-and-post questioning procedure
by simp ly questioning customers about each purchase
when they were leaving the store. Application of Bel
linger's procedure, however, would be difficult in
supermarket retailing because of the large number of
purchases during one visit.

Differences in the significance of impulse purchasing
as identified by the studies can also be attributed
to differences in the institutions which were studied.
The two studies strongly suggest that impulse behavior
varies significantly between different types of in
stitutions. Before this observation can be conclusively
stated, however, a more valid methodology for studying
shopper behavior in supermarkets must be established.

Study of Impluse Buying in Convenience Stores

Although comparing purchase intentions with actual pur
chases has limited applications in supermarkets, its
usefulness should not be completely ignored by re
searchers. Among convenience store whose customers can
remember which items they plan to purchase, the
methodology can reveal inte.resting and accurate find-
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ings about impulse buying. Utilization of a pre- and
post-measure approach in convenience stores can also
provide additional insight into purchase behavior, in
general. To identify feasibility of a pre- and post
measure and develop a better understanding of pur
chasing behavior, a study of convenience store shoppers
was conducted. Specifically, the study was designed to
accomplish the following:

Determine percentage of purchases which were un
planned or impulse;

Determine the percentage of customers that purchase
at least one item on impulse;

Identify the extent of impulse purchasing by product
category and demographic characteristic;

Preliminarily observe and study "planned" impulse
purchasing behavior.

Measure the effect of a store design that emphasizes
a fast food section on impulse buying; and

Develop a methodology that accurately measures im
pulse purchasing behavior in convenience stores
and supermarkets.

Methodology

A survey of 1014 consumers was conducted at four con
venience food stores. During a consecutive seven-day
period a relatively equal number of interviews was
conducted at each store. Times of interviews were vari
ed each day so that all operating hours were represen
ted at each store.

At each store a two-person interview team was employed.
These interviewers were responsible for interviewing
and subsequently observing customers in the various
stores. One person, located immediately outside the
entrance would ask respondents about purchase inten
tions, patronage, and demographic characteristics. The
person located inside the store would observe actual
purchasing behavior and dollar amount of purchases.
Interview forms were subsequently compared to deter
mine extent of impulse purchase (i.e., difference be
tween purchase intention and actual purchase).

The four stores were divided into two groups. The two
store experimental group employed a new design with
emphasis on an enlarged fast food section. A tradit
ionally limited fast food section was utilized in con
trol stores. Customer base and store volumes were
similar for control and experimental groups.

The study also attempted to provide insight into
"planned" impulse purchasing behavior: During question
naire pretesting it was observed that some shoppers
intended to purchase a product from a general product
category but had not made a specific product decision
upon entering the store. In other words, these shop
pers planned to make an impulse decision after more
information on product availability, price, and qual
ity could be processed. In order to study this phen
omenon, shoppers were probed during the preliminary
interview to determine if a specific product or brand
decision had been made prior to entering the store.



Study Findings 

Study findings indicated that 30.5 percent (446) of the 
items purchased were unplanned purchases. Also, 36.8 
percent of the respondents purchased at least one item 
on impulse. The relatively slight deviation between 
"percent of impulse purchases" and "percent of impulse 
purchaserH" Js Hllributed to the fact that most people 
that made an impulse purchaBe only bought one item on 
i.mpulse. Specifically, 72.4 percent of the impulse 
purchasers bought one item on impulse, 21.8 percent 
purchased two items, 4.2 percent purchased three items, 
and 1. 7 percent purchased four items on impulse. 

Products that are significantly subject to impulse pur
chasing (i.e., purchased on impulse more than 50% of 
the time) are pastries, candy, snack food chips, and 
gum. Items which are purchased on impulse less frequent
ly than 50 percent of the time are identified in table 
1. Although not listed in table 1 because of the rela
tively small sample size (18 purchases), magazines 
were purchased on impulse 83.3 percent of the time. 

Some consumers planned the purchase of an item from a 
product category prior to entering the store but did 
not select a particular brand until in-store evaluation 
could be made. Study findings indicate that approxima
tely 7.8 percent of all purchases were made in this 
manner. Items specifically subject to in-store evalua
tion include (1) pastries, (2) fast food, (3) Juice, 
(4) candy, (5) soft drinks, and (6) snack food chips. 
Since the number of "planned" impulse purchases was 
small for most product categories, no conclusions can 
be made about its significance. Future studies utili
zing larger samples, however, will provide more conclu
sive evidence of the significance of "planned" impulse 
purchasing. 

TABLE 1 
EXTENT OF IMPULSE PURCHASING* 

General decil-lion 
on category-not 

lmpulse Non- on brands and 
Item purchases imJ2luse s12ecific 12roduct 

(%) (%) (%) 
Pastries/ 

Cupcakes 60.7 13.1 26.2 
Candy 58.5 25.5 16.0 
Snack Food Chips 56.5 31.9 11.6 
Gum 54.4 45.6 0 
Fact Food 45.8 33.9 20.3 
Health/ 

Beauty Aids 41.0 56.4 2.6 
Ice Cream 35.0 60.0 5.0 
Juice 31.4 48.6 20.0 
Bread 29.4 70.6 0 
Dairy Products 26.9 68.9 4.2 
Coffee 22.6 75.5 1.9 
Newspaper 17.0 83.1 0 
Tobacco 16.6 83.0 0.4 
Beer 16.4 80.0 3.6 
Soft Drinks 14.4 70.4 15.1 
Gas 9.8 90.2 0 

Impulse vs. nonimpulse purchasing was crosstabulated 
with age, income, race, sex, store type (2 different 
store layouts), reason for shopping at a particular 
store, convenience store usage rate, day of the week, 
and time of the day. Findings of the crosstabulation 
are presented in table 2 and indicate that sex is the 
only variable for which significant variation existed. 

197 

Specifically, females made significantly more impulse 
purchases than males (41.0 percent vs. 35.1 percent). 

TABLE 2 
IMPULSE PURCHASING BEHAVIOR BY 

CUSTOMER CATEGORY 

Age 
Income 
Race 
Sex 
Store Type 
Reason for Stopping at Store 
Usage Rate (# of trips in week) 
Day of Week 
Time of Day 

Significance 

Not significant 
Not significant 
Not significant 
Significant (.025) 
Not significant 
Not significant 
Not, significant 
Not significant 
Not significant 

TABLE 3 
IMPULSE VS. NONIMPULSE PURCHASES 

BY STORE TYPE AND CUSTOMER CHARACTERISTIC* 

Product Category 

Gum 
Candy 
Dairy Products 
Tobacco 
Bread 
Coffee 
Snack Food Chips 
Soft Drinks 
Beer 
Newspaper 
Health/Beauty Aid 
Fast Food 
Ice Cream 
Pastry /Cup Cake 
Juice 
Gas 

Store TyJ2e 

N.S. 
N.S. 
N.S. 
N.S. 
N.S. 
N.S. 
N.S. 
s (. 02) 
N.S. 
N.S. 
N.S. 
s (. 05) 
S (.OS) 
N.S. 
N.S. 
N.S. 

N.S. 
N.8. 
N.8. 
N.8. 
N.S. 
N.8. 
N.8. 
N.8. 
N.8. 
N.8. 
8. (.OS) 
N.8. 
N.S. 
s ( .10) 
N.S. 
N.S. 

Sex 

N.8. 
N.8. 
s (. 01) 
N.S. 
N.8. 
N.8. 
8(.10) 
N.8. 
N.8. 
N.8. 
N.S. 
N.8. 
N.8. 
N.8. 
N.8. 
N.S. 

*Only items with 20 or more purchases included. 

Race 

N.S. 
s ( .10) 
N.S. 
N.S. 
N.S. 
8(.10) 
N.8. 
N.8. 
N.8. 
N.8. 
N.8. 
N.8. 
8 ( .10) 
8 ( .10) 
N.8. 
N.S. 

For each merchandise line that was purchased 20 or more 
times, impulse purchasing behavior was crosstabulated 
with store type, age, sex, and race. Table 3 shows that 
store type impacted on the impulse purchasing of soft 
drinks, fast food, and ice cream. For each of the three 
products, impulse purchasing was more prevalent in the 
traditional convenience store (i.e., control stores) 
layout than in stores that gave additional space to the 
fast food section (i.e., experimental stores) (see 
table 4). However, more soft drinks, fast food items, 
and ice cream were purchased in experimental stores 
than in control stores. 

Age impacts on purchasing health/beauty aid products 
and pastry items. People under 35 are more likely to 
purchase health/beauty aid items on impulse than people 
over 35 years of age (47.1% vs. 0%). Also, 67.,4 percent 
of pastry purchases made by people under 3S were impul
se purchases while 44.4 percent of such purchases made 
by people over 3S were impulse. 

There is also a significant relationship between sex 
and purchasing behavior and snack food chips. Although 
females make a higher percent of impulse purchases than 
males, males are significantly more impulsive when pur
chasing dairy products (3S.l% of purchases by males we
re on impulse vs. 11.9% for females) and snack food 
chips (66.7% for males vs. 33.3% for females). 



TAIII.!o: /1 

I'URCfiASINC: BEHAVIOR BY STORE TYPE 

l'roduc l 
Ca_l ~  

Soft Drinks 
Fast Food 
Icc Cream 

Product 
_<_:;atego_I_y 

Soft DrlnkH 
Fast Fotx! 
Ice Crean 

n~  
Conlro] Expt•r [menta] 
Sl.url'H ~a  

18.1% 
65.4 
62.5 

11.5% 
10.3 
]6.7 

General Idea 
No Specific Decision 

Control 

16.5% 
ll. 5 

0 

It,. 0% 
27.3 
8.3 

Conl ro 1 1•:_><.1'..''_!"_1...: 

65.4% 
23.1 
37.5 

74.5% 
42.4 
75.0 

Finally, wh f l<' people are more likely to purchase candy, 
coffee, ice cream, and pastry items on impulse than 
non-white people. Purchase behavior of whites vs. non
whites is presented in table 5. 

Product 
~ a  

Candy 
Coffee 
Icc Cream 
Pastry 

Product 
Category 

Candy 
Coffee 
Ice Cream 
Pastry 

TABLE 5 
l'UI{CI!ASE BEIIAV lOR BY RACE 

~ e Non-Impulse 
Non- Non-

i ~ White White White 

62.0% 54.5% 25.3% 36.4% 
23.4 16.7 74.5 83. J 
41.2 () 58.8 66.7 
62.5 53.8 8.3 30.8 

C:enral Jdea 
.!'IE..J'Pecific Product Decision 

Non-
White White 

12.7% 9.1% 
2.1 0 
() 33.3 

29.2 15.4 

DlHcussion and Conclusions 

The purpose of t.he study was to Identify the significan
ce or fmpu]Hl' purchasing and "planned" impulse purcha
sing In ("()1\Vl'!dence rood Htores, and determine l f any 
varlat lonH s11ch ns store design impacted signiricantly 
on purchn sing behavior. Similar to studies of department 
store and supermarket purchasing behavior, the amount 
of impulHe purchasing in convenience stores is signi
ficant. Retailers should, the ref ore continue to develop 
in-store promotions that concentrate on high impulse 
items. 

The study also suggests, however, that consumer behavi
or towc1rd some ldgh impulse items may not be effected 
by in-·HI ore merchandising methods. Specifically, fast 
rood J terns wen· purchased on impulse 45. H percent of 
the l.ime. Tlw modi flea lion or Heveral HtOr<' layouts to 
g.lve addltlon;ll <'X[)(lHllr<> lo fast foods did not slgni-
f lcantJy arfccl impulHl' behavior (i.e., impulse pur
chasing or faHL I ood was hlglwr ln traditlonal stores 
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l111111 In (•xp<·l·lm<'nlnl HtoreH).* Th.ls would l11dicate 
that: retailers Hhould monitorc the impact of merchandi
sing programs on impulse behavior. Although an item 
may be subjc•ct to extenHive impulse purchaaing, efforts 
to stimulate that behavior may be unproductive--the 
item may be frequently purchased on impulse irregard
lt•HH of whnL IH done be e ai e ~  ln this instance, 
attractive, high profit space should be allocated to 
items that are impacted more significantly by in-store 
promotional efforts. 

The study preliminarily suggests that "planned" impuh'e 
purchasing may be significant for some items. In fact, 
in excess of 15 percent of final purchase decisions 
for soft drinks, juices, fast foods, candies, and pas
tries were not made until in-store product evaluation 
could be conducted. For items that are subject to in
store evaluation, unit profit should be a primary con
sideration for Hpace allocation. More research should 
be conducted to extensively study the profit impact of 
merchandising techniques which are based on "planned" 
impulse purchasing behavior. 

When analyzed by merchandise line impulse purchasing 
vari.es by age, sex, and race. Retailers should, there
fore, consider these demographic factors when alloca
ting space to various lines. In predominately young 
markets, for example, in-store merchandising of health/ 
beauty aids and pastries should reflect the market's 
tendency toward impulse purchasing. 

Toward a New Methodology 

Although impulse purchasing has been studied for nume
rous years, more controversy has been generated than 
productive research activity. Much of the controversy 
relates to the inadequacy of methodologies to deal 
with the complexities of impulse purchasing. One of 
the primary purposes of this study was to observe con
sumer behavioral patterns in convenience stores and 
develop a procedure that provides retailers with inf or
mation that can appropriately be utilized to make more 
optimal in-store layout and promotional decisions. 

Although there were no mechanical or administrative 
problems associated with the "pre-purchase/post
purchase observation" procedure, there was a theoreti
cal problem. Even though the purchase size was usually 
small and intentions were normally well known, it was 
observed by interviewers that some customers overlook
ed several intended purchases during the preliminary 
interview. Such an oversight could, of course, result 
in an overestimation of the significance of impulse 
purchasing behavior. In future studies, therefore, it is 
necessary to not only observe actual purchase behavior 
but interview respondents about the legitimacy of 
purchases that appear to be impulsi.ve. 

A "pre-purchase interview/post-purchase interview" 
procedure involves the following steps and provides 
the following information: First, a pre-purchase inter
view is conducted to identify (1) specific purchase 
intentions and (2) "planned" impulse purchase inten
tions (i.e. , a decision about general product category 
has been made but no specific product or brand has been 
selected). Second, a post-purchase interview is desig
ned to (1) observe deviations from purchase intentions 

* Sluce the control stores anc.l experimental stores were 
not selected at random, but were selected because of 
their size, location, and clientel, this conclusion 
is tentative. 



(i.e. , impulse purchaHeH) and identify product cate
gories that are sensitive to impulse purchasing beha
vior, (2) identify the significance of "planned" 
impulse purchasing behavior and specific product lines 
and brands that are purchased after in-store evaluati
on, and (J) determine the percent of impulse purchases 
that were actually planned but were overlooked during 
the pre-purchase interview. 
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A COMPi\RlSON Vfi\ HEPLTCi\TTON i\Ni\LYSTS OF PREDICTIVE 
MODELS OF Rlli\L ESTi\TE SELLING PRICES, 

M\ILT II'LE CORHELi\'I'TON WE fCHTS 
VlmSUS STMPLE CORI{ELi\TION WET<:HTS 

Steven W. Lamb, Indiana State University 
Samuel C. Certo, Indiana State University 

Abstract 

The paper illustrates a procedure for developing a pre
dictive model using simple correlation weights between 
the criterion variable and the set of predictor vari
ables. Next, this predictive model is compared with 
a standard multiple regression model via replication 
analysis. 

Multiple regression techniques periodically are sub
ject to condemnation as well as periods of greatpraise. 
Cooley and Lohnes (l) cite a study that concludes that 
"convent lonal Least-squares regression should be dropped 
from the appJiL·d statistician's repertiore in favor of 
prediction-crlll•rlon simple correlation weights for 
Hample sizes lesH than 200." They also imply that if 
u researelwr wanLH hls multiple regression fi.ndings to 
be taken seriously it would be best to judge their 
validity mdng replication samples. 

The purpose of this paper is to first illustrate the 
procedure for developing a predictive model using sim
ple correlation weights between the criterion variable 
and the set of predictor variables. The next step is 
to compare this predictive model with a standard 
multiple regression model via replication analysis. A 
unique fNtturc of this paper is the size of the norming 
sample, 1729 complete cases. This extremely large 
norming sample allows the author to present some inter
esting findings which may have broad application. 

The Data Base 

The norming sample was composed from 2,315 real estate 
transactions which took place during an eight year 
time span from 191i9 to 197(i throughout a city of approx
imately 100,000 pop11latlon. The test samp.le was com
poHed from IO'i rca I est at(' l ranHnctlonH whleh took 
plnee ln l97f>. 'I'll(• bn·akdowll or the n ~ ,;erl.l·s data 
by year and subdivision appear in 'l'abh• l. 

Year 

1969 
1970 
1971 
1972 
1973 
1974 
1975 
197(i 

TABLE I 

BREAKDOWN OF DATA BASE, 
NUMRF.R OF OBSERVATIONS BY YEA!{ 

Norming 
Sample 

30 
206 
272 
293 
373 
350 
369 
422 

2,315 

-----·-·--- ------ ------ --------

Test 
Sample 

105 
-lOS 

200 

The test sample was from the most recent time period 
since the purpose of developing a predictive model is, 
of course, to forecast the selling prices of homes in 
the future. 

The following independent variables were considered as 
dummy variables in the initial norming equations; the 
existence of central air conditioning, of a built-in 
dishwasher, of a disposal, of a crawl space, of a slab, 
and of more than one story. Also considered as a 
dummy variable was the type of exterior construction, 
brick or wood. Independent variables considered other 
than the preceding dummy variables were as follows: 
,;quare footage of lot size, ap;e of house when sold, 
number of bathrooms, number of bedrooms, total number 
of rooms minus the number of bathrooms and bedrooms 
(to remove a possible source of multicolinearity), 
square footage of livable area minus 144 square feet 
for each bedroom (an estimate of the average size) and 
40 square feet for each bathroom (again to remove a 
possible source of multicolinearity), the number of 
fireplaces, and the annual heating cost. A subjective 
variable indicating the quality of landscaping was 
included. Finally, time and time squared were included 
as independent variables. The variable time was the 
month the sale was made. The base month (the month the 
first sale was made in the data base) was numbered one. 
The dependent variable was the price at which the house 
was sold. 

The decision was made to include those independent a ~ 

ables in the norming equations which did not exhibit 
obvious linear relationships with the other independent 
variables, and that were found significant, meaningful 
and interpretable in a multiple regression run. 

The Multiple Regression Norming Equation 

The norming equation developed from multiple regression 
procedures is as follows: 

Y = 16507.41 + 6.028X1 - 236.54X2 + 5711.39X3 + 

18.909X4 - 2807.18Xs + 3083.3SX6 + 3158.84X7 + 2923.66Xg 

+ 50. 712X9 
(1) 

The number of complete cases was 1,709 from the 2,315 
cases used in the norming sample. Note that the value 
of the coefficient of multiple correlation is equal to 
. 84 as shown in Table II. 

The next step was to place the values of the indepen
dent variables of the test sample into the norming 
equation deriving estimates for the dependent variable 
(the actual selling price for the house). Then a sim
ple regression was run between the actual selling price 
and the estimated selling price. The results are shown 
in Table III. 



'l'ABLE 11 

REGRESS ION OUTPUT ASSOCIATED WITH EQUATION ONE 

··---------------·---·-
Multiple H .839 

R Square .704 

Adjusted R Square .703 

Standard Error 7002.190 

Beta Standard Error 
Variable Value of b value F value 

Sq. ft. living space X .295 .328 336.97 
1 

Age of the house X -.380 9.534 615.48 
2 

Cent ru.l al r ~n i n n  X .216 400. '•59 203.41 
3 

Heating cost X .157 2.096 81.42 
4 

Quality of landscaping X -.158 260.420 116.20 
5 

Existence of fireplace X .119 373.996 67.97 
6 

More than one story X .104 455.318 48.13 
7 

Exterior construction X .095 442.538 43.65 
8 

Month house was sold X .091 9.878 26.36 
9 

-----· 

TABLE III 

CORRELATION OUTPUT ASSOCIATED WITH ESTIMATES GENERATED USING NORMING EQUATION ONE 
IN CONJUNTION WITH THE TEST DATA, CORRELATED rHTH THE VALUES OF 

'fHE DEPENDENT VARIABLE OF THE TEST DATA 

Multiple R . 883 

R Square .779 

Adjusted R Square .776 

Standard Error 8076.623 

Standard Error 
Variable b value Beta value of b value F value 

Estimated selling price 
using norming equation 1 1.324 .883 .082 260.984 

Constant- 6492.904 
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It must he l'mph<H·d.zed t:ltnt this method or cstlmatlnf\ 

the valut· of llll' coeff lcl<•Jlt or mttltlple correlallon 

does nol <'llp!Ltllzt• on cltanct·. S!nc<• the n•grc-sslon 

coefficients ust·d in conjuncllon wltlt the set of inde

pendent variables of tit<' tc•st sample were derived from 

the norn1ing sample, capitalization on chance will not 

be a probh•m when the derived estimntes are correlated 

with the actual value. 

the numer Lc va 1 ul' of the coe f ricient of multiple cor

relation is unustJa] Jn that it is grenter than that of 

the norml.ng samples. There is no reduction in correla

tion. The fact that the norming s<Jillple was extremely 

large increases the probability of this occurrence. 

Individuals using this equation for prediction pur

poses could reasonably expect the amount of shared 

variance to be eq1u1l to .78. 

The Simple Correlation Values Used As 
Weight:; In The Nnrming Equation 

The HlmpJe correlations found in the norming sample 

between tilt• dependpnl variable and the set or indepen

dt•nt varl ables used In the multiple regression norming 

equation were tlw weights u:;ed ln the second norming 

equation. 

Yf ry.l zl + ry.2 z2 + ry.3 z3 ------ ry.-9 z9 

Yf .556Z1 - .504Z 2 + .547z3 + .440z 4 - .41JZ 5 + 

.176z6 + .189Z 7 + .J48z8 + .251Zg (2) 

The values in the test sample were standardized by us

ing the means and standard deviations found in the 

test sample. Then estimates of Yf were derived by 

placing the values of the independent variables from 

the test sample in equation (2). 

The next step was to derive values that could be used 

as predicted values for the selling prices for the 

1976 test sample observations. This was accomplished 

by first standardizing the value of Y • Then the 

standnrulzeu values of Yr were altereS :;o Lhat they 

had the mean anu slundard uPvlation of the dependent 

variable of the normlng sample. The mean and standard 

deviation of the ,Jependent variable of the norming 

sample was used because the mean and standard devia

tion of the test sample would not be available in a 

real world situation. Finally, a simple correlation 

was run between the actual values of the dependent 

variable of the 1976 test observations and these pre

dicted values. The multiple correlation coefficient 

was .872. The results are shown in Table TV. 

TABLE IV 

CORRELATION OUTPUT ASSOCIATED lHTH ESTIMATES GENERATED 
USING NORMING EQUATION TWO IN CONJUNCTION tJITll THE 

TEST DATA, CORRELATED WITH THE VALUES OF TilE DEPENDEHT 
VARIABLE OF THE TEST DATA 

R . 872 
.761 
.758 R Square 

Error 8401.664 

Variable 

Estimated selling 
price using norm-

b 
Value 

ing equation (2) 1.160 

Beta Standard Error F 
Value of b value Value 

.872 .076 235.566 

nstant- 491.305 ____________________ _] 
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Conclusions 

Tlw amount of sharPd variance between the norming equa

tion e i a e~ and the actual values had a decrease of 

only 2 percentage points when the estimates were de

rived using simple correlation weights versus i ~ 

correlation weight. Initially, it looks as if simple 

correlation weights fare rather well, when they are 

used for prediction purposes. But it must be realized 

that this particular set of independent variables did 

not suffer from serious multicolinearity problems. 

When the "independent" variables have no correlation 

among themselves then the standardized multiple e e~

sion equation weights become nothing more than the 

simple correlation values between the dependent vari

able and the specific independent variable. Thus, 

when the set of independent variables have little 

multicolinearity among themselves, one might as well 

use the simple correlation values as predictor weights; 

the multiple regression weights (which are certainly 

more difficult to interpret) will yield the same re

sults. When the set of independent variables suffer 

from multicolinearity, one should distinguish between 

two cases, small sample size versus large sample slz<·. 

When the sample size is small, the argument for simple 

correlation weights Is strong due to their relative 

stability as compared to multiple regression weights 

which are influenced by the stability of the estimates 

of covariance among variables. However, when the 

sample size is large, the increase in the stability of 

the regression coefficients will generally yield more 

reliable estimates. 

One, however, could always develop two predictive mo

dels; the first based upon simple correlation weights, 

the second based upon multiple regression weights. 

Then comparisons could be made using a split sample 

design to determine the more reliable model. 
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THE CONVERGENT VALIDITY OF SELECTED METHODS OF DETERMINANT 
ATTRIBUTE IDENTIFICATION: SOME PRELIMINARY FINDINGS 

* .Tohn H. Lindgren, Jr. , University of Virginia 

Abstract 

Researchers have been questioning the methodology of 
determinant attribute identificaUon for the past few 
years. The objective of this research project is to 
test the convergent validity of four different methods 
of determinant attribute identification. Results of 
the project suggest that the four methods produce vary
ing results. 

Research Problem 

The purpose of the determinant model is to identify 
those attributes of a product that are most closely asso
ciated to actual behavior or purchase. The most sig
nificant feature of the concept of determinant 
attributes is that an important or salient attribute is 
not necessarily determinant. Automobile safety has 
been used to demonstrate this point (Myers and Alpert, 
1968). Many consumers regard safety as an important 
product attribute, yet they fail to percetvc major 
dlffcrene<•s Jn th<' safety afforded by alternative auto
mobile models; consequently, safety is :important to 
these consumer A, but :! t does not determine brand 
preference or brand choice. 

Although researchers recognize the value of identifying 
determinant attributes, only the above article has been 
published concerning a test of the convergent validity 
of the model. Thus, there is an interesting situation 
of researchers using varying methods to identify 
determinant attributes but no recent study showing 
whether .these differing methods yield the same or 
different determinant attributes. 

Background 

Approaches to Determinant Attribute Identification 

There have been two major approaches used in the 
identification of determinant attributes. One approach 
involves some type of statist.ical analysis where the 
researcher correlates attribute ratings with behavior 
to identify those attribute ratings that are most 
closely associated with behavior. Regression and/or 
discriminant analysis has generally been used in this 
first approach. 

The other approach can be classified as a heuristic 
technique since it i ~n i ie  determinant attributes 
through attribute ratings. In this approach, the 
researcher does not use behavioral data but attempts to 
identify determinant attributes through the use of 
attribute ratings only. Tlwre are three heuristic 
techniques that have heen used. These include the 
Myers/Alpert technique (Myers and Alpert, 1968), the 
Hansen technique (Hansen, 1977), and the direct 
questioning technique (Alpert 1971). These three 
techniques are briefly defined below. 

Myers/ ~  technique. Since the publication of the 
article hy Myers and Alpert in 1968 most researchers 

* The autlmr would like to thank the University of 
Virginia, Mcintire School of Commerce for its support 
through a faculty summer research grant. 
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have used the Myers/Alpert dual questioning method when 
attempting to identify determinant attributes. The 
method consists of calculating the following two 
measures: 

(1) A rating of the importance of various product 
attributes (flavor, color, etc.) for a chosen product 
category, 

(2) A rating of the degree of similarity/dissimilarity 
of each attribute for a set of brands in the product 
category (Aim vs. Crest on flavor, for example). 

Both of these ratings are measured on a Likert-type 
scale, and the scores combined in some manner to yield 
the determinant attributes. The technique of combining 
the scores is what differentiates the Myers/Alpert 
technique from the Hansen technique. 

The Myers/Alpert technique combines the two above meas
ures by first multiplying the importance rating times 
the similarity/dissimilarity rating for each attribute 
and then averaging these scores. The determinant 
attributes are those with the highest or lowest average 
DAS score across the entire sample depending on the 
scaling technique. 

Hansen's Cross Classification Technique. In this work
ing paper, Hansen suggests a cross classification 
technique of identifying determinant attributes. 
Respondents are asked to rate importance and similarity/ 
dissimilarity of all attributes just as in the Myers/ 
Alpert technique, but the individual responses are then 
cross classified so that each attribute has a cross 
classification table. The concept of determinance, as 
presented by Myers and Alpert, indicates that those 
attributes that have high importance and high variation 
among alternatives are the determinant attributes. 
Hansen argues that the multiplication procedure might 
mask certain potential determinant attributes. Hansen's 
suggestion is to compare only the cell of high impor-· 
tance and high variation across all attribute tables. 
The attribute with the highest proportion of respondents 
in this cell is the most determinant. 

. .birect Questioning Technique. The direct questioning 
technique is the most straight forward of the heuristic 
techniques. The researcher asks consumers what factors 
(attributes) they consider important in a purchasing 
decision or why they purchased one brand rather than 
another. The identification of determinant attributes 
is simply a tabulation of the number of times each 
attribute is mentioned. The attributes most often 
mentioned are then the determinant attributes. 

Objective of Proposed Research 

Although each of the above approaches to determinant 
attribute identification has been used by researchers, 
there is no recent study showing whether these techniques 
yield similar or dissimilar results. The objective of 
this research project is to test the convergent valid
ity of the various approaches described above. 



1>:11:1 Colli'('! loll ConHidi•rtllloiHl 

A conHUIIl<'r Jlilll<'l was "'I I fz<•d In tlw pr<'Sl'llL sll1dy to 
measurt· actual IH•ilavlor of pa11el membPrs through time, 
In this longitudinal study students at Kent State 
Univcrs l ty wer<• the panel's members. Three separate 
questionnaires were administered during the seven week 
period. TI1e first questionnaire was used to measure 
respondents' past behavior at fast-food chains in Kent, 
Ohio. The second questionnaire was a repeated (for 
seven weeks) behavior measure which was completed each 
Friday of the study period. This questionnaire has 
two sections--first, respondents indicated which fast
food chains in Kent they had patronized during the ee~ 
and secondly, respondents were asked where they in
tended to eat during the next week. The third question
naire was administered the last week of the study 
period, to determine the students' attitudes toward the 
fast-food chains in Kent. 

Subjects 

Students In three sPctions of Principles of Marketing 
classes at Kent State University served as subjects in 
the present research project. The three secti.ons of 
classes conL1Ined 15, 91i, and 15/l studonts, rospective
ly. This produced a total possible sample of 269 
students. Of theso 269 students, 237 or 88 percent 
or tiH' sampl<· "'"''fllPll'd nil tlw forum over till' seven 
week JWrlod. Thirty-two respondents were eliminated 
hecnUMl' of mJssing data or because they chose not to 
participate In all phases of the study. 

Product Cat<•gory 

The product l'ilil')\Pry "' rast-ro!ld clwlnH was chosE'n 
becaUSl' () r H llldl'nl rami I I ar tty with them and because 
of the high usage patterns by students in Kent, Ohio. 
In addition to the above reasons of familiarity with 
fast-food chai.ns and thei.r usage by students, the 
product category of fast-food chai.ns is compatible 
determ:lnant attribute analysts. Table 1 shows the per
centage of total purchase at each of these fast-food 
chains during the study period of seven weeks. 

TABLE 1 
PATRONAGE OVER THE SEVEN WEEK STUDY PERIOD 

Fast-Food Chain 
Number of 
Purchases 

Percentage of 
Total Purchases 

~ --------
Red ll<>rn 
Arhy's 
HcDonald's 
llurger King 
llurg<>r Chef 

~  Trcachcr's 

1'0TAL 

Attributes 

76 
185 
470 
156 
202 
222 

I-;Jn 

061. 
14% 
36% 
12% 
15% 
17% 

IOOt 

In a pilot study, students were asked: "What features 
of fast-food chains are i.mportant to you when deciding 
where to eat?" Based on the replies of 260 respondents, 
the most frequently menti.oned attributes whi.ch emerged 
are listed Table 2. 

Analysis And Interpretati.on Of Data 

The Importance Measure 

The importance measure is desi.gned to allow respondents 
to indicate the degree of importance they place on each 
of the attributes when choosing a fast-food establish
ment. Table 2 shows the average Importance scores for 
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"""h of lfll, nllr lhuteH and tht• rank order of the!!e 
:-H'OL('H. 

The 

TABLE 2 
IMPORTANCE OF ATTRIBUTES WHEN CHOOSING 

A FAST-FOOD CHAIN* 

Attribute Mean Rank 

Fast Service 4.937 3 
Pleasant atmosphere 4.785 4 
Low regular prices 4.464 7 
Low special prices 3.283 9 

(coupons, discounts) 
Clean facilities/personnel 5.350 2 
Convenient location 4.599 5 
Friendly employees 4.519 6 
Good guality food 5.629 la 
Variety of menu items 4.198 8 

• n = 237 

aHighest importance 

Similarity/Dissimilarity Measure 

To determine si.milarity / di.ssimilarity, respondents 
indicated how simi.lar or different the fast food chains 
were on each of the nine attributes (see Table 3). 
This measure was scaled on a one to six Likert-type 
scale wlth one labeled "very similar" and six labeled 
"very different." This scale yielded higher averages 
for the attributes that had hi.gh variation across the 
six fast-food chains and lower averages for similar 
attributes. Those attributes perceived as both impor
tant and dissimilar are identified as the possible 
d0t0rminant attributes. 

TABLE J * 
DISSIMILARITY OF ATTRIBUTES ACROSS FAST-FOOD CHAINS 

Attribute 

Fast service 
Pleasant atmosphere 
Low regular prices 
Low special prices 

(coupons, discounts) 
Clean facilities/personnel 
Convenient location 
Friendly employees 
Good quality food 
Variety of menu items 

*n = 237 

aGreatcst i i i ~ i  

Mean 

1. 962 
2.409 
2.392 
3.038 

2.451 
2.966 
2. 498 
3.021 
2.709 

Rank 

6 
3 
5 
2 
4 

The Patronage (Purchase) Behavior Measure 

The patronage behavior measure is calculated as the 
proportion of ti.mes a particular chain was frequented 
out of the total number of times an individual pur
chased from all fast-food chains over the seven week 
study period. Table 4 shows the mean patronage 
behavi.or measure for each fast-food chain as well as 
the ranking for the fast-food chains. McDonald's has 
the hi.ghest patronage behavior with an average of 1.983 
purchases per week while Arthur Treacher's ranks second 
and Burger Chef ranks third. 

Comparison Of Techniques 

The objective of this paper is to compare the four 
methods of determinant attribute identifi.cation: 
Myers/Alpert technique; Hansen techni.que; discriminant 
analysis technique; and the direct questi.oning 
technique. 



TABLE 4 
~  Ml>ASliRg: I'ATRONA<:t•: llgHAV [Of{ 

Restaurant 

Red Barn 
A.rby'• 
McDonald's 
Burger King 
Burger Chef 
~  Treacher's 

n " 237 

Pat ronii<J<' ll<ohllvior Mcari-------·Haiik 

.321 

.781 
1.983 

.658 

.852 

.937 

6 
4 
1 
5 
3 
2 

Determinant Attributes-Discriminant Techn:l.que 

The Myers and Alpert definition of determinant 
attributes adopted in this study defines them as those 
attributes or fc><1tures which are most closely related 
to actual purchase decisions. To identify those 
attributes, the present researcher has divided the 
sample into two groups, users and nonusers of the fast
food chains. Discriminant analys.is is then employed 
to derive tlw Um'ar combination of predtctor variables 
and theIr ~ a e  so those thn t account for the great
est di f f erencN; lwtween the group of users and nonusers 
of fast-food chains may lw fdL•nt·l fh•d. The prt>dictor 
variables ust•d In tht• d 1 Hedminant analysis were 
calculated using the Mycrs and Alpert multiplication 
technique: 

(1) 

It should be noted that the Myers Alpert technique of 
determinant attribute identification averages the 
DASji scores while the discriminant technique uses the 
raw unaveraged DASji scores. 

Thirty-one of the 237 respondents who did not eat at 
fast-food chains during the seven week study period are 
the nonusers group. A total of 206 respondents are in 
the users groups. Using the SPSS program, the follow
ing linear combination of predictor variables resulted: 

D = .81309x3 - .78863x4 - .58603x6 (2) 

where: 

x3 " low regular prices, 

x4 • low special prices (coupons, discounts), 

convenient location. 

The equation ls significant at p < .OS. 

The F-valuc asscw!ateq wl th each of the above predictor 
variables lndlcatP that low Hpl•etnl prices is the only 
determinant attribute at a signlflcance level of .OS. 
Relaxing the significance level to .10, convenient 
location becomes the second most determinant attribute 
in identifying users from nonusers. 

While the above discriminant function was significant 
at p < .OS, the results must be interpreted with caution 
for two reasons. First, the researcher did not control 
for sample sizes in the groups of patrons and non
patrons. The result of this was that the patron group 
contained 206 individuals and the non-patron group 
contaim•d only 31 lnd lv !duals. Because of this small 
group of non-patrons, the researcher conducted further 
analysis by rcdefin:Lng the respondents as casual users 
versus regular users. The casual user category con
tained 54 individuals who made one or less purchase 
during the seven week study period. The regular user 
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category contained 183 indllriduals who purchased two or 
more times. When the discriminant analysis was rerun 
for casual versus regular users, four variables were 
significant at the p < .10 level. Once again, the four 
variables were low special and convenient location, 
plus fast Rervice and low regular prices •. While the 
results included two additJ.onal variables, low special 
prices and convenient location appeared again as dis
criminators in this second analysis. 

The second reason the results must be interpreted with 
caution is that discriminant analysis assumes equality 
of covariance matrices within the groups. Nie, et al. 
state the following regarding this assumption (Nie, et 
~  1975): 

The statistical theory of discriminant 
analysis assumes that the discriminating 
variables have a multivariate normal 
distribution and that they have equal 
variance-covariance matrices within each 
group. In practice, the technique is very 
robust and these assumptions need not be 
strongly adhered to. 

While they suggest that the technique is very robust, 
the present researcher checked for the equality assump
tion in both the above analyses and found that neither 
the users versus nonusers nor the caRual users versus 
regular users had equality of covariance matrices. 

Determinant Attributes-Myers/Alpert Technique 

Table 5 contains the average DAS scores in the present 
study using the Myers/Alpert technique. The most 
determinant attribute is good quality food, the second 
convenient location. Ranked third and fourth were 
clean facilities/employees and pleasant atmosphere, 
respectively. Myers and Alpert did not suggest any 
objective criteria for selection of the number of 
attributes which are determinant; therefore this re
searcher has used, for comparison with the discriminant 
technique, the two highest mean DAS scores. Inspection 
of Table 5 shows good quality food and convenient 
location are the determinant attributes using the 
Myers/Alpert technique. 

TABLE 5 * 
DETERMINANT ATTRIBUTES-MYERS/ALPERT TECHNIQUE 

Attribute 

Fast.service 
Pleasant atmosphere 
Low regular prices 
Low special prices 

(coupons, discounts) 
Clean facilities/personnel 
Convenient location 
Friendly employees 
Good quality food 
Variety of menu items 

n ~ 237 

Mean DAS Score 

9.6371 
11.4 051 
10.7637 
10.2194 

12.9620 
13.6793 
11.0717 
17.0169 
11. 1814 

Determinant Attributes-Hansen Technique 

Rank 

9 
4 
7 
8 

3 
2 
fj 

1 
5 

Table 6 presents the percentage of respondents indi
cating high importance and variation for the nine 
attributes using the Hansen technique. Inspection of 
this table identifies good quality food as the most 
determinant attribute while convenient location is the 
second most determinant attribute. 



TAIILE 6 * DETimMINANT ATTIUBUTI•:S-IIANSEN 'J'l•:CllNIQliE 

l'roport ion ot HC!!;pondt!nt-n 

!It trl hul<' in Ct•ll Nine Rank 

2.1% 9 
2.5% 8 
3.H 6 

FaRt service 
Pleasant atmosphere 
Low rcqular prices 
Low special prices 3.8% 4.5 

(coupons, diRcounts) 
Clean facilities/personnel 
Convenient locJtion 
Friendly employees 
Good quality fo0d 
Variety of menu items 

-.-------
n = 237 

4.6% 
7.6% 
3.8% 

13.9% 
~ 

Determinant Attributes-Direct Questioning 

3 
2 
4.5 
1 
7 

The direct questioning technique requires the research
er to ask customers why they choose one brand rather 
than another. This open ended question was coded using 
three categories of responses: attribute reasons; 
social reasons; and miscellaneous reasons. 

Table 7 Indicates tlw percentage of each of tl1e reasons 
given by respondents for their purchases during the 
seven weeks. The most determinant attribute based upon 
the greatpst number of mentions ls convenleJlt location, 
the st>cond Is variety of menu items. 

TABLE 7 
* nl\'J'EHM I NANT ATTR lllliTES-D I.RECT ()UESTlONJNC: 

~ . ·-·--- ----- --· ---
Number Percent 

Good quality food 
Quantity of food 
Variety of menu items/type of food 
Convenient location 
Fast service 
Low regular prices/inexpensive 
Low special prices (coupons, discounts) 

Drcicinn made by another 
Joint e i~ i n 

Novelty (change of pace) 
Past hPhnvior C'Xtcnsion 
~ ii e for privacy 

Glnhal ~ i i n 

n~ i i  ~ ~ n~ 

~ ~ -----·-• 

76 
3 

133 
217 
119 

59 
68 

675 

27 
41 

68 

32 
12 

6 
19 
63 

132 

11 
0 

20 
32 
18 

9 
10 

100% 

40 
60 

100% 

24 
9 
5 

14 
48 

100% 

436 of the 1,311 purchaRes did not have reasons given. 

Determinant Attributes-All Techniques 

The two shortcut methods by Myers/Alpert and Hansen 
produced the same determinant attributes. This re
searcher is presently conducting another study which 
also produced the same results between these two 
shortcut techniques. 

The discriminant analysis identifies low special price 
as the most determinant wLth the second most determinant 
attribute as convenient location. The direct question 
technique id<'ntlfies convenient location as the most 
determinant and the second most determinant as variety 
of m(•nu i Lcms. The results indicate that convenient 
location was ~n i i  as determinant using any of the 
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tc'chniques while that consistency does exist between 
tile t£,chniques, the other determinant attribute varies 

for """'' (:("'linlqtw. 

fmplicn t lotul 

Th(' methodology and findings from the present research 
project have implications and significance to both 
marketing researchers and managers. While all four 
techniques purport to accomplish the same results, it 
appears that the convergent validity of determinant 
attribute analysis can be questioned. 

Determinant attribute analysis is a potentially power
ful for marketing managers in the process of both 
constructing and evaluating their marketing strategies. 
Use of determinant attribute analysis by marketing 
managers will enable them to identify the attributes 
that are more significant to consumers when choosing 
one brand over another. With this information, market
ing managers can reposition their products/services 
either by changing their offering to include this 
attribute and/or by stressing this attribute in their 
promotion mix if they are not doing so. 

The findings of this study have important implications 
and significance to marketing researchers, that is, 
those engaged in scholarly research in marketing. Even 
though a number of articles have been published which 
question the Myers/Alpert procedure, this study rep
resent the first test of the Myers/Alpert determinant 
attribute identification technique since the concept 
was introduced in 1968. The lack of convergent valid
ity Found in the present study for the four techniques 
of detenninant attribute identification should stimul.1.tc 
other resenrchen; to investigate this issue. 

Suggestions for Subsequent Research 

The present study suggests a number of subsequent 
research projects that should be performed. First, the 
study should be replicated using other product cat
egories and samples. This could provide a framework 
for stronger and more externally valid conclusions. 
Specifically, a panel study using a population other 
than students and a durable goods product category, if 
tested, would provide the abil.ity to compare and in
tegrate the find.ings of that study and the present one. 

Further research on the convergent val.idity of the 
determinant attribute techniques is also suggested by 
this study. Subsequent studies should be undertaken 
to identify determinant attributes using an experimental 
design where the researcher could control for the 
number of users and nonusers of the product. If this 
study were undertaken, the discriminant analysis method 
of deterrn.inant attribute identHicatlon might provide 
stronger conclusions. 
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SEMANTIC QUANTIFICATION: A CROSS-CULTURAL PERSPECTIVE 

Bruce Seaton, Florida International University 
Ronald H. Vogel, Florida International University 

Abstract 

Marketing research makes extensive use of semantic sti
muli in scaling procedures. Magnitude estimation pro
vides a technique for assessing respondents' quantita
tive assessments of words or phrases used as scale 
anchor points. Hispanic and non-Hispanic respondents 
estimated the numerical value of a series of expres
sions of amount. Minimal differences were found be
tween the cultural groups. 

Introduction 

Consumer research in marketing makes extensive use of 
assessments of amount, frequency and evaluation. A 
consumer respondent might be asked to assess to what 
extent he/she agrees with a statement of product utili
ty, the degree of importance associated with a given 
product attribute or the frequency with which a given 
product ls consumed in the houselwld. For example a 
question could ask, "How often do you dine out?" Pos
sible r<'sponsPR to such n question could include "regu
larly," "occmdonally," "not too often," etc. There 
are a wide array of such modifiers available to express 
the range of such judgements as to both amount (none at 
all) and frequency (never to always). In the qualita
tive mode a respondent might be asked to assess the 
taste of a beverage on an evaluative (good/bad) scale. 

The analytical phase of such consumer research typical
ly involves attaching numerical values to responses. 
The level of data (ordinal, interval or ratio) obtained 
by such attachments is conjectural as is often the ap
propriateness of the specific value assigned. Response 
values are assigned on the basis of position on a lin
ear scale, on the basis of the meaning of the adjective 
label used, or on some combination of both (Green and 
Tull, 1978, Churchill, 1979). Recent research has sup
ported the importance of label modifiers as a factor 
governing subject responses (Wildt and Mazis, 1978). 

A research tradition has been evolving to quantify the 
semantic stimuli utilizeJ in scale point description. 
Recent studies have indicated that such semantic stimu
li can be quantified (Bass, Cascio and O'Connor, 1974, 
Schreisheim and Schreisheim, 1978, Bradburn and Miles, 
1979). 

Cross-cultural market research is assuming increasing 
importance with the internationalization of marketing. 
However such research raises some very significant 
methodological questions. Green and Wh.ite (1976) dis
cussed tltese issues in a recent paper. A major problem 
area that they idcntifieJ was that of measurement, 
i.e., do research instruments validly measure the phe
nomena under study in each of two cultures? As cross
cultural analysis is typically searching for similarity 
and/or difference on a cultural basis the investigative 
issue is whether research results are an artifact of 
the research process, or more specifically the research 
instrument, or that the results truly reflect the 
underlying reality. 

The specific issue investigated in this study involved 
the assignment of numerical values to a series of terms 
used to express amount in a semantic mode. The re-
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search was designed to determine if there was a cultur
al component in the determination of these an i a i ~ 

values. The research hypothesis may be succinctly 
stated: "Respondents from different cultures (Hispanic 
and non-Hispanic) will assign different quantitative 
values to a set of seven expressions of amount." 

Method 

The investigation draws heavily on the research tradi
tion of psychophysics, the discipline which is con
cerned with the measurement of sensory and perceptual 
phenomena (Stevens, 1975). The particular technique 
utilized in this research was magnitude estimation 
which utilizes direct quantification of semantic sti
muli by the respondent (Stevens, 1975, pp. 26-31). 
The distinguishing characteristic of magnitude estima
tion is that it permits the achievement of the highest 
level of measurement, namely the ratio scale. As 
Stevens notes in comparing magnitude estimation to the 
more typical procedure (in marketing research also) of 
category scaling. 

" ..• the category scaling procedure seems seductively 
simple. As a consequence, unfortunately, the procedure 
enjoys unmerited popularity. Category procedures re
sult at best in interval scales, not in ratio scales. 
Tn most cases only a slight rewording of the instruc
tions would allow the observer to employ, not a re
stricted set of category numbers, but any numbers he 
thinks appropriate to express the apparent magnitude 
of the stimulus. It would then be possible for the 
observer to generate a ratio scale." (Stevens, 1975, 
p. 231) 

The research made use of the following seven expres
sions of amount: "no", "somewhat", "a moderate amount 
of", "quite a bit of", "a great amount of", "an extra
ordinary amount of", and "all". Previous investigation 
had suggested that these seven expressions of amount 
provided an equal-interval ratio scale, the level of 
measurement which provides the maximum degree of analy
tical versatility. The value generated by the semantic 
stimulus, "no", represented the zero on the scale 
derived by Bass, Cascio and O'Connor, (1974). The 
instructions provided to subjects are descriptive of 
the technique of magnitude estimation and are repro
duced below: 

In subsequent questions, you will be asked to determine 
how important various characteri.stics are when choosing 
a university. For example, you may feel that the 
quality of a business school's faculty is "somewhat" 
important to you in choosing a university. Would you 
please assign a number to what you conceive "somewhat" 
to mean. You may use any number that seems appropriate 
to you and is greater than, or equal to, zero (0). 
Please place the number of the line next to "somewhat". 

Somewhat 

Now, using the number you assigned to "somewhat" as a 
standard, please assign a number to each of the other 
words below indicating each word's value relative to 
"somewhat". Again, use any number greater than, or 
equal to, zero (0). The number placed next to each 
word or phrase should reflect what you feel that word 



or phrase means when compared with "somewhat". For 
example, if you assign a value of 50 to "somewhat" you 
might assign the value 100 to any other word or phrase 
which you feel represents twice the amount of impor
tance as "somewhat", 11nd a value of 5 to any word or 
phrase which seems to repn•sent only 1/10 the amount 
of importance as "somewhat". You may use any whole 
or decimal number greater than zero (0), just as long 
as you feel it represents the numerical value of a 
~  or phrase when that word or phrase is compared 
with "somewhat". 

No 
A Moderate Amount of 
A Great Amount of 
Quite a Bit of 
An Extraordinary Amount of 
All 

The subjects of the research were undergraduate busi
ness students located in a major metropolitan area in 
the southeastern United States. The community, and 
the university, has a large Hispanic component. 

It is recognized that there is some controversy over 
the use of student subjects in marketing research 
(Cunningham, Anderson and Murphy, 1974, Morgan, 1979). 
Their use in this study is justified by the following 
factors: 
(i) in that the research employed a new .(to marketing) 

methodology and thus was exploratory in nature 
(ii) the use of business students isolated the cultural 

dimension of the study (the issue of interest) to 
the maximum extent in that it eliminated educa
tional differences, a presumed source of variation 
in semantic quantification. 

A total of 181 students participated in the study - 73 
were Hispanic, 108 were non-Hispanic. The cultural 
assignment was made on the basis of "the primary lan
guage of your parents" with students with both parents 
native Spanish-speaking being labeled as Hispanic. The 
data was collected with an English language question
naire. 

Results 

As noted earlier, the seven expressions of amount were 
chosen on the basis that they represented an equal
interval 7 point ratio scale. As a corollary this 
implied that there was an expected ordering of the 
values assigned to the expressions. Thus the initial 
data analysis involved non-parametric correlation of 
each subject's derived rank ordering of the seven sti
muli with the predicted ordering. The results are 
displayed on Table 1. Spearman correlation was the 
nonparametric procedure utilized. Inspection of 
Table 1 indicates that the majority of students impli
citly ordered the Hemantic stimuli consistently with 
expectations. However, it should be noted that His
panic subjects showed a lesser propensity to order the 
expressions in the expected manner. 

TABLE 1 
CROSS-CULTURAL COMPARISON OF DERIVED ORDERINGS OF 

SEMANTIC STIMULI WITH EXPECTED ORDERING 

Significance Level of 
Spearman Correlation 
Coefficient 

1( .05 

~ .05 

Non-Hispanic Hispanic Total 

83.3% 

16.7% 

68.5% 

31.5% 

77.3% 

22.7% 
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The primary analysis was performed using a one-way 
multivariate analysis of variance (MANOVA). The pro
gram utilized was BMDX69 (Dixon, 1973). Using untrans
formed raw data as input, the non-significant multi
variate F (1.15, d.f. • 1, 7) representing the compari
son of scale values assigned to the seven expressions 
of amount between the two cultural groups (Hispanic 
and non-Hispanic), was obtained. The mean scale values 
for each cultural group and the significance of the 
differences between cultural groups have been sum
marized in Table 2. 

TABLE 2 
MEANS OF EXPRESSIONS OF AMOUNT FOR UNTRANSFORMED DATA 

Quite a Bit of 

An Extraordinary 
Amount of 

All 

No 

A Moderate Amount of 

18.77 

22.41 

22.51 

26.74 

29.65 

2.41 

16.84 

11.23 

16,96 

15.88 

20.43 

21.39 

2.15 

11.77 

N.S. 

N.S. 

N.S. 

N.S. 

N.S. 

The raw data were then transformed following the sug
gestion of Stevens (1975). Because different subjects 
might have chosen different anchor values for the 
referent concept (e.g., to one person might assign the 
value 10 to "somewhat", while to another "somewhat" 
might mean 100), the data was transformed so that each 
student's anchor value was the same, namely 50, and 
all other values were multiplied by the result. The 
multivariate F was again not significant. The trans
formed data has been summarized in Table 3. 

TABLE 3 
MEANS OF EXPRESSIONS OF AMOUNT FOR TRANSFORMED DATA* 

X X Statistical 
Expression 

Somewhat 

A Great Amount of 

Quite a Bit of 

An Extraordinary 
Amount of 

All 

No 

A Moderate Amount of 

Hispanic non-Hispanic Significance 

50.00 50.00 N.S. 

75.03 83.37 N.S. 

74.34 76.22 N.S. 

102.32 108.06 N.S. 

112.29 115.59 N.S. 

10.30 9.18 N.S. 

56.44 54.41 N.S. 

*Transformed expression • ~~  X Score 
(somewhat) (expression) 

Discussion 

The hypothesis of the study, namely that the assignment 
of quantitative values to a set of semantic stimuli was 
culture dependent was largely not supported. Neither 
multivariate analysis of variance and only one of the 
thirteen univariate analyses of variance enhibited a 
statistically significant difference. However the non
parametric Spearman correlations indicated some cultural 



difference In semantic quantification, and Inspection 
of Tabll' 2 lndlcates that for all the expressions of 
amount the mean values [or lllspanics were higher than 
those of non-Hispanics. It is possible that if the 
sample size was larger the differences might be sta
tistically signlrlcunt. In any event, the differences 
that tla• data d l.splny could potent tally distort o study 
utilizing semuntlcally defined scales. If a market 
research study were to utilize a scale value such as 
"somewhat important" and cross-cultural comparisons 
were desired the results of this research suggest that 
differences could be found based on cultural distinc
tions in the assessment of semantic meaning, as con
trasted to the "true" differences that such investiga
tion would be seeking. It should also be recognized 
that the homogeneous nature of the sample (excepting 
the cultural dimension) made the research a very 
strong test of the hypothesis. 

The study described in this paper represents an explor
atory attempt to explore an area of cross-cultural 
research which we believe is of great significance for 
international marketing research. A more extensive 
set of expressions of amount and the study of expres
sions of frequency ("always", "sometimes", "never") 
and evaluation ("excellent", "fair", "bad) would appear 
as avenues for future research. Of even more impor
tance to cross-cultural research is the investigation 
of the language factor in semantic quantification. 
What quantitative impact is there in translating the 
English "always" to the Spanish "siempre"? 
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TASK COMPLEXITY IN CONJOINT VIGNETTES: SOME 
EMPIRICAL FINDINGS WITH MARKETING IMPLICATIONS 

Madhav N. Segal, Southern Illinois University--Edwardsville 

Abstract 

This empirical investigation examines variations in 
measures of task-complexity as a result of using dif
ferent conjoint vignettes. The two most commonly used 
conjoint vignette techniques for stimulus description 
are comparatively evaluated: Two-Factor-Evaluation and 
Multiple-Factor-Evaluation Vignette Techniques. The 
empirical findings on the comparative analysis on task
complexity in conjoint vignettes and their implications 
for market-researchers and users of conjoint analysis 
are also discussed. 

Introduction 

It is often argued that marketing questionnaires and 
interviews are not apt for studying consumer behavior 
and attitudes because of unreliable and biased self
reported responses. The reason most frequently cited 
is that judgments required of respondents are often 
suspect from an interpretative point of view. To 
correct this problem in survey research, the use of 
vignettes--systematic descriptions of concrete situa
tions--is being suggested as a means of producing more 
valid and reliable measures of respondent opinion than 
the simpler abstract/ambiguous questions more typical 
of opinion surveys (Alexander and Becker 1978). 

The use of vignettes in survey research is strongly 
advocated in some social science literature (Nosanchuck 
1972; Rossi et al. 1974). To date most uses of vignett
es have been confined to certain areas of experimental
social-psychological research. However, in marketing 
research (with advert of conjoint analysis and related 
techniques) vignettes have generally come to stand for 
short descriptions of a product, product concept, 
and/or consumer/marketing situations which contain pre
cise references to what are thought to be the most 
critical attributes in the choice-making process of 
respondents (Hauser and Urban 1977). 

The main advantages offered by the use of vignettes in 
marketing are: (a) simple, abstract, and direct ques
tions about marketing situations are avoided where 
respondents impute such information themselves, 
(b) marketing stimuli are made as concrete and detailed 
as possible, (c) stimuli presentation is standardized 
across all respondents. Therefore, higher homogeniety 
of perceptions can be obtained, (d) respondents tend to 
view the stimuli to be more realistic and their tasks to 
be more interesting and less fatiguing. 

Vignettes in Conjoint Analysis 

Most conjoint analysis studies in marketing have uti
lized vignettes which are generally hypothetical stimu
lus descriptions. This offers an added advantage of 
allowing the researcher to compare predicted behavior 
with the ac tua 1 respondent behavior toward real prod
ucts, etc. Also, this may be the only option because of 
the limited number of brands available in a product 
category with which a respondent may be familiar. But, 
perhaps the most interesting aspect of the vignette 
technique in conjoint analysis is that it makes possi
ble an analysis of the effects on respondents' judg
ments by systematically varying the attributes used in 
marketing-situation description. There are two major 
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conjoint vignette techniques used to vary the key attri
butes for a stimulus description: (a) two-factor-evalu
ation (TFE) conjoint vignette technique, (b) multiple
factor-evaluation (MFE) conjoint vignette technique. 

In the TFE vignette approach, marketing situations/prod
uct concepts are described in terms of pairs of attri
butes and the respondent is required to provide prefer
ences/judgments for all possible combinations of levels 
generated from a pair of attributes. This vignette 
methodology is also referred to as the "trade-off proce
dure" by Johnson (1974). The other parallel method, MFE 
involves presenting the respondents with a number of 
vignettes where each one has been described in terms of a 
specified level for each attribute or factor. Vignette 
procedure of this type in conjoint analyaia has been 
advocated by Green and Rao (1971) and Green and Wind 
(1975). 

There are different claims being made regarding the 
superiority of alternative conjoint vignette techniques. 
Several questions can be raised with respect to differ
ences among the MFE and TFE vignette techniques. For a 
detailed treatment and discussion on this aspect, the 
reader is referred to studies by Colberg (1978), Green 
and Srini vasan (1978), Jain et al. (1979), and Segal 
( 1979). However, the task complexity presented in al
ternative MFE and TFE vignettes can be a basis of 
preference for one technique over the other. This is 
specially true if the response time and ita auociated 
field costs are going to be a determining factor in a 
given research investigation. 

The variable of task complexity can be operationalized 
by using the response time as a proxy variable and to 
examine differences in response time between the alter
native vignette methods. The purpose of this study is to 
document the existance and distribution of task-com
plexity presented in alternative conjoint vignettes. 

Research Procedure 

A convenience sample of approximately 100 undergraduate 
students was selected for the empirical investigation. 
Because of 16 incomplete responses, only 84 were usable 
for data analysis. This represented a 84% response-rate 
which is what was expected. To enhance the validity of 
the study, the choice situation selected was determina
tion of student housing preferences for apartments. 
Three apartment attributes were considered to be im
portant for apartment selection. They were: (a) size 
of the apartment (described in terms of number of bed
rooms), (b) price of the apartment (described in terms 
of monthly rental fee), and (c) location of the apart
ment (described in terms of distance to campus). 

As a part of the research experiment, each respondent 
supplied rank ordered preference judgments for all pairs 
of apartment-attribute-levels (TFE vignette procedure). 
Each respondent was also asked to take a note of the time 
when they started the task and also to make a note of the 
ending time. All these respondents also provided data 
via MFE vignette method by sorting and arranging all 
possible combinations of apartment vignette& (given on a 
3x5 card) in their order of preference. respondents 



also took a note of beginning and ending times for the 
MFE vignette task. Both vignette tasks were randomly 
assigned so as to avoid any order bias. Each respondent 
performed an intervening task (filling out a short 
questionnaire on background information) prior to sup
plying data via each vignette method. It was hoped this 
will prevent the halo effect resulting from responding 
to several variations of vignettes on the same topic. 

Data Analysis and Results 

The data analysis assumes that the variable of response 
time is directly proportional to the underlying vari
able of task-complexity. The higher (lower) the amount 
of time taken by the respondent to complete a task, the 
higher (lower) the complexity related to that task or 
vignette. Vignette complexity is defined from the 
respondent's point of view. 

Summary measures on response times for alternative 
vignette techniques are displayed in Table 1. As shown 

TABLE 1 

SUMMARY COMPARISON OF DIFFERENCES IN LEVELS OF 
RESPONSE TIME (IN MINUTES) AND PAIRED t-TEST FOR 

DIFFERENCES BETWEEN MFE-RESPONSE TIME AND 
TFE-RESPONSE TIME 

(n•84) 

St. Significance** 
Variable* Mean Error t-Value =0.01 

RTMFE 11.09 0.49 NA NA 

RTTFE 5.14 0.22 NA NA 

DIFTIME 5.95 0.46 12.75 sig. 

* RTMFE = Response time for MFE vignettes 
RTTFE = Response time for TFE vignettes 
DIFTIME (dt) Difference in response time 

(RTMFE-RTTFE) 

=0.05 

NA 

NA 

sig. 

** Significance is tested with the following t critical 
values (two-tailed tests): 

t c 

t. 
c 

0.01 and 60 d.f.) 2.660 

0.05 and 60 d.f.) 2.000 

in the table the mean response time value for the MFE 
vignette procedure is 11.09 minutes and the comparative 
average time taken by subjects for the TFE vignette 
procedure is 5.14 minutes. Therefore, on an average, 
respondents took approximately twice as much time to 
complete the MFE vignette task as they did for the TFE 
vignette task. 

The maximum time taken by a subject to complete the MFE 
vignette was 25 minutes. However, the least amount of 
time taken by a subject to complete either task was only 
two minutes. This indicates that there were variations 
and individual differences with respect to the time 
taken by a respondent to complete either task. There
fore, some measures of relative dispersion in response 
time must also be examined. The Coefficient of Varia
tion ( ) as a measure of dispersion reported in Table 
1 is very comparable for both vignette techniques: 
40.16% for MFE and 39.16% for TFE. This indicates that 
the degrees of dispersion in response time as a percent 
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of the average response time for both techniques were 
comparable. 

Even though no specific null and alternative hypotheses 
were formulated, the differences in response times for 
alternative conjoint vignette techniques can be statis
tically evaluated. A paired t-test was used for this 
purpose and the difference in response time (d ) was 
calculated for each respondent by using the equAtion: 
d = (response time for MFE vignette task--response 
trme for TFE vignette task). Under the null hypothesis 
(H0 ) d = 0. All relevant statistics to perform the t
test ana the results of the test are reported in Table 
1. 

The mean difference (d t.) between the levels of two 
response times is 5.95 ~n e  with a standard devia
tion of 4.27 minutes. The null hypothesis is tested for 
both assumed alpha risk levels of 0.01 and 0.05. Null 
hypothesis (H0 ) is rejected at each level of signifi
cance and as a result alternative hypothesis (HA) is 
accepted. Therefore, results from the paired t-test 
indicate that the levels of response time reported for 
the MFE and TFE vignette tasks differ significantly (on 
an average basis). As a result of this, it can be said 
that levels of task complexity presented in each con
joint vignette set vary significantly. 

Conclusions and Implications 

Results from this empirical investigation can now be 
summarized. Major findings on the issue of conjoint 
vignette task-complexity are: (a) on an average basis, 
respondents took approximately twice as much time to 
complete the MFE vignette task as they did for the TFE 
vignette task, (b) the degree of variability is re
sponse time as a percent of average time was equivalent 
for both conjoint vignettes, and (c) the levels of 
task-complexity in alternative conjoint vignettes vary 
significantly and a MFE conjoint vignette is found to 
be more complex than a TFE conjoint vignette. 

The empirical findings on the comparative analysis on 
task-complexity in conjoint vignettes are conclusive 
and have implications for the applied market research
ers that must be noted carefully. Since, the respon
dents, on the average, took twice as long to complete 
the MFE task (as they did to complete an equivalent TFE 
task), the MFE conjoint vignette is found to be more 
complex than the TFE vignette task. These findings are 
in congruence with the ones reported by Colberg (1977). 
Since the response time (and associated interviewing 
coste) can be a critical factor, it is recommended that 
market researchers should use the TFE conjoint vignett
es to gather conjoint data. However, it is possible to 
cut response time and associated interviewing costs for 
the MFE vignette techniques by using some sort of 
fractional factorial designs (Green 1974). 

Even though the results of this empirical investigation 
are conclusive, but any generalization must be tempered 
with caution because of several reasons. First, cri
teria other than response time must also be considered 
before any particular conjoint vignette technique is 
recommended (Segal 1979). Second, response time (task
complexity) is clearly a function of the number of 
attributes and the levels per attribute used in the 
study. Therefore, generalizations must be limited to 
the problem-context and size of the empirical investi
gation. Lastly, operationalization of the variable of 
task-complexity via response time may be oversimpli
fied. Future researchers must evaluate the issue of 
task-complexity from consumers' information-processing 
point of view. 
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SI•:()UENCII, POLE ANll CONTEXT EFFECTS 
IN SIMILARITIES RATINGS 

John R. Dickinson, University of Windsor 

Abstract 

Numerous potential sources of bias relating to question
naire• layout have been identified. Using a multivariate 
a ~  this research investigates the presence of 
three types of order bias in the collection of sirnilar
i ty r.1 ti ngs. Ordinal position and pole orientation 
effects wen• g<•rwrally not significant while contextual 

n a n ~ i n waH cons iHtently presc·nt. 

l.n truuuction 

The poHH i b le exls tence u f response biasing effects 
deriving from various elements of questionnaire design 
has long been recognized. Such effects may be of a 
variety of sorts and stem from processes that to date 
have not been placed in an orderly comprehensive theor
etical framework. The particular general situation of 
interest here is where the respondent is presented with 
a series of similar rating scales for the purpose of 
n~a in  several stimulus objects on a single dimen
sion, one stimulus object on several dimensions, or 

other V:Jriations. Specifically, this study concerns 

the rating of pairs of Htirnuli with regard to their 
"similarity," no particular dimension being specified. 

Data gathl'red in Lhis manner connnonly form the basis 
for input tu multiuimensional scaling algorithms 
(Gre<'n and Rao, 1972; Green and Carmone, 1970). 

Within tlw eont<'xt of unidimensional scaling tasks 
rc•Hearcll<>rs i!<Jvc• postulated and/or investigated several 
Hourcc•s of hlnsing efft•cts. Ferber (1952) found that 
rating high income profesHions first induced respon
dents to sc•t :1 more Htrict rating standard for subse
quently listed occupations. In a "select x of n" task, 
Campbe II and Mohr (1950) found no effect of ordinal 
position, while Becker (1954) found that the proportion 
of times a stimulus was selected decreased steadily 
with later ordinal positions. Landon (1971) found 
significant contextual contamination in the application 
of a '"'mantic differential scale. Other authors have 
c1 ted a tendency to seJ ec t responses at the beginning 
of a line due to carelessness (Vernon, 1939), an appar

ent tendency to select items at the extreme positions 
in a list (Payne, 1951), an anchoring effect whereby 
early reHponses provide comparative benchmarks for sub
sequent responHes (Sherif, Sherif and Nebergall, 1965), 
and a motive for internal consistency (McGuire, 1960), 
as potentially biasing factors. In the somewhat dif
fc•rent context of paired comparison taste tests, 
<:reenburg (1958, 1963) reports a significant order of 
presentatl.nn <>ffect, whiJe Day (1969) provides evidence 

that this c•ff<'<'l dneH not necesHarily occur. 

In the• mort• probl,•mallc context of colLecting Hlnrllar
itleH judgml!nts fo1· multidimensional Healing, wherein 
a.ltl'rnat lvc• mc•i!sun•ment approaches have received con
siderable attention, only one study of order effects 
has bc•,•n publishNl. Jain and Pinson (1976), based on 
a pilot c•xperirnl'nt, found that INDSCAL solutions were 
insensi tivc to the order of presentation of 56 pairs 
of cities for rating. 
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Ordinal position ~ se would seem to motivate only a 
single general effect. Namely, due to fatigue and/or 

waning interest, subjects may respond less thoughtfully, 
i.e., more randomly, to later items. Alternatively, 
subjects may employ heuristics yielding systematic (at 
the individual level) but invalid responses. Both the 
fatigue-interest and non-common heuristic influences 
would be reflected in a larger variance in ratings 

across subjects. However, there seems to be no reason 
to think that subjects would, in aggregate, systematic
ally rate later items higher or lower than earlier 
i. terns. 

Pole orientation has received very little empirical 
study and theoretical conflicts between primacy versus 
recency effects do not suggest that subjects favor the 
left or right hand portions of a scale. 

The presence of contextual contamination is widely, 
though not universally (Osgood, 1957), recognized. 
Results of two empirical studies (Ferber, 1952; Landon, 
1971) indicate an indirect relationship whereby higher 
earlier ratings lead to lower subsequent ratings and 
vice versa. 

The purpose of this study is to investigate the presence 

of sequence, pole, and context effects "in similarities 

ratings and to describe the nature of these effects if 
present. 

Methodology 

Data Collection 

The stimulus objects utilized in this study were five 
adjectives (yielding ten stimulus pairs) selected from 
a list of fifty originally compiled by Myers and Warner 
(1968). The adjectives selected had low variances on 
a favorableness dimension as evidenced by the Myers and 
Warner study as well as results of a pretest of some 
158 subjects for this study. The adjective stimuli 
were also drawn at varying intervals on the favorable
ness dimension. The intended effects of these selection 
criteria were to mitigate variance in responses attri
butable to true differences in subjects' perceptions 
of the stimuli and to evoke a variety of responses 
across stimuli (pairs), at least on the single obvious 
dimension of favorableness. As this study addresses 
similarities data which are presumably multidimensional 
and not necessarily of common structure or space across 
subjects, the intended effects of the selection criteria 

may be only partially achieved. The ten adjective 
pairs are presented in Table 1. 

Subjects for this researeh were second and third year 
undergraduate business students. While appropriate in 
the sense of constituting an ~ i i homogeneous ex
perimental group, use of student subjects may limit the 
generalization of results to other populations. It i.s 
possible that students are more analytical and more 
accustomed to abstract scenarios than are members of 
other market segments. Consequently, they may be less 
influenced by the questionnaire design factors investi
gated herein. Nevertheless, the relative effects of 
these factors are not necessarily altered and any 



TABLE 1 
ADJECTIVE PAIRS USED AS STIMULUS OBJECTS 

Adjective 
Pair 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

Adjectives 

terrific, exceptionally good 

terrific, extremely good 

terrific, remarkably good 

terrific, quite good 

exceptionally good, extremely good 

exceptionally good, remarkably good 

exceptionally good, quite good 

extremely good, remarkably good 

extremely good, quite good 

remarkably good, quite good 

effects found to be significant here are by similar 
reasoning presumably more pronounced in non-student 
groups. A field study itilizing business managers is 
currently underway to corroborate the results reported 
here. 

Printed instructions directed the subjects to " ••• rate 
each of these pairs according to how similar the two 
adjectives are. The key consideration is how much alike 
are the two adjectives in each pair in terms of overall 
similarity. If you feel the two adjectives are very 
similar, you should give the pair a fairly high rating 
toward the 'more similar' end of the scale. And, of 
course, if the two adjectives are not so similar you 
should rate the pair toward the 'less similar' end." 
The single page of instructions was followed by a 
second page containing all ten possible pairings of 
the five adjectives. Thus, the entire set of adjective 
pairs was available at once to the subjects. 

The rating instrument was a nine-point bipolar "less 
similar - mre similar" semantic differential type 
scale with the corresponding scale value printed under 
each line segment. For each subject the basic order 
of presentation (i.e., sequence) of the ten adjective 
pairs was randomized as were the rating scale poles, 
and the order of the two adjectives comprising each 
pair. 

Approximately two weeks after the initial phase data 
collection, a retest of the same subjects was carried 
out under identical conditions. Seventy-three usable 
data sets were obtained in the first data collection 
phase and 55 of these subjects completed the retest. 

Operational Hypotheses 

The theoretical considerations discussed earlier give 
rise to the following operational hypotheses. 

Hl: Sequence Effect - The ordinal position of a given 
adjective pair does not affect the level of its 
similarity rating. No ~ priori rationale suggests 
that subjects systematically rate stimuli appear
ing later either higher or lower than stimuli 
appearing earlier. 

H2: Poll' Effect - Ratings of a given adJective pair 
wJ 11 be higher when the "more similar" (higher 
score) pole appears at the left and lower when 
the "less similar" pole appears at the left. A 
modicum of theory and empirical evidence suggests 
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that subjects will tend to select ratings in the 
earlier or left-hand portion of the scale. 

H3: Context Effect - The higher the ratings of adjec
tive pairs appearing before a given adjective pair 
the lower the rating of the given adjective pair. 
It is theorized that the level of the anchoring 
point framework established by earlier ratings 
will inversely affect subsequent ratings, 

This hypothesized context effect is predicated on 
the idea of earlier ratings establishing a frame
work of anchoring points. Presumably the more 
ratings or anchoring points making up this frame
work, the greater its influence. Thus, ordinal 
position is seen to interact with the context 
effect, the latter increasing as a direct function 
of the former, 

Analysis 

A multiple regression analysis was utilized to test the 
three hypotheses addressing the three different types 
of effects. Each adjective pair was analyzed separate
ly for both the test and retest phases yielding 20 
distinct analyses. The sequence effect was measured as 
the ordinal position of the given adjective pair, The 
pole effect was operationalized as a dummy variable, 
its value depending on whether the "more similar" 
scale pole appeared at the left or right. The context 
effect consisted of two variables. The first reflected 
the main effect of contextual contamination and was , 
defined to be the average of all ratings preceding the 
given adjective pair for each individual subject. (It 
follows that where an adjective pair appeared first no 
contextual contamination was measureable and these 
cases were not included in the analyses.) The second 
variable relating to context effect accommodated its 
hypothesized interaction with ordinal position. First, 
the average rating across all adjective pairs and all 
subjects was subtracted from the "main effect" average 
described above. This difference, roughly half being 
negative, was then multiplied by the given adjective 
pair's ordinal position. This composite variable 
essentially exaggerates both "high" and "low" contexts 
as a function of increasing ordinal position. The 
resulting specified equation, therefore, is 

RATING = B0 + B1 (ORDINAL POSITION) 

+ B2 (POLE ORIENTATION) 

+ B3 (CONTEXT AVERAGE) 

+ B4 (ORDINAL POSITION)(CONTEXT AVERAGE

AVERAGE OF ALL RATINGS) 

for each adjective pair, 

(1) 

The interaction term was dominated by the context 
effect component. Because of its very high correlation 
with the main context effect variable, the two are 
analyzed and interpreted together. The interaction 
term was not highly correlated with ordinal position 
(average simple correlation = -.003, average absolute 
correlation • .113), implying that the latter can 
safely be considered separately. 



lillsults 

Joint 1.\ff(• •·ts 

~a  ml.lectlvl1 pnlr was unal.yzl•d sepnrnll•ly, liB des-
cribed above, for bulh llw lest and retest phaHeH. 
Thus, each of the three hypotheses is tested some 20 
times. Results are presented in Table 2. 

TABLE 2 
ADJUSTED COEFFICIENTS OF 

DETERMINATION, PARTIAL COEFFICIENTS OF 
DETERMINATION, AND SIGNIFICANCE 

TEST 
Adjective 

Adj. R2 Pair_ Seguence Pole Context 

1 -.004 .005 .003 .050 

2 .139* .010 .028 .175* 

3 .068* .001 .Oll .128* 

4 .410* .000 .020 .440* 

5 .020 .005 .005 .077* 

6 .040 .013 .013 .087* 

7 • 286* .001 .018 • 327* 

8 .061* .001 .027 .096* 

9 .244* .008 .008 .270* 

10 .177* .010 0 .224* 

Adjee.tive RETEST 

Pair Adj. R2 Seguence Pole Context 

1 .136* .054 .053 .113* 

2 .103* .008 .022 .111* 

3 .135* 0 .020 .186* 

4 .230* .017 .017 .263* 

5 .110* .017 .023 .140* 

6 .228* .092 0 .250* 

7 .297* .008 0 .346* 

8 .206* .016 .030 .240* 

9 .361* .004 .088* .311* 

10 .193* .072 .005 .186* 

* = significant at the .10 level 

As a descriptive measure of the joint effect of all 
three types of variables together, adjusted coefficients 
of deterndnation are presented in Table 2. The average 
over all 20 instances is .172, indicating a material 
proportion of variance in ratings can be accounted for 
by the scale presentation characteristics. Seventeen 
of the twenty squared correlation coefficients are 
significant at the .10 level (where two would be expec
ted by chance), indicating that the overall joint 
effect is significant. 

To test for the significance of the three types of 
effects separately, an F test of the partial correl
ations of determination (Horton, 1978) was employed. 

216 

Hl: Sequence Effect 

The n n~e value of the partlHI coefficients of deter
m1.nntlon over the 20 analyses is .017 and none of the 
20 coefficients is si.gnificant at the .10 level. It is 
evident that ordinal position .2!! ~ did not influence 
subjects' ratings. 

H2: Pole Effect 

The average value of the partial e i ia~  :,f deter
mination over the 20 analyses is .020 and only one of 
the 20 coefficients is significant at the .10 level 
(where two would be expected by chance). Clearly, pole 
orientation of the scales had no material or signifi
cant effect on subjects' ratings. 

H3: Context Effect 

As noted earlier, the context effect consists of two 
variables, a context main effect measure and an inter-· 
action with ordinal position, considered together. r:,e 
average partial coefficient of determination attribut
able to these two variables over the 20 instances is 
.201. Of the 20 coefficients, 19 are significant at 
the .01 level (where two would be expected to chance), 
Contrary to the findings of Jain and Pinson (1976), 
the effect of contextual contamination is very pro
nounced and significant • 

Nature of Contextual Contamination 

Of the three sources of bias studied, only the contextual 
effect was significant. To determine the nature or 
direction of this influence, it is informative to 
examine the signs of the simple correlations between 
ratings and the context "main effect" and "interaction 
effect" variables defined earlier. All 20 of the 
rating-main effect and all 20 of the rating-interaction 
effect simple correlations are positive. The clear 
implication is that contrary to the findings of Ferber 
(1952) and Landon (1971), the influence of contextual 
contamination is direct, The higher the ratings given 
to earlier stimuli, the higher the ratings given to 
later stimuli. 

Discussion 

Taken together, the three potential sources of bias 
studied had a significant and material effect. Consi·· 
dered separately, no evidence of sequence and pole 
orientation effects was found while contextual con
tamination was clearly present. 

As expected, particularly in light of the fairly short 
list of adjective pairs, subjects did not systematically 
increase or decrease ratings of a given adjective pair 
as a function of its ordinal position. Also as expect
ed, for want of any substantial theoretical or empirical 
foundation, subjects did not systematically tend to use 
either the left or right hand portions of the scale. 
Ratings of earlier stimuli did indeed influence sub
sequent ratings although in a direction contrary to 
that expected. 

It is possible that a list of ten stimulus objects is 
not of great enough length to evoke a bias due to 
ordinal position. Also, it is possible that random
ization mitigates the pole orientation effect although 
the variable of interest is tendency toward left or 
right hand portions of the scale, not toward the "more" 
or "less" extremes. 



Within the scope of this research, the consistency of 
findings across adjective pairs and across test and 
retest adds to the credibility of the results of this 
study. That the context effect is so prevalent is all 
the more noteworthy in that the entire list of adjec
tive pairs was immediately available to subjects. Thus, 
they were in a position to scan the list, establish 
extreme stimulus anchoring points, and so on, prior to 
rating any given adjective pair. 

In light of the results of this study, researchers 
should strongly consider randomizing or otherwise 
balancing the content of lists of stimulus objects to 
be rated as to similarity. Or possibly the provision 
of explicit anchoring stimuli could serve to establish 
an absolute framework for subjects' ratings. 
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MICROCOm'UTER SUPPORT FOR SMALL BUSINESS 
MARKETING INFORMATION AND RESEARCH 

Michael C. Cullagh,•r, University of Arkansas at Little Rock 
John C. Rogers, Utah State University 

Abstract 

lt is imperativ<> that t<mall businesses be responsive to 
changes in the social and economic environment and 
shifts in consumer demand. This is necessary in order 
to remain compet1t1ve. One method of achieving com
petitiveness is through the use of microcomputers to 
access information which can provide management with 
the ability to make fast and effective decisions. 
This paper discusses the viability of using microcom
puters for small business marketing research and pre
sents two examples demonstrating the practicality of 
using microcomputers in small businesses. 

Introduction 

To remain competitive, small businesses must be re
sponsive to changes in the social and economic envi
ronment and shifts in consumer demand. The small busi
ness manager, thc•refore, must be skillful in both con
ceiving and tllC'n matching his business to the needs 
and interests of the consumer. Consequently, a 
future-oriented manager will be looking for innova
tive methods of analyzing market opportunities, making 
short- and long-run decisions regarding the marketing 
mix, and keeping abreast of current operations. 

During the past half-century, large manufacturers, and 
to some extent, wholesalers and retailers, have viewed 
market research as un important business activity. As 
our economy continues to become most dynamic, small 
business managers are beginning to recognize the exis
tence of problems which can be addressed through mar
keting res<•arch. Forecasts, market potentials, market 
characteristics, sales analyses, location analyses, 
and product mixes are just a few of the areas for which 
marketing research may be of assistance to the small 
business manager. 

Currently, most small business managers develop their 
"market intP.lligence" informally due to a lack of 
"know how" and training in data collection and analy
sis techniques. (1:264) 

Purpose 

The basic hypothesis of this paper is that every small 
business has access to in n~ i n  which, if properly 
collected, maintained, analyzed and interpreted, can 
provide management with information capable of enhanc
ing the effectiveness and efficiency of market oppor
tunity decisions. If the data were stored within a 
microcomputer data base, the data could be accessed 
and analyzed rather routinely via appropriate and use
ful statistical techniques. Furthermore, this exten
sion of computer application beyond the accounting or 
bookkeeping function can serve as additional economic 
justification for the acquisition of a microcomputer 
system by small firms. 

The remainder of this paper will discuss the viability 
of using microcomputers for small business marketing 
research. Included in the forthcoming discussion are 
"real world" case examples demonstrating the practi-
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cality of using microcomputers in small business. 

The Computer and Small Business 

It is only within the past few years that the small 
business could even consider the question of acquiring 
a computer system. Impressive developments in micro
computer technology have brought about a major revolu
tion in small, powerful, and affordable computers. The 
cost of mini- and micro-circuiting has decreased from 
roughly $16 per integrated circuit chip in 1964 to 15 
cents per chip in 1978 and is predicted to drop to one 
cent per chip by 1985. During roughly this same time 
period, the maximum number of binary digits per large 
scale memory chip has increased over 500 times. (3:65) 

Microcomputers are available which have more memory 
and computing capacity than the first large electronic 
computer (ENIAC), are twenty times faster, a thousand 
times more reliable, occupy l/30,000th of the volume, 
consume the power of a light bulb rather than that of 
a locomotive, and cost 1/10,000 as much, or less than 
$400. (3: 66) 

It is obvious that the small computer has had a tre
mendous effect on the field of computing and offers 
the potential for significant impact on the small busi
nessman. With a modest capital outlay, the small busi
nessman can have comparable computing power and capa
bilities before only available on large-scale systems. 

One of the major areas to consider in the acquisition 
of a computer is the type of applications which can be 
implemented via the computer.. Unfortunately, many 
businessmen inexperienced in the use of computers only 
think of it being used for bookkeeping and accounting 
functions. There are, of course, many other applica
tions to which computers may be applied for the pur
pose of aiding management in making decisions. The 
small computer which handles accounting functions, in
ventory control, and order entry/invoicing can be used 
for sales analysis and sales forecasts, provide infor
mation regarding product mix decisions, and/or act as 
an on-line data base of producer/company/customer· in
formation, to name a few "other" applications. 

The computer has the capability of becoming what 
Kotler has described as the "marketing nerve center" 
for the firm. It can provide instantaneous informa
tion and develop analytical and decision aids for 
management, using data from orders, sales, inventory 
levels, receivables, payables, and so on. The computer 
system can also store, search, and process information 
about the firm's environment developed from sales rep
resentatives, call books, specialized marketing re
search services, or other intelligence sources. To
gether, this internal data regarding "results" and 
external data concerning "happenings" can become the 
organization's marketing intelligence system. (2:606) 

The Research Problem 

Managers of small firms are often aware that market 
research can be expensive. They have likely been 



exposed to consultants' fees which, to them, appear to 
be exorbitant. However, these managers are often un
aware of the possibilities for profit inherent in the 
use of market research information. In some cases, it 
is possible that managers simply do not recognize the 
existence of problems which justify the use of market 
research on the computer. In other cases, the small 
business manager may be future-oriented and dynam
ically innovative. In both cases, they are likely to 
be searching for ways to improve decisions and over
come their lack of "know how." 

One solution to their problems is the establishment of 
a formalized means of acquiring information to assist 
in making market decisions. This is essentially having 
the capability of generating needed information at the 
right time. Special attention is given here to the 
concept of a microcomputer-based and assisted market 
information system which is assigned the task of gen
erating effective data for decisions. Additionally, it 
is felt that such a procedure will enhance the utili
zation and, therefore, cost justification of the com
puter for small business. 

The Research Process 

Since every problem in business exists within the con
text of the characteristics of the company and the 
market, related factors individually and collectively 
affect the outcome of decisions. Managers, therefore, 
need to identify and receive information concerning 
these relevant factors. 

All businesses generate data in the form of bits and 
pieces which often overwhelm decision makers. It is 
necessary, therefore, to address this problem with 
regard to the pervasive and even subtle interrelation
ship of the parts to the whole. In other words, mana
gers or decision makers must address appropriate 
questions and understand that all businesses have cer
tain key variables and relationships which are impor
tant to the success of the organization. 

Appropriate research questions can be developed which 
are exploratory and/or descriptive. For example, cy
clical and seasonal trends can be classified and sum
marized to generate additional information regarding 
inventory allocation and control. Some small firms 
currently use "intelligent" cash registers which re
cord sales frequency by item for inventory and labor 
allocation purposes. Casual designs, which deal with 
problems such as price sensitivity, advertising effort, 
and demographic associations, are also possible. 

A secondary source for, and means to, acquiring market 
information is sales, cost, and inventory data compiled 
in the normal accounting cycle. This data is particu
larly appropriate to assessing the firm's competitive 
position and evaluating past strategy. It is readily 
available and inexpensive when stored within a comput
er based system, and can serve as a foundation for 
planning future decisions. When maintained in appro
priate form, internal data can be used to analyze a 
firm's sales performance by customer, channel, product, 
etc., and determine the profitability of these segments. 
(3:26) 

External primary and secondary data records also can be 
recorded on computer-based systems for quick access. 
Several standardized marketing information sources and 
index data are available for different industries. 
These data sometimes can be expensive and may not suit 
the problem perfectly. It us unlikely that the average 
small business will collect and store other primary 
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data except on a very limited basis. 

Beyond the advantages of data storage and availability, 
the computer offers considerable support in data analy
sis. Editing, coding, and tabulation procedures are 
easily accomplished by the computer and many specific 
statistical techniques which help obtain meaning from 
collected data can be employed. 

Case Examples 

The following studies are summarized--not as examples 
of "ideal" or absolute models of small busineu comput
er-based systems, but simply as examples with which the 
authors have some familiarity. 

Case I: Handy Hardware 

A retail hardware store located in·a small town in 
central Texas was owned and manaaed by a young man who 
inherited the business from his father. The new owner, 
although an Industrial Arts major in colleae, had taken 
enough business courses to understand how a microcom
puter might aid him in inventory control and purchas
ing. 

He purchased a microcomputer and printer for approxi
mately $2,000 and learned to program in BASIC. With 
some programming ability, he be&an to develop a compu
ter-based inventory system using cassette tapes for 
stora&e. Realizing the limitations of this system, 
but also its potential, he invested another $1,500 in 
disk capability. Approximately one year later, work
ing evenings, and with the aid of minimal consulting 
help, the owner had developed a system which was up
dated daily (weekly for some articles) that maintained 
approximately 2,000 different items in inventory. The 
items were keyed to manufacturers' codes and were, 
therefore, consistent with microfiche "look-up" used 
for special items not stocked in inventory. Items 
were also stored with supplier codes and appropriate 
lead times for ordering. 

At first, the owner checked usage by visually scanning 
inventory data. Later, however, he created a sales 
summary divided into categories by item classification 
and profit percentage. He discovered, for example, 
that of the eight handsaws he stocked, only three were 
being purchased regularly. He now stocks those three 
and has cost and purchasing information readily avail
able for special orders on the others on microfiche. 
He has discontinued approximately 20-25% of the items 
he stocked two years ago. These items are being re
placed by "what the customer asks for" and ''hot items" 
recommended by suppliers directly or at product shows. 
The staff has doubled (from three on duty to six), 
profits are up, and the classic hardware line has ex
panded into housewares, do-it-yourself, and even lim
ited lumber and building products. Through the use of 
better and more timely sales, coat, and market infor
mation, Handy Hardware serves the needs of more ~ 

ers more effectively and efficiently than ever before. 

Case II: Bonus Builders 

Bonus Builders, located in Little Rock, Arkansas, has 
seen the advantages of a microcomputer system in home 
construction, cost estimation, and bookkeeping. The 
computer is a tremendous aid in foundation and struc
tural material need and cost estimating. It can also 
compute wall and truss specifications which are pre
fabricated and transported to the building site (as 
opposed to the typical on-site measurement and con
struction) which has cut labor costs dramatically. 



Perhaps the most interesting use for the computer which 
Bonus Builders is developing at the moment deals with 
consumer information. n ~  information, in this 
case, takes two forms. The first includes information 
for buyers of custom and presold houses. Available 
options and cost data will be maintained for fixtures, 
appliances, etc., selected by individual buyers. 
Buyers can be provided with a list of dollar allowances 
by category, suppliers' addresses, and room dimensions 
or requirements (for wallpaper, flooring, etc.). As 
choices are made, these can be entered on each buyer's 
file for construction and installation purposes. Al
lowances are also adjusted to show remaining amounts. 

A second area Bonus Builders intends to pursue includes 
information about consumer tastes and preferences in 
home design, features, and construction. This infor
mation is available from national and local organiza
tions. As well, previous customers' records provide 
specific information concerning local market tastes, 
preferences, and availabilities. This information can 
help the builder design, build, and decorate specula
tive houses which custom(•rs will prefer and will buy. 

The net ~  of i ~ system should provide the home 
buyer with a house designed to suit his/her taste at a 
reasonable cost savings due to more efficient methods 
and fl'W<'r PrrorH, again brought about by better and 
more ti.mPly sul"s cost, and market information. 

Limitations 

Although the two "real world" case examples present an 
attractive validation of our point of view, there is a 
major limitation to computer-based research for small 
business--software development. 

The BASIC language is available on virtually all micro
processor systems. FORTRAN has also been implemented 
on some small computers, and there seems to be a grow
ing trend to make COBOL and RPG available on some lar
ger microcomputer systems. The problem, however, is 
not with language used. The software development 
problem relates to -the programs or specific instruc
tions required to retrieve and analyze data when stan
dard "packaged" or "canned programs" are unavailable or 
inappropriate. 

It is unrealistic to rely on computer vendors for soft
ware support beyond "canned" programs they sell. The 
vendors, especially microcomputer vendors, are in the 
business of selling computer hardware. If the small 
business does not have qualified programming support, 
a reputable consultant should be considered. Relia
bility und n~in enan e a ai a i i  are also factors 
to be considered when the firm selects computer hard
ware. 

These limitations need to be considered, but, in our 
opinion, do not offset the advantages in a micro-based 
support system, due to the profit possibilities inher
ent in the use of marketing research information. 

Summary and Recommendations 

The small business manager, who is looking for innova
tive methods to analyze market opportunities, make 
short- and long-run decisions regarding marketing mix, 
and keep abreast of current operations, may wish to 
consider the market research potential of a microcom
puter system. 

Technological development has brought about a major 
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revolution in small, powerful, and affordable computer 
systems. Such a system will allow small firms to de
velop their "market intelligence" formally through 
appropriate data collection and analysis techniques, 
as can be seen from the above cases. 

Once established, the system can use sales records, 
cost data, credit information, demographics, market 
information, etc., to aid management in assessing the 
firm's competitive position, evaluate past strategy, 
and make future planning decisions. Support is pro
vided through data storage and analysis capability. 

Software development poses the greatest limitation to 
the use of computer-assisted market research for small 
business. This limitation, however, does not terminate 
the consideration of a microcomputer-based suppport 
system due to the market opportunity and profit possi
bilities inherent in the use of market research infor
mation. 

We recommend that small business managers contemplating 
the acquisition of a microcomputer system consider the 
market information and application described herein. 
We feel that such an application will not only aid in 
the justification of the computer system, but, ulti
mately, can result in better and more timely business 
decisions. 
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A LONGITUDINAL STUDY OF THE STABILITY 
OF PSYCHOGRAPHIC DIMENSIONS 

Mary Carolyn Harrison, Louisiana State University 
Jo Anne Stilley Hopper, Louisiana State University 

Abstract 

The purpose of the study was to provide a longitudinal 
analysis of the reliability of psychographic items. 
The results suggest that respondents' answers may 
vary over a period of time. The most stable dimen
sions appear to be related to the individual's self 
concept. 

lntroduct:Jon 

Througllout the continuing e ~ en  of psychographic 
items, new applications have been made in the con
sumer behavior disdpline. The earliest psychographic 
research techniques were c.rude measures of new product 
proneness. Later efforts were aimed· at identifying, 
measuring, and describlng market segments (Demby, 
1974). Perhaps the most abundant use of psychographies. 
is in media research. By viewing media as products, 
lifestyie analysis hns been used in developing, seg
menting, posi t.ion:l.ng, and promoting television pro
grams, newspaperA, and magazines in a manner that is 
simi tar to the tne>rchan<l-l sIng of pro duets, servi ceA, 
and br11ndR (Wells, 1'174). Psychographies have also 
been used to describe the users of products. This 
enables advertisers to develop a more effective pro
motional strategy which benefits the seriousness, 
authoritativeness, and timeliness of the advertising 
copy (Plummer, 1974). 

Although psychographies have been used in many ways to 
aid practitioners in describing and identifying con
Aumers, several critic isms have been mad.e of the reli
ability of psychographies. The reliability of homemade 
scales ranges from .3 to above .8, while multi-item 
scales range from .65 to .89. Standardized psycho
graphic scales have the highest reliability with a 
range of .70 to .90 (Goldberg, ]976). 

Previous studies have applied reliability analysis at 
the aggregate and individual levels. In general the 
group responses are higher than individual responses. 
The aggregate responses appear to be more useful to 
marketing practitioners since marketing strategies 
usually are designed for identifying differences, such 
as market segmentR. Other researchers have focused on 
the individual reI :l.a·blli ty level, and are concerned 
with the presence of stochasti.c responses. The rel:l
ability of the items beiJ<g measured may also be af
fected by "real changes" in the individual occuring 
between tests. 

In light of the questions ~ i e  about the reliability 
of psychographies, a longitudinal study was undertaken 
by Burns and Harrison (1979) that sought to measure 
the stability of the 36 psychographies items obtained 
from a 1 ist of items composed by Wells and Tigert 
(1971). The items were tested over a two phase period 
to determine those characteristics that were stable 
and enduring, as well as characteristics that were 
less stable and subject to external influence. The 
study also investigated the aggregate and individual 
level reliability of psychographic item responses on 
the more Atable and lasting psychographic dimensions. 
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The results of the study indicated that the aggregate 
analysis of the mean responses exhibited very little 
differentiation across all psychographic items; the 
largest difference was .38. The correlation coeffi
cient of the two mean vectors was .97, revealing a 
very high reliability on the aggregate basis of the 
36 items. On an item by item basis, the correlation 
values were much lower, ranging from .23 to .80; the 
median value was approxip1ately .. 58. Perfectly con
sistent responses ranged from 31.0 to 61.9 percent, 
with a median of 44 percent. In all cases, the major
ity of the respondents varied by only one response 
category or less. In determining individual differ
ences, a subject-by-subject analysis revealed that 61 
percent of the respondents exhibited correlations of 
.70 or greater. This result suggested that the res
pondents gave similar, although not identical res
ponses. 

Factor analysis was applied to the 36 items. One set 
of eighteen items was found to be unstable charactert
stics with questionable construct val:l.dity, A second 
set of six psychographic items appeared to be stable, 
but showed real changes in the respondents over the 
one year time interval. The third set of remaining 
psychographic items were identified as stable psycho
graphic dimensions which were more enduring personal
ity or value-oriented characteristics. Although 
twelve stable psychographic items had the reliability 
of .67 or greater, the items had low internal consist
ency. The items ranged from .42 to .48 for 1977 and 
.44 to .49 for 1978. 

Purpose of the Study 

The purpose of this study was to provide a n i i~ 

nal analysis of the reliability of psychograpM.c items. 
To the extent possible, the data analysis included a 
repl:lc.ation of the reliability tests of the 1976/1977 
data reported by Burns and Harrison (1979). Based on 
these considerations, the objectiVE\S of the study 
were: 
1. To assess the stability of the psychographic di

mensions over a three phase study. 
2. To distinguish between the standard psychographic 

items which are more lasting or enduring and those 
that are more temporary or unstable. 

3. To investigate the aggregate and individual reli
ability of psychographic responses of the more 
stable or lasting psychographic items determined 
in the previous study. 

Method and Sample 

Data for the study were collected from female heads of 
households through the use of self-administered ques
tionnaires. The study was conducted in three phases, 
approximately one year apart. The first phase was 
completed in October, 1976, and the third in October, 
1978. In each phase the identical e i n ~~~e a~ 
used. The survey was conducted in a geographically 
well-defined subdivision of Baton Rouge, Louisiana. 
Thirty-six women ~ i i a e  in all three phases of 
the study. Due to the high mobility of the subdivi
sion residents, the researchers were unable to include 
all of the 64 women that had participated in the two 



previous phasPs. The questionnaire contained 36 psy
chographic. ltems Hhown 1 n Figure 1, dC'mographi<: data, 
and quest ions con<'ernlng the reHpoudPul H' store patron
age ancl communl.eation helwvinr. The respondents were 
nHked to ratt• themHL'lveH on each psyehographir· item on 
a s:!x point agret-ment-disagreement scale. 

f'TGURE T 
THE 16 PSYCHOGRAPHIC ITEMS USED IN THE STUDY 

Item Psychographic 
~ ~  ______________________ a ~~e ~ _________ ---------------

1. 1 often watch the newspaper advertisements for an
nowlcements of department store sales. 

2. I like to watch or listen to baseball or football 
game,;. 

3. I often try new stores before my friPnds and neigh
bors. 

4. T I ikt• to work on community projects. 
5. My •·h-I ldn•n "r" the most important thing in my 

1! fl·. 
6. l will probably have more money to ,;pend next year 

~n I lwvP now. 
7. 1 oflpn 'wek nut tlw ndvice of my friends regarding 

whld1 Htorc• to huy from. 
R. 1 thlnk I hilve more sel f-confiden.:e than most 

pPop ll•. 
'l. 1 <•njoy going to symphony concerts. 
10. It !>1 ~n  to have· <'hnrgt> n ~  

II. r. l'nJoy ~  ldpntlng In sportA Jtke go! for tennjH. 
12. [ mu,;t ndmit that I really don't like house clean

ing. 
13. I usually have one or more outfits that are of the 

very latest stvle. 
14. No matter how fast our income goes up, we never 

seem to get ahead. 
15. I usually read the sports page in the daily paper. 
16. I'd like- to spend a year in a foreign .city. 
17. 1 am uncomfortable when my house is not completely 

clean. 
18. A person can save a lot of money by shopping around 

for bargains. 
19. I am more independent than most people. 
20. I try to arrange my home furnishings for my child

ren's convenience. 
21. When I hear about a new store, I often visit it 

_just to ,;ee what it's like. 
22. l enjoy going through an art gallery. 
21. My ien ~ or ne:l.ghborH often ask my opinions about 

storeH. 
24. would ·1 ike· to take a trip around the world. 
25. l like to pay cnsh for everything T buy. 
26. I participatE' in sports activ:l.ties regularly. 
27. When 1 must choose between the two, 1 usually dress 

for comfort, not style. 
28. Our days follow a definite routine, such as eating 

menls at a r,,gulnr time, etc. 
29. I sometimes influence which stores my friends buy 

from. 
30. I enjoy vacuuming and dusting the house. 
31.. I would Hither spend a quiet evening at home than 

go out to a party. 
32. I enjoy volunteer work for a hospital or service 

organization on a fairly regular basis. 
33. Our family income is high enough to satisfy nearly 

all our important desires. 
34. My ned ghhors and friends usually give me advice on 

wh:l.ch stores to use. 
35. Fi Vf' yean' from now the family income will probably 

be" lot hlglwr than it is now. 
36. r W<lllld prC'fer to see a play on TV than attend that 

play at :1 theatPr. 
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Results 

llefore analysis was begun on the 36 respondents that 
took part in all three phases, t-tests were undertaken 
to compare the women that had not taken part in the 
third phase. T-tests were performed for the 1976 and 
1977 phases to detect possible significant differences 
in the responses to the psychographic items. The t
tests revealed significant differences at the .05 level 
in only two items (item numbers 31 and 24). Thus, it 
was concluded that the 36 women that took part in the 
third phase were not a unique subsample of the study. 

Mean Responses, Deviations in Mean ~ n e  and ANOVA 
of Responses 

Preliminary aggregate inspection of the data involved 
a pretest and posttest computation of the mean response 
of each psychographic item for the years 1976, 1977, 
and l97R. The items exhibited d.ifferences ranging from 
0-.68 for the 1976/1977 period, 0-.6.5 for the 1976/1978 
period and 0-.65 for the 1977/1978 perlod. The itemH 
that exhibited the largest mean differences were .ltems 
7, 14, 16, and 31; all of these items had a mean dH
ference of .6 or greater for at least one phase com
parison. A one-way ANOVA was performed t(' detecL the 
presence of s"l.gnificant i e ~n e  in the mean res
ponse to the 36 psychographic items over the three 
phases. The resuLts of the analysis djsclosed that 
significant differene"'s in the mean response to items 
7 and 14 at the • 05 leve I of sign! ficance were present. 
Thus, at the aggregate level the respondents' responses 
to the items were fairly consistent over the three year 
period. 

Mean Vector Correlations 

The vectors of the mean responses of the three phases 
indicated a very high reliability, The test-retest 
product moment correlation coefficient was • 92 for the 
1976/1977 period, .93 for the 1976/1978 period and .94 
for the 1977/1978 period. In general, the respondents 
on an aggregate basis responded very closely to the 
same responses for each phase. 

Item by Item Subject Correlations 

The responses were also compared on an item-by-i.tem 
basis with the computation of a correlation coefficient 
of each respondent's 1976 response matched with her 
1977 and 1978 response, as well as her 1977 response 
matched with her 1.978 response. The corr·elation values 
for the 1976/1977 comparison ranged form .12 (item i/6) 
to .63 (#13), and from -.06 (#6) to a value of .53 
(#11) for the 1976/1978 comparison. For the 1977/1978 
interval, the values varied from -.01 (#7) and .59 for 
(112). A review of the item by item correlations re
veals large differences in variation in the correlation 
values of the 36 items. The presence of negative and 
very low correlation values indicated the high instabi
lity of some of the items. 

Absolute Mean Differences in Each Respondent's Responses 

In order to better understand the consistency of the 
respondent's responses on an aggregate and individual 
basis two further analyses were pe.rformed. The abso
lute value of the differenee of each respondent's 
response to the 39 items for each of the three time 
interval comparisons were summed for each of the three 
time interval comparisons, and the mean VRlue of the 
deviation for ear:h of the 36 psychographic items for 
each time interval was computed. In the majority of 
the cases the respondents varied in absolute differ
ences by at least one response category for each of the 



phase comparisons studied. The response to items #19, 
22, 23, 31, and 33 had the least variability in res
ponse. Although the mean values of the subjects' res
ponseH were greatc•r than 1.0, almost every item varied 
hy less them 1. '35. The Hmnller sample size. may have 
resulted 'Ln the a ~~ e  ehnnge ·[n the subjects' reA
ponses. In the previous study the ma.Jority of the 
respondents varied by ~  than one response category. 
An alternative explanation for the deviations may be 
that the characteristics are, in fact, very unstable 
or temporary for many of the items, as well as unreli
able. 

The subjects' responses were compared for the three 
phase period to determine the percentage of perfectly 
consistent responses, as well as the number of respon
dents that varied by only one response category. For 
the three phase period, item #1 had the highest per
fectly consistent response with 41.6 percent and items 
25 and 29 had the lowest with 5.6 percent perfectly 
consistent responses. In the 1976/1977 time interval, 
items #1 and #30 had the highest consistency (50.0%) 
and item #12 the lowest (8.3%). Similarily, in the 
1976/1978 period, item #1 ha:i a 66.6 percent perfect 
consistency and item #12 ahd a low of 11.1 percent. 
The 1977/1978 consistency in responses ranged from 52.8 
percent for item #12 to 16.7 percent for item #29. In 
regard to the time interval with the highest consis
tency of perfect responses, overall the 1977/1978 com
parison of responses had the highest consistency. 
I terns 7, 9, 10, 15, 17, 27, and 30 had slightly higher 
perfectly consistent responses in the 1976/1977 time 
interval and items 1 and 3 had a higher rate of consis
tency in the comparison of the 1976/1978 responses. 
The ma.Jority of the respondents varied by more than one 
response category in the three phase study, as well as 
in each time interval comparison. These results indi
cate that responses to psychographic items may shift 
over the three phase study on an aggregate and indivi
dual basis. When analyzed on an interval basis of two 
phasefl, the majority of the respondents answered in a 
perfectly consistent manner or within one time interval 
for the 1976/1977, 1976/1978, and 1977/1978 time per
iod. It appears that although a large number of res
pondents did not answer perfectly consistently for 
three phases, the majority did answer consistently in 
two phase comparisons. 

Sum Score Reliability 

In the previous study by Rurns and Harrison, nine fac
tors were extracted from the 36 items that had a reli
ability of .67 of better and eigenvalues greater than 
1.0 The items accounted for greater than 75 percent of 
the variance in the 1976 and 1977 responses. During 
the third phase of the study, 36 women completed the 
questionnaire. The number of respondents were too few 
to replicate the factor analyses performed by the re
searchers in the previous study. For factor analysis, 
the sample should include at least 50 observations, 
and the ratio of observations to the variables ana
lyzed should be at least two-to-one (Hair, 1979). Al
though factor analyses could not be performed, the sum 
scores of the previously determined nine psychographic 
dimensions were analyzed for test-retest reliability 
coefficients and the internal consistency of the six 
stable dimensions of .67 reliability and the four 
stable dimensions of .74 reliability determined in the 
previous study. 

Table 1 presents the reliability coefficients of the 
psychographic dimensions. The 1977/1978 coefficients 
were the highest, with four of the nine dimensions 
having a reliability coefficient of .55 or greater. 
Tn the 1976/1978 comparison, two of the dimensions 
were at the • 54 reliability level. The lowest 
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reliabilities were in the 1976/1977 analysis. Only one 
dimension, sports spectator, was reliable at the .59 
level. Overall, the reliability coefficients of the 
1977/1978 responses were higher than the 1976/1977 or 
1976/1978 responsefl. Although the patterns of res• 
ponses differ, it appears that some learning may have 
taken place between the second and third phase. The 
dimensions seem to form a continuum with items varying 
in reliability over the three phase study. The dimen
sions of sports spectator and sports participant appear 
to be the most stable characteristics; they displayed 
the least variability in coefficients during the 
phases and relatively high reliability. The dimensions 
of compulsive housekeeper and new store trier seemed to 
exhibit moderately high reliability to a higher reli
ability in the last phase of the study. The dimensions 
of credit user, financial optimist, trip taker, and 
child oriented appear to be the most unstable and un
reliable dimensions. 

TABLE 1 

STABLE PSYCHOGRAPHIC DIMENSIONS RELIABILITY 
COEFFICIENTS BY PHASES 

1976/1977 1976/1978 1977/1978 

Dimension/Factor SUIII Score BUill Score Sua Score 
llaliabilitz lleliabilitz .. u 1bilitz 

Compulsive Housekeeper 
.41 .34 .78 (items 12 and 30) 

New Store Trier 
.28 .64 (items 3 and 21) .36 

Sporte Spectator 
(iteme 2 and 15) .59 .54 .58 

Child Centered 
(iteme 5 and 20) .30 -.05 .47 

Self-confidant 
(items 8 and 19) .32 .17 .51 

Credit User 
(itmas 10 and 25) .34 -.06 .25 

Financial ~a  
.09 .11 .31 (items 6 and 35) 

Sporta Participant 
(itema 11 and 26) .38 .51 .55 

Trip Taker 
.19 .34 ,32 (items 16 and 24) 

Internal Consistency 

~ 

Internal consistency reliability was determined .t:h.roti3h 
a two-way analysis of variance. The purpose of. .. tlll'l· 
analysis was to isolate the two main sources of vari
ation ·attributed t:o the stable dimensions thtl.t are less 
indicative of real changes and the variation that may 
be attributed to the individual differences of the 
respondents. Analyses were performed for each year and 
for the two groups of psychographic dimensions that 
were tested in the previous study. Only these factors 
were chosen in order to replicate the previou11 study. 
The internal consistency for the first group (those 
dimensions that had a reliability of .74 or greater in 
the previous study) was .47 in 1976, .53 in 1977, and 
.41 for 1978. The results for the second group (those 
dimensions with reltabilities of .67 or greater) were 
.53, ·.ss, and .53 for 1976, 1977, and 1978 respective
ly. Although the reliability of the respondents' res
ponses was not high, it appears that the internal con
sistency of the six dimensions was slightly higher than 
for the four dimensions. The reliability of the six 
and four dimensions was slightly higher in the three 
phase study than in the two year study. This may be 
due to the respondents that took part in the third 
phase having a slightly higher number of consistent 
responses. A review of the three phases of the con
sistency tests indicates that the 1977 responses had 
higher internal consistency than the 1976 or 1978 res
ponses. The large amount of stochastic response that 



was Present in each year that was not reflective of 
real dl<Illge,; In the respondent,; does not all ow the re
Ht-;JrciH•r to pLH't' n ~  •·onfl<h•n<'t• In til<' ~  tt-y 
{) r l hP n·HpPtldPn I H' illlHW(' ~  0 

Subjel't-hy-Sub Ject R('t('!'<t Correlat'lons 

The nualy,;ln pnrHut>d tlw Individual dlfft•rl'lH'l'H fur
ther with " ;;ubject-by-;;ubject analysis comparing each 
subject's vector of 12 responses to her matched post
test responses for the items composing the six psycho
p,raphic dimensions defining more lasting personal 
characteristics. The distribution of the results are 
:In Tnhlt> 2. ApproximAtely 50 percent of the respon
dents exhibited e ~ n  of .60 or greater. This 
low reliability does not indicate a high similarity of 
responses to the stable dimensions by the respondents. 
The 36 items of the study were analyzed. Over 60 per
cent of the respondents exhibited a .60 or greater 
reliability for each of the three phase comparisons. 
The correlations of the 36 items were greater than the 
correlations of the 12 stable items. This result in
dicates that the previously determined stable items 
may not be as reliable as indicated in the 1976/1977 
study. 

TABLE 2 

DISTRLBU'l'LON OF TEST RETEST CORRELATION FOR EACH 
SUTI.IECT FOR 12 STABLE PSYCHOGRAPHIC DIMENSIONS 

1976/1977 Cumu- 1976/1978 Cumu- 1977/1978 Cumu-
lative Percent lative Percent lative Percent 

2i.i 22.7 8.3 8.3 19.4 19.4 
.90-1.00 

49.7 19.4 27.7 19.4 38.8 .so- .89 22.2 
00.0 38.8 .70- .79 5.6 55.3 19.4 47.1 

22.2 77.5 2.7 49.8 11.1 49.9 .60- .61 
13.8 63.6 13.8 63.7 .50- .51 11.1 88.6 

.40- .41 0.0 88.6 16.6 80.2 5.6 69.3 

.30- .31 2.7 91.3 5.6 85.8 2.7 72.0 

.20- .21 5.6 96.9 2.7 88.5 8.3 80.3 

.10- .19 2.7 100.0 5.6 94.1 8.3 88.6 

.00- .09 o.o 100.0 5.6 100.0 11.1 100.0 

Discussion 

Tile n•s.tl ts of the study indicate that the reliability 
of psychographic items may be very low, and somewhat 
un>:tahle. The six stable dimensions previously deter
mined i11 the• 197n/1977 study did not reflect a large 
nnounl of ;;imilnrity in the thi.rd phase of the study. 
The dimensions varied great 1 y over the three phases. 
The i~ i i ~  greater reli.ahiJ ity Qf the third 
pl1ase comparison. of 1917/1978 indicated c"at learning 
mny ~ e taken plnce. The higher internal consistency 
or tlw llt>ms ;Jiso suggest tlw presence or possibility 
of learning. The low test-retest reliability of the 
1? stnhle Item cnrrelntlnns wen• n.lso weak, and the 
<lhHolutP menn dt>viat Ions '"ere larg<'. These two re
sults lndlc:ltt' 1 hat tlH• ·It-em;; were not as st;Jhle as 
e i~  I y deternd ned. 

In conclusion, the results of this study suggest that 
rps;,ondents' answers to psychographic items may vary 
over a period of years. The specific dimensions that 
appeared to be the most unstable were: credit user, 
financial optimist, trip taker, and child orientation. 
Perhaps socio-economic changes, career changes or 
,,ther external factors caused these shifts. Interest
im•ly, the dimensions which appear to be linked with 
the individual's self concept were the most stable. 
~ e ci i.mensionR inc 1 uded sports participant, sports 

spectator, compulsive housekeeper and newstore trier. 
Additional reseArch is needed to determine the factors 
that influence the stability of psychographic dimen
sions. 
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THE QUALITY PERCEPTIONS OF U.S. AND FOREIGN CARS IN THE U.S. AND JAPAN 

Leslie Tuttle-P.oll!ngsworth, u.s. Dept. of Transportation, Transportation Systems Center 

Abstract 

The objective of this research is to review the cross
cultural studies of the quality perceptions of American 
versus foreign products, over time, to explain the 
growth of foreign car sales at the expense of domestic 
car sales in the U.S. Three recent studies (Rogers 
National Research, Inc., 1979; Miaoulis, et al., 1980; 
and Powers, 1980) were reviewed in which American con
sumers compared the characteristics of U.S., Japanese, 
and ~ an made cars. The general findings were that 
Japanese and German cars were viewed as more reliable 
and better overall than American made cars; foreign 
cars were in better condition at delivery from dealers; 
and new foreign car owners reported fewer mechanical 
problems. 

Two studies (Lillis, et al., 1974; Cattin and Jolibert, 
1979) examined the change in perception of U.S, consum
ers toward American, Japanese, and German products, in 
general, over time. Americans initially viewed U.S. 
goods as being of better quality than Japanese goods. 
As time progressed, Americans viewed the quality of 
Japanese goods as being better than American goods. 

A study of the change in the perceptions of Japanese 
businessmen toward &nerican, Japanese and Cerman made 
products over time was reviewed (Nagashima, 1977). The 
Japanese perceptions of the country which produces the 
automobile of greatest value changed, with their opinion 
of U.S. autos declining drastically and those of Germany 
and Japan improving. In conclusion, it appears that the 
reliability-workmanship factor is a dominant factor in
fluencing the purchase decision in the world market. 

1. Objective and Background 

The purpose of this study is to review the consumer re
search literature on the cross-cultural quality percep
tions of American versus foreign products, over time, 
to gain insight into the explanations for the growth of 
imported car sales in the U.S. Recently, the growth of 
import car sales, a record 2.3 million cars in 1979 
(Bennett, 1980) and the $31 billion deficit balance-of
payments in 1977 alone (Sternitzke, 1979), has resulted 
in a need to determine the effect that the perceived 
and/or real quality of American products vis-a-vis for
eign competition has had on the U.S. balance of trade 
and the domestic auto problem. 

Two explanations have been offered regarding the de
cline of both domestic auto and U.S. export sales. One 
explanation is that American businesses have failed to 
remain competitive with their foreign counterparts. 
Accordingly, shifts toward foreign products have re
sulted because the relative quality, delivery time, 
price, and overall confidence of foreign products have 
become more favorable than those of their American 
counterpart. In the case of automobiles, for example, 
the rise of import sales would be due to the relative 
increase in the quality of imported autos compared to 
that of the domestics. 

The other explanation is that American products have 
concentrated in either "stagnant or declining product 
lines" (Sternitzke, 1979:25). According to this struc
tural view, the foreign competitors would be more in 
tune with the market requirements of consumers than 
their American counterparts. In the case of autos, for 
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example, the American demand for fuel efficient small 
cars would be filled by imports if the domestic manu
facturers did not satisfy the demand. 

The balance-of;trade deficits that the U.S. has been 
experiencing lately appear to be due to the lack of 
competitiveness of American products with foreign prod
ucts, rather than to the structural insufficiencies of 
American businesses (Sternitzke, 1979). The particular 
problem with the domestic auto market is not as easy to 
categorize. Both the structural and competitive ex
planations appear applicable to the domestic auto prob
lem. Honomichl. (1980:44), after interviewing a number 
of auto executives who had held key positions in the 
U.S. auto industry during the 1950s, 1960s and 1970s, 
wrote that Detroit's top management viewed "the small 
car market ••• as a fringe market, not the core of con
sumer demand." American small cars were also viewed as 
inferior (Honomichl, 1980:44): 

"American made cars didn't compare well with 
imports in terms of quality construction and, 
in some instances, styling. Detroit was 
selling 'small' per se while imports were 
selling economy of operation, low maintenance, 
and dependability. " 

While recognizing the importance of the structural ar
gument in the decline of u.s. domestic auto sales, the 
concentration of this paper is on the quality argument. 
Three recent studies comparing American and foreign 
reliability and workmanship characteristics, therefore, 
are examined and reviewed in the second section. 

A number of consumer studies comparing the perceptions 
that Americans have had toward the products produced in 
the u.s. with those produced in the major competitive 
countries (Japan and West Germany) have appeared from 
time to time, measuring the images of products along a 
number of dimensions. The research instruments and 
the sampling techniques employed in many of these 
studies make timed comparisons difficult, but two 
studies were found in which the change in the percep
tions of U.S., Japanese, and German goods, in general, 
by Americans can be measured over time. Specific anal
ysis of the opinions toward autos was not covered in 
these studies, but since autos are a major purchase 
item for Americans, these general studies should in
directly measure the perceptions toward autos. The 
results of the perceptual change of Americans toward 
various countries' products over time is covered in the 
third section. Since change in the perception of U.S. 
autos by the foreign market is related to the U.S. 
balance of trade and consequently to the U.S. economy, 
research on the perceptual change by the foreign con
sumer toward American products is reviewed in the 
fourth section, 

2. Studies of Americans' Perceptions of u.s. 
Versus Imported Autoa 

The quality and reliability images of U.S. autos com
pared to imported autos have become important recently 
in explaining the growing share of import auto sales in 
the U.S. The more recent studies of consumers indi
cate that cars from West Germany and Japan are viewed 
as more reliable and better overall than American made 



cars (Miaoulis, et al., 1980). They are viewed as be
ing in hctt('r condition at delivery from dealers 
(Ragen> National Research, Inc., 1979), and import new 
car owners report fewer mechanical problems than domes
tic new car owners (Powers, 1980). In the Miaoulis, et 
al., (1980) study, a screened population of 766 persons 
from a randomly selected, cross-sectional sample of 
1,000 household:; in the Dayton, Ohio, SMSA were asked 
their perceptions of U.S. versus imported subcompact 
automobiles in January 1980. Both the subset that had 
purcha:;ed a subcompact in the past two years (N=208) 
and those that had not (N=558) indicated that the "most 
reliable" and the "best overall" subcompacts came from 
outside the U.S. (see Tables 1 and 2). Only one-fifth 
of those polled indicated that the U.S. produced the 
best subcompact. 

TABLE 1 

MOST RELIABLE SUBCOMPACT AUTOMOBILE BY COUNTRY 

Total Purchased Past 2 Years 
Country Sample Yes No 

% % % 

West Germany 36.0 33.9 37.0 

Japan 33.0 36.0 31.6 

United States 21.5 23.8 20.5 

Sweden 5.2 3.7 5.8 

England 1.6 1.1 1.9 

France 0.8 0.5 0.9 

Italy 0.8 0.5 0.9 

All other 1.1 0.5 1.4 

Sample Size 766 208 558 

SOURCE: Miaoulis (1980). 

TABLE 2 

BEST OVERALL SUBCOMPACT AUTOMOBILE BY COUNTRY 

Total Purchased Past 2 Years 
Country Sample Yes No 

% % % 

West Germany 35.2 34.6 35.5 

Japan 34.9 40.4 32.5 

United States 20.3 17.0 21.7 

Sweden 5.0 4.8 3.7 

England 1.6 1.6 1.6 

Italy 1.3 1.1 1.4 

France 0.6 0.5 0.7 

All other 1.1 - 2.9 

Sample Size 766 208 558 

SOURCE: Miaoulis (1980). 
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To determine the factors that were related to their 
purchase decision, the most recent purchasers of sub
compacts were asked to rank the seven countries from 
best (1) to worst (7) on each of thirty (30) character
istics defined as elements of the purchase decision. 
Multidimensional scaling analyses were presented only 
for subcompacts from the U.S., Japan, and West Germany. 
Generally, U.S. subcompacts received high rankings on 
availability of parts and options and low cost of re
pair and maintenance, but low rankings on value, work
manship, and gasoline mileage (see Table 3). Subcom
pacts from Japan and West Germany, in general, received 
high rankings where the U.S. received low rankings and 
vice versa (See Table 3). 

TABLE 3 

THE HIGHEST AND LOWEST RANKINGS OF SUBCOMPACTS BY 
COUNTRY OF MANUFACTURING 

(Multidimensional Scaling Results) 

Country Highest Lowest 

u.s. Availability of parts and beat gasoline mileage 
options maintenance, reaale value 

front eeat comfort least expectance of first 
overall interior roomina11 year rapairo 
overall craoh protection lean 11ka11hood of recall 
quality of optional quality of workmanohip 

equipment qudity of angina 
quality of ventilation 

oyotem 
low cost of maintenance 

and ~ai  

Japan best gasoline mileage availability of parts and 
best value for the money options 
least likelihood of recall e~a  crash protection 
maintaining resale value quality of optional 
quality of workmanship equipment 
quality of engine overall interior roominess 
engineering excellence low cost of maintenance and 

repair 

w. Germany quality of workmanship availability of parts and 
quality of engine options 
overall mechanical quality of optional 

quality equipment 
least likelihood of recall quality of ventilation 
maintaining resale value system 
best gasoline mileage overall interior quietness 

overall exterior styling 

SOURCE: Miaoulia (1980). 

Miaoulis, et al. (1980:10) concluded from their re
search that "product reliability and quality are among 
the powerful determinants in the consumer's purchase 
decision process" toward subcompacts in this country. 
Furthermore, they state that the survival of this 
country's automotive industry is dependent on under
standing the role of consumers' perception toward auto
mobile quality/reliability and responding to those 
perceptions. 

Broader support of the quality argument is provided by 
examining the Rogers National Research, Inc. (1979) 
study of approximately 36,000 buyers of new 1979 model 
year cars. Owners of subcompacts through luxury models 
(domestic and import) were asked to rate their new cars 
along a five-point scale from poor (1) to excellent (5) 
according to a number of factors. The average rating 
of domestic and import owners for the various size 
classes of autos is li.sted in Table 4. 

The owners of imports in each size class rated their 
cars higher than domestic owners in "overall opinion of 
their new car." "value for the money," "condition of 
car when delivered," "quality of dealer service," and 
"reliable trouble-free operation." Thus, the same 
quality/reliability factors that were identified as 



TABLE 4 

AVERAGE RATING* OF NEW 1979 MODEL YEAR CARS ALONG 
A NUMBER OF AUTO-RELATED FACTORS 

Owlrall Condition of Quality llo11ab1o 
Opblan Value Car Whan of Trouble Oworoll 

llau of- Cor of for Delivered Dealer -fraa Interior 
Purcllaood -Cor Monoy To You Service Operation aoominea• 

Subcc.pact 

Dora.cic 3.62 3.65 3.52 3.19 3.56 3.36 

Coptive Iaporto 4.06 3.93 3.82 3.25 3.92 3.55 

lolporto 4.26 4.14 4.22 3.58 4.21 3.61 

-11 Bpocldty 

nc.anic 3.68 3.40 3.41 3.14 3.64 3.23 

Captive 111Potu 4.07 3. 78 3.76 3.16 4.21 3.57 

I8poru 4.28 4.03 4.15 3.52 4.26 3.54 

C-atact 

Low Prlco (doo) 3.51 3.24 3.35 3.19 3.47 3. 74 

Mlldi\11 Price (dom) 3.51 3.21 3.33 3.16 3.44 3.58 

lllportl 4.17 3.90 4.07 3.49 4.19 3.81 

M1d-81ao 

Dauetic 3.62 3.29 3.50 3.30 3.68 3.76 

t.poru 4.33 4.26 4.27 3.58 4.32 4.34 

Spoc1a1ty (doo) 3. 77 3.43 3.62 3.34 3.82 3. 77 

Stondord 

Low Prlco (d .. ) 3.75 3.38 3.56 3.44 3.86 4.15 

Mild, Price (doo) 3.87 3.43 3.67 3.57 3.91 4.13 

Luxury 

Doaeetic 4.06 3.59 3.81 3.60 4.06 4.19 

l1ipOttl 4.54 4.20 4.48 3.87 4.50 4.10 

IOUICI1 ln .. ro (1979). 

0 IAT!MOII ,..,. Poor (1) to 1!xcol1011t (5). 

affecting the purchase decisions of subcompact owners 
in the Miaoulis, et al. (1980) study were identified as 
differentiating domestics from imports across all size 
classes in the Rogers National Research, Inc. (1979) 
study. The quality factor, undoubtedly, contributed to 
the percentage of 1979 model year owners in the Rogers 
study who indicated that they would buy the same make 
and series of car again. A higher percentage of import 
owners compared to domestic owners in all size classes 
indicated that they would purchase the same make and 
series again (see Table 5). 

The current comparative impressions that consumers have 
toward U.S. and foreign made cars have not existed 
long. A few decades ago, the penetration of import auto 
sales was miniscule. Although "quality" now appears to 
be the factor separating U.S. and foreign made cars, in 
the past, this difference may not have been present. 
The examination of the "quality" dimension of American 
versus foreign autos to Americans, over time, should 
allow us to determine if the impressions of "quality" 
alone have changed, or if quality has changed with 
other factors. This examination is covered in the next 
section. 

3. Studies of the Change in Perceptions of American, 
Japanese and German Products by Americans Over Time 

The quality perceptions of domestic versus import cars 
were found to affect the purchase decision of auto 
owners (see previous section). Constmer research on the 
effect of price (Jacoby, et al., 1971) and other cues 
(like brand names, physical characteristics of the prod
uct, snob appeal, etc.) (Gardner, 1971; Shapiro, 1973) 
on quality indicate that the impressions of quality 
vary according to the presence of other marketing varia
bles. A detailed examination, therefore, of the multi
ple cues related to a product would allow researchers to 
identify and understand the cues that are related to a 
product's quality perceptions. Since the perceptions 
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TABLE 5 

PERCENT OF NEW 1979 MODEL YEAR CAR OWNERS WHO 
INDICATED THEY WOULD BUY SAME MADE AND SERIES AGAIN 

Make of New Car Purchaeed Z IndiceUIII ''Yea" 

SubcCIIIIPact 

DCIIIII!Itic 76.6 

Captive Imports 83.9 

lllporu 91.0 

Small Spec18lty 79.9 

D011111at1c 77.6 

Captive Import• 85.6 

lllporu 92.5 

Compact 

Low Price (doa) 72.2 

lfediiiD Price (dCIIII) 67.4 

Import a '1.4 

Mid-Size 

DOMatic 75.3 

Imports 94.5 

Spec181ty (dOll) 78.2 

Standard 

Low Price (dam) 80.1 

Madi1111 Price (dOll) 83.3 

Luxury 

DOll .. tiC 86.6 

Import• 94.6 

SOURCE: Ropra (1979). 

of American consumers towards autos explicitly over 
time have not been researched. an examination of U.S. 
perceptions toward autos cannot be conducted. But, 
there have been studies of Americans' perceptions of 
American products over time which should give an in
sight into the impression of cars indirectly since they 
are a major purchase item for most households in the 
u.s. 

Nagashima (1970), in a study of attitudes toward foreign 
products. identified five dimensions incorporating 
!twenty bipolar variables by which products are judged. 
The concern in the Nagashima (1970) study was in the 
reputation and stereotype that consumers attached to 
products of a specific country •. Price and value, 
service and engineering, advertising and reputation, 
design and style, and consumers' profile were the five 
areas in which consumers were asked to judge products on 
a seven point semantic differential scale from various 
countries. Lillis, Narayana. and Hallaq (1974) and 
Cattin and Jolibert (1979) conducted similar studies 
using the approach outlined by Nagashima that allows for 
the examination of product perceptual change over time. 
Since the Lillis, et al. sataple was composed of U.S. 
consumers in the northwest in 1973, and the Cattin and 
Jolibert sample was composed of U.S. retailers in the 
midwest, a direct measurement of the average semantic 
differential scores along the five dimensions from time 
one to time two was not possible. It was assumed that 
no regional differences in perceptions toward countries 
existed between the two studies. and it was assumed that 
consumers and retailers would evaluate countries 



Hlrniim·ly. 'I'h<' n•lnt fv,• clu\11H<' of Lh<' rt•Hpondt•nts Lo
ward .Japnne,;c and Ct'rman productH, using the percep
tions toward American-made products as the base, con
stituted the dnta bas<' for th<> tlme comparisons. 

Table 6 conta!.ns the data on the relative changes in the 
nverap;e Hemuntl<· dlfft·rl'ntlnl Hc:orNJ townrd Jnpnn<'HC' 
and German prod uc l B for the twenty bipolar variables 
between 1973 and 1978. The greatest favorable relative 
change toward Japanese products by Americans indicates 
an increased perception of reliability, meticulous 
workmanship, technical advancement, production for 
world-wide distribution, and pride of ownership. 
American made goods in 1973 were viewed as more relia
ble, as having better workmanship, as being more tech
nically advanced and as having a more world-wide dis
tribution than Japanese made products. By 1978, the 
perception of .Japanese products had surpassed that of 
Americans' in reliability, workmanship, technical ad
vancement, and world-wide distribution. 

TABLE 6 

RELATIVE SEMANTIC DIFFERENTIAL SCORES OF JAPANESE AND 
GERMAN COMPARED TO SCORE OF U.S. PRODUCTS BY U.S. 

CONSUMERS IN 1973 AND 1978 

Relative Semantic Differential Scoraa 
Ja an U.S. German U.S. 

1973 1978 ~  107' 1078 ,:n .. 
Price and Value 

inexpena:l:va/expen&t ve .53 .65 22.6 1.14 1.06 -7.0 

raaaonably pricad/unreu. priced .67 .66 -.5 1.09 1.12 2.8 

reliabh/unroliable 1.46 • 97 -33.6 .85 .67 -21.2 

luxury/nac.f"saary 1.10 1.36 23.6 1.01 1.43 41.6 

axcluaiva/cOIIBIIon 1.30 1.16 -10.8 .82 • 79 -3.8 

heavy ind. proc:!.ucts/lgt. ind. prod. 1. 70 1.54 -9.4 • 78 1.00 28.2 

~~ ~ Engineerin& 

good workmanship/not ao good work 1.12 • 77 -31.3 • 79 .56 -29.1 

technically advanced/backward 1. 34 . 99 -26.1 1.44 1.06 -26.4 

man produced /hand madp 1.31 1.46 u.s 2.61 1. 70 -34.9 

world-widt' d i atribution/domes tlc 1.15 .58 -49.6 1. 75 1.06 -39.4 

invent! ve/iml tat t ve 1.44 2.20 52.8 1.17 1.05 -10.3 

Advnthin& and Reeutatlon 

pride of ownarahip/not much pride 1.62 1.17 -27.8 .90 .83 -7.8 

much adverthlng/little advertidng 1.64 1.44 -12.2 2. 93 2.04 -30.4 

ncoanizable/unrec. hrand na ~  1.65 1.64 -.6 2. 78 1.85 -50.3 

Dedi!! and Stxle 

varbty/limited varhly 1.49 2.00 34.2 2. 73 2.58 -5.5 

concerned w/out ~a an e e  1.00 1.26 26.0 1.42 1.66 16.9 

cbver uae of color/not clever uee 1.14 1.41 23.7 1.57 1.90 21.0 

~ ~~  
more for ynuna peopltt/f,or old 1.'1'5 1.11 -17.8 1.87 1.41 -24.6 

more (()r nten/mora for women . 98 . 74 -24.5 .90 .68 -24.4 

upp11n· r.lcu/lawer claee 1. 32 1.28 -3.0 • 73 1.04 42.5 

SOURCE: Computed from Lillie, et al (1974) and Cattin and JoUbert (1979) data. 

The largest negative relative change toward Japanese 
products by Americans indicates a decrease both in in
ventiveness and in variety of sizes and models compared 
to U.S. made goods. Americans viewed Japanese products 
as less inventive and as having less variety in 1973. 
Thus, there was an increase in these factors between 
1973 and 1978. 

The largest fnvorable change of Americans toward German 
products indicates an increased perception of technical 
advancement, good workmanship, world-wide distribution, 
mass production, advertising, and recognizable brand 
names. American made products in 1973 were perceived 
as more technlcally advanced, as having more world-wide 
distribution, as belng less reliable, and as having 
inferior workmanship than German made goods. By 1978, 
the perception of Amerlcan made products was viewed 
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equally regarding technical advancement, as having 
equal world-wide dJstribution, but remaining less re
liable, and demonstrating inferior workmanship than 
German made goods. The large.st negative change toward 
German made products indicates a decrease in the per
ception that they are luxury items for the upper class. 

In summary, Americans have viewed the quality of Japanese 
goods as improved over time, but they also viewed them 
as being more imitative and more limited in variety. 
The most dominant factors in the purchase decision 
appear to have been the improved value, engineering, and 
reputation of Japanese goods compared to those from the 
U.S. The sales of Japanese products have increased even 
though they have become more imitative and more limited 
in variety than before. Apparently, the negative per
ceptions toward Japanese products are not influential 
enough to overcome the strong workmanship-reliability 
perceptions that have resulted in the increased sales of 
Japanese goods. 

German made products, which continue to be rated of 
higher reliability and workmanship than U.S. made prod
ucts are perceived as having become as technically ad
vanced as American products. The trend toward the pur
chase of German made products, therefore, is not ex
pected to be halted. Gains in the sales of Japanese 
and German products at the expense of American goods is 
likely to continue as long as the reliabi.lity·-workman
ship of American goods is perceived as inferior. The 
particular case for autos is anticipated to be similar 
to the situation outlined above, given the quality dif
ferences of American, Japanese, and German autos 
covered in the previous sectlon. Relative price in
creases of imported cars (increased tariffs, etc.) 
could have an impact on the relative sales of domestic 
and imports. But, the strength of the reliability
workmanship factors on purchase behavior indicates that 
import price increases may not result ln the increased 
buying of U.S. cars. 

The analysis of the perceptions toward u.s., Japanese, 
and German made products, thus far, has concentrated on 
the perceptions of Americans. In the world market, the 
perceptions toward the products of this country affect 
U.S. export sales and, consequently. the U.S. economy. 
Therefore, the general impressions of consumers outside 
the U.S. on the quality of U.S. products over time are 
covered in the next section. 

4. A Study of the Change in Perceptions of American, 
Japanese and German Produc.ts by 
Japanese Businessmen Over Time 

Nagashima (1977) replicated a 1967 study of the percep
tions of Japanese businessmen toward the products pro
duced in the U.S., Japan, and other countr:Les 
(Nagashima, 1970) in 1975. The same seven polnt seman
tic differential method with five categories was used 
in both studies, along with the same supplemental 
questionnaire, which elicited auto-related responses. 
The relative change in opinions by Japanese businessmen 
toward U.S., German, and Japanese products between 1967 
and 1975 on the twenty items is recorded in Table 7. 

The relative change in the impressions towards Japanese 
and U.S. products between 1967 and 1975 indicated that 
U.S. products have gained in favorable impressions. In 
1973, U.S. products were viewed as more mass produced 
and more inventive than Japanese products. By 1975, 
the comparative impression of U.S. products had in
creased significantly. U.S. products were viewed as 
more mass produced and more inventive compared to 
Japanese products than before. Also, the 1973 advan
tage that Japanese products had over U.S. products as 



TABLE 7 

RELATIVE SEMANTIC DIFFERENTIAL SCORES OF 
JAPANESE AND GERMANS, COMPARED TO SCORES 

OF U.S. PRODUCTS BY JAPANESE CONSUMERS 
IN 1967 AND 1975 

.. : tive Sementic n< S<or .. 
Ja an/U.S. German/U.S. 

1967 1975 Ch:nse 1967 1975 a.:. go 

Price aud Value 

irwxpenaive/axpenaiw .81 .67 -17.3 1.06 • 73 31.1 

n .. onably pricad/unreae. priced .89 .93 4.5 . 76 .77 1.3 

nlhble/unnUable .86 1.10 27.9 .63 .63 -
luxut'y/nec .... ry 1.28 1.24 -3.3 1.04 1.11 6. 7 

excludve/coawon 1.61 1.39 -13.7 .87 .93 6.9 

Mavy ind. producte/Uaht un. 1.25 1.38 10.4 .80 .98 22.5 

Service and Ensineerinl 

aood worbaanahip /poor worlau.nahip .88 1.04 18.2 .61 .55 -9.8 

technically advanced/tech. backward 1.13 1.24 9. 7 .77 1.00 29.9 

uae produced /hand made 1.54 2.00 29.9 1.69 1.86 10.1 

world-vide dhtribution/dOIH:etic .86 1.67 94.2 1.00 1.40 40.0 

invant1 v./imi tati ve 1.43 1. 76 23.1 .49 . 79 61.2 

Advartidn& and Raeutation 

pride of ownenhip /not much pride 1.35 1.30 -3.7 .58 . 91 56.9 

auch advertiaing/Uttle advarthing .48 .86 79.2 1.40 1.66 18.6 

recoanhabla brand n ... a/urrrec. n ... • 1.33 1.42 6.9 . 76 1.06 39.5 

Dedan ,and Strl• 

variety/no variety .65 1.26 93.8 1.30 1.63 25.4 

outward appearam:e/perfonunce . 67 . 75 11.9 ~  1.48 5. 7 

clever uaa of color /not clever uae 1.29 1.30 .8 1.20 1.21 .8 

Conat.IIUire' Profile 

more for young people/more for old 1.30 1.28 -1.5 1. 75 1. 74 -.6 

mora for men/more for women 1.00 .97 -3.9 .52 .60 15.4 

~~ a  cla .. /lowr eta .. 1.11 1. 31 18.0 .81 1.00 25.3 

SOURCE: Comput•d fr0111 Naa .. hima (1977) data. 

being more reliable, as having more world-wide distri
bution, and as having more variety than U.S. products, 
had disappeared by 1975. U.S. products in 1975 were 
viewed as more reliable, as having more world-wide 
distribution, and as having more variety than Japanese 
products. 

The gains that U.S. products made in the opinions of 
Japanese businessmen over Japanese products were lost 
in the Japanese comparison of U.S. with German 
products. In 1967 and 1975, the Japanese viewed German 
products as more reliable, of better quality workman
ship, more inventive, with more pride of ownership, and 
as more reasonably priced than U.S. products. The only 
gain that U.S. products enjoyed over German products in 
the eyes of the Japanese businessmen was in the opinion 
that U.S. goods were cheaper to own. 

The response of Japanese businessmen in the supplemental 
questionnaires between 1967 and 1975 gives additional 
information on the relative decline of American products 
(especially autos) in Japan over time. Table 8 lists 
the products that come to Japanese businessmens' minds 
first when they think of the products of particular 
countries. Automobiles were listed first for Germany 
and the U.S. during both periods. For Japan, autos 
were unlisted in 1967 but were listed second to cameras 
in 1975. Thus, the greatest impression toward automo
b.iles was the meteoric rise of those by the Japanese. 

The response of Japanese businessmen to the question of 
which country produces the automobiles of greatest 
value during the two periods in listed in Table 9. 
Between 1967 and 1975, the percentage of Japanese busi
nessmen who thought that U.S. autos were of the greatest 
value fell sharply from 54% to 19%. The most dramatic 
increase was in the percentage who believed that Germany 

TABLE 8 

PRODUCTS LISTED IN DESCENDING ORDER OF RECOGNITION 
FOR EACH COUNTRY SPECIFIED BY JAPANESE BUSINESSMEN 

1967 1975 

USA 1. automobile• 1. automobil .. 
2. foods 2. computers 
3. electronic products 3. airplanes 
4. computers 4. electronic products 
s. Coca Cola 5. food a 
6. machinery 6. taxtilea 
7. airplanes 7. &lll"icultural producto 

Japan 1. cameras 1. camerae 
2. electronic products 2. automobiles 
3. tranaiator radios 3. ahipbuilding 
4. watches 4. electronic products 
5. shipbuilding s. precision aachinery 
6. toys (watches) 
7. precision machines 6. radios 

7. textiles 

Germany 1. automobiles 1. automobile• 
2. predsion machinery 2. razor a 
3. razors 3. precision aachinery 
4. medical & pharmaceutical (watches) 

prod. 4. medical & pharmaceutical 
s. machinery & tooll prod. 
6. cameras & optical aoods s. uchinery & tool• 

6. camera& & optical aooda 

SOURCE: Nagash:l.ma (1977). 

produced the autos of greatest value -- from 25% in 1967 
to 55% in 1975. The percentage for Japanese autos was 
up from 5% to 12%. Thus, the increase in the impres
sion of German autos resulted primarily in the decreased 
impression of U.S. autos. 

TABLE 9 

RESPONSE TO THE FOLLOWING: "WHICH COUNTRY DO YOU THINK 
PRODUCES THE AUTOMOBILES OF GREATEST VALUE WHEN ONE 

CONSIDERS PRICE, QUALITY, DESIGN, SERVICE, ETC.? 

Country 1967 1975 

u.s.A. 54% 19% 

Germany 25% 55% 

Japan 5% 12% 

Others 16% 14% 

TOTAL 100% 100% 

SOURCE: Nagashtma (1977). 

The Nagashima (1977) studies indicate that the prestige 
of U.S, made cars has fallen over time in Japan. This 
loss of prestige apparently occurred as the relative 
quality-reliability of u.s. ears declined and the rela
tive variety of U.S. products increaaed. The reliabil
ity factor, therefore, appears to be more important than 
variety in the world market. If the U.S. is to remain 
competitive with Japanese and German made cars, U.S. 
manufacturers must produce cars that are perceived as 
more reliable. 
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OBESITY AND SOCIAL MARKETING 
AN AID APPROACH TO SEGMENTATION 

David L. Lewis, University of Tennessee at Chattanooga 

Abstract 

This paper deals with the use of the accepted market 
segmentation technique of measuring life style in terms 
of activities, interests, and opinions in order to 
detect differences in the life styles of obese and non
obese subjects. These differences were found to exist 
and could be used to identify and isolate market seg
ments for the effective development of social marke
ting programs concerned with treatment and/or preven
tion of obesity. 

Introduction 

Obesity is a national health problem. This condition 
may not only cause increased sickness and early death, 
but leads to a widespread acceptance of ineffective 
fad diets with resulting adverse effects on health. In 
reviewing the literature on the subject of obesity, the 
authors of a report for the Canadian government con
clude that treatment techniques based on. imperfect 
knowledge of causal effects can not be significantly 
effective (Uefeld and Sabry, 197 3). These authors 
conclude that a prevention approach may be the most 
desirable long-term alternative and the one most 
applicable to social marketing programs. 

Methodology 

The responses to AIO rating statements, demographic 
questions, and self-assessed height and body weight 
measurements were collected from a group of fourteen
hundred and seventy-one male respondents. Utilizing 
the height and weight measurements, the nominal depen
dent variable of body fat was determined. This resul
ted in isolating an analysis group of non-obese and 
obese subjects. The existence of a relationship 
between each of the independent variable--AIO rating 
statements and demographic variables--and the dependent 
variable of body fat (obese or non-obese) was tested 
via chi-square analysis. The independent variables 
represent, individually and in combination, certain 
domains of life style. Those independent variables that 
were found to be associated with body fat content, at a 
.05 level of significance or better, were interpreted 
as to the life style domains they represent. 

Findings 

In a total of 49 cases the null hypothesis, that there 
is no associ.ation between body fat and the given 
variable, was rejected. In terms of demographics the 
obese tend to be older than the non-obese and are more 
likely to be married members of two or three person 
households. Consistent with these observations, they 
are more likely to be employed full-time rather than 
be an unemployed student or part-time employee and they 
have a lower level of educational attainment than the 
non-obese. 

ln lerms of life style, the obese appear to bc> more 
tradltlonal or conservative than the non-obese and less 
of a risk-taker. The obese tend to be less Hodally 
active than the obeHe and less physJcally active and 
physically fit than the non-obese. The obese are more 
favorably inclined toward cooking and basic foods, 
more family and child oriented, have a more favorable 
attitude toward credit, and are more price conscious 
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than the non-obese males. The life style difference 
profile generated in this project contains domains 
other than the obvious physical activity and nutrition 
areas. These domains can be important in developing 
marketing strategies to reach various market segments 
with social marketing programs to prevent and contract 
obesity, 
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T.OCATTON AS A FACTOR TN THE MARKETING OF PHYSTCT ANS' SERVICES 

Anthony C. l'<'tto, DePaul University 

Abstract 

Given the importance of a locational strategy for 
physicians, this article provides findings on the 
demographic and economic determinants of physician 
office location within the Chicago Metropolitan 
area from 1950 to 1975. An important finding is 
that tn<'asures or market potential and competition 
have lost importance over time to the growing 
lnfltWilCl' or medical facilities in cletermJning phy
sician office location. 

Tntrocluctlon 

Recently there has been considerable interest in the 
marketing of health care services. Most of these 
stu:lles have focused on the delivery of health care 
servicPs by hospltals and have involved extensively 
the preventive care educational concept. This 
interest in the marketing of health care has pri
marily been by hospital administrators, but it is 
also important that marketers contribute their exper
tise to the 161 billion-dollar health service market. 
In th:ls l:lght, it is important to note that 
physicians and not hospitals are the key factor in 
delivering health care services. Indeed the non
physl .. ian health care market is estimated to be only 
22 percent. Furthermore, it is the physician who 
directs most of the major clecisions within hospitals. 
For example, he/she recommends admission, orders 
diagnostic and therapeutic measures, and determines 
when the patient is fit to leave the hospital. 

Given the .importance of the phys.ic.ian in providing 
health care services, the strategy of place or loca
tion appears as one of the important marketing mixes 
for these serv l ces. Speci flcally, this paper 
investigates the significance and importance of the 
factors d<'terminlng physician office location over 
tLme. 

Markt•llng StrategleH for Physicians' Ser:v:lces 

In addi.tion to providing a key role in the delivery 
of health care S<:'rvlces, physicians have cons:lderable 
market power over these servlces. For example, inade
quate consumer information gives physi.cians the 
ability Lo induce clemand for their services. This 
situation could lead to too much health care or 
unnecessar:y surgery in some locations and inadequate 
health care at other locations.* 

l'r:oviding the appropriate place or location for health 
care services is perhaps the most important marketing 
strategy used by physicians. By selecting locations 
aimed at target populations, physicians can maximize 

* </uallly or he;ll th car:e is a major puhlic concer:n. 
The .infamous 'Medlcaid Mills' have received national 
media eoverage in 1977. Also, the rate of surgery 
increased JJ percent or 3.5 times faster than popula
tion growth according to unpublished data from the 
Nationnl Center for Health Statistics, Department of 
Health Eclucation and Welfare. 

their profits or market share. This strategy appears 
to be more important than a pricing and promotional 
strategy since the American Medical Association's code 
of ethics does not favor published price lists or 
advertising. However, there is some evidence that 
physicians select office locations that permit them to 
charge higher unpublished prices, and schedule more 
visits (Kehrer, 1979). Also, in locations having 
excess demand, physicians have been known to schedule 
shorter and more frequent visits to curtail the waiting 
time for appointments and in offices (Kehrer, 1979). 

These findings suggest that physicians have a price 
and service strategy but we view it as secondary to a 
locational strategy. The latter strategy appears to 
be aimed at maximizing profits or some combination of 
profits and leisure. Given the importance of location, 
this article provides marketers with a macro-view of 
the locational determinants of physician location 
within a large metropolitan area. The six-county 
Chicago Metropolitan region is the area for investiga
tion. Using multiple regression analysis, the aim is 
to find the determinants of physician office location 
for various time periods since 1950. Within the 
Chicago area, the specific unit of observation are 192 
health care areas. These health care areas include 75 
homogeneous socioeconomic areas within the city (group 
of census tracks) and similar grouping of cities and 
urban places in the suburbs. Health care areas were 
constructed to approximate local trading or service 
areas for physicians.** Data for this study pertain to 
physician office locations and come from the American 
Medical Directory for 1950, 1960, 1970, and 1975.*** 
From these data, it was possible to trace a physician's 
office location over time and space. 

Before presenting the empirical tests, we will briefly 
describe the variables used in this analysis. 

Factors Determining Physic:lan Office Location 

Many of the factors determining physician location are 
l:lkely to be similar to those for retail store loca
tion. For example, population size and growth, buying 
power, type of customers, competitive structure, as 
well as locational preference are general factors that 
would apply to any retail firm but also appear to 
influence the location of physician services. The 
following independent variables will be used in this 
study: 

1. Median family income of residents in health care 
areas. 

2. Population size of health care areas. 

3. Number of hospital beds in health care areas. 

~ ea  care areas are estimates of a physician's 
service or trading area and therefore should contain 
nearly all of a physician's patients. 

~a a for this paper were compiled and given permission 
for use in this paper by Donald R. Dewey, Department of 
Geography, DePaul University. 
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4. Absolute change in percent of black population in 
health care areas. 

5. Locational preference of physicians (0 = city 
areas and 1 =suburbs). 

6. Number of office-based physicians in health care 
areas. 

Income is used to measure the buying power for physi
cian services. Physicians may also seek higher income 
locations in order to charge higher fees, seek 
greater leisure or obtain some combination of these 
objectives. Also, as the trends toward specialization 
continues, physicians should be even more attracted 
toward higher income areas since the population there 
generally has more physician visits than lower income 
areas. 

Population size is a measure or market potential and 
possibly minimum threshold sizes for certain physician 
specializations. Population size is also used in our 
analysis as a control variable for the size of a 
health care area. This control function allows for an 
accurate influence by the other independent variables. 

The hospital beds variable measures the role of medical 
facilities and the referral function of hospitals as a 
determinant of physician locations. As technology and 
time become more important to physicians,_ hospital beds 
are expected to increase in importance as a determinant 
of physician location. 

Locational preferences for physicians are measured by 
a dummy variable which records a physician's preference 
for the city or for the suburbs. That is, it is 
expected that physicians will prefer the suburbs com
pared with the city because of the status of servicing 
and living with higher-income suburbanites. 

The number of physicians in an area is used as a mea
sure of competitive supply. It is hypothesized that 
physicians will avoid locations with a relatively large 
supply of doctors given the above measures of market 
potenti.al. 

The racial change variable measures the problems 
associated with running a business in a racially 
changing community. This variable is also expected to 
repel physicians from locations where racial change 
adversely affects property values. 

The dependent variable in this analysis is the absolute 
change in the number of office-based physicians by 
health care areas. Although this is a cross-sectional 
study, the focus here is on a dynamic response of 
physicians to the independent variables, therefore the 
change in physician offices is used. Since response 
by age groups is also of interest, the following addi
tional dependent variables will be used: 

1. Absolute change in office locations, younger phy
sicians, age less than 45. 

2. Absolute change in office location, prime age 
physicians, age 45 to 64. 

3. Absolute change in office location, older physi-
cians, age over 65. 

Empirical results for the above variables by age 
groups for the 1950-60, 1960-70, and 1970-75 time 
periods will be analyzed. The purpose of this inves
tigation is to determine the stability of the 
determinants of physician location from a macro-view. 

Regression Analysis for Physician Office Locations. 
1950-60 

As shown in Table 1 (Appendix), the above independent 
variables provide a reasonably good explanation of 
factors determining the location of physician offices 
during the 1950-1960 period. All the regression co
efficients have the expected sign and are significant 
according to the t-ratios except for the dummy 
variable measuring locational preferences. The 
coefficient of determination, R2 = .74, for the 
regression of all doctors age groups, shows the 
importance of the independent variables in explaining 
the changing pattern of physician office locations. 
The results reported here pertain to those variables 
which best fit the data and were found after several 
stepwise regression runs. It is important to note 
that multicollinearity of the independent variable.s 
was not a problem in this study. None of the zero
order correlation coefficients were above .5.* 
Specifically, the results in Table 1 (Appendix), show 
that physicians during the 1950's were attracted to 
locations with higher incomes, growing populations, 
and larger population size. They tended to avoid or 
relocate from 1) locations experiencing racial change, 
2) lower-irtcome trading areas, and 3) areas having a 
larger number of physicians. Locational preferences 
for the suburbs versus the city was not significant 
during this period. 

These results show that physicians appear to be good 
marketers because they were sensitive in their 
locational decisions to variables measuring market po
tential. In particular, they selected locations that 
exhibited greater population growth and larger popula
tion size. In addition, physicians were targeting 
their services to higher income groups. The locational 
decisions by young and prime-age physicians were 
similar as shown by the R2's in Table 1 (Appendix). 
Older physicians, as expected, were not profit 
motivated as evidenced by the low R2 for this group. 

In addition to variables masuring market potential, 
physieians were particularly sensitive to trading areas 
having a larger number of physicians already practicing 
there. For example, the regression coefficient (for 
all ages in Table 1, Appendix) show that for every 
10 additional physicians in a trading area, a decline 
of 2.8 occurred in the change of office-based physicians 
in that location. In addition to this locational 
barrier, racial change in a trading area was also found 
to be significant. 

Regression Analysis for Changes in Physician Location, 
1960-1970 

In contrast to the 1950's, physicians increased their 
locational preferences in the 1960's for the suburbs of 
Chicago. Evidently, physicians followed their 
customers to suburbia during this period. This trend is 
reflected in the significant t-ratio for the locational 
preferences dummy coefficient (3.67) from Table 2 
(Appendix). This significant coefficient for the 1960-
70 period contrasts with the insignificance of loca
tional preferences (as shown in Table 1, Appendix) 
in the 1950-60 period. During the latter period, the 

*In previous regression runs, multicollinearity was a 
problem. However, we successfully avoided it in the 
reported results by specifying both ~ and an ~ 
variables. 
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growth of populat lon wus a :-Jlgnlllcunt factor. But in 
the 1960's, population growth was no longer signifi
cant and was dropped from the variables appearing in 
Table 2 (Appendix). Instead, the growth of hospital 
lacilitieH ln the 1960's became an important influence 
upon phyHiclan location. As seen in Table 2 (Appendix), 
the t-rntlorJ wt•n• highly :llgnl.flcant for tlw hospltnl 
bedH Vllrlahlc. 

Except for hospital beds, all of the variables appear
ing in Table 2 are similar to the independent 
variables used for the 1950's. Furthermore, nearly all 
of them have the expected signs and are significant. 
The :independent variables in Table 2 (Appendix), also 
explain approximately 64 percent of the variation in 
the change of physician office location. For younger 
physicians, the regression equation improves to an 
explanation of 80 percent. This finding refutes the 
view that younger physicL.ms are not profit motivated, 
but are more socially concerned than prime-age doctors. 
[n fact, the R2 is only .46 for prime-age physicians 
(age 45 to 64). Apparently, younger physicians are 
more mobile and thereby can better position themselves 
within a dynamic market than other physicians. This 
finding also dovetails with the result that younger 
physicians were not as sensitive to racial change as 
were their counterparts in the 1950's (Tables 1 and 2, 
Appendix). Prime-age physicians, however, were 
repelled by the racial change of blacks in health care 
areas for both the 1950's and 60's. 

Regression Analysis for Changes in Physician Location, 
1970-75 

During the early 1970's, physicians were influenced 
primari.ly by the number of hospital beds and population 
growth in a trading area. Those findings show a 
continuation of the patterns found for the 1960's. 
Other a ia e ~ such as income or buying power, in 
Table J (Appendix), were not significant locational 
factors in this period. In addition, other insignifi
cant variables sueh as racial change were dropped from 
the results reported in Table 3 (Appendix). 

However, the regression results for the only two sig
nificant variables in Table 3 -- hospital beds and 
population growth -- accounted for 72 percen\ of the 
variation in the change of physician offices. 

!Juring the early 1970 1 H, physicians were not as con
cerned wl.th a Huburban preference as were phyHiciuns 
durl.ng the llJhO's. The t-rnt.io for the dummy vAriable 
'"'Hl not Hlgnlr!C'ant In Table J, but was In Table 2 
(Appendix). Also, in contrast to previous periods, 
physicians Jn the early 1970's were not influenced by 
the existing competitive structure :in a trading area. 
PhysicLms were, however, significantly attracted to 
locations having medical facilities as measured by 
hospital beds (Table 3, Appendix). 

The strong emergence in the influence of medical facili
ties upon physician office locations and the 
corresponding insignificance of market potential and 
competitive supply in the 1970's can perhaps best be 
explained by the statement of Wright Mills in White 
Collar where he noted that "the self-sufficiency of the 
~n e ene ia  physician has been undermined in all 
but its economic and ideological aspects by his 
dependence, on one hand, upon technological equipment 

*At this stage of the study, data have not been com
piled by age grollp for 1975. Recent results also await 
the reporting of socioeconomic data from the 1980's 
census. 
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that is formally central:lzed and, on the other hand, 
upon informal organizations that secure and maintain 
his patients" (Mills, 1951). For Mills, and our 
findings, the bureaucratization of health care means a 
restriction of physicians to locations where there is 
sufficient medicaL hardware, an established informal 
referral ~ e  and suport1ve personnel. 

Discussion and Summary 

The aim of this paper has been to provide marketers 
with a macro-view of the determinants of physician 
location. Given the constraint on published pricing 
and advertising within the medical profession, findings 
here indicate that physicians have primarily relied 
upon a locational marketing strategy to meet their 
objectives. In selecting sites for their offices, 
they have been :influenced by measures of market poten
tial such as population size and growth, and income or 
buying power. In addition, results show that physi
cians within the Chicago metropolitan area tended to 
avoid locations having a relatively larger number of 
possible competitors. More recently, regression 
findings show that market potential and competitive 
structure have lost significance to the growing impor
tance of medical facilities in determining a 
physician's location. 

As part of a locational strategy, physicians were also 
likely to have used price as a basis for segmenting 
their markets (Masson, 1974). In the future, price is 
expected to be used more often as a marketing strategy 
considering the growing supply of surgeons in some 
locations. 

Although findings show that physicians have met their 
objectives in selecting office locations, consumers 
have been concerned about the quantity and quality of 
physicians' services in low-income locations. Results 
here show that physicians tended to avoid low-income 
areas and locations with racial change. This behavior 
has resulted in problems of accessibility of some con
sumers to physicians' serviC\O'S, and longer waiting 
times for appointments and in offices. In Chicago, 
for example, accessibility to physicians has declined 
from .99 physicians per 1,000 persons in 1950 to .23 
in 1975 for the ten lowest income health care areas.** 
In contrast, the ten highest income areas increased 
their share of physicians from 1. 78 to 2.70 over the 
same time period. In addition, Clarke has found a 
reluctance of physicians to accept Medicaid patients 
given the low reimbursement rates to physicians tmcler 
this program (Clarke, 1979). These concerns have led 
some health care planners to favor a policy of pro
viding :incentives to physicians for locating in low
income markets. 

** 
Computed from data compiled from American Medical 

Directory, Selected Years. 



Dependent Variables 

--
Abso 1 u te change 
in number of 
physicians 
1950-60, all ages 

- . 

Change in number 
of physicians, 
1 ess than age 45, 
1950·60 

APPENDIX 

TABLE 1 

LOCATIONAL CHANGE OF OFFICE-BASED DOCTORS, 1950-1960 
BY AGE, CHICAGO METROPOLITAN HEALTH CARE COMMUNITIES 

Independent Variables 

Constant Number of Population Income Absolute Absolute 
Doctors 1950 1950 Change, Change, 

1950 Population Percent 
1950-60 Black 

--

-0.2884\ -14.47 0.0003 0.0028 -0.0013 -0.6278 
( -19.61) (2.96) (6.55) (6.55) (4.88) 

-8.62 -0.3657 0.0001 0.0013 0.0007 -0.1816 
( -18.48) ( 3. 31) (3.00) (7 .95) ~  

location 
Preference 

l. 291 
(0.301) 

2.913 
(1.45) 

------. ------·---·-1---· ------ ,.-- --·· ----- ----1--·-·-·· r------
Change in number 
of physicians, 
age 45-64, 
1950-60 

Change in number 
of physicians, 
age over 64, 
1950-60 

--

Dependent Variables 

-
Abso 1 ute change in 
number of physicians, 
1960-70 

-----------
Absolute change in 
number of physicians, 
less than age 45 
1960-70 

Absolute change in 
number of physicians, 
age 45-64, 
1960-70 

. ·----------
Absolute change in 
numher of physicians, 
over age 64, 
1960-70 

-

-5.42 -0.2900 0.0002 
( -19. 59) (5.05) 

-0.45 -0.134 0,0001 
( -7. 22) (1.64) 

a = regression coefficients 
b = t-ratios 

0.1103 0.0005 -0.3976 
(2.68) (5.20) (-6.05) 

0.0003 0.0001 -0.0731 
(1.74) ( l. 53) ( -2. 96) 

TABLE 2 

LOCATIONAL CHANGE OF OFFICE-BASED DOCTORS, 1960-1970 
BY AGE, CHICAGO METROPOLITAN AREA 

-------------·---

Independent Variables 
-

Constant Number of Population '1edian Absolute 
Doctors 

1960 

-0.2196\ -20.028 
( -13 .90) 

1------f--· 

-43.06 -0. 134 
(-25.28) 

-11 . 754 -0.096 
(-8.80) 

---------- ---- -· -- ----- -· 

-3.388 2.0123 
P.46) 

a = regression coefficients 

b = t-ratios 

1960 Family Change, 
Income Hospital 
1960 Beds 

1960-70 

0.0001 0.0026 0.0143 
(1. 73) (5.811) (4.78) 

0.0001 0.0005 0.0057 
( .660) (3 .27) (5. 71) 

0.0001 0.0015 0.0067 
(2.22) (4.87) (3.22) 

0.0001 0.0005 0.0019 
(0. 379) (3.77 (2 .05) 
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Absolute 
Change, 
Percent 
Black 
1960-70 

-0.3310 
( -3.86) 

-0.0312 
(-1.08) 

-0.2291 
(-3.84) 

-

-0.0819 
( -3.03) 

·1. 156 
(-0.52) 

-0.752 
{0.919) 

City/ 
Suburb 
Dummy 
Variable 

10.993 
(3.67) 

2.991 
(2.96) 

6.681 
(3.20) 
·-

0. 2199 
( .233) 

Adjusted 
R2 

R2 •. 743 
F • (93.17) 

R2 •. 745 
F •(94.17) 

R2 •. 728 
F •(B6.43) 

R2 •.273 
F •(12.97) 

Adjusted 
R2 

R2 • .635 
F • (56.49) 

R2 •.802 
F • (130.03) 

R2 =.466 
f • (28. 79) 
-----

R2 • .144 
F . (6.35) 



Al'l' I•:NIH X (Con t' d) 

LOCATIONAL CIIANCE OF OFFICE-BASim DOCTORS, 1970-1975 

CJITCAGO METROPOLITAN AREA 

---- --- -- ------- ----------
Independent Variables 

Dependent Variables Cons tan t ~ e  of Population 
Doctors 1970 

1970 

f---· 

Absolute change in 
ntJmher of 
physlcldns' offices, 
1970-/5 2. 279 ~ -0.0003 

Absolute change in 
number of 
physicians' offices, 

~ 
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Hospital Median 
Beds Family 

1970 Income 
1970 

0. 235 0.0007 
(20.47) (0.6R9) 

--

0.22R 0.0006 
(22. 41) (0. 5flll) 
------ ...._____ _____ -

Absolute 
Change 

Popul aUnn 
1970-75 

0.0022 
(2. 92) 

----------.--

0.0019 
(2.69) 

--------------

--

City/ Adjusted 
Suburbs R2 
Dummy 

-ll. HM R2 = . 731 
(-0.789) F = 105.1 

--···--·-- ---

-7. 4R9 R2 = . 728 
(-. 70fi) F = 128.9 
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HOW THE HEALTH CARE INDUSTRY CAN LEARN 
FROM MARKETING MISTAKES THAT BUSINESSES MAKE 

Peter M. Sanchez, 

Abstract 

As the health-care Industry moves towards a fuller im
plementation of marketing techniques, it is likely to 
repeat many of the marketing mistakes that businesses 
have made over the years. The purpose of this paper is 
to review and explain some of the more common marketing 
mistakes so as to stimulate a greater understanding of 
the marketing discipl:l.ne on the part of health-care pro
fessionals and lead to better marketing practices. 

Marketing Process Versus Marketing Concept 

In marketing practice, business firms often fail to 
understand the difference between the process of market
ing and the marketing concept. The process of market
ing includes all those activities associated with the 
development and implementation of marketing techniques. 
The concept of marketing can best be described as the 
underlying philosophy by which the organization operates. 
This philosophy holds that the basic reason for the 
organization's existence is to satisfy customer needs 
and wants in the marketplace in ways consistent with the 
firm's profit objectives. While it is relatively easy 
to implement the marketing process, it is much more 
difficult to achieve an understanding of the marketing 
concept. Unfortunately, how the "process" of marketing 
is carried out is vitally affected by the philosophy of 
the organization. Effective marketing practice includes 
using the "tools" involved in the marketing process but 
also, and more importantly, it involves a way of 
"thinking" about the market. 

Short Run Marketing Versus Long Run Marketing 

Closely related to the problem of getting an organiza
tion to "think" in a responsive way towards the market 
is the problem of short-run marketing versus long-run 
marketing. Most profit institutions as well as non
profit institutions desire to exist in the long run but 
obviously must deal with the more current short-run 
situations. The unfortunate problem that often occurs, 
however, J.s thnt so much of the institutions energies 
are devoted to solving short-run problems that the long
run is overlooked. But one thing iR certain, and that 
is the fact that the long-run eventually comes. Reasons 
for this situation include the nature of incentive 
systems within the firm and increasing turbulence in 
short-run environment"s. 

Reliance on Demand Creating Techniques 

Another error quite common in the profit sector is the 
"so-called" demand creating techniques of marketing to 
sell goods and services. Although most often associated 
with advertising, these demand creating techniques can 
take a variety of forms such as sales promotion, 
couponing, special offers, rebates, and so on. The 
problems with the reliance on these techniques are 
threefold. First of all, they are often misunderstood 
for marketing. Secondly, they often create 
inappropriate expectations on the part of consumer. 
And finally, they often lead to an underestimation of 
the behavioral change problem or the part of consumers. 
Advertising and promotional variables are indeed 
essential to any well-conceived marketing strategy. 
However, health-care professionals must view these 
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variables within the proper perspective of the overall 
marketing mix. 

Failure to Utilize Marketing Research 
as an Effective Tool 

Of all the marketing mistakes that busine.sses make, the 
failure to utilize marketing research as an effective 
tool is probably the most common. Most profit sector 
firms actively engaged in the process of marketing use 
marketing research information to some extent. The 
degree of usage and the sophistication of marketing 
research varies widely, however, The two most often 
cited reasons for the failure to utilize marketing 
research effectively are the perceptions that it is 
time-consuming and costly. Good marketing research does 
take time, no doubt, but it takes no more time to do 
than the other tasks in the marketing function. Market
ing research should also return benefits that more than 
pay for itself in the long run. 

Conclusions and Recommendations 

Several marketing mistakes common to the business world 
have been discussed in the previous section. The 
following are some specific recommendations for the 
health-care industry. 
1. Move slowly in implementing marketing in your insti
tution. Creating an institutional environment conducive 
to good marketing practices will not be done overnight. 
On the other hand, nothing will doom marketing faster 
than an early record of failures. 
2. Learn as much about marketing as possible. A two
day seminar in marketing principles is a beginning, but 
not nearly enough to thoroughly understand. this complex 
discipline. 
3. Pay as much attention to long-run marketing as to 
short-run marketing. Encourage long-range thinking 
through incentive and evaluation systems. 
4. Avoid exaggerated or excessive claims for new or 
existing services. Unfulfilled consumer expectations 
can lead to unfavorable word-of-mouth communications, 
posRi.bly spell:lng disaster even for a well-conceived 
new service. 
5. When planning new health-care services, anticipate 
any behavioral changes required on the part of consumers. 
Many types of health-care consumer behavior are strong
ly ingrained habits. 
6. View the marketing communications function as broad
er in nature than merely advertising. Do not expect 
advertising to compensate for deficiencies in other 
areas. 
7. Plan, budget for, and use marketing research. Any 
well-developed marketing strategy has as its foundation 
solid marketing research. 

References 

J.M. Carlsmith, and E., "Some Hedonic Consequences of 
the Confirmation and Discomfirmation of Expectancies," 
Journal of Abnormal and Social Psychology, Vol. 66, 
pp. 151-156 (1963). 

Wayne M. DeLozier, The Marketing Communications Process, 
(New York, N.Y.: McGraw-Hill Inc., 1976), 

237 



PREVENTIVE HEALTH CARE: A MARKETING APPROACH 

Alvin J. Williams, University of Southern Mississippi 
Karen J. Anderson, Southern Missionary College 

John Anderson, University of Tennessee-Chattanooga 

Abstract 

This article addressed the applicability of marketing 
concepts to the delivery of community health programs, 
with specific emphasis on health promotion. The reali
zation that marketing has much to offer community health 
is not new. However, the article "highlights" health 
promotion and develops a framework that integrates the 
goals, action criteria and feasible actions that can 
lead to behavioral and environmental changes conducive 
to health. 

Introduction and Overview 

Community health-care planning is a recognized complex 
task that is desperately needed. .An integral part of 
health-care planning is the determination of health 
needs and status of people living within specified geo
graphical areas. The accomplishment of this-task allows 
health officials to more efficiently allocate health 
resources. 

During its development as a profession, community health 
has palced too much emphasis on evaluating the morbidity 
status of the general population. As Kotler. (1975) 
points out, "too many health officials see their job as 
curative--this is, to treat outbreaks of illness--rather 
than e en i e~  create a climate that produces good 
health." The validity of Kotler's statement is seen in 
the World Health Organizatl.on's conception of health. 
According to it, "health is a state of complete physical, 
mental, ·and social well-being and not merely the absence 
of disease or infirmity." What affects the social well
being of an individual, family, or community groups 
affectfl them physically and mentally as well. The best 
way to attaln and maintain well-being is to prevent ill
ness and promote health. This orientation of prevention 
requires substantial creativity and innovation. 

The application of marketing tools and techniques to the 
health care area is essential if goals and objectives 
are to be reached within the constraints of available 
resources. Health care efforts musf become more actively 
involved in consumer analysis, market segmentation, pro
motion (advertising, personal selling, publicity), pric
ing, product/service· pre.sentation, and distribution 
(delivery) considerations. 

The Conceptual Framework 

In developing a conceptual framework, consideration was 
given to analyzing the phases of a community health 
agency's outreach program. These phases include: (1) 
goals; (2) awareness level; (3) client action; and (4) 
evaluation through feedback. Additionally, the contri
butions of other scholars who have addressed the role 
of marketing concepts in health services were incorpo
rated in devising the framework. 

Summary and Implications 

Marketing theorists and practioners have a great deal to 
offer community health officials. This realization is 
not new, as is evidenced by the direct involvement of 
marketing specialists in various non-profit organizations 
(i.e., hospitals, schools, government agencies). This 
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article presents an effort at "highlighting" one partic
ular area of health (health promotion) and develops a 
framework that integrates the goals, action criteria and 
feasible actions that can lead to behavioral and environ
mental changes conducive to health. Such a framework 
provides an opportunity for decision-makers to determine 
more efficient means of allocating scarce resources. The 
conceptual model gives an overview of the system from a 
marketing perspective, thereby giving the health prac
titioners a broader view of present actions that should 
aid in the planning process. A marketing planning 
process does not guarantee that public community health 
goals will be realized but it serves as a bridging gap 
mechanism between marketers and health professionals 
toward more useful implementation actions. 
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CORRECTIVE ADVERTISING: THE CANADIAN SITUATION 

A. J. Faria, University of Windsor 
Pet£' Mateja, Wal tee Indus tries Ltd. 

Abstract 

The status of corrective advertising in Canada is at 
least five years behind the U.S. At the present time, 
corrective advertising as a legal remedy to deceptive 
advertising in Canada is about at the stage of the 1969 
Campbell Soup Co. case in the U.S. However, recent 
occurrences in the corrective advertising area in Canada 
should alert Canadian marketers and politicians to 
review the implications of what has happened in the U.S. 
oyer the past ten years, as this may serve as a guide 
to what will be happening in Canada over the next five 
years. 

Recent Developments 

A recent rulinp; by the Brltish Columbia Supreme Court 
in Stubbe et al. and Director of Trade Practices v. 
P. F. Collier & Sons Ltd. (19 77) 3 W. W. R. is of great 
concern to advertisers, other marketers, and lawyers. 
In this case, Collier's method of selling encyclopedias 
was found to be deceptive. In addition to other 
remedies, the plaintiff asked the court to order the 
defendant to run corrective advertisements informing 
consumers that Collier's had been found guilty of 
deceptive advertising. This request was denied as the 
judge felt that the deception was to a small group of 
consumers, and a province-wide corrective advertising 
campaign was not warranted. However, the judge pro
vided a ruling as to when a corrective advertising 
campaign should be used. 

An order to a supplier to advertise its 
delinquencies and the restraints imposed 
is clearly useful where a supplier has run 
a deceptive advertising campaign by news
paper, television, or radio. In such a case 
the public at large will have received the 
supplier's deceptive message and the supplier 
can only be effectively denJ.ed the benefit of 
its deception by bringing the deception to 
the attention of the public by corrective 
advertising, having the same coverage as 
that given the deception ([1977] 3 W.W.R., 
p. 543) 

To date, corrective advertising as a legal remedy to 
deceptive advertising claims has not been used under 
Federal legislation in Canada. However, corrective 
advertising has been used as a legal remedy under the 
British Columbia Trade Practices Act which empowers the 
court to order an advertiser to "advertise to the public 
in the media in such a manner as will assure prompt and 
reasonable communication to consumers and on such terms 
and conditions as the court considers are reasonable 
and just" (British Columbia Trade Practices Act, S.l6). 

At thls point in time, three firms in the Province of 
British Columbia havP been ordered to comply with some 
form of corrective advertising: (1) Centrn.l Safety, a 
seller of smoke alarms, was ordered to run corrective 
advertisements in two newspapers each week for one 
month for grossly misrepresenting their products; 
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(2) APT Distributors Ltd., a furniture retailer, was 
required to publish an apology in all Vancouver news
papers and offer a 10 percent refund to customers 
affected by deceptive advertising in a "close-out 
sale"; and (3) The Shell Oil Co. agreed to send a 
letter to all of its credit card holders which cor
rected misleading price and credit terms contained in 
a sales catalog. 

Corrective Advertising - U.S. 

Although the Federal Trade Commission was established 
in 1914 to control unfair methods of competition, which 
includes false and misleading advertising, it was not 
until 1969 that corrective advertising was suggested as 
a remedy for deceptive advertising, 

The concept of corrective advertising as an 
F.T.C. remedy was first proposed in a 
Commission proceeding in 1969, by Students 
Opposing Unfair Practices, Incorporated 
("SOUP") , composed of George Washington 
University law students. In Campbell Soup 
Co., the respondent was alleged to have mis
represented the proportion of solid ingred
ients in its soups by placing marbles in the 
bottom of the soup bowls used in filming tele
vision commercials. This technique forced most 
of the soup's solid ingredients to the surface, 
where they were easily detected by the camera, 
thereby giving the soups a deceptively rich 
appearance, Shortly after the Commission had 
accepted a provisional consent agreement order
ing Campbell to cease and desist from the 
practice, and had placed the order on its 
public record for comment, SOUP filed a 
petition to intervene on the ground that the 
order as announced was inadequate to protect 
the public interest, (Thain, 1973-4, p. 2) 

SOUP wanted an order which would have required 
Campbell's to disclose in all future advertising, for 
a specified time, that they had used advertising which 
the FTC had found misleading. The order was denied but 
the Commission established standards to determine when 
corrective advertising would be an appropriate remedy. 

In August 1971, the FTC issued its first order re
quiring corrective advertising. The order was issued 
against the Continental Baking Company, Which markets 
Profile Bread, The order stated that Continental must 
cease all Profile advertising unless 25 percent of 
future expenditures state that Profile Bread is not 
effective for weight reduction, a position contrary to 
the interpretation of earlier advertising. 

Since the Continental order, the FTC has been involved 
with seventeen major corrective advertising cases. Two 
recent and important cases involved Warner-Lambert and 
American Home Products. Warner-Lambert had represented 
Listerine mouthwash as a preventative and a cure for 
both colds and sore throats since 1879. 

A complaint charged Warner-Lambert with making 
statements in advertising that Listerine would 
ameliorate, prevent and cure colds and sore 



throntfl. Tt nlao alleged that through the 
use of the statement, "Kills Germs by 
Millions on Con tact," Warner-Lambert falsely 
represented that Listerine's ability to 
kill germs i~ of medical significance in 
the treatment of colds and sore throats. 
(Journal of Marketing, .July 1976, p. 118) 

The FTC issued a cease and desist order that required 
Warner-Lambert to spend a sum of money equal to the 
average advertising budget for Listerine, for the 
period April 1962 to March 1972, on corrective adver
tising. Estimates of the expenditure have ranged from 
$10 to $20 million. The FTC also required the company 
to di.sclose in all future advertising for the defined 
period the statement, "Contrary to prior advertising, 
Listerine will not help prevent colds or sore throats 
or lessen their severity" (562 Federal Reporter, 
p. 763). 

Worner·-Lambert appealed to both the U.S. Court of 
App'eals and the Supreme Court. The courts ruled that 
the FTC's standards for the imposition of the correc
tive advertising, and the duration of the disclosure 
e i e~ en  were entirely reasonable. 

If a deceptive advertisement has played a 
substantial role in creating or reinforcing 
in the public's mind a false and material be
lief which lives on after the false adver
tising ceases, there is clear and continuing 
injury to ~e i i n and to the consuming 
public as consumers continue to make pur
chasing decisions based on the false belief. 
Since this injury cannot be averted by merely 
requiring respondent to cease disseminating 
the advertisement, we may appropriately order 
respondent to take affirmative action designed 
to terminate the otherwise continuing ill 
effects of the advertisement. (562 Federal 
~ e  p. 762) 

In the case of American Horne Products, the FTC adminis
trative law judge 

ripped into past advertising for American 
Homes Products' Anacin and ordered $24,000,000 
of future Anacin ads to disclose that "Anacin 
i.s not a tension reliever" • . • The 
$24,000,000 figure is FTC's estimate of the 
ave rage annual Anacin ad budge:: from 1968 to 
1973. The one-year run for the correction 
is the same> rule of thumb upheld by the courts 
in the Listerine case. (Advertising Age, 
September 18, 1978, p. 1) 

As can be seen from these examples, corrective adver
tising is used as a remedy for deceptive advertising in 
the u.s. 

II11Wt'V!"I, t<•llt't'liV<' i ii ~  l" nul fltl autumEtlll' 
penalty for deceptive advertising. In fact, 

ThL· Fedt•rul 'l'rudl• ConuniaHion haH dt•clined to 
issue a proposed trade rule that would have 
required automatic corrective advertising 
whenever an ad campaign of a year's duration 
on health, safety or nutritional products was 
found to be misleadi.ng • • • In rejecting 
the proposal, the FTC noted that it "possesses 
sufficient authority to deal with corrective 
adve rtlsing on a case-by-case basis." 
(.Jennings, 1980, p. 16) 
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Corrective Advertiaing - Canada 

The need for consumer protection against false and mis
leading advertising in Canada is described in a state
ment by Andre Ouellet, Minister of Consumer and 
Corporate Affairs. 

False and misleading advertising and unethical 
promotional practices distort our free econ
omic system which is built on honesty and 
fair play. They deny the consumer the in
formation required to make wise and effective 
buying decisions, and they deprive ethical 
promoters and honest advertisers of the 
deserved rewards for offering better quality, 
more competitive prices, or simply the on
doctored facts. (Amirault and Archer, 1977, 
p. 9.1) 

Statutory control of advertising in Canada is exercised 
under various federal and provincial statutes. 1be 
federal legislation includes the Food and Drug Act, the 
Broadcasting Act, the Consumer Packaging and Labelling 
Act, the Textile Labelling Act, the Criminal Code of 
Canada, and the Combines Investigation Act. The pro
vincial statutes include the Trade Practices Act in 
British Columbia, the Unfair Trade Practices Act in 
Alberta and the Business Practices Act in Ontari0. It 
should be further noted that many other provincial 
statutes not dealing directly with trade or business 
practices often contain a section covering misleading 
advertising. For example, Section 28 of the Ontario 
Mortgage Brokers Act provides injunctive power to the 
provincial registrar in the case of false and mislead
ing or deceptive statements in any advertising brochure 
circulated by a mortgage broker (Amirault and Archer, 
1977). 

At the federal level, the majority of prosecutions for 
false and misleading or deceptive advertising result 
from charges filed under the Combines Investigation ~ 

(Thompson, 1977). The relevant sections of the Act are 
36 and 37. 

Section 36 (1) (a) refers to advertisers making a repre
sentation to the public which is false or misleading in 
a material respect--for example, the price to be charged. 
Section 36 (1) (b) refers to a false or misleading re
presentation to the public as to the performance, 
efficacy or length of life of a product. Section 36 
(1) (c) refers to a false or misleading representation 
as to the price at which a product is ordinarily sold. 

The remaining paragraphs of Sections 36 and 37 of the 
Combines Investigation Act deal with specific technical 
abuses. They include the misuse of test and survey 
results, comparative advertising, dangling comparisons, 
meaningless superlatives, visual representations, testi
monials where only the laudatory portions of the testi
monials are iRolnted, promotional conte10ta, warr11nties 
lit" M iiie ~e  lht4t ~ ~  in EIUeh !! Way t.IIE!t !H:l 

significant benefit is conferred on at least some people 
to whom they are given, and specials where the word 
implies a reduction below the regular price that is not 
in fact offered ~ n  1977). 

There is a provisi•.Jn in the CIA for the defence of "duE' 
diligence." The accused must prove three things for 
the defence to apply: honest error, due diligence, and 
immediate corrective action. Honest error means that 
the accused must show that the mistake arose from ignor
ance or an erroneous notion about the product at hand. 
D11e di.ligence means that the accused made every effort 
to provide accurate information. Corrective action 
means that reasonable measures were used to bring the 



c.•rror to tht• llllt•nllon of IIH>H<' pPrst>rls I Lkt•ly tn hnvu 
lwt•n itrt.•clt>d hy lht··nrlglnnl mlntnkt•. A•·•·"rdlllf',IY, If 
ll11• llllnn•pn·,u·nlllllon Wll" 11111<1!• dtll'lllf'. prlmt• lt·lt•vl nln11 
vlt•wlng IIIII•', lh<· 't•orn•t·l lvt• lll'll.on 11111111 In• lllkl'll during 
till• Sllllll' viPwlnj.\ ll.m<' to lht• llllllll.' elm•s of vlt•wt•rs. 
This due dl llf\l'IH'l' lt•sJ n·qulrlug lmmc.!tllute corrPcllve 
action, tltc•L·efore, Ls the federal statute giving rise 
to error correcUon not lees ln Canada (Amirault and 
Archez:, 1977). 

'!'he> usc.> of corn,ct:lvc.> auVI'rtislng In Canada ml ght better 
he tt• rmed 'm!ver·t ising eo rrect I onH. 1 That ls, 1 f an 
incorrect statement appearH In an advertisement, an ad
vertising correction notice, appearing under substan
tially similar i ~~ an e  would generally be 
expected to qualify under the 'due diligence' test as 
a defence against false, misleading or deceptive ad
vertising. As a defence, the only requirement of the 
advertiser is to have the portion of the ad which 
contained the mistake published or broadcast correctly 
in the next issue of the publication or during similar 
programming. ·· This only has to be done once. 

Past Research 

American Htud!es (llunl, 1973; Dyer and Kuehl, 1974; 
Mazis and Adkinson, 197'•; Kassarjian, Carlson and Rosin, 
1976) show th:ll then· <•xlsts conflicting evidence as to 
wlll'thet· tht• use of col'l"t'<'liv<' mlvPrt·lslnr; a,; a remedy 
for dect•pllvc.• ;idvt•rllslng lH effet·tive In rPdudng con
Humer lntt•ntl ons to buy c:mfwd by mlsh'nd lng .<Ids. As 
WC'll, ndmlnl>ilrallve dlffll'ultlt'.s exh:l: in Hchlevtng 
C<>tnplian<'<' with corrective advertising ordPrs issued by 
the fiTC wh.lch results ln long time lags bl'tween the date 
of issue o [ the order and the date of compliance. These 
lags can be up to four years, during which time mis
leading a.tti tudes bec()me deeply entrenched in the minds 
of conHUilll'rH :llld are, therefore, difficult to dislodge. 

Sawyel' (I<J76) hypotlll'sfzpd that favorable attitudPs 
caused by mis !.ending ads may reassert e~~e  ves over 
time. l)yPr and Kuehl (1978) found evidence of this 
pheiOiorrnon in their r('seart·h study, providing an lncli
cation thnl th<• present JITC n~  ndvPrtising 
policieH may not be effective. 

Wilkie (1974) suggests that the present implication of 
the corrective advertising remedy by the FTC is impre
dse. That is, the specification of an arbitrary time 
period during which •·orreetlve advertisements must run 
does not ensure the Prad lent I on of favorable consumer 
attitudes caused by misleading ads. He suggests that 
a reduction in spec!. fi <'. consumer beliefs toward a pro
duet, wh lch tlw advertiser. would be required to attain 
regardless of the tlm(• it might take to accomplish such 
a reduction, wouid improve the system. Problems arise, 
however, in developing the means by which beliefs could 
be monitored over time. 

Research in Canada is, of course, limited as 'advertis
ing corrections 1 rather than corrective advertising as 
a remedy for deceptive advertising is the usual case. 
In recent years, however, concern has been expressed by 
consumerists and provincial government agencies over 
the increasing frequency of advertising corrections 
(DeVilliers, 1978). As such, Wyckham (1978) undertook 
an inventory of corrective ads over the 1976 calendar 
year in the Vancouver Sun and Vancouver Province news
papers. Wyckham' s results can be summarized as follows: 
(1) During 1976, 375 corrective advertisements were 
found in the two Vancouver dailies; (2) The great 
majority (84 percent) of the corrections were for ad
vertiser errors, only 16 percent werP for newspaper 
Prrors; (3) Mort' than 90 percent of the corrections 

weru plnced by retul lerH, the bulk of theHe by four 

n ~  dt•pnrtlll('nl ston•H; (4) l'rl•·" nnd pro,Juct ~

l fllmt wt•n• 1111• 111<1!11 ''"mmon lypt•tt ol •·rrortt cnr·rt'<'lt•tl: 
('>) 'l'l11· vnHl nut.Jnrlty of corn!t'l lontt wt•r.t• publlslwtl 
within threl' days of the error: and (6) Gorrections 
were placed about equally in the front and back sections 
of the newspapers. 

A follow-up to the Wyckham study was conducted by Lapp 
(1979). For this study, Lapp examined all issues of 
The Windsor Star from .January 1, 1977 to June 30, 1978. 
Over this eighteen month time period, 43 firms placed a 
total of 248 corrective ads in The Windsor Star. 
Ninety-one of these ads (37 percent) contained multiple 
item corrections. The largest number of errors (over 
40 percent) involved clothing items. Errors as to 
price, description, and availability of merchandise 
accounted for over 88 percent of the correction notices. 
Approximately 91 percent of the error notices were 
placed within three days of the error. Over half of 
the notices (58 percent) were placed in the first 
section of the newspaper, while 28 percent of the 
notices were placed adjacent to the firm's regular 
advertising. Finally, the most conunon si.ze for the 
error correction notices was two columns wide.by 3 or 
4 inches deep. 

Recently, Gordon Charles (1979), a project officer in 
the Marketing Practices Branch of the Federal Ministry 
of Consumer and Corporate Affairs, surveyed two Ottawa 
daily newspapers for. a three-month period. Char] es 
found 87 separate error correction notices for an 
average of 29 pPr month. Noth:l ng beyond this was re
ported. 

Methodology 

The Wyckham and J.app newspaper inventories represent the 
extent of publiAhed corrective advertiFdng research in 
Canada. As such, the present study was undertaken to 
determine consumer awareness of and attitudes towards 
corrective advertising in Canada. 

111e research was undertaken in Windsor, Onturio, a dty 
with a population slightly in excess of 200,000. Tele
phone interviews were conducted using a structured
nondisguised questionnaire. The questionnaire contained 
38 questions, including the demographic data gathered 
and took approximately 20 minutes to administer. The 
respondents were selected in <I random fashion, using a 
table of random numbers, from the Windsor Area telephone 
directory. ResponJents had to be at least 18 years of 
age. In the case of a busy signal or no answer, a 
maximum of three call backs were made. All interviewing 
took place during April 1980 and 100 completed inter
views were obtained. Refusals and no answers after 
three call backs resulted in 193 numbers being selected 
to obtain the 100 interviews. Prior to the survey being 
undertaken, the questionnaire was pretested on a sample 
of ten respondents to check for clarity, misleading 
questions, and feasibility of asking 38 questions via 
telephone. 

Findings 

The results of this research will be presented here in 
point/summary form, concentrating on the main findings 
of the study. 
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1. The majority of the respondents (59 percent) stated 
that they had not heard the term "corrective advPr
tising." However, 82 percent of the respondent f.: 



indlcntt.•<.l that tlwv hnVt.• Hct>n ndvertlf;lng correc
tlonH nt HOIIIt.' limP ov<'r the pnHt two y<•nrs. In 
fad, hKJSt (5.1. I"' n:t.•nt) had Hecn an udvertising 
corn•ctlon In the paHt week. 

2. When asked, "Tf a company makes an honcHt advC'r
tJslng mlstak<·, does it have an option nvniluhle 
to remedy thut mi stnke?," 70 percent of the res
pondents believed that some remedy was available. 
In fact, 24 percent of the respondents were 
correctly able to Identify that optl.on. 

3. gf)l,hty-Oill' (Wreenl of thl• n•spondentS fp]t thnt 
thL•re H(wuld lw a Law n•qul ring advertisers to 
inform tht.> public wht.>n they make an advertising 
mb;tulw. If the advertising mistake is an honest 
one nnu the advertiser informs the public of the 
mistnke, 74 percent of the respondents felt that 
the advertiser should not be subjected to any 
additional fine or penalty. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

The majority of the respondents (51 percent) felt 
that error corrections should be brought to the 
attention of the public within one day of the 
error. An additional 34 percent of the respon
dents indicated that the error correction should 
appear as soon as possible after the error has 
been made. 

When asked, "How often should the·error correction 
appear?," 33 respondents indicated once, 15 respon
ded twice, 21 felt the error correction should 
appca r three t l•oc•s, 17 f£' lt it should he "as often 
as is necPssary," whl.]C' 1.4 gnve some other answer. 

Wh1.le Sl percent of the respondents felt that 
advert·IHPrH should bt.• requlred to file u n•port 
with the government concerning any a ~ i n  

errors thnt they might make, most respondents 
{66 percent) did not know whether this was cur
rently rPqui n•d or not. 

Most reHpondents ( 70 percent) Felt that advertis
ing corn•c t Ions appeared for storeR they normally 
denJ with. 'l'hiH IH most llkl'ly tlw case, as the 
nu1jor department stores (whn do t·ll<' most advertis
Jng) accounted for a sl.gnl ficunt proport.lon of 
the advert.ising corrections. 

When asked about the size of corrective ads, 60 
percent of the respondents felt they were too small, 
28 percent felt they were the right size, while the 
remainder had no opinion. Not one respondent felt 
that the corrective ads were too large. However, 
70 percent of the respondent;:s agreed that advertis
ing corrections were "easy to read." 

When asked who was to blame for advertising errors, 
the r<'sponses were advertisers, media and advertis
ing a gene les, in that order. 

Most· respondents (57 percent) felt that advertising 
corrections were "helpful." 

Only 5 percent of the respondents held a less 
favorahl<' opinion of firms that used advertising 
corrections. On the other hand, 46 percent of the 
respondents had a more favorable opinion toward 
these firms. The remainder indicated that their 
opinion d.id not change. 

When asked if newspapers should set aside a specif
ic location for all ad corrections, 65 percent of 
the respondents were in favor of this. If such a 
location were not provided, 38 percent of the 
respondents felt that ad corrections should appear 

in the Harne place a!l the original ad. The other 
respondents provided a w idu range of opinions. 

13. Interestingly, the respondents were almost evenly 
split as to whether the party responsible for the 
advertising error should be identified. Thirty
nine percent felt that the party responsible 
should not be identified, 37 percent felt that 
the responsible party should be, while 24 percent 
had no opinion. 

14. Finally, an attempt was made to correlate sele>eted 
dcmop,raphle characteristics of the responuents 
with their attitudes/opinions about corrective 
advertising. However, no meaningful correlations 
emerged. 

Discussion 

The purpose of this study was to determine the aware
ness and attitudes of Canadian consumers towards 
corrective advertising in order to identify the 
direction the government should take on this important 
issue. 

While the great majority of consumers have seen adver
tising corrections, they were not familiar with the 
term "corrective advertising." This may be attribut
able to the fact that newspapers label corrective ads 
with the heading "CORRECTION" rather than ~  

CORRECTION" or "CORRECTIVE ADVERTISEMENT." In addition, 
less than one-fourth of the respondents were able tci 
identify the option available to advertisers who make 
an advertising error. This would seem to indicate 
that most consumers are not aware of the provisions of 
Sections 36 and 37 of the Combines Investigation Act. 

Presently, an advertiser who makes an advertising mis
take is only required to correct it in the next publi
cation. The advertiser does not have to submit a 
report to the government describing the basis of the 
ndstake. This survey indicated that, although most 
respondents do not know if the advertiser is required 
to do this, they feel the. company should be required 
to f11e such a report. If this was necessary, it is 
felt both advertisers and the media would have to be 
more cautious in the preparation of advertisements. An 
error would cause the party responsible for it the time, 
energy and cost to file the official report. 

Currently, it is very easy for an advertiser to make a 
mistake, temporarily gain some benefits, and place a 
correction the following day. A report filing pro
cedure would enable the Department of Consumer and 
Corporate Affairs to maintain a file on advertisers who 
frequently make ad errors. Steps could then be taken 
to investigate these advertisers to see if all e ~  

were honest mistakes. 

Although a large segment of consumers feel that adver
tising errors should be brought to the public's at ten
tion within one day of the mistake, or otherwise as soon 
as possible, they also believe that repeating the ad 
once is sufficient. This contradicts studies conducted 
by Dyer and Kuehl (1978) and Olson and Dover (1978) in 
the U.S. 

The majority of respondents believed that corrective ads 
were helpful but too small. The primary reasons for 
their size would be a matter of economics and the law. 
Legally, an entire ad does not have to be repeated in 
an advertising correction, just the portion of the ad 
that was inaccurate, along with the identity of the 
advertiser. If the advertiser was at fault, the 
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the correction is an expense to the advertiser. If the 
advertising medium was at fault, it costs the medium 
time/space and the revenue that could have been gener
ated by that time slot or space. As such, corrective 
ads are generally no larger than necessary as no parti
cular benefit is felt to be derived from them. 

Is this always the case, however? Most respondents 
indica ted that they have seen corrective ads from the 
stores at which they normally shop. Does this dis
courage them from shopping at these stores? The 
evidence is that it does not. In fact, the opposite 
may be the case. This study found that nine times as 
many respondents indicated that their opinion was more 
favorable towards advertisers after the appearance of 
a corrective ad than less favorable. The corrective 
ad brought about the impression of honesty through 
admitting openly to a mistake. As such, corrective 
ads may enhance the consumers' feelings toward the 
firm. This is an area that required further explor
ation. If ad corrections have the potential of 
enhancing the image of firms making the advertising 
error, it is possible that some other remedy to adver
tising errors is necessary. 

Summary 

This study has shown that Canadian consumers are not 
aware of the provisions of Sections 36 and 37 of the 
Combines Investigation Act. This situation is attri
butable to the lack of funds available to the Depart
ment of Consumer and Corporate Affairs to educate the 
public plus the lack of media exposure given to 
deceptive advertising cases as many of these adver
tisers are heavy media users. 

A major revelation from this study is that consumers 
tend to view a firm that makes use of an advertising 
correction more favorably. As a consequence, it might 
be hypothesized that a firm that frequently used cor
rective advertising could enhance its image with the 
public. Thus, the firm could get the benefit of the 
advertising error to draw traffic and create a favor
able image by afterwards admitting to the error. 

At this time, it seems appropriate that two studies 
should be undertaken. The first should examine con
sumer attitudes towards firms that make use of 
corrective advertisements to confirm or reject the 
findings of this study. The second should measure the 
attitudes of consumers towards firms identified in the 
advertising correction as being responsible for the 
error. If it is shown that identifying the party res
ponsible for the error is detrimental, maybe identifi
cation should be required. This would serve to over
come the temporary benefits gained through the 
advertising error. 

Finally, Canadian regulators should be closely monitor
ing the evolution of corrective advertising regulation 
in the United States. Recent FTC actions and their 
outcomes may provide insight to Canadian regulators as 
to appropriate courses of action. 
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II SIMUI./\'I'ION STUDY 011 THE REI./\TlONSIIll' llETWEgN 
AllVI•:H'I'ISIN(; AND Sl\I.I.I•:R CONCENTRATION 

Raymond L. Horton, Lehigh University 

Ab slrae L 

This experlnK·nt tests a model of the effects of adver

t ising on r irm and Industry profitability whleh argues 

that, uncier certain circumstances, advertising will be 

greater and profits less in less concentrated than 

more concentrated industries. This is the opposite of 

the hypothesis normally advanced by economists. The 

general hypothesis, but not the specific numerical pre

dictions, was supported. 

Introduction 

Several years ago I wrote a paper which used as its 
core concept a modification of the classic Prisoner's 
Dllemma problem to argue th:1t under certain circum

stances an "industry would tend to distribute its 
~n ia  profits to advertising as a direct mono

tonic function of the number of firms in the industry" 

f rlorton, 155]. This cone iusion, which is the opposite 

of what economists normally predict, is a straightfor

ward m<lthematlcal deduction based on some widely held 

beliefs rc'gardlng the role of advertising in distrib
uting prof its within certain, especially oligopolistic, 

inclust.ri<•H and th<• eompetltlVl' assumptions under which 
firms mak1• tlwlr advert Ising dL•clslonH. 

Although some highly sdective data using advertising 
to salPs as a surrogate for profit were offered as 

partial empirical support for the Prisoner's Dilemma 

model this earlier paper was essentially theoretical. 

This study attempts to partially validate the Prison
er's Dilemma model of the advertising decision via a 
simulation experiment. 

A Rev ll'W of the Mod<el 

This Sl'l'tlon bri<•fly reviews the very simplified model 

of the advertising d<•c i sion which :is suggested by the 

l'r.isoner',.; Dllemma problem. For a more detailed dis
c usslon s<ee . * 

The modl'l is as follows: Assume that some portion of 
lotal lnduslry prollls (1'), excluding advertising ex

pt!ndilurt!H (II), are flx<'d and distributed to then 
firms which !:omprlH!' the lndu,;try In direct proportion 
to each linn's advert.isl:ng ,;hare. Then profit,; for tlw 

!.th firm are 

''I 'i n 
~ A,+Ai 

j;ti J 

and an op tlmal dec is ion rule for the ith firm is 1 

l(l:A..) P -A 
J j 

(1) 

(2) 

It is assumed that should no firm advertise each firm 

*This rule assumes that profits attributable to adver

tising are independent of the firm's other decisions. 
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receives an equal share of the profit pool (P). 

The firm's advertising decision then depends on P, 

which is assumed constant, and ZAj , the advertising ex

penditure of all other firms in the industry. To ar

rive at a specific optimal advertising decision the 

firm must make some assumption about ZAj· One assump
tion which is often encountered in both the marketing 

and economic literature is that each firm assumes that 

in the long run every other firm in the industry will 

match their advertising expenditures. For our rather 
simple model it is assumed that this matching is on a 

dollar-for-dollar basis. Under these circumstances the 

optimal decision rule for the ith firm is 

(3) 

and total advertising expenditures will equal 

~ 
- n 2 J P (4) 

Thus, under the condi.tions posited, the industry will 

t<end to distribute its potential profits (P) to adver

tising as a direct monotonic function of the number of 

firms in the industry. 

Note that the results predicted by equations (3) and 
(4) depend on two distinct assumptions: (1) that pro

fits are distributed to firms accord:lng to equation (1) 

and (2) that each firm assumes that all other firms 

will match their advertising expenditures. Since our 
simulated environment will embody the first assumption 

it is only the latter assumption which is of interest 

in this experiment. The logical alternative to this 

assumption, of course, is that firms collude, spend 

nothing on advertising and split P equally. 

Methodology 

A computer marketing game was constructed to test the 

relationships among advertising, profits, and seller 
concentration predicted by equations (3) and (4). Sub

jects were 145 students tn the author's undergraduate 
lntroductory marketing course. Each student repre

sented one firm and firms were placed into 2, 4, 6, 
and 8 firm industries. There was also one 9 firm in

dustry which was composed of students entering the 

course late. Data for this one 9 firm industry is pre

sented in the results section but is excluded from the 

statistical analysis. After two warm up decisions the 

simulation was restarted and students made 10 consecu

tive sets of decisions on a once per week schedule. 

Students were informed that their performance would be 

judged on cumulative profits over the 10 week period 

and that the simulation was worth 10 percent of their 
course grade. 

The problem facing each firm was to determine a profit 

maximizing marketing mix. The cost side of the profit 

equation was kept deliberately simple and certain. 
Fixed costs were $38,000 per period and each unit sold 



cost $100. No other production or inventory costs were 
included in the model. Thus once a firm forecasted its 
estimated quantity sold, as a function of its market 
mix decisions, its costs and profit were also identi
fied. 

The marketing mix consisted of price, distribution, 
product quality, and advertising. Quantity sold due to 
advertising was calculated separately from the other 
marketing mix elements. Quantity sold due to these 
other marketing mix dec is ions was calculated according 
to a constant elasticity of demand equation which is 
discussed in detail by Kotler. For our purposes we 
can simply note that this demand equation contains no 
competitive effects and has a known profit maximizing 
solution. 

In accordance with the requirements of the theoretical 
model profits attributable to th<• firm's advertising 
decision were distributed according to each firm's ad
vertising share for its industry. Since student grades 
were dependent upon their prof it performance it was 
deemed desirable that firms in industries of different 
sizes should receive the same profits when all firms 
make the same dollar advertising decisions. This was 
felt to be especially important for the benchmark case 
where no firm advertises. Using this logic the pot"en
tial period profit pool for each industry was set at 
n • $16,335, where n is the number of firms in the in
dustry. Assuming an optimal marketing mix, including 
zero advertising, the profits attributable to adver
tising are approximately 20 percent of total firm pro
f lts. * Increasing the potential profit pool in propor
tion Lo the number of firms in the industry produces 
certain changes in equations (3) and (4) but does not 
alter the basic prediction that firms will transfer 
their potential profits to advertising as a direct 
function of the number of firms in the industry. More 
specHieally, equations (3) and (4) predict that both 
firm and industry advertising will bl' greater in less 
concentrated industries, that total industry profits 
will be $16,335 per period and since the less concen
trated the industry the greater the number of firms 
these prof its will be divided among firm profits will 
be less in less concentrated industries. 

Although profits attributable to advertising were cal
culated separately from profits attributable to other 
marketing mix decisions firms received only a single 
combined figure for period and cumulative profits. 
Firms also received each period a statement of price 
for each firm and average firm expenditures for each 
industry for the remaining marketing mix variables. 
Finally, fi.rms knew how many firms were in each indus
try but were not told how this affected their profits. 

Results 

Table 1 presents the results of the analysis of the 
level of cumulative firm profits attributable to the 
firm'" advertising decisions.** The general hypothesis 

*Since it is quite likely that the size of profits due 
advertising relative to total firm profits would affect 
firms' behavior it would have been desirable to include 
this factor in the experiment. The available pool of 
subjects, however, would not permit this factor to be 
included ln the experimental design. 

**Since the sum of prof its a tlributable to advertising 
and advertising for any industry is a constant, a find
ing that average firm profIts decline with decreasing 
industry concentration implies that potential profits 
are being transferred to advertising. 
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TABLE 1 
FIRM CUMULATIVE PROFITS AS A 

FUNCTION OF INDUSTRY SIZE 

I. Descriptive Data 

Number of Number Mean Profits Range of Profits 
Firms in of Due Due Advertising 
Industry Firms Advertising Minimum 

2 14 - 27,205 -439,538 
4 32 - 55,311 -182,381 
6 42 - 83,612 -266' 971 
8 48 -109,199 -328,785 
9 9 - 53,042 - 72,272 

Grand Mean 145 - 76,262 

II. Analysis of Variance* 

Source of Degrees of F 
Variation Freedom Ratio Eta 

Number of 
Firms in 
Industry 3 7.17** 

Error 132 

*Excluding one industry with 9 firms. 
**Significant at .001. 

.374 

Maximum 

73,423 
12,071 

- 1' 21 7 
- 8,630 
-33,739 

that profits will be lower in larger industries is 
strongly supported. In all industry sizes, however, 
average firm profits from advertising decisions were 
negative. Indeed, over most of the simulation the ad
vertising expenditures were at such a level that almost 
all firms would have maximized profits, assuming their 
competitors did not alter their advertising expendi
tures, by spending nothing on advertising. 

This lemming like behavior of firms with respect to the 
advertising decision is in marked contrast to the be
havior of firms in making all other marketing mix de
cisions. Over the 10 decision periods average firm 
profits attributable to non-advertising decisions were 
approximately 84 percent of maximum attainable profits. 
The level of these non-advertising profits were unre
lated to industry concentration (F = .18, a > .9) and 
the two components of total firm profit were not corre
lated (r = -.002). 

Figure 1 places a somewhat different perspective on the 
data by displaying average advertising expenditures per 
firm for different size industries over the 10 de
cision periods. Figure 1 reveals a number of interest
ing behavior patterns. First, is the rather large ad
vertising differences among industries of different 
sizes in the early decision periods. Second is the 
difference in the slope of the advertising expenditures 
over time for industries of different sizes. With the 
exception of period six the line for two firm indus
tries is virtually flat. For the eight, and the one 
nine, firm industries there is a very sharp fall over 
the first few periods. For the four and six firm in
dustries there is a tendency for advertising expendi
tures to rise initially and then decline very slightly 
over the remaining periods. Third, by period 10 the 
different size industries are clustered in three groups 
with eight firm industries spending far more than two 
firm industries on advertising. The one nine firm in
dustry is grouped with the four and six firm industries 
at an intermediate advertising level. Finally, it ap
pears that two firm industries, and possibly four and 
six firm industries, have reached an essentially stable 
rate of advertising. The eight firm industries, how
ever, are clearly continuing to decrease their rate of 



FIGURE 1 

AVERAGE FIRM ADVERTISING EXPENDITURES 
BY INDUSTRY SIZE AND DECISION PERIOD 
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advertising expenditures. Whether they would eventu
ally reach the advertising level of more concentrated 
industries unfortunately cannot be predicted. 

D lscusslon 

The data clearLy support the general form of the rela
tionship between industry concentration and industry 
profitability. It is equally clear, however, that the 
specific predictions of the model failed to be con-
f i.rmed. The magnitude of the overexpenditure on adver
tising is surprising. One index of the magnitude of 
this ovc•rspendi.ng is quite revealing. From equation 
(2) we can ca I culate the optlm<!l advertising expendi
ture for c•ach firm. This, of course, presumes :know-
! edge which the firms could possess only approximately 
at best. Even so most firms could have increased their 
total profits by simply reducing their advertising ex
penditures to zero. The specific figures, with indus
try size indicated in parenthesis, are 7% (2), 50% (4), 
67% (6), 84% (8), and 100% (9). 
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6 7 8 9 10 

Period 

Obviously, there are many potential explanations for 
the results obtained. Part of the explanation is very 
likely due to the use of undergraduate students en
rolled in a marketing course. Part of the explanation 
may be due to the specific levels chosen for the para
meters of the model, e.g., size of the potential pro
fits from advertising, specific industry sizes inves
tigated, and the specific procedures and conditions 
under which the experiment was conducted. 

In spite of these limitations the experiment lends ad
ditional support to the hypothesis that, under certain 
conditions, more concentrated industries will spend 
less on advertising whose only purpose is to dis
tribute profits to firms. 
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COMPARATIVE ANALYSIS OF ADVERTISING AGENCY 
SYSTEMS IN MULTIPLE ENVIRONMENTS 

Erdener Kaynak, Mount Saint Vincent University 
Lionel A. Mitchell, Acadia University 

Abstract 

The purpose of this paper is to compare the 
role and functions of advertising agencies 
and client relationships in Turkey and Canada. 
The paucity of cross-cultural studies in 
advertising seemed to indicate a large poten
tial gain from pursuing such studies as the 
present one. The two countries represent 
different stages of development. It is hoped 
that this study contributes to our understand
ing of advertising agency-client relationships 
such that advertising management in the two 
~a e countries can be more effective. 

Introduction 

Advertising as it is practiced in Turkey today 
is in a stage of rapid development as 
evidenced by the increased number of agencies 
and total billings in the last decade. In 
fact, the broader function of marketing 
management, of which advertising and promo
tion are an integral part has been accepted as 
a top managerial activity by a limited number 
of companies only within the last decade. 
Whereas in Canada, advertising has received 
significant attention as a managerial function 
since the end of World War II. For instance, 
in 1950 Canadian advertising revenues were 
$235 million and represented 1.2% of the GNP. 
Today, advertising revenues approached $3,753 
million and represents 1.3% of the total GNP. 
Canada ranks sixth in total advertising 
expenditures behind the United States, Japan, 
West Germany, the United Kingdom and France. 
However, on a per capita basis, Canada ranks 
third behind the United States and Switzerland 
(MacLean-Hunter, 1978). 

The emerging pattern in allocation of adver
tising expenditures is the pronounced rise in 
the level of expenditures as a percentage of 
the GNP in the low-income countries compared 
to the high-income ones(Hornik, 1979). In the 
former one, advertising expenditures generally 
run about 1% of the national income, while at 
the upper end it approaches 3%. Furthermore, 
many of the expenditure ratios are indicative 
of the systematit relations between economic 
development and advertising. It is firmly 
established that advertising expertditures are 
lower in developing countries than in the 
economically more advanced countries. This 
generalization holds in terms of both per 
capita advertising expenditures and advertis
ing as a percentage of Gross National Product 
(Simon, 1970). Table 1 shows comparative 
figures of advertising expenditures for Turkey 
and Canada over a period of ten years(Starch 
lnra Hooper, 1979). 

There is a progression in the structural 
aspects of marketing that causes the differ
ences in the overall level of expenditures. 
For example, one country, Turkey, is develop
ing whereas Canada is developed and per capita 
income of Turkey in 1977 was $1281 compared to 

247 

Canada 
Turkey 

TABLE 1 

REPORTED MEA'>URED MEDIA 
~  EXPENDITURES(a) 

(IN MILLIONS OF U.S. DOLLARS) 

1968 
623.T(b) 

43.5 

1974 
1.246.2(b) 

138.4 

1970 
762:7{b) 
41.2 

1976 
1.737.3(b) 

209.0 

1972 
908,5(b) 

62.0 

1977 
1.699.8(b) 

107.0 

(a) advertising expenditures in print, 
"outdoor and Transportation", cinema, radio 
and television, where these media are avail
able for advertising. 

(b) expenditures for cinema not reported. 

$8,970 per capita income in Canada. Further
more, in the same year, advertising expendi
tures in Turkey totalled $107 million compared 
to Canada where it was $1,700 billion. In 
1977, per capita advertising expenditures in 
Canada was $99.00 whereas the corresponding 
figure for Turkey was $3.51. The relationship 
of advertising expenditure to the GNP is 1.3% 
and 0.32% respectively. 

In less-developed countries like Turkey, goods 
are purchased and marketed to meet a limited 
group of known needs and the prevailing 
seller's market conditions do not stimulate 
the need for advertising on the part of the 
sellers. Under such conditions, firms in 
these countries may be tempted to let their 
products sell themselves and they see rela
tively little need for advertising. In a 
developed country like Canada, however, these 
conditions change, creating the needs for 
advertising. Buyers have enough money as well 
as the intention to be selective in their 
purchasing, so advertising is used to influ
ence them to buy the output of a particular 
maker. The purpose of advertising in a dev
eloped economy like Canada is to create brand 
insistence for products of a particular manu
facturer or seller. When the producer is 
separated from the consumer by widening levels 
of middlemen, the producer often turns ~ 
advertising to stimulate demand. As products 
increase in complexity, buyers seek informa
tion to help them in their decision making. 
Consequently, sellers employ advertising to 
present facts and arguments to the consumer 
(James and Lister, 1980). 

There are benefits to be derived from a com
parative study of advertising utilizing dev
eloping and a developed economy. Such 
benefits can transcend themselves into more 
effective macro-managerial advertising 
decision making in both countries. The tre
mendous growth in international business 
represents one of the most dramatic and signi
ficant world events of the last decade. 
Hence, marketers have shown an abiding 



interest in their international advertising 
performance. Firms, in the{r desire for 
expansion and foster growth, often move from 
developed to developing countries. However, 
such firms must be conscience of the differ
ences and the degree of adaptation required to 
make the advertising in one country acceptable 
in another. 

Background 

It has been argued that there is a close simi
larity of Turkish TV commercials to those of 
Western countries including Canada(Karp and 
Gorlick, 1974). This similarity lies partly 
in the themes used in advertisements and 
partly in the techniques of presentation. 
lntuiti.vcly, one would have expected these two 
uspectn of advertising to be different in two 
different socio-economic and cultural environ
ments. However, similarities might be 
e ~ aine  by the fact that most Turkish adver
tising agency owners and/or managers were 
American educated; thus, they have developed 
advertising themes, copy and gimmicks similar 
to the ones used in North America(Yavas and 
Rountree, 1980). 

Whether in a developed or developing-economy 
advertising seeks to perform certain basic 
functions. These include informing, influenc
ing and persuading. Therefore, the larger 
meaning conveyed to most people is that 
receivers of any advertising message, however 
different their cultures and traditions may 
be, seek to improve their knowledge of the 
company and its products to facilitate their 
decision making. For this reason, a major 
challenge for Turkish and Canadian business
men is to devise increasingly more efficient 
ways of informing consumers about products and 
services, increase the efficiency of the 
exchange transaction process and deliver an 
improved standard of living to society. In 
this process of transformation, the role of 
advertising is to bridge the communication gap 
between consumers and the businessmen. Themes 
and technique nf presentation are augmented in 
this tusk by good advertising agency-client 
relationshipH. 

Companies which manufacture goods for sale in 
a developing country like Turkey have natur
ally made use of promotional e ni ~e  which 
have originated elsewhere. In practice, the 
techniques of promotion have been applied by 
multinational companies in environments dif
ferent from those irt which they were initially 
developed. In a less-developed environment 
like Turkey, the consumer is likely to be more 
affected by individual brand promotions, 
whether in the form of advertising, personal 
selling or point of purchase display, than his 
counterpart in a more wealthy society like 
Canada where consumers have developed a 
certain skepticism about advertising. 

Research Methodology 

This descriptive research study compares 
advertlHing agency-client relationships in two 
diverse cultures. The paucity of comparative 
studieH in advertising seemed to indicate a 
large potential gain from pursuing such 
studies as the present one. The two countries 
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involved represent different stages of socio
economic, cultural, technological, marketing 
and advertising development. It is hoped that 
this study will contribute to our understand
ing of advertising agency-client relationships 
such that advertising management in the two 
countries can be more effective, 

The data for the Turkish part of the study 
were collected in the summer of 1979 in the 
two largest cities of Turkey namely Istanbul 
and Ankara. Extensive interviews were held 
with owners and/or managers of the four lead
ing advertising agencies of Turkey which 
accounts for more than 65% of the total bill
ings.* Additional information was gathered 
from the Turkish Advertising Association and 
the State Planning Organization. Canadian 
data were collected in 1979-80 from various 
sources including the four largest advertising 
agencies·** 

Functions of Advertising in a Developing 
And a Developed Economy 

One of the definitions of the word marketing 
is the delivery of a standard of living to 
society(McCarthy, 1979). In the same spirit, 
advertising may be defined inter alia as the 
means by which, through the mass media, 
messages about higher standards of living are 
communicated to society. Both functions may 
be viewed as positive forces for the better
ment and advancement of people's lives and in 
the building, strengthening, and modernizing 
of a nation(Hendon, 1975). However, from a 
business perspective, advertising has differ
ent impacts on individuals in the two coun
tries studied. Different impacts arise from 
differences in stages of development and 
affluence in the respective countries and the 
needs of the people. 

As a country such as Turkey moves from a stage 
of underdevelopment to a stage of development 
such as in Canada's case, a need develops for 
the public to be informed about what companies 
exist and the products they produce(Karp and 
Gorlick, 1974). Because of the prevailing 
sellers' market conditions in Turkey, many 
private and public companies do not advertise 
at all. They trust individual salesmen to 
carry out the whole marketing function on 
their own, unlike in Canada. The reason for 
this difference is that source credibility 
looms larger in the decision process of con
sumers in less-developed countries where each 
decision assumes a higher risk and consequent
ly the fear of failure is greater. Many Turk
ish companies which do advertise, unlike many 
Canadian companies, have no clear goals. They 
have no precise sen•e of what their advertise
ments are designed to accomplish or the part 

~ e four leading Turkish advertising agencies 
are an i ~  Yeni Ajans, Martajans 'and 
Moran. 

**The four leading Canadian adv,rtising 
agencies are MacLaren, J. Walter Thompson, 
Foster Advertising and i~  Brown. 



they are to play in a marketing and promotion
al program. The type of advertising copy used 
by most Turkish companies does not really tell 
what the products cost, where they can be 
obtained, what the consumer is to do with them 
or what their quality is(Mesci, 1974). This 
is due to the production stage of marketing in 
Turkey where the emphasis is on generic pro
ducts and the demand for most consumer and 
industrial products exceeds the total supply. 
Competition is not as fierce as it is in 
Canada where there is great differentiation of 
products which are assisted in this process by 
advertising. 

In developed countries such as Canada, adver
tising copy in general contains more writing 
and technical information due to a higher 
level of literacy and education. On the 
other hand, in developing countries such as 
Turkey, advertising copy contains very few 
iechnical arguments. There are a number of 
reasons pertaining to this fact. Comparative 
shopping practices are very low in Turkey 
and the general level of education is not 
high. Unlike in Canada, most of the advertis
ing copy used by the Turkish agencies are 
persuasive in nature rather than being inform
ative. However, there is a movement for more 
information in company advertising dealing 
with product content and labelling. This has 
caused a decline in comparative advertising 
and an increase in informative advertising. 
This illustrates that most Turkish advertising 
agencies do not appreciate fully the expecta
i ~  and needs of people on the receiving 

end of their messages. Consequently, adver
tising is often misdirected and the target 
audience is not reached efficiently. 

Structure of Turkish and Canadian 
Advertising Agencies 

Whereas advertising agencies in Turkey are 
classified as commission agents by the Turkish 
Chambers of Commerce; in Canada, there is no 
official body which classifies an advertising 
agency in a similar manner. However, Canadian 
advertising agencies operate both on a commis
sion and fee basis. In Turkey, advertising 
agencies concentrate solely on the advertising 
function whereas in Canada advertising agen
cies also perform certain ancillary functions 
to advertising such as market research and a 
fairly well rounded variety of services. 
These ancillary functions are more prevalent 
in the case of larger Canadian advertising 
agencies. This indicates that advertising 
agencies in Turkey are still at an early stage 
of development and more important it indicates 
the greater impact of regulation in the case 
of Turkey(Milton, 1976). 

In Turkey, advertising agencies are generally 
concentrated in the largest cities where some 
80 per cent of the manufacturing activities 
take place. Whereas in Canada advertising 
agencies are found in areas of market concen
tration. In 1961, there were some ten adver
tising agencies operating in Turkey in addi
tion to forty radio time and press space 
buyers. In addition to this, there were 
artists' studios for illustrations and sign 
production which included all the facilities 
for making neon signs. During this early 
period, most of the large Turkish companies, 
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both private and public, prepared their adver
tising copy themselves and relied on advertis
ing agencies to a limited degree. The Turkieh 
Press Advertising Authority(Basin Reklam 
Kurumu) was established by law in 1960 to 
assume control over the allocation of state 
advertising in the press. 

Today, advertising practices, as an organized 
activity, is in a process of rapid change and 
the number of advertising agencies has prolif
erated in the last decade. There are now at 
least fifty specialized advertising a~en ie  

carrying out the advertising activity and 
capable of fully satisfying the needs of any 
firm which wants their goods or services 
advertised. The current (1977-1978) Istanbul 
Telephone Directory lists in the yellow pages 
the names of ninety-seven firms under the 
title of advertising agencies. The number for 
Ankara, the Capital, is seventy-six. Also 
included in this number are the firms that 
deal exclusively with radio advertising, 
serigraphy, outdoor billboard production, 
film/slide production for cinema advertising 
and small scale commission-based on firms 
that place classified ads in the newspapers. 
In 1977, for example, 90 per cent of the 
total 815 million T.L. worth of press adver
tising was billed by only nine leading 
advertising agencies of Turkey. Of the total 
815 million T.L. press advertising, government 
advertisements summed 26%, classified adver
tisements 3%, and the commercial advertise
ments accounted for 71%. 

In Canada, Standard Industrial Classification 
under advertising agencies include billboard 
and outdoor display services, advertising on 
transportation facilities, sign painters, 
commercial artists and direct mail and door
to-door advertising firms. In 1960, there 
were some 131 advertising agencies operating 
in Canada. Today, there are over 300 agencies 
operating in Canada which produced a total of 
$3,753 million dollars worth of gross revenues 
in 1980(MacLean-Hunter, 1980). The trans
national advertising agencies have moved into 
and virtually taken over the advertising 
markets in most provinces of Canada. Further
more, the rapid growth in advertisins activi
ty has meant heavy pressures on the mass media 
which serve as the critical link between the 
manufacturers and the eyes and ears of the 
consumer. The expansion of production and 
advertising budgets surpassed the available 
time and space in the media. Media costs are 
driven up, leaving the transnationals as the 
major buyers of valuable media time and space 
(Janus and Roncagliolo, 1979). 

Performance of Advertising Agencies 
in Turkey and Canada 

The four leading Turkish advertising agency 
managers interviewed believe that advertising 
is defined often by their clients as origin
ality, novelty or something new and different. 
However, this has little connection with the 
overall objectives of their company's adver
tising policies. Thus, Turkish advertising 
clients often confuse mere novelty with sound 
marketing communication. Creativity in adver
tising is linked to benefits sought by the 
consumer, not what appeals to the advertiser 



seek.ing udvl,rtlsements tl1at simply look <lif

erent or HLarLJing. Canadian advertl8ing 
agency manager" are very concerned with the 
effectivene8s and efficiency of advertising as 
opposed to mere novelty in advertising. 

Some executive members of the Turkish Adver-
t is 1 n !1. As EJ" '· L1 t Jon have in d 1 c 11 ted that many 
companies' advertising and marketing policies 
dre unduly conservative. That is, they are 
apt to advertise only if their competitors do 
and/or in the manner of their rivals. The 
lack of independent advertising initiative 
among some Turkish businessmen seems to sug
gest one reason for the high product mortality 
and business failure among indigenous busi
nesses in Turkey which do not try to differ
entiate themselves or their products. For 
this reason, advertisements of the future in 
less-developed countries should be informative 
in nature but limited to company and the bene
fits it provides(Leff and Farley, 1980). 

Whereas in Turkey advertising agencies are 
directed and managed mostly by a single pro
prietor, in Canada advertising agencies are 
part of large multinational advertising units. 
Recently, with increased specialization and 
division of labour in the manufacturing sector 
of Turkey, advertising agencies have realized 
that they must plan and coordinate their 
activities to maintain their volume of busi
ness. In the early stages this movement was 
rather slow and advertising agencies had 
functional specialization of technical and 
administrative activities. Today, one could 
easily observe the improved specialization in 
the activities of large Turkish advertising 
agencies like Man-Ajans and Fulmar along 
functionul and product lines. Perhaps in the 
future as the economy develops and very large 
companies emerge, one could expect speciali.za
tion along customer liue8 also, as is the ease 
in developed countries like Canada. 

Whereas competition for clients among adver
tising agencies in Canada is fierce, most 
advertising agencies in Turkey get more bus
iness than they can handle. Turkish agencies 
try to maintain the status quo and are not 
interested in growth opportunities. This 
attitude is explained for the most part by the 
constraints imposed by the Turkish Radio and 
Television Authority, a semi-government agency 
which fixes the total advertising time allot
ment for each advertising agency on its spon
sored and spot announcement advertising pro
grams. For instance, each advertising agency 
is only allowed to place a maximum of ten 
minutes in any advertising network. 

Advertising Agencies - Client Relationships 

Advertising agencies use one of three differ
ent methode in obtaining their advertising 
jobs. These are: a) Advertising agency finds 
the client, b) The client comes to an adver
tising agency, c) Sub-contracting. However, 
there are differences in the mix of these 
three factors in the two countries. In 
Turkey, most advertising companies use a 
combination o [ these methods. The· sub-con
tracting system is used when the agency which 
had obtained the job originally does not have 
the specific time and media program slot which 
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is desired by the client. In this case, 
another advertising agency which has the 
udvertising time in that slot is given the 
job. This is different in Canada where the 
Canadian Radio and Television Corporation 
might stipulate the total advertising time 
but not the allocation of that time among 
advertisers. 

Large Turkish advertising agencies are the 
only ones able to place advertisements 
directly with the mass media because of a 
size requirement for direct placement. 
These agencies accept notes from clients but 
pay in cash to the media owners. The agen
cies receive a rebate from the media in 
proportion to the quantity and size of the 
advertisements placed. In the division of 
the commission which generally amounts to 25% 
the large agencies, who alone are allowed to 
place advertisements directly, retain 5-10% 
of the commission and pass on 15-20% of the 
rebate to the small member agencies who had 
received the original assignment. Neverthe
less, these may, in turn, allow a rebate to 
the advertisers. While the smaller agencies 
through this system are assured of 15-20% 
commission which would not have been received 
otherwise, major agencies nevertheless get an 
extra 5-10% commission on a ready copy. The 
system provides the major agencies with a 
number of new accounts, frequent appearances 
on mass media and consequently a certain 
degree of dominance in the market, This sys
tem persists through passing rebates down the 
line in a form of a hierarchy; thereby enabl
ing agencies at the bottom to work with 
little or no capital. This creates a potent
ially dangerous chain of financial depend
ence. Advertisers, of course, perform other 
services in which case they charge for 
services rendered on a cost-plus-fee basis. 
In Canada, on the other hand, there is some 
sub-contracting of work but not as extensive 
as in Turkey where the size constraint oper
ates. 

In order to achieve the advertising goals of 
the client, there has to be a very good 
coordination and effective communication be
tween the advertising agency and its client. 
When we look at the relationships from a 
client's perspective, most advertising 
clients in Turkey require low cost advertis
ing and want to see the immediate positive 
effect of advertising on their compa,nies' 
sales. The expectations of clients both in 
Turkey and Canada is that the advertising 
expenditures and programs would increase 
their sales. However, there is a difference 
in the time factor of this expectation, that 
is, Turkish companies expect immediate 
results whereas Canadians, being more know
ledgeable about advertising and having more 
experience with it, are not as obsessed with 
the immediacy of the results except in spec
ial cases. Thus, advertising campaigns which 
have a longer time dimension are more preva
lent in Canada than in Turkey. 

According to the latest report of the Turkish 
advertising agencies, most advertising agency 
executives believe that Turkish advertising 
clients should have a clearer idea of whom 
they are trying to reach, the composition of 
their markets and media audience(Gorus, 1978), 



Many Turkish advertising clients do not know 

what their advertising is going to achieve in 
the market place. In Canada, the clients are 
much more definite about what they want their 
advertising to achieve and they have a much 
clearer view of their customers. Their adver
tising plan and program are derived from their 
larger marketing plans. 

Services Offered By Turkish and Canadian 
Advertising Agencies 

In the development of advertising agency 
systems, there seems to be a life-cycle phen
omenon(Mitchell, 1979) whereby agencies go 
through a three-stage process. These stages 
are: boutique type agency stage, specialty 
type agency and full-service agency stage. 
The first, boutique stage consists of small 
agencies entering the market to provide a 
specific function that being the creation of 
advertisements. The second stage involves an 
expansion of the service to include not only 
the creation of the message but also the 
placement of it. The final stage involves 
even more activities covering the market such 
as marketing research, testing of concepts and 
consumer profile analysis. The full-service 
agencies may have specialty type departments 
as well as boutiques (Figure 1). 

When we examine the so-called life-cycle phen
omenon of advertising, Canadian and U.S. 
advertisers seem to follow a "specialty shop
full-service agency-specialty shop" trend, the 
latter stage being manifested through the 
shift of advertisers to creative boutiques and 
the like. When the cycle is expanded by com
paring it to the apparent trend in Turkey and 
other developing countries we see that adver
tisers are set to follow the full circle 
rather than skip the "full-service agency" 
step. 

FIGURE 1 

LIFE-CYCLE PHENOMENA OF ADVERTISING 
AGENCIES IN DIVERSE CULTURES 

Persuasive & 
a Reminder 

Exun1ple -UNITED 
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One would expect that a large advertising 
agency, given the size, managerial expertise 
and research capabilities, would be qualified 
to advise and assist the client concerning the 
specifications of distinct qualities for any 
product as well as the marketing strategies to 
adopt. In a study by Deligonul (1980) Si% of 
Turkish advertising agencies contacted indi
cated that they studied clients' products 
fully in order to determine their distinct 
advertisable qualities. Thirty-five percent 
of the agencies reported that they studied 
market positions of rival products and 45% of 
the agencies reported that they conducted 
activities to study present markets. 

Both in Turkey and in Canada, the effective
ness in planning an advertising campaign is 
heavily dependent on the quality of findings 
and analysis of the research and studies to 
which reference has already been made. This 
information helps not only in the formulation 
of a campaign plan but also in other areas of 
marketing. Therefore, it is essential for the 
advertiser and the advertising agency alike to 
take responsibility and to work in close col
laboration to maintain the flow of high qua
lity information. This had been a moot point 
not too long ago, since the research methods 
utilized by the Turkish agencies generally 
involve simple analysis of secondary data or 
simple tests conducted in local, small scale 
panels. Some large Turkish advertisers 
however, have redeemed themselves from this 
deficiency by subscribing to marketing 
research programs carried out by independent 
marketing research companies. In Deligonul's 
study (1980), it was reported that all adver
tising agencies drew up campaign plans com
plete with schedules, timings and estimated 
costs. 

Almost all Turkish advertising agencies pro
vide creative services. These cover not only 
copy writing, designing, layouts, typography 
and script writing but also point-of-sale 
displays, exhibitions, package designing, and 
other similar activities. About 10% of the 
Turkish advertising agencies have the 
resources and facilities to offer full produc
tion service in a way such that they can carry 
out all phases of production from beginning to 
completion. It is generally believed that the 
quality of the creative services in Turkish 
agencies has improved since the establishment 
of an Advertising Department in the Academy 
of Fine Arts. This class of services is the 
main one Turkish agencies hope to emphasize 
to clients. 

It is very important that an advertising 
agency should be in a position to give the 
advertiser unbiased advice on the choice of 
media best suited to meet the client's speci
fic goals. Ninety percent of the agencies 
reported that they had an adequate knowledge 
of the media. However, their "knowledge" was 
based largely on past experience and intuitive 
evaluation. Turkish agencies offered services 
on arrangement of the booking and purchase of 
time and space. Also, 85% of the agencies 
offered services which included routine 
matters of voucher checking and arranging 
payments direct to media suppliers. Some 80% 
of the advertising agencies supervised, 
checked and verified advertising campaign 



implementation. 

When we look at the system in Canada, almost 
every agency admitted having adequate know
ledge of the media. Canadian advertising 
agencies collect the billings and remit the 
appropriate amounts to the media. 

Summary and Conclusions 

In general, it would seem that there are some 
factors which should account for differences 
in advertising agencies-client relationships 
in a developing and developed economy. 
However, these differences, although signifi
cant in absolute terms, w·ere not as large in 
relative terms. This was in part accounted 
for by what might be considered a contamina
tion factor or demonstration effect resulting 
from Turkish advertising agency manager's 
an~  owner's North American education. 
Nevertheless, there were differences in terms 
of certain advertising functions performed 
and the attitude of businessmen in the two 
countries to the practice of advertising. 
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THE USE OF BLACKS IN MAGAZINE ADVERTISING: 
SOME CHANGES IN THE 1970 to 1980 PERIOD 

Christie H. Paksoy, University of North Carolina at Charlotte 
Thomas H. Stevenson, University of North Carolina at Charlotte 

Abstract 

The black consumer is becoming increasingly important 
to marketers of consumer products. This importance 
can be seen in increases in numbers of black consumers 
as well as in increases in their discretionary purchas
ing power. To determine if these increases are re
sulting in greater use of black models in advertise
ments appearing in mass circulation magazines, a study 
was conducted on print media for the years 1970, 1975 
and 1980. Additional issues examined in the study 
were the roles depicted by blacks in subject ads, and 
the products with which they were associated. The find
ings indicate that although blacks are now portrayed 
more frequently than in the past, marketers continue to 
underplay the significance of this important consumer 
segment. 

Introduction 

The economic importance of black Americans as a con
sumer group should not be overlooked given recent popu
lation and socioeconomic developments [11]. In ~  

there were over 25 million black Americans with an ag
gregate personal income of almost $70 billion. This 
represents 11.7 percent of the population, the largest 
non-white segment, and 15.0 percent of the U. S. person
al income for 1978 [10]. Moreover, population growth 
in this market segment has exhibited a steady growth 
pattern since 1950 [10]. 

Black consumers are an especially important group to 
manufacturers of products such as cooked cereals, syr
up, soft drinks, alcoholic beverages, clothing, shoes, 
and canned luncheon meat, since they purchase these 
products out of proportion to their numbers. Moreover, 
the black consumer tends to be more brand conscious 
than other consumer groups, favoring more popular 
brands in the product class, and more brand loyal [1]. 
These characteristics combined with increases in popu
lation and purchasing power of the black consumer serve 
to emphasize the importance of developing marketing 
communications that are able to reach and influence 
this market segment. 

In developing advertising for the black segment, previ
ous research emphasizes that importance of using black 
role models [2, 5, 7]. This finding appears to be gen
eralizable to both TV and print advertising. Specifi
cally, Gibson [5] and Choudhury and Schmidt [2] found 
that the use of black models in print ads is so import
ant that it may determine to a great degree who gets the 
black segment of the market. Likewise, Schlinger and 
Plummer suggests that TV "commercials which use black 
models are more meaningful to black viewers than all
white commercials. Black respondents clearly favored 
the black-cast commercial over the white-cast commer
cial; they appeared to emphathize more with the charac
ters and to react more positively to the advertised 
brand." [7, p.l53] Horeover, two of the studies ob
served no adverse affect of the use of black role ~ 

dels on the white market [2, 7]. 

Although black role models appear to be important in 
effectively directing marketing communications to the 
black market segment, previous research indicates that 
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few advertisements employ black models and that those 
that do, portray blacks in low status roles. Specifi
cally Shuey, King and Griffith [8] observing adver
tisements in six mass circulation magazines from ~  
to 1950 found that black models represented less than 
one percent of all advertisements and that 80 percent 
of the blacks pictured were portrayed as cooks, maids 
and servants. 

Cox [4] in a partial replication of the Shuey, King 
and Griffith [8] study considered magazine advertising 
during the period 1967 to 1968. He found that while 
the number of advertisements portraying blacks had 
changed little (i.e. from one percent to two percent) 
since 1950, the role of the black had changed, Spe
cifically, he observed more than 55 percent of the 
black adults in entertainer, sportsman, professional, 
business, student or clerical roles. However when the 
Cox study was replicated by Colfax and Sternberg [3] 
in 1970, they found that 40 percent of the blacks 
pictured in the advertisements were on record album 
covers. The other black models were portrayed most 
often as "token blacks", children or welfare/charity 
recipients. 

Kassarjian [6] in 1969 considered advertising in mass 
circulation magazines from 1946 to 1965. He observed 
a U-shaped frequency of blacks in advertisements. 
That is, the use of blacks in advertisements declined 
in 1956 and increased in 1965 but only to its 1946 
level. However, he found that blacks were portrayed 
with higher occupational status even though they were 
"seldom found in conventional middle-class settings" 
[6, p.29]. 

Finally, Stutts and Pride in a partial replication of 
the Kassarjian study found that advertisements using 
black models increased significantly from 1965 to 1970 
but then leveled off. [9, p. 261] However, they did 
not consider the role of the black model in the ob
served advertisements during the 1965 to 1970 period, 

To determine the present status of blacks in print 
media advertising, a study was undertaken as described 
below. The purposes of this study were: 

1. To determine the frequency of use of black 
models in mass circulation magazine adver
tising. 

2. To determine the role depicted by the black 
models in print advertising. 

3. To determine if advertising using black models 
is associated with a particular product or 
service. 

Methodology 

The mass circulation consumer magazines selected for 
this study were Better Homes and Gardens, Reader's 
Digest, Sports Illustrated, and Times. Tpey were se
lected because of their availability over theperiod of 
the study, 1970-1980, and because of their high circu
lation and broad segment appeal, 



All advertisements in each magazine were reviewed 
quarterly for the years 1970, 1975, and 1980. In the 
case of the monthly publications, the issues reviewed 
were January, March, June and October. These months 
were selected to avoid issues with abnormally high and 
non-representative advertising frequencies such as pre
holiday, back-to-school, aad so forth. In the case of 
Time, the first weekly issue in the subject month was 
viewed. 

Ali advertisements that included people in the select
ed media, were viewed. Drawings, cartoons, and pic
torial ads not including people, were not considered. 
ln each ad containing people, the ad was reviewed to 
determine number of bla..:ks shown in the ad, the role 
portrayed by the black if one or more were present, 
and the product being advertised if a black were used 
in the ad. 

The magazines reviewed were obtained in the Piedmont 
area of North Carolina, thus they may contain slight 
regional variations from issues that would be avail
able elsewhere. No attempt was made to control for 
this possibility. Also, no attempt was made to con
trol for duplicate ads either within or between publi
cations. 

Findings 

Table 1 shows that the number of blacks depicted in 
advertisements portraying people increased from 4 per
cent in 1970, to 5.4 percent in 1975; and increased 
again to 7.7 percent in 1980. Using a difference of 
proportions test, the changes from 1970 to 1975 and 
from 1975 to 1980 are significant at the .01 levell. 
That is, when a difference of proportion il statistic 
was ..:alcuiated on the ..:hange in percent of blacks de
picted in advertisements in the 1970 to 1975 period, 
the calculated il of 63.7 was greater than the critical 
t1 value for the rejection of the null hypotheses at 
the .01 level of significance. The calculated i'i of 
84.07 for the change from period 1975 to 1980 exceeded 
the critical il for the rejection of the null hypothe
ses at the .01 level of significance. Thus, the per
centage of blacks in ads depicting people does appear 
to be increasing, at least in the publications chosen 
for this study. 

With regard to the role depicted by blacks in print 
advertising, roles seem to be moving more in the direc
tion of higher status portrayal of blacks. In the ad
vertisements depicting blacks that were reviewed for 
the study, where role determination was possible, 11 
percent of the ads portrayed blacks as either pro
fessionals or white collar employees, 33 percent por
trayed them as entertainers and athletes. Only 3 per
cent portrayed blacks in blue collar or other lower 
status roles. 

Table 2 demonstrates the findings with regard to type 
of product being promoted in advertisements depicting 
blacks. Although statistical hypotheses testing would 
be questionable, due to low cell frequencies, some in
teresting changes are evident i.n the table. For ex
ample, there has been a remarkable increase in the use 
of blacks in automobile advertising, from 5.9 percent 
of advertisements depicting blacks in 1970, in the 
magazines reviewed here, to almost 10 percent in 1980. 
There have also been some noteworthy declines, in the 
advertising of audio-equipment/records/entertainment 
and in the area of books/magazines for example. 
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Discussion 

The increasing use of blacks in advertisements depict
ing people indicates that at least some marketers are 
responding to the realities of today's demographics. 
Still, the 1980 black percentage shown in this study, 
7.7 percent, trails both the population and the in
come figures cited above [10]. Thus, it would appear 
that blacks are still underrepresented, at least in 
comparison to these statistics. Nevertheless, the 
trend toward greater use of blacks in advertisements 
depicting people, which was identified by Kassarjian 
[6] and by Stutts and Pride [9], appears to be con
tinuing. 

The role of black models in the 1970 to 1980 period 
noted here is also improving. Again, this echoes the 
finding of Kassarjian [6], but in contrast to his 
findings, the advertisements considered here do tend 
to portray blacks in middle-class settings. Even when 
role portrayed by the black model was not clear, set
ting of the ads tended to reflect middle-class sur
roundings and values. The findings reported here also 
fit well with those of Cox [4] who found an increasing 
tendency to portray blacks as entertainers, athletes 
and professionals. 

The products associated with ads depicting blacks also 
are changing. Whereas in the Kassarjian study it was 
noted that "advertisers with large advertising budgets, 
such as manufacturers of patent medicines, automobiles" 
and so forth fail to use blacks in their ads [6, p.39], 
the present study indicates that this no longer ap
pears to be true. On the contrary, this study notes 
a remarkable increase in the usage of blacks to pro
mote automobiles, drugs anJ ~ ~ e i  Yet, this 
study noted no pronounced move in the direction of 
using blacks to promote food products - an area which 
would seem to be an excellent choice for depicting 
blacks in promotion [1]. 

Conclusion 

The purpose of this study was to examine the change in 
the use of black role models in mass circulation mag
azine advertising from 1970 to 1980. Specifically, 
the investigation considered three aspects of the 
black role model: the frequency of use of blacks in 
advertisements, the role portrayed by the blacks 
pictured and the advertised products which used black 
models. Results of the study suggest that both the 
number of blacks in advertisements and the status of 
the black models have increased in the magazines sur
veyed during the period of investigation. In addition, 
the advertised product using black models has changed. 
That is, in 1980 more blacks were pictured in automo
bile, drug and cosmetic advertisements than were 
pictured in earlier ads. Declines were observed in 
the use of blacks in audio/records/entertainment and 
books/magazines over this period. 

The results would suggest that at least for the maga
zines surveyed, advertisers are becoming more aware of 
the black market and are directing more magazine ad
vertising toward this segment. However, this advertis
ing is still nat ptopo.rliional to the numbers of blacks 
in the market place nor to the purchasing power of the 
black segment. Advertisers may though be spending 
part of their advertising dollar aimed at the black 
market in predominantly black magazines such as Ebony 
rather than more mass circulation magazines. Further 
study is needed to consider the cross advertising in 
mass and black magazines. Investigations along these 
lines would help to develop a clearer picture of the 
extent to which marketers are reaching the large and 
growing black market segment. 



Year and Magazine 

!letter Homes and Gardens 
Reader's Digest 
Sports Illustrated 
Time 

1975 

Better Homes and Gardens 
Reader's Digest 
Sports Illustrated 
Time 

1980 

!letter Homes and Gardens 
Reader's Digest 
Sports Illustrated 
Time 

Total 

Mean: 

Total 

Mean: 

Total 

MeaR: 

TABLE 1 

TYPE OF ADVERTISEMENT BY MAGAZINE AND YEAR 

Number of Ads 
Depictiug 

People 

185 
117 

65 
22. 

426 

Ads Depicting 
Ads Depicting 

149 
98 
99 

...& 

391 

Ads De]2icting 
Ads Depicting 

237 
133 
100 
.22. 

539 

Ads De]2icting 
Ads Depicting 

Blacks 
People 

Blacks 
People 

Blacks 
People 

Number of Ads 
Depicting 

lllacks 

6 
7 
3 

....L 

17 

17 
I 426 = 4% 

4 
3 
8 

_6_ 

21 

21 - /391 • 5.4%* 

7 
16 
14 
_4_ 

41 

41 
I 539 - 7.7"/.* 

Percentage of Ads 
Depicting 

Blacks 

3.2 
6.0 
4.6 
1.7 

2.7 
3.0 
8,0 

13.3 

3.0 
12.0 
14.0 
5.8 

* Mean percent significantly different from previous period using a difference of proportion test and p • .01 

PRODUCT 

Armed Forces 
Audio Equipment/Records/Entertainment 
Automobile 
Banks/Insurance 
Books/Magazines 
Drugs/Cosmetics/Tobacco Products 
Food/Beverage/Cleaning 
Home Materials/Equipment 
Industrial Supplies/Equipment 
Sports Equipment/Toys 
Travel/Airlines/Tourism 
Miscellaneous 

Sample Size 

TABLE 2 

PRODUCTS USING BLACKS IN ADVERTISING 
BY YEAR BY PERCENT 

1970 

0% 
23.5 
5.9 

0 
17.7 

0 
17.7 
11.8 
11.8 

0 
11.8 
__ o_ 

TOTALS 100.2%* 

17 

*Totals to other than 100 percent due to rounding. 
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1975 1980 TOTAL 

9.5% 4.9% 5.1% 
9.5 7.3 11.4 

14.2 24.4 17.7 
9.5 9.8 7.6 

23.8 4.9 12.7 
4.8 9.8 6.3 

0 7.3 7.6 
9.5 4.9 7.6 

0 7.3 6.3 
4.8 7.3 5.1 
9.5 4.9 7.6 
4.8 7.3 5.1 

99.9%* 100.1%* 100.1%* 

21 41 79 
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AN EXPERIMENTAL INVESTIGATION OF SEX 
DIFFERENCES IN RECALL OF VERBAL 

VERSUS VISUAL ADVERTISING STIMULI: 
A CONTENT ANALYSIS APPROACH 
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Abstract 

A study was designed to explore the effects of sex, ad 
components, and their interaction on the recall of 
information from printed ads. Total recall did not 
vary by sex, but recall of ad components showed signif
icant differences as did the interaction of sex and 
~ nen  Implications for advertisers and sugges
tions for future research are given. 

Introduction 

Marketers, in the past several years, have paid 
increasing attention to consumer information processing 
(CIP)--particularly marketer-dominated information. 
Several CIP models exist which differ in terms of 
number and precise character of stages involved. How
ever, they have overall similarity in progressing from 
exposure through retention and recall. 

Included in most models is an "interpretation" stage 
wherein the consumer assigns meaning to the incoming 
stimuli. What meaning is assigned to stimuli is dif
ficult to determine because interpretation is a func
tion of both stimuli and individual characteristics 
(Myers and Reynolds, 1968). When the stimulus is com
plex such as an ad containing illustration and copy, 
the determination of meaning is even more difficult. 
Gestalt psychology would suggest that pictures and 
words are perceived together as a "whole." In fact, 
the FTC is now beginning to consider the total ad 
(rather than copy only) in deciding whether ads are 
misleading (Advertising Age, 1979; Crock, 1979). 

Nonetheless, there is a substantial amount of research 
that suggests that people react differently to verbal 
versus visual material. Hanes (1973), Snowman (1973), 
and Seymour (1973) all report findings that demonstrate 
the superiority of pictures over words in terms of 
recognition and task responses. Haller (1972) and Beik 
(1962) found that the picture was superior to the words 
in producing recall.of TV commercials. These findings 
suggest that the illustrations in ads are more impor
tant than copy in generating unaided recall of infor
mation. 

However, pictorial recall superiority may be moderated 
by sex. There is some evidence suggesting that females 
deduce more meaning than men from pictures (Family 
Weekly, 1976) and are faster in translating pictures 
into words (Posnansky and Rayner, 1977). Males' 
strength tends to lie with verbal material (Kail and 
Siegal, 1977) or numeric reasoning (Dwyer, 1973) 
resulting in a more conceptual approach to stimuli 
(Biery, Bradburn and Galinsky, 1958), Girls tend to 
gaze longer (Kleinke, Desautels and Knapp, 1977) and 
fixate longer than males (Harrison and Soderstrom, 
1977). 
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These findings suggest that the pictorial component of 
an ad will produce recall scores higher than the recall 
scores for the copy component. Females may sustain 
attention longer than males so that female recall 
scores should exceed those of males; female attention, 
however, should focus more on the illustration while 
males more than females will devote attention to the 
copy. 

Study Objectives 

This study focused on two objectives--to determine 
whether the illustration copy cues from printed adver
tisements differed in terms of respondents' ability to 
recall information from each of them and to see if the 
recall of illustration versus copy cues varied by the 
sex of the respondent. 

The primary area of implications from the study will 
lie with the creative strategy aspect of advertising 
management. Should illustration recall prove superior 
to copy recall, this would provide suggestions for both 
content of information and the relative emphasis to be 
placed on copy versus illustrations. If sex is a mod
erating variable, then this would provide additional 
insights for advertisers whose intended audience is 
segmented by sex. 

Methodology 

Hypotheses 

In order to accomplish the research objectives, the 
following hypotheses were developed for testing: 

People recall equal amounts of information 
from pictorial versus verbal cues contained 
in a printed ad. 

Males and females do not differ in their 
recall of pictorial versus copy-related 
information from printed ads. 

Advertisements 

Six ads were selected that represented three product 
categories (cigarettes, automobiles, liquor) with one 
brand per category. Each brand had two advertisements: 
one that was mostly illustration in nature and the 
second which was copy dominated. All six advertise
ments were full page, four-color ads selected from 
current magazines. Prior to showing the ads to the 
subjects, slides of the ads were made to assure 
uniform exposure and viewing conditions. 

Subjects 

To collect the data for the study, 48 students (24 
males and 24 females) were recruited. One half of the 
students (12 males and 12 females) viewed the three 



ads (one ad per product category) that were predomi
nately illustration oriented. The remaining subjects 
viewed the three copy-dominated ads. In each case the 
subjects were sent in small groups to a separate room 
and were instructed to arrange themselves around a 
screen so that they could comfortably view some slides. 
Each of the three ads was shown for thirty seconds. 
After ad exposure, each group was escorted to a differ
ent room to complete a questionnaire. Subjects were 
not informed of the intent of the study. 

Dependent Variable 

The total number of verbal (visual) stimuli recalled in 
a given ad served as the dependent variable of this 
study. To operationalize the variable, subjects were 
asked to describe completely the three ads they had 
.Just seen. These written descriptions were then sub
jected to a content analysis following a procedure 
recommended by Budd, Thorp and Donohew (1967). Accord
ind to their procedure, the contents of a description 
are.compared to a master checklist and a value of 1 is 
awarded for each item that appears in the description 
as well as on the master checklist. Anything contained 
in the written description that does not appear in the 
master checklist is not counted. 

Simple addition of the values yields a score for each 
respondent's description. Because each ad differed in 
terms of the number of possible items that could be 
mentioned, it was necessary to transform scores to a 
common denominator before statistical analyses could be 
done. 

Three researchers independently evaluated each of the 
ads and created an independent master checklist. This, 
in essence, is a test-retest form of reliability evalu
ation (Budd, Thorp and Donohew, 1967). A simple form
ula used to determine the reliability of two coders 
(North, Holsti and Zanimovich, 1963) was modified to 
three coders as follows: 

(1) 

where gl, 2, 3 : ~~ ~ ~ ~~ ~ ~ ~i ~~~~~ ~~e  
i coder i. 

In the present case the illustration and copy ~e  of 
each of the six advertisements were evaluated sepa
rately so that twelve master checklists were created. 
Applying the reliability formula to each of the twelve 
checklists yielded coefficients of .92 and above, indi
cating the checklists are reliable. Simple counting of 
the number of items mentioned in the written descrip
tions was straight forward and did not require multiple 
coders or, therefore, reliability assessments (North, 
Holsti and Zan:l.movich, 1963). . 

Method of Analysts 

The ANOVA procedure was applied to the mean recall 
scores of pictorial and verbal cues for each of the six 
ads. ln those instances where the F-test indicated 
that a treatment effect was present, Tukey's HSD 
a posteriori test was conducted to determine the 
source(s) of the significant differences (Kirk, 1968). 
Visualizations of the interactions between sex and ad 
cues are provided in those instances where the inter
actions were significant. 
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Results 

Results of the ANOVA procedure conducted for each of 
the six ads are shown in Table 1. In five cases (the 
one exception being the copy-dominated ad for the 

EXHIBIT 1 
MEAN RECALL SCORES 

!!!!!!!. !!!!!!. 

Viaual Verbal Viaual Verbal 
Ada Cuea Cuaa Cuaa Cuaa 

eoez-Oora1nated 

1 • AutoiiiDbile 17.3 1.5 10.1 3. 7 

2. Ci .. rette u.a 3.8 8.3 5.0 

3. Liquor 17.4 2.8 '·' 4.8 

llluatration-Dolllinated 

1. AutolltDbile 2.3 0.7 1.4 2.1 

2. Ci .. rette 15.3 4.5 12.7 7.5 

3. Liquor 16.3 3.4 12.8 a.o 

liquor brand) the recall of items does not signifi
cantly differ by respondent's sex. Males and females 
do not appear to differ much in terms of the total 
number of items recalled from ads, regardless of 
illustration- versus copy-domination of the ad. This 
holds true across the product categories included. 

The F values associated with the ad cue breakdown are 
significant at a < .001 for five of the six ads. A 
similar mean number of items were recalled from both 
the illustration and copy parts of the illustration
dominated automobile ad; in fact, there was very little 
recalled about this particular ad. (See Exhibit 1). 
For the other five ads, however, the mean number of 
items from the copy versus illustration were signifi
cantly different. In all five cases. the mean number 

TABLE 1 
ANOVA RESULTS 

Sum of Ml!an 

4do Variable SqHre• df Square a 

e ~  ... n£!.!! 

1. Auto110bt La Sox 60.75 1 60.75 1.90 .20 
Ad Cue ~ 1 1611.84 5•), 36 <.001 
Sex x Ad Cue 236.88 I 236.88 1.39 .01 
F.rrol' 1408.25 44 32.01 

2. ctaantu Sex 116.64 1 116.64 2. 72 .11 
Ad Cue 712.00 1 712.00 B.63 c,OOl 
Sn: a Ad Cue 229.68 1 229.68 ;,)7 .026 
Error 1883.58 44 42.81 

3, Liquor Sex 294.62 1 294.62 11.73 <.001 
Ad Cue 711.48 1 711.48 37.99 c.001 
Sex x Ad Cue 580.94 1 580.94 31.02 c,001 
Error 124.44 44 824.44 

~~~~ ~ e  

1. Automot:ile Sex 1.03 1 1.03 .62 .45 
Ad Cuo 2.51 1 2.51 .. 51 ,24 
Sex x Ad Cue 14.94 1 14.94 9.01 c ~ 

!rror 73.00 44 1.66 

2. Ctaarett.! Sex .31 1 .31 .01 .98 
Ad Cue 768,00 1 768.00 20.49 c .001 
Sex x Ad Cue 96,44 1 96.44 2.57 .13 
Error ~ 44 37.48 

3. Liquor Sex 8. 78 1 8. 78 .26 .64 
Ad Cue 945.19 1 945.19 28.16 c,001 
Sex x Ad Cue 209.97 1 209.97 1•.26 .02 
Error 1476.84 44 33.56 



of recalled items from the illustration cues exceeded 
the mean recall values from the copy component. In 
light of this evidence, then, H may be rejected. In 
most cases, the visual component produces a signifi
cantly higher level of recall than does the verbal part 
of an ad. This held true even for the copy-dominated 
ads and across product categories. 

Five of the six F values for the interaction of sex 
and ad cues are significant. In this case, the illus
tration-dominated cigarette ad did not produce signifi
cant results. The five significant cases suggest that 
males and females differ in terms of their recall of 
verbal versus visual cues of an ad. This evidence 
means that 11 2 may be rejected. Again, this interac
tion significance holds for both illustration- and 
copy-dominated ads and across product categories. 

Tukey's HSD test was performed on the data and lead to 
significant treatment interactions. These test results 
are shown in Table 2. One interesting observation is 

TABLE 2 
PAIRWISE COMPARISONS : RECALL SCORESa,b 

!!.!:!l!. Male Illuatratton £22%. 

Illunration Illuatration F•male Pemale 

Ad• 

Coer- Domin. ted 

Vereue 
Copy cu .. 

1, Autoi'IIObUe 15.8c 

2. Ci&arette 12.0c 

3, Liquor 14.6c 

I lluetration-Dominated 

1. Automobile 1.6c 

), Uquor 

7.1° 

3,3 

o. 7 

-o. 1 

4.8 

d ----
a Co11p.r hoM era -.de by uain& TPkey 1a HSD ten 

Venue 
Male 

6.5" 

7.5 

11.9° 

-0.9 

3. 5 

d ----

b Valuea are dithranc .. htween r.·eana reported in Exhibit 1 

c p < .0) 

d Tukay HSD teat not i e ~~ e  

Yeraua 
Male 

-2.2 

-1.2 

-2.0 

-1.4 

-4.6 

d ----

that in all five cases the mean recall values of illus
tration versus copy cues are significant for females. 
For males, however, only one significant difference was 
found (for copy-oriented automobile ad). These differ
ences are visually presented in Figure 1. It can be 
seen that the mean number of items recalled by females 
from the visual cues exceeds the mean number of copy 
items in all cases. The same is generally true for 
males, but the differences are far less pronounced (and 
thus were not significant). Males actually recalled 
more from the copy than from the illustration in the 
automobile illustration ad. 

Figure 1 also shows that males have a higher mean 
recall of copy items than females, but the data in 
Table 2 indicate these differences are not sufficient 
to be significant at a < • OS. Similarly, Figure 1 
indicates that females consistently recalled a greater 
number of items than males from the illustrations, but 
Table 2 data indicate that the differences are signifi
cant at a < • OS in only two cases: the automobile and 
liquor copy-dominated ads. 

Discussion 

The purpose of this study was to explore whether the 
amount of information recalled from the illustration 
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or the copy of ads exhibited higher recall. An addi
tional purpose was to see if recall varied by the 
interaction of ad cues and respondent's sex. Although 
sex was not generally related to total recall, this 
conclusion must be modified when significant inter
actions are found (Kirk, 1968). It was found that the 
recall of ad cues differed, and the interaction find
ings showed that males and females respond differently 
to illustration and copy. 

Expectations from the literature search were that women 
would more likely recall a greater amount of illustra
tion-related information than men; whereas men would 
likely recall more copy-related material. The findings 
here conform to those expectations. Moreover, the 
findings also are in accordance with the literature in 
that the recall of illustration-derived information is 
greater than the recall of copy-related material for 
both men and women. 

This implies that advertisers must pay particular 
attention to the illustrations used in ads. Not only 
are illustrations strong attention generators for the 
ad, but they also convey information that is more 
readily recalled than verbal information. Thias, the 
illustration should be de .. aned to relay information 
the advertiser wishes to convey and shoul4 not simply 
contain decorative models. 

Another implication is that the illustrations can 
induce readers to react (and thus retain) copy, where
as lengthy copy in the ad may discourage readership. 
Figure 1 clearly showed that the mean number of 
recalled copy items is low for all three copy-dominated 
ads but is higher for the ciaarette and liquor illus
tration-oriented ads. The automobile illustration ad 
appears to have induced men to read the ad in that they 
recalled.more from the copy than from the illustration. 

In general, then, much of the space should be devoted 
to illustrations carrying information the adv&rtiser 
wishes to convey. For ads aimed specifically at women, 
this would hold especially tTue--copy should be mini
mized. Those ads aimed at male audiences may contain 
more copy. 

Conclusion 

Several avenues are open for further research. Since 
a limited number of products were included, an exten
sion of the study would be to incorporate additional 
product groups to determine the extent to which these 
findings may be generalized. Another departure would 
be to hold a product category constant and include ads 
from several different brands within that category; 
this procedure would allow interbrand comparisons. 

Additional research could focus on measures other than 
recall. Such variables could include item comprehen
sion, preferences, interest, etc., or changes in those 
variables produced by ads. 



FIGURE 1 
INTERACTION EFFECTS 
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A STANDARDIZED MEASURE OF SEX ROLE PRESCRIPTIONS 

Robert B. Settle, San Diego State University 
Pamela I,. Alreck, San Diego State University 
Michael A. Belch, San Diego State University 

Abstract 

An im•trument to mensure sex role specificity (SRS) 
was composed and Rtanrlarrlized on 1,200 adults from 
the g<meral WeRt Coaf!t population. The SRS scales 
proved to be reliable and internally consistent, and 
two dominant factors underlie prescriptions for each 
sex. Role specificity differed systematically by 
demographic status. 

Introduction 

Sex Roles and Marketing 

The use of sex as a segmentation variable has spawned 
a great deal of marketing research designed to deter
mine the appropriate roles to be assigned to women 
through advertising appeals, to measure women's per
ceptions of the ways they are now being portrayed, 
and to gauge the changing sex roles this segment may 
be adopting. The psychology literature on sex roles 
is so extensive it might warrant a journal devoted 
entirely to research on this topic. A review of the 
literature in both psychology and marketing indicates 
a lack of consistency in both the methods used to de
termine perceptions or effects of sex role portrayals 
and in the rosu.li;s anrl conclusi.ons of tho research. 

For the most part, research on sex roles in the mar
kAting literature hAs focuRed on the portrayal of wo
men in commercial advertising. The most common meth
od has been to do post hoc content analysis of ad
vertisements to determine how women have been por
trayed, and then to offer critic ism of the limited 
range of roles presented. Studies by Courtney and 

e e ~ (1971), Wagner and BanoR (1973), Sexton and 
Haberman (1974), Venkatesan and Losco (1975) and 
Belkaoui and Belkaou.i ( 1976) all followed this basic 
paradigm. The conscmsus of these researchers was 
that women were portrayed as (a) homemakers, (b) sex 
objects, (c) dependent on men, (d) holding jobs of 
little importance, and (e) with little or no decision 
making responsibility. 

In respect to the determination of people's attitudes 
toward the roles depicted, research by Wortzel and 
Frisbie (1974), Green and Cunningham (1975) and by 
Lundstrum and Sciglimpaglia (1977) focused on the ef
fects of role portrayal on product evaluations or 
purchaRe decisions. None of the studies reported to 
date has attempted to determine the normative roles 
that people feel the sexes should enact. Lacking in
formation on these prescri.bed roles for men and wo
men, the advertiser and marketer must rely on his or 
her own observation and ,judgment or on the "conven
tional wisdom" of the industry as a whole. The pur
pose of this research is to develop a standardized 
instrument for the measurement of both male and fe
male sex role prescriptions. The results should pro
vide indications of how the public feels men and wo
men ought to be portrayed; i.e., what roles are ac
cepts ble and unaccepta be for men and for women. No 
such Rtandardized instrument has been developed, as 
yet, within the discipline of psychology. Thus, the 
instrument developed here might have relevance well 
beyond the portrayals of women in advertising. 
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Role Prescriptions 

Socially defined roles might be classified into three 
different types: (1) prescribed roles, (2) perceived 
roles, and (3) enacted roles. The prescribed roles 
are those that are actually expected of the actor; 
the behavior that others in the social environment 
feel befits a particular individual by virtue of that 
persons sex, age, occupation, or some other charac
teristic. Perceived roles are from the view of the 
individual. They are what the person believes is ex
pected or regarded as appropriate by others. Within 
a social situation, these two types of roles might be 
discrepant from one another, either because the pre
scriptions are ambiguous or because the actor is rel
atively insensitive, or both. The enacted role is 
the behavior pattern that is actually acted out by 
the individual. It, too, might differ from the pre
scribed and the perceived. In social circumstances, 
the actor may be unable to play the role, even though 
it is correctly perceived, or the person may not care 
to conform to the role prescription, out of choice. 

An instrument might be developed to measure 
any or all of these types of roles. Enacted roles 
could be measured by the systematic observation of 
each sex in various social situations. Perceived 
roles could be ascertained by asking people what they 
believe others expect of them, based on their sex. 
Prescribed roles can be measured by asking the indi
vidual what their generalized expectations and norms 
for others are; what things in the behavior of men 
and women in general would gain their approval or 
disapproval. It is this latter tack, the measurement 
of prescribed roles, that this project pursues. 

Methodology 

Item Selection 

The selection of an Hem pool began with an examina
tion of the ways that "manhood" and "womanhood" have 
been described in both the academic literature and 
the popular press. Topics tended to fall into two 
basic categories: (1) What people are by virtue of 
their particular sex, and (2) whatthey should be, 
given their sex. For example, one might believe that 
women are innately more capable of caring for small 
children than are men. Similarly, one might believe 
that men ought to be the major decision-maker in the 
family. An item pool of several hundred such state
ments were gleaned from the literature. Those which 
were redundant with others on the list were culled, 
as were those that referred to unusual actions or ex
traordinary situations. This process provided a list 
of less than two hundred potential item topics. Of 
those remaining on the list, forty-eight i terns ap
plying to masculine behavior and an equal number of 
i terns applying to feminine behavior were eventually 
selected by the researchers. The criteria for selec
tion were: (1) The degree to which the action or con
dition might be seen as discriminating between the 
sexes. ( 2) The judgment of the degree of common ac
ceptance that might be expected, based on the litera
ture. (3) The representation of a wide variety of 
behavior domains or categories. 



Behavior Domains 

Within the item pool, the topics could be congregated 
into six general behavior domains: (1) Recreation and 
leisure behavior, (2) food, beverage consumption and 
smoking, (3) parenting and family behavior, (4) so
cial appenrance an~ Ptiquette, ('i) employmP-nt and oc
cupational factors, and (6) dating, mnhng and sexual 
behavior. These domains were regarded as relatively 
comprehensive and inclusive of typic a 1 actions and 
roles important to the daily Ufe of individuals in 
all walks of adult 1ifn. The items were written in a 
relatively simple vocabulary and were expressed in 
conversational or vernacular grammar. The list was 
shown to several lay people of various backgrounds to 
obtain their comments concerning their comprehension 
and general reaction. A few were rewritten, but none 
replaced. 

Scaling and Formating 

The i terns were exprensed as statements to which re
spondents could indi.cate their agreement or disagree
ment. The scnle used for the instrument was a five
point Likert scale: (1) Strongly agree, (2) Agree, 
(3) Neutral, (4) Disagree, and (5) Strongly disagree. 
The scale appenred at the top of each page, with 
twenty-four items listed below it. Respondents re
corded the number of the scale category corresponding 
to their opinion inn space to the right of the item. 

Half of the i terns applied to women's behavior and 
half to mAn' il b0havi or. H11lf of those in e11ch cate
gory were worded no thllt ngreem•mt would i.ndieate sex 
rol" sp.,r.J. fici t.v or "onstr11int and thfl others were 
inclined in the opposite direction to control for 
"yea-saying" 1mcl "n11.y-s11.ying. The i terns were listed 
in quadruplets in the sequences: (1) masculine posi
tive, (2) feminine positive, (3) masculine negative, 
and (4) feminine negative. The groups were randomly 
ordered on the four-page instrument. 

Sampling and Data Collection 

'fhe data for the standardization of the sex role 
scale were collected in two field projects sampling 
the general adult population from two major metropol
itan areas of Southern California during the spring 
of 1980. The same sampling method and quotas and the 
same data collection techniques and validation me
thods were used for each project. 

The field workers who collected the data were under
graduate students of marketing or marketing research 
classes. Each received several hours of instruction 
on the pro,ject and data collection techniques. They 
were instructed to contact potential respondents in 
their homes, to explain the nature of the project and 
permit the respondent to read the letter of transmit
tal, and after winning their cooperation, to leave 
the questionnaire with the respondent to be self
administered at their own convenience. The field 
worker made 1111 11.ppointment to return a few days later 
to ret!'i PVe the completed questionnll.ire. "Nonre
sponse" wi.th this procedure might be considered ei
ther a reftwlll to accept the questionnaire or failure 
to complete it properly. The two sources, combined, 
were less than five percent of the responding sample. 

Each field worker was given a quota based on the sex, 
age and occupnt.ionHl st11.tus of the respondents. This 
procedu ro WIW uaed to ln:Ju re lltl ndequa te representa
tion of the vnrious demographic segments of the soci
ety. Field workers received credit for their work 
according to how closely they were able to fulfill 
the quota. 
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The name, address and the telephone number of each 
respondent were obtained on the questionnaire. The 
data were submitted to a special computer program to 
provide a two-page report to the respondent. This 
report expressed sex role specificity only in terms 
of preference for so-called "gendered" products or 
services, so that no conceivable threat would be con
veyed to respondents. Their opinions were shown in 
relationship to those of the others in the sample, 
and this permitted them to make comparisons of their 
degree of preference for "typically masculine or fem
inine" brands or products on the market. The reports 
served as a small inducement to potential respon
dents, and this form of feedback was very well re
ceived by the respondents. Because every respondent 
was mailed a report at his or her home address, this 
constituted virtually one hundred percent verifica
tion of actual response. The only nondeliverable re
ports proved to be clerical errors or relocation by 
the respondent during the interim between receipt and 
mailing. 

Data Processing 

The data were keyed to computer file and submitted to 
a series of programs to machine edit the data. Anom
aUes were sight edited from the source documents, 
and corrections made as necessary. About twenty 
cases were eliminated from the file because they were 
not sufficiently complete to be ineluded. Six hun
dred cases were obtained in each of the data collec
tion projects. 

The d!ltfl were suhmi. tted to stntistical analysis to 
first obtll.in descriptive statistics. Given the in
significant departures of the major score distri bu
tions from normal, the data were judged aduquate for 
parametric statistical techniques. Item analysis and 
analysis of score distributions were obtained princi
pally with the use of product-moment correlations and 
multiple regressions. Internal consistency analysis 
included the computation of coefficients alpha and 
other relevant measures of internal consistency reli
ability. Lastly, the relationships among scores and 
demographic categories were measured with the use of 
factorial analyses of variance. 

Test-Retest Reliability 

To obtain a measure of the "trait stability" and the 
reliability of the instrument over time, the scales 
were administered to sixty-five undergraduate busi
ness students on two occasions with a one-month in
terim period between the administrations. ':'he se
quence of the items was changed for the second admin
istratrion, to reduce the effect of actual item re
sponse recall. While these respondents were not from 
the general public, there is little reason to believe 
that these results would differ systematically from 
what might be obtained from the public at large. 

Results 

Degree of Specificity 

The percentage of the sll.mple that were either neutral 
or answered in a direction indicating sex role speci
ficity (agreement with "positive" items or disagree
ment with "negative" ones) for each item were comput
ed and examined. The majority of items yielded dis
tributions of less than fifty percent in the six be
havior categories, but several i tem!f did receive ma
jority support for specificity in eaoh category. 

Comparison of the proportions for male and female re
spondents suggested that men tended to be more sex 



role specific than women. This observation was sup
ported by subsequent analysis of variance. While 
there are a few "turn-arounds" such that one sex was 
more "liberal" for an item of that gender than the 
opposite sex was, these were only a small minority. 
In general, both sexes appeared to be about as spe
cific for their own sex as for the other. Nor did 
one behavior domain appear to be more subject to sex 
role constraint than the others. Each domain con
tained several items that received very low and very 
high sex role adherence. 

Scale Reliability 

Table 
line, 
fore 
items 

1 contains a complete description of the mascu
feminine and combined scale distributions. Be
this analysis was performed, the "negative" 
were reflected so that all items and scale 

TABLE 1 

SCALE AND SUB-SCALE SCORE 
DISTRIBUTIONS AND RELIABITITY COEFFICIENTS 

Statistic Masc. 

Standardization Sample 

Mean ••..•....•.•••..••.•. 
Standard Deviation ....••. 
Standard Error ..•..•..•.• 
Rkewness .......•.•.•.•.•. 
Kurtosis ..•.....•.•••...• 
Maximum •••.•.••.••••.••.• 
Maximum Obtainable .••••.. 
Minimum ••••.•.••••.•••... 
Minimum Obtainable •....•• 
Sample Size ..•.•......... 
Number of Items ...•...... 
Mean Item Mean ••••••••••• 
Minimum Item Mean •..•.... 
Maximum Item Mean ••.•••.• 
Mean Inter-Item Corr ..... 
Minimum Inter-Item Corr •• 
Maximum Inter-Item Corr •• 
Coefficient Alpha •••••••• 
Std. Item Coef. Alpha •••• 
Corr. Betw. Sub-Scales •.. 
Spearman-Brown Coer ••.••• 
Split-Half Betw. Sub-Sea. 
F-Ratio Betw. Measures .•• 
Probability •......••..••• 

57.62 
20.35 
0.59 

-0.16 
0.22 

127. 
192. 

o. 
o. 

1200. 
48. 

1.20 
0.55 
2.91 
1.20 

-O.ll 
0.44 
0.91 
0.92 

Test-Retest Sample 

Moan, lst Admin .•.••...•. 
Mean, 2nd Admin •••..•.••• 
S.D., let Admin .••..••..• 
S.D. ,2nd Admin .•..••.••• 
Coef. Alpha 1st Admin •.•. 
Coef. Alpha 2nd Admin .••• 
Sample Size ...••••••••..• 
Test-Retest Reliability .• 
Spream-Browm Coefficient. 
Split-Half Betw. Admin •.. 

52.06 
51.75 
22.59 
22.86 
0.94 
0.95 

65. 
0.87 
0.93 
0.93 

Fem. 

60.93 
22.93 
0.66 
Q.ll 
0.52 

178. 
192. 

o. 
o. 

1200. 
48. 

1.27 
0.56 
2.34 
1.27 

-0.05 
0.50 
0.93 
0.93 

55.72 
53.91 
22.92 
23.91 
0.94 
0.95 

65. 
0.86 
0.93 
0.93 

Comb. 

ll8.55 
41.68 
1.20 

-0.10 
0.30 

284. 
384. 

o. 
o. 

1200. 
96. 
1.24 
0.55 
2.91 
1.24 

-O.ll 
0.60 
0.96 
0.96 
0.86 
0.93 
0.91 

353.29 
o.oo 

107.79 
105.66 

44·76 
45.63 
0.97 
0.97 

65. 
0.88 
0.94 
0.94 
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scores ascend toward sex role specificity. A con
stant of one was subtracted from each item value, so 
that with forty-eight i terns on each sub-scale, the 
minimum obtainable score was zero and the maximums 
were 192 for the sub-scales and 284 for the combined 
scale. The scores, then, tended to be rather "low" 
on sex role specificity on this absolute basis. The 
average item mean over, the 1,200 respondents, proved 
to be well below the "midpoint." 

Item analyses were conducted for each sub-scale and 
for the combined scale. The mean, ~  and maxi
mum inter-item correlations are shown in Table 1. 
None of the individual items in any of the three an
alyses proved to have either a negative correlation 
with the total of the remaining items in the analysis 
or to have an exceptionally low multiple regression 
coefficient when regressed on the other i tams. In 
other words, there were no negative discriminators 
and i tam redundancy was well within acceptable lim
its. All coefficients alpha were over .9, indicating 
scales that are very internally consistent. The 
test-retest reliability coefficients were all over 
.85, indicating that there is fairly high trait eta
hili ty and little error variance associated with the 
scales. The other coefficients of consistency were 
similarly high for the standardization sample. 

The masculine and feminine sub-scales were compared 
using the "split-half" analysis technique for equal 
length scales. While they were highly associated 
with one another on all comparison coefficients, 
their mean values were significantly different, as 
indicated by the F-ratio and probability listed in 
Table l. This indicates nothing more than the fact 
that the feminine sub-scale tends to elicit more sex 
role specific responses than does the masculine 
scale. Actually, there is no way, within this de
sign, to determine if that relationship is a function 
of the greater application of sex role specification 
to women than to men, or merely a function of the ar
bitrary choice and wording of items. 

Demographic Categories 

The distribution of the responding sample across nine 
demographic dimensions are shown in Table 2. Each 
sub-scale and combined scale mean for the various 
categories are also shown. Factorial analysis of 
variance revealed that all demographic categories ex
cept income provided significant main effects with a 
probability of less than .001. Neither sub-scales 
nor combined scale differed significantly by income 
category, and the masculine sub-scale did not provide 
a significant main effect by marital status. Aside 
from those exceptions, sex role prescriptions differ 
markedly according to demographic status. Most not
ably: 

A. The young tend to be less prescriptive. 
B. Men are more prescriptive than women. 
C. Married people are more prescriptive for women. 
D. Prescription is greater for non-working, late fam

ily life cycle. 
c. The more the education, the less the prescription. 
E. Retired, homemakers and self-employed are more 

prescriptive. 
F. Semi-skilled labor are high and professionals low 

on prescription. 
G. Orientals and Native Americans are high on pre

scription. 

To measure the interaction of demographic factors on 
sub-scale and scale scores, the two-way interactions 
were analyzed while the higher-order interactions 
were thrust into the error term in a factorial analy-



TABT,J<: 2 

SCALE SCORE MEANS BY DEMOGRAPHIC DISTRIBUTIONS 

C!itegory Freq. Pet. Masc. Fern. Comb. 

All 

Teens 
'l'wenties 
Thirties 
Forties 
FHties 
Sixties 
Seventies & Over 

Total Sample 

1200 100.0 

Respondent Age 

43 3.6 
385 32.1 
248 20.7 
162 13.5 
165 13.7 
135 11.2 

65 5.1 

Respondent Sex 

57.6 

59·9 
54·4 
53·3 
60.6 
59.1 
65.9 
74·7 

Male 
Female 

566 
634 

47.2 63.1 
52.8 52.8 

Respondent Marital Status* 

Married 
Not married 

673 
527 

65.1 
43·9 

58.6 
56.3 

Family Life Cycle 

Young Single 
Young Couple 
Full Nest 1 
Full Nnnt 11 
~  N0nt 111 
F.mpty Nest l 
Empty Nent 11 
Sole J•ad or 1 
Sole Elder 11 

349 
159 
123 
l ?4 
141 

94 
110 

Yl 
63 

29.1 
13.2 
10.2 
10.3 
11.7 
7.8 
9.2 
3·1 
5·3 

53·4 
50.7 
57·3 
55.) 
65.9 
(,0.8 
65.8 
52.0 
67.4 

Respondent Education 

Elementary 29 
Some High School 80 
High School Graduate 404 
Some College 326 
College Graduate 211 
Post-Grarl uage 150 

2.4 
6.7 

33·7 
27.2 
17.6 
12.5 

80.4 
69.6 
60.3 
56.0 
55.2 
46.5 

Respondent Employment 

Company Employed 
Self Employed 
Government ~~  

Homemaker 
Seeking ~  

Retired 
Student 

554 
103 
JCl4 
ll8 

3'( 

143 
51 

46.2 
8.6 

lli.? 
').8 
'1.1 

11.9 
4.3 

56.4 
59.2 
51.3 
57.8 
60.7 
6').4 
55·7 

60.9 118.6 

58.0 117.9 
54.1 108.6 
59.2 109.5 
60.8 117.8 
66.3 125·4 
74.2 140.1 
81.3 154·0 

64.8 129.9 
57·5 110.2 

63.6 
57·5 

54·3 
52·7 
61.2 
59.2 
67.2 
li'(.? 
74.9 
57.2 
75.8 

87.6 
n.9 
65.2 
59.2 
56.0 
48.5 

57.9 
62.8 
'13.? 
68.3 
'i').7 
77.1 
58.0 

122.2 
113·9 

109.7 
103.4 
118.5 
114.5 
129.1 
128.1 
140.7 
109.1 
143.2 

168.0 
142·5 
125.5 
115.2 
111.2 

95.0 

114.3 
122.0 
104.6 
126.1 
120.4 
146.5 
113.7 
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TABLE 2 (cent. ) 

SCALE SCORE MEANS BY DEMOGRAPHIC DISTRIBUTIONS 

Category Freq. Pet. Masc. Fern. Comb. 

Respondent Occupation 

Semi-Skilled 
Craft or Trade 
Clerical Work 
Technical & Sales 
Managerial 
Professions 
None Listed 

136 
164 
241 
222 
207 
225 
32 

11.3 
13.7 
17.8 
18.5 
17.2 
18.8 

2.7 

65.5 
63.2 
56.4 
68.6 
57·9 
49.8 

Respondent Ethnicity 

No Minority 
Black 
Oriental 
Chicano 
Native American 
Other Ethnicity 

1033 
40 
22 
20 
10 
75 

88.1 
3·3 
1.8 
1.7 
0.8 
6.3 

'59.6 
58.6 
78.0 
59·7 
'76.7 
63.0 

Respondent Family Inccme** 

Under $5,000 
$5,000 to $9,000 
$10,000 to !14,000 
$15,000 to 19,000 
$20,000 to 24,000 
$25,000 to $29,000 
$30,000 to $34,000 
$35,000 to $39,000 
$40,000 and Over 

37 
110 
164 
132 

62 
74 
27 
36 
61 

3.1 
9.2 

13.7 
11.0 
5·2 
6.2 
2.3 
3.0 
5·1 

54·5 
60.3 
56.8 
55.0 
56·3 
52.2 
~  
53.6 
60.0 

67.5 
66.3 
61.6 
60.7 
59.8 
52.6 

60.0 
62.6 
76.4 
59.8 
74.1 
66.8 

130.0 
129·5 
118.0 
119·3 
117.6 
102.4 

116.6 
121.2 
154·3 
119·5 
144.8 
129.8 

61.0 115.6 
61.3 121.6 
58.6 115.4 
58.5 113·5 
58.4 118.7 
54·9 107.2 
53·3 103·7 
57.0 110.6 
63.5 123.6 

*No significant difference in Masculine subscale. 
**No significant differences in any scale means. 

sis of variance. The only significant interactions 
with factors that also provided significant main ef
fects were between family life cycle and education 
and between family life cycle and occupation. In the 
main, it appears that the other demographic factors 
act independently and additively. That is, an indi
vidual is likely to be more sex role specific if his 
or her education level is low and even more so if the 
person is an elderly male, etc. Of. course, this does 
not apply equally to the composite family life cycle 
variable. 

Factor Composition 

Each of the sub-scales were submitted to factor anal
yses for examination of their principle components 
and revelation of their rotated f"actor structure. 
(See Settle, Alreck and Belch, 1981.) Five, four, 
three and two factors were submitted to varimax rota
bon and the factor loadings and individual i tern con
tent analyzed. The rotation of two factors for each 
sub-scale proved to be the most interpretable and 
meaningful. The inspection of individual i tern con
tent for those i terns loading most heavily on each 
factor yielded rather different interpretations for 
the masculine and feminine sub-scale. In general all 
factors cut across behavior domains. That is, the 



i terns on Any given fAetor were not predominantly from 
one rlomHln, nnd any one domnln waH Apt to hAve itAmfl 
on two (or more) fflctor·H. 'J'he fJcHt factor on the 
masculine sub-seale could best be churacteri11ed as a 
"potency-responsibility" factor. The i terns loading 
most heavily on this factor had to do with being the 
breadwinner, "wearing the pants" in the family and 
being strong enough to make the major decisions. The 
other factor for the masculine sub-scale largely re
:f'lected freedom or restraint on male emotionality. 
Items loading heavily on this factor related to sen
timentality, interest in children, succorance, fidel
ity and involvement in more "tender" pursuits and in
terests. 

The two factors for the feminine sub-scale were also 
fairly distinct. The first might be termed "oppor
tunt ty" boca use i terns loading on this factor dealt 
with women's rights to pursue active sports, get 
equal pay for equal work, hold supervisory posi tiona 
and choose careers in business or industry. By con
.traflt, ths second factor contained the i toms that 
might be classified as "feminine etiquette and de
meanor." These i terns related to "acting like a 
lady," accepting responsibility for household chores, 
putting family "first," and never acting "butchy." 
While the two factors were fairly distinct and inter
pretable for both sub-scale, it should be noted (and 
might be expected from the high internal consistency) 
that the factors are certainly not independent of one 
another. From subjective judgment, one might con
clude that the scale measures a single underlying 
propensity, manifest in a variety of behavior do
mnins, but reflecting slightly different fundamental 
criteria for each sex. 

Conclusions 

Scale Performance 

A major ob,iective of this project was to create and 
to standardize an instrument that might be used for 
the measurement of sex role prescriptions. The i tern 
nnalyAis, intArnal consistency analysis and test
rotest reliability analyclis all indicate that the in
strumont i.:! WAll balanced and very effective, rela
tive to thA statistical performance that has been ob
tained by psychometric instruments of this ilk. One 
aspect remains untested here. The external validity 
of' the instrument remains to be tested and reported. 
It might be suggested, for example, that "socially 
desirable" response patterns tend to portray respon
dents as being less sex role prescriptive than they 
actually are. This aspect of the measurement instru
ment can and wilJ be tested by comparison of its re
sultant scores with external indicators of sex role 
specificity and role related behavior. Given that 
refinement, the sex role scales may contribute sub
stantially to the measurement and understanding of 
sex role prescriptions. Such assessment might have 
considerable application in the behavioral sciences 
in general, and for marketing, consumer behavior and 
promotion in particular. Sex role prescriptions 
could be of special interest in the marketing of 
"gendered" brands and products, in the understanding 
and clarification of the degree of normative social 
influence on the consumer decision process and on the 
selection of role models for promotion. 

Demographic Patterns 

This project reveals very clearly that there are 
marked differences in the prescription of sex roles 
according to the sex, age, education and occupation 
of the respondent, among other demographic categor
ies. It appears that men ll.re more sex role prescrip-
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ti vo than are women, that tho vigor of sex role de
pAndence increases with the ag<J of the individual, 
nnd that those in upper oducat.lon levels and higher 
occupational status tend to be lees prescriptive on 
the basis of sex. These relationships have several 
marketing and promotional implications. For example, 
the relative influence of husband and wife within the 
family decision making process might vary systematic
ally by demographic status. It appears likely that 
elderly males who have less education and lower sta
tus occupations would be most insistent on the tradi
tional sex role specification and adherence. On the 
other hand, target markets composed primarily of well 
educated young women with high status occupations 
could be expected to exhibit little dependence on sex 
roles in the selection of products and the pursuit of 
life styles. 

The differences in sex role specificity by age of the 
respondents is particularly interesting. Such dif
ferences may result from two different causes that 
might be called "history" and "maturation." On the 
one hand, it may be that social change and external 
demands for less dependence on distinctions by sex 
have caused the "younger genera tiona" to be less sex 
role prescriptive. Thus, the differences could be 
attributable to "history" and 1i ttle change in the 
tendency to prescribe sex roles would be expected as 
these generations mature and take up residence in the 
elderly age categories of the society. The alterna
tive view is that the tendecy to prescribe sex roles 
is a function of human life experience and "rna tura
tion." In that case, the youth of any epoch would be 
less likely to prescribe distinct sex roles than 
would their seniors. These counfounding factors can
not be separated within this research design, confin
ed to a static picture of the present condition. The 
size and nature of the standardization sample do pro
vide a source of "baseline" data for subsequent mea
surement and comparison in a longitudinal format. 
Consequently, replication of the survey over a sub
stantial time period will eventually reveal the rela
tive effect of each of these two conceivable under
lying causes for differences in sex roles by age and 
for the formation of sex role specificity in general. 

Represents tion 

Given the differences in sex role specificity by de
mographic category, it seems likely that other demo
graphic factors would also influence this perscrip
tion of roles. This project was confined to metro
politan residents of Southern California. The con
ventional wisdom concerning social and cultural dif
ferences among different areas of the country suggest 
that this geographic area might be more "liberal" in 
the acceptance of innovative perspectives and more 
willing to relinquish traditional cultural norms, 
values and attitudes. To the degree that these casu
al observations are true, one might expect rural re
sidents of the mid-west and south to be more sex role 
specific. Testing of such hypotheses must await the 
use of the sex role scales in various parts of the 
country with both general and special populations. 

Promotional Models 

The majority of consumer products are advertised and 
depicted in promotional materials within a social 
setting. These settings and the models portrayed by 
men and women in relationship to the product or ser
vice have been the subject of considerable research, 
as noted earlier. The results of that research indi
cated that the role models portrayed are confined 
rather rigidly to the most traditional constraints 
and sex role specifications, particularly for women. 



Probably cmch restri etion on the range of role por
trayal can bfl attributed in large measure to the ten
dency to "plRy it eRfe" with the often huge expendi
tures of rooourcea on promotion. Other flources of 
influence Rnd constraint can also be identified, par
ticularly in light of the results of this study. In 
large measure, those making the choices and decisions 
concerning role portrayal in advertisements· are men 
who are probably well into their career and middle
aged or older. On the other hand, their audience is, 
in many cases, feminine and somewhat younger. It· 
might be suggested, without accusation or indictment, 
that a "self-reference cycle" operates in the' role 
model decision process. Because the decision maker 
tends to be somewhat prescriptive of sex roles, there 
is an automatic assumption, in the absence. of counter 
indications, that the audience shares the role pre
scriptions in kind and degree. Perhaps this and sub
sequent work with the sex role scales wi11 encourage 
use of a wider range of role portrayals in advertise
ments and promotional campaigns, particularly for 
feminine products and audiences and ·for. those in the 
upper socio-economic strata. 

Stereotypes 

There appears to be a particular stereotype, common 
to both academic and commercial institutions and vo
cations, that the "typical" American family consists 
of a husband and wife and a couple of children, ·that 
the husband is the breadwinner· while the wife is 
principally concerned with homemaking, child care, 
etc. Like most stereotypes, this one (a) will ordi
narily be denied vigorously and universally by every
one, (b) will elicit recognition by everyone that 
"others" do entertain such a· stereotype, (c)' that it 
provides tremendous economy of thought and cleanli
ness of expectations, (d) was historically rooted, at 
least in part, in demographic fact, and (e) becomes 
less accurate, useful and representative as sociocul
tural conditions and circumstances change. Today, 
demographers variously estimate that only a small mi
nority of American families actualy have a husband
father in the work force and a wife-mother at home 
looking after the family. Certainly no responsible 
marketer would assume that the most typical American 
family lives on a farm or in a rura1 community, 
though once it was so. Ironically, there is willing
ness to relinquish that demographic stereotype in fa
vor of a new image of the metro-consumer, but reluc
tance to abandon the sociographic or psychographic 
stereotypes of sex roles. · 

This research and the future use of the sex role 
sea lea may make it more clear that constra;ined pre
scription and rigid specific11tion of sex roles does 
not accurately reflect the consumers' own attitudes 
Rnd actl.ons. Acceptance of wider ranges of role be
havior patterns may sacrifice economy and simplicity 
in favor of a better :representation of the consumer 
and more effective marketing and promotional efforts. 
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SOME CORRELATES OF CONSUMER DISSATISFACTION 
WITH RETAIL COMPLAINT HANDLING PERFORMANCE 

Ronald J. Adams, University of North Florida 
Carole T. Mays, University of North Florida 

Abstract 

The viability of modern-day retail organizations is 
largely cont.ingent upon the ability of management to 
monitor and respond constructively to consumerism. Al
though retailers have made considerable progress in 
this direction, consumer dissatisfaction rema.ins with 
certain facets of retail performance, including the 
capability of retailers to satisfactorily resolve cus
tomer complaints. 

Introduction 

The consumer movement has progressed and become in
creasingly visible since the decade of the sixties. 
Consumerism has become a critical component of the re
tailer's environment, confronting retail decision-mak
ers with new challenges and demands which cannot be 
ignored if the retail firm is to survive in today's 
competitive and highly regulated environment. Indeed, 
t.he importance of retnil responsiveness to consumer 
pressures is underscored by Moyer's (1975) contention 
that many retailers may be forced to function as con
sumer advocates in the near future--a radically new 
role for moflt traditional retail managements. 

Although Peterson (1974) has demonstrated that retail
ers can respond profitably to consumerism pressures and 
Hollander (1972) has shown that many of the variables 
underlying retail-directed consumerism activities are 
controllable, actual retail performance in the consum
erism arena remains an unsettled issue. Peterson, St. 
Marie, and Sturdivant (1977) have cited the need for a 
re-establishment of consumer confidence in retail or
ganizations; Dornoff and Tankersley (1975) have raised 
serious questions regarding socially responsible busi
ness conduct by retail managers; MacLachlan and Spence 
(1976) have shown that public trust in retail institu
tions has declined in certain instances; Berry and Wil
son (1977) have called for various measures designed to 
increase corporate citizenship at the retail level; and 
organizational and managerial changes have been sugges
ted for increasing retail responsiveness (Berry, et 
al., 1976). -

Constructive, profitable responsiveness to consumerism 
at all levels of distributIon lfl contingent ttpon a 
thorough undt'nHanrling of the composition, magnitude, 
and motivations of dissatisfied consumer segments. Un
derlying this premise i.s the assumption that consumer 
dissatisfaction with business performance is not a gen
eralized phenomenon but, rather, varied or segmented 
and poss.ibly determined situationally. Support for 
this position is to be found in Herrman's (1970) early 
observation that the consumer movement in general con
sists of distinct groups pursuing diverse goals and ob
jectives and, also, in various research efforts direct
ed at profiling consumer activists (e.g., Bourgeois 
and Barnes, 1979). To date, however, relatively little 
research has appeared in the marketing literature spe
cifically addressing the issue of consumer satisfac
tion/dissatisfaction with retail performance regarding 
consumer-related difficulties. It is this task which 
the present study addresses by focusing upon consumer 
perceptions of retail complaint handling performance. 
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Specifically, attitudinal, behavioral, and sociodemo
graphic variables associated with consumer satisfac
tion/dissatisfaction with retail complaint handling 
performance will be examined and implications for re
tail management discussed. 

The Study 

Data for the study were ~i e  as a part of an on
going mail survey of consumer attitudes toward various 
consumerism issues and dispute resolution mechanisms. 
A simple random sample of 400 recent purchasers of ma
jor consumer durable goods was generated in a large, 
Southern metropolitan area in the Spring of 1980. 
Telephone prenotification was conducted where possible 
prior to mailing, resulting in an overall response rate 
of 44.5 percent ~  

The questionnaire contained a battery of 24 attitudinal 
items designed to be responded to on five-point, Lik
ert-type a ~  A variety of issues relating to var
ious aspects of marketing and government performance 
and consumer satisfaction in the area of consumer pro
tection and welfare were addressed by the statements. 
Information was also obtained about consumer activism 
in, and knowledge about, various agencies, programs, 
and remedial alternative.s presently available to con
sumers. Additionally, a variety of standard demograph
ic and socioeconomic data was generated, including mem
berships and partic.ipation in various types of organi
zations. 

The sample was divided into two groups by dichotomizing 
responses to the statement, "Most retailers have little 
or no ability to effectively handle consumer corn
plaints." Respondents agreeing with the statement 
(NM83) were assumed to be critical of retailer perfor
mance in complaint handling; those disagreeing with the 
statement (N=95), were assumed to be positive in their 
evaluation. Attitudinal, behavioral, and sociodemo
graphic variables associated with the two groups were 
then examined by means of cross-tabulation and correla
tion analysis. 

Findings 

Attitudinal Variables 

Relationships between the grouping variable and the re
maining 23 attitudinal statements were examined vis-a
vis Pearson product moment correlations and cross tabu
lations. The results of this phase of the analysis are 
reported in Table 1. 

Statistically significant correlations were obtained 
between the grouping variable and 12 of the 23 state
ments. As expected, those respondents critical of re
tail performance--those in agreement with the grouping 
variable--also tended to agree that it is " •.• gen
erally advisable to go directly to the manufacturer" 
with product-related problems. This orientation·rnay 
reflect a decline in many consumers' historical reli
ance on the retailer as a problem solver in the product 
area, possibly as a result of the greater accessibility 
of manufacturers to the consuming public through such 
devices as consumer "hot lines." Alternatively, the 



TABLE ! 

ATTL'J'UDINAL CORRELATES OF CONSUMER DISSATISFACTION WITH RETAILER COMPLAINT HANDLING 

Correlation Percent Agreea 
Statement Coefficient Significance Critical Noncritical Chi Sguare Significance 

It is generally advisable to go 
directly to the manufacturer with 
product problems. 

Unions are necessary to protect 
employc•es against tile power of 
hlp; business. 

Business pro[ils are too high. 

Tougher laws are needed to protect 
the consumer. 

"Let the cu,;Lomer beware" ls still 
the rule touay. 

Most product warrantie,; an, slanted 
in favor of Lhe SL'l Ler. 

Credit mnkes things too easy to 
buy. 

Most consumers don't undPrstand 
credit terms. 

Consumers are well informed about 
the products they buy. 

Most company complaint departments 
do a good job of handling problems. 

Most companies listen to customer 
complaints, but don't do anything 
about them. 

Most consumer complaints involve 
such small amounts of money that 
it's not worth going to court. 

. 3080 

.2643 

.3128 

.3384 

.1777 

.2051 

.1104 

.2750 

-.1308 

-.3869 

.4951 

.1985 

.003 

.001 

.001 

.001 

.010 

.003 

.071 

.001 

.043 

.001 

.001 

.004 

89.0 

52.4 

58.8 

84.1 

86.3 

89.0 

94.0 

80.7 

39.0 

33.7 

75.3 

84.1 

74.7 

35.8 

37.6 

51.1 

69.9 

74.7 

81.9 

61.7 

56.5 

60.6 

35.8 

51.1 

5.019 

4.310 

6.867 

20.050 

5.867 

5.019 

4.835 

6.797 

4.638 

11.727 

25.919 

20.050 

.03 

.04 

.01 

.01 

.02 

.03 

.03 

.01 

.03 

.01 

.01 

.01 

a,Cri tlea.L" n· fers to group agreeing with grouping variable; "Noncritical," those disagreeing. 

responses may suggest that many consumers view retail
ers as bPing rc•latively ineffectual and powerless in 
resolving tangible, product-related problems; i.e., as 
a result of the trend toward mass merchandising and the 
subsequent decline of specialized, shop-oriented retail 
businesses. 

Critical subjects tended to be more attuned or sensitive 
to an imbalance of power between business and the indi
vidual. This is suggested by their more frequent a
greement that uuion,; are necessary to protect employees 
and that business prof.! ts are too high. Consistent 
with the,;e respon,;es, this uamc group tended more fre
quently to agree that tougher consumer protection leg
islation .is nt•edPu and ·that the classical doctrine "let 
the buyer beware" is still the guiding philosophy of 
business. Additionally, they also agreed more often 
that product warranties are biased or "slanted in favor 
of the seller"--a response which can also be interpre
ted from a balance of power perspective. 

Although both groups hau high absolute agreement fre
quenc:f•·;; with the >JLatL·ment "Credit make,; things too 
caHy to buy," Hltarp dJ f[er('llCe.S Were evident betWeen 
the groups •·eg" rding t hL· I ,;sue of consumer undE"rstand
lng o[ credit term,;. Clearly, the critical retail 
performance group was far more likely to agree that 
most consumers don't under,;tand credit terms, thus sug
gesting that Truth-in-Lending legislation may have been 
relatively .ineffectual in the opinion of many consum
ers. Consistent with their negative response toward 
credit term clarity, the critical retail performance 
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group also tended more often to disagree that consumers 
today are well-informed about the products they buy-
information about products including, presumably, cred
it terms attached to these purchases. 

Finally, the critical group consistently expressed more 
frequent dissatisfaction with existing dispute-resolu
tion alternatives available to consumers. They were 
far less likely to agree that company complaint depart
ments are effective in resolving consumer problems; 
they agree more frequently that companies listen to 
customer problems, but fail to take action to resolve 
them; and they tend to report that the court system is 
not a viable alternative for most consumers, given the 
small amounts involved in the majority of consumer 
transactions. 

Consumer Activism 

Consumers critical of retail performance were expected 
to be relatively more active in terms of actions taken 
against businesses then respondents exhibiting a posi
tive orientation toward retail complaint handling. To 
test this hypothesis, several questions were asked of 
respondents pertaining to awareness of and participa
tion in various agencies and programs directed at re
solving consumer disputes. Specifically, respondents 
were questioned about their awareness, knowledge, and 
utilization of arbitral and mediatory programs; actions 
taken against businesses through small claims courts; 
and usage rates of such quasi-independent agencies as 
Better Business Bureaus. Additionally, information was 



obtained regarding level of satisfaction with each 
agency or program from those subjects reporting active 
part:l.cipation. 

Several findings are of interest. First, statistical
ly significant differences in participation rates and 
levels of satisfaction were not obtained between the 
two groups; critical respondents were no more likely to 
have taken action through small claims courts or to 
have filed a complaint with the Better Business Bureau 
than were noncritical subjects. Secondly, the absolute 
utilization rates of all identified programs and agen
cies were surprisingly low, averaging less than five 
percent for both groups. Thirdly, for those respon
dents who did report active participation, satisfaction 
with the performance of the agencies or programs in 
question was consistently low for both groups. Thus, 
in sum, it cannot be concluded on the basis of these 
results that it is the consumer activist who tends to 
be critical of retail complaint handling performance. 
Rather, many consumers who are critical of retailer 
performance are not necessarily active in dispute reso
lution agencies and programs directed at resolving con
sumer disputes. Clearly, this finding may reflect low 
awareness levels of the availability of these programs 
and/or the perception by many consumers that they sim
ply are not viable. 

Demog_raphic and Socioeconomic Characteristics 

Demographic and socioeconomic variables generally did 
not effectively differentiate the two groups. Statis
tically significant differences were obtained only for 
~ e  education level, and union membership. Critical 
respondents tended to be younger; cross tabulation 
analysis revealed that 41 percent of this group was un
der 35 years of age, compared to 25.8 percent of the 
noncritical group. Somewhat surprisingly, the noncrit
ical group was found to have generally higher education 
levels; 76.8 percent reported college traini.ng, for ex
ample, compared to 60.2 percent of the critical group. 
Consistent wi.th their pro-union attitudes reported ear
lier, respondents who were critical of retailer per
formance more frequently reported union experience; 
36.6 percent of this group reported that they presently 
belonged, or had previously belonged, to a labor union, 
compared to 23.4 percent of the noncritical group. 

Again, the nonsignificant findings are of interest. 
Statistically significant differences were not obtained 
for a variety of sociodemographic variables, including 
occupation, marital status, family size, stage in fam
ily life cycle, geographic mobility, race, and annual 
household income. 

Discussion 

The retailer is the consumer's direct link with the en
tire marketing channel. As such, the performance of 
retailers in resolving consumer problems and complaints 
is of direct relevance to firms at all levels of dis
tribution. Consumer' dissatisfaction with retail per
formance may, obviously, precipitate tougher, more re
strictive legislation, further restricting the activities 
of firms at all levels within the marketing channel. 

The results of this survey suggest that consumer dis
satisfaction with retail complaint handling is wide
spread. Over 46 percent of the subjects contacted 
agreed that retailers were ineffective in resolving con
sumer complaints. This finding is consistent with 
13arksdale and Perreault's (1980) recent conclusion that 
consumerism remains widespread and Stanley and Robin
son's (1980) contention that the gap between business 
and consumer perceptions on consumerism issues and per
formances may be widening, rather than decreasing. 
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Consumer dissatisfaction with retail complaint handling 
may represent only the tip of a much larger iceberg. 
Indeed, the results of the study suggest that there are 
a number of correlates associated with retail dissatis
faction, including attitudes toward dispute resolution 
mechanism, the adequacy of existing consumer protection 
legislation, and a perceived "caveat emptor" philosophy 
guiding big business. 

The retailer attempting to respond constructively to 
consumerism pressures may be in a particularly diffi
cult position from an operational perspective. The 
efficacy and efficiency of any retailer-initiated pro
gram is, obviously, contingent upon the ability of 
management to communicate effectively with dissatisfied 
consumers. As with any segmentation strategy, there is 
the requirement of identification--the ability to tar
get marketing efforts precisely and efficiently. How
ever, the results of this survey indicate that dissat
isfied retail customers may not be readily identifiable 
in terms of traditionally relied upon attributes. For 
example, it was not possible to construct any defini
tive sociodemographic profile of the dissatisfed retail 
consumer. Further, it cannot be concluded that the 
dissatisfied, critical retail consumer is an activist 
who frequently files complaints at local Better Busi
ness Bureaus, confronts merchants in small claims 
courts, and so forth. 

Given the apparent generality of retail dissatisfac
tion, future research must address other, more diverse 
correlates of consumer retail dissatisfaction if opera
tional strategies are to be developed. For example, 
life style variables and situational factors would seem 
to warrant attention. Additionally, more detailed sets 
of sociodemographic variables should be evaluated; 
i.e., by simultaneously initiating controls on multiple 
variables. Finally, and perhaps most importantly, the 
sources of retail dissatisfaction must be the subject 
of future research if a constructive, responsible re
tail response is to be forthcoming. 
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Abstract 

This article assesses the impact of corrective adverti
sing on consumer images of the company involved and the 
FTC. A specially prepared FTC-source corrective ad was 
found to have a negative impact on company image while 
improving the image of the FTC. A company-source ad, 
however, improved company image without affecting FTC 
image. 

Introduction 

In the early 1970's the Federal Trade Commission began 
using corrective advertising as a major weapon in its 
continuing crusade against deceptive advertising. Seve
ral firms whose advertisements were found to be decep
tive have agreed to use corrective statements to erase 
residual misinformation caused by the ads. The increa
sed use of corrective advertising has raised several 
issues concerning its purpose, effectiveness, and pos
sible side effects. 

One issue of concern to advertisers involves the lm
pac.t of corrective advertising on the image and cre
dibility of the company required to run corrective 
messages. Many advertisers have expressed the opinion 
that corrective advertising has a detrimental effect 
on company image, damaging the firm's credibility to 
the point that it can no longer compete effectively. 
As such, corrective advertising could be considered 
cruel and unusual punishment. 

"The FTC's expressed goal in requiring corrective 
advertising is to provide information to consumers, 
not to punish advertisers by harming their images and 
credibility. Robert Pitofsky, then Director of the 
Bureau of Consumer Protection at the FTC, stated that 
the purpose was "not to embarrass or disgrace corpo
rations, but to dissipate misleading impressions with 
a solid dose of accurate information. We also believe 
this remedy will help restore competition to the 
situation that prevailed before the fraud or deception 
improperly influenced preexisting market shares [Wark, 
197.1]." Thus, the FTC's objectives in requiring correc
tive advertising are to correct consumer misimpressions 
and to restore competition. The Commission, however, 
has not shown concern for possible side effects such as 
damage to a company's image. 

The current c orrectiv.e advertising campaign for Listerine 
highlights these issues [Warner-Lambert 1975, 1978a, 
.l978b]. An FTC order requiring that $10,000,000 of Lis
terine television ads carry a corrective message was 
upheld by the courts in the fall of 1977. The correc
tive ads, containing wording specified by the FTC* 
began appearing in the media in the fall of 1978. The 
FTC has a major study underway to assess the effective
ness of the corrective advertising in eradicating the 
deception and restoring the competitive situation. The 
study, however, does not attempt to assess the effects 
of the corrective ads on various components of com-
pany image. 

Purpose 

This article reports some of the results of a study 
undertaken prior to the start of the Listerine correc
tive campaign [Gurol, 1977]. The purpose of the com-
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plete study was to measure the level of deception in 
the Listerine ads investigated by the FTC, assess the 
effectiveness of specially designed corrective ads in 
reducing residual deseption, and provide additional in
formation about the impact of the corrective advertise
ments on company and FTC images. This article discusses 
the procedures and results which are relevant to the 
image issue. Other results are reported elsewhere 
[Armstrong, Gurol, and Russ, 1979). 

Literature Review 

Source credibility is very important in persuasive 
communication. As one writer summarizes, "people seem 
to place greater confidence in a trustworthy source 
and hence are more receptive to what is said [Sternthal, 
1972]." A corrective advertising requirement would 
indeed be punitive if the result were to tarnish the 
offending company's credibility and damage its image. 
If in fact, the FTC wishes to avoid punishment, it 
must find a way to accomplish its corrective adverti
sing goals while minimizing the damage done to the 
company's image. 

"The communication literature provides two clues. First, 
Walster and others [ 1966] have pointed out that "even 
a communicator with every low credibility may be quite 
influential if he argues contrary to his self-interest." 
Koeske and Grano [1968] obtained similar results. Second, 
studies in noncommercial contexts found that the use of 
two-sided appeals may have a positive effect on percei
ved source credibility. Walster and other [1966], for 
example, showed that persentation of both pro and con 
arguments seemed to increase source credibility. 
Faison's research suggests that two-sided appeals may 
be more effective in influencing consumers [1961]. 

Combined, these two groups of findings indicate that 
corrective advertising may have some unintended effects. 
When manufacturers make negative admissions publicly in 
their advertising, "the result •••• may be to enhance the 
credibility of the advertiser in the consumers' eyes 
and hence increase his promotional effectiveness. 

This, of course, would be contrary to the result inten
ded by the FTC [Engel, Kollat, and Blackwell, 1973]." 

The marketing literature related specifically to reme
dial advertising and its effect on company and FTC 
images consists of three sets of experiments. Hunt 
[1972a, 1972b], while investigating the effects on 
counter ads from various sources on attitudes toward a 
product [Standard Oil of California's Chevron F-310), 
also measured their effect on company and source repu-

*The original order [see Warner-Lambert 1975] was: 
"Contrary to prior advertising, Listerine will not help 
prevent colds or sore throats or lessen severity." 
The appeals court ordered [see Warner-Lambert 1978a) the 
deletion of the phase "contrary to prior advertising" 
because it felt that it was not needed to call atten
tion to the corrective message that was to follow and 
this case was not egregious enough to warrant its use 
for humiliating the advertiser [p. 763). In a footnote 
the court stated: "We express no view on the question 
whether an order intended to humiliate the wrongdoer 
would be so punitive as to be outside the Commission's 
proper authority [ p. 7 68, note 69] • " 



tations. Hunt found that "perceived truthfulness of the 
sources was nbnut the same before and after exposure to 
the counter ad except for the corrective ad situation. 
Being required to adm.it in one's own ad that previous 
ad claims had been false caused a substant.ial drop in 
perceived truthfulness of the correct.ive advertiser 
[1972b, p. 336]." This Hnding seems contrary to the 
predictions of the general literature on source cre
dibility. 

Dyer and Kuehl [1972, 1974] studied the effects of both 
pr.int and radio corrective ads about a diet soft drink 
and a suntan lot.ion on the company image. In the print 
version only, an FTC-source, high-strength message 
resulted in a more unscrupulous company .image while 
company-source, high-strength treatments brought a more 
trustworthy image. This last finding is similar to the 
findings in communication research. 

Kassarjian, Carlson, and Rosen [1975] examined the 
effects of corrective advertising on the retailer carry
ing the product (a motorcycly safety device). They 
"used a local newspaper advertisement for a brand of 
product not nationally recognized and attempted to 
assess the impact of corrective advertisement about 
his own name." After seeing the corrective ad, the 
subjects perceived the product as s.ignificantly less 
desirable but the image of the retailer did not change 
signi fi.cantly. That is, "negative effects created by a 
corrective advertisement do not generalize co the local 
retailer who placed the ad, in this case for an item 
not identified by a nationally known brand name." 

Although each of these studies was a significant step 
toward understanding the impact of corrective adverti
sing on corporate and agency images, their inconsistent 
results and the lack of realism of the corrective ads 
used makes additional study worthwhile. 

Methodology 

Experimental Procedure 

In the study reported here, the corrective message 
ordered for Listerine by the FTC was imbedded in a film
ed commercial and evaluated in an experimental setting. 
The purpose was to determine, among other things, the 
impact of the corre<'tive ad on company and FTC images. 

134 subjects asslgned randomly to three groups were 
shown a deceptive Listetine ad film chosen from a reel 
of 29 ads held by the FTC as evidence in the Warner
Lambert case.** They were then asked to complete seman
tic differential scales measuring their images of 
Warner-Lambert and the FTC. Throughout the study, ads 
of interest were mixed with ads for irrelevant products 
in order to disguise the purpose of the research. Next, 
the first group was shown a company-source corrective 
ad, the second group was shown an FTC-source corrective 
ad, and the third group was shown an irrelevant ad. All 
subjects were then requested to complete the semantic 
differential scale again. 

Subjects 

The subjects of the study were students enrolled at a 
large state university who responded to solicitations 
for volunteers and a small monetary inducement to 
partici.pate. A sample consisting of student and non-

**The f llm we have used (Exhibit No. CXID-34) was dup
licated from the FTC files by a professional motion 
picture company and it is almost impossible for a 
nonprofessional to differentiate it from the original. 
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student subject might have been more representative of 
relevant consumers. But students do represent a segment 
of relevant consumers (61% were using Listerine or had 
used it previ.ously). And there may not be that much 
difference between student consumers and non-student 
consumers. The SBT results for the food product and 
finance company ads in this study (using students) were 
similar to the results of a previous study using the 
same ads with a sample consisting of non-student adults 
with a wide range of ages [Armstrong, Kendall and Russ 
197 5] • 

Treatments 

Two corrective ads were professionally filmed for this 
experiment. The two ads were identical except for the 
introductory sentences which identified the message 
source. In one ad, the company (Warner-Lambert) was 
identified as the source, while in the other ad the 
FTC was identified as the source. Exhibit 1 provides 
the text of the corrective message used. Throughout 
each corrective ad, relevant props were used to iden
tify the message source visually. 

EXHIBIT 1 
TEXT OF THE CORRECTIVE ADVERTISEMENT 

Hello, I am Walter Hughes (fictitious name), represen
ting (Warner-Lambert or the Federal Trade Commission). 

Contrary to prior advertising of Listerine, Listerine 
will not prevent or cure colds or sore throats, and 
Listerine will not be beneficial in the treatment of 
cold symptoms or sore throats. 

Listerine is an antiseptic which kills germs on contact. 
It is effecti.ve for general oral hygiene, bad breath, 
minor cuts, scratches, insect bites and infectious 
dandruf. But it is not effective against colds and cold 
symptoms, because colds are caused by viruses and 
Listerine does not kill viruses. 

The first paragraph of the message identifies the 
source. The second paragraph specifies the negative 
attributes of the product as required in the final 
order of the FTC. The first two sentences of the final 
paragraph specify positive attributes as they are sta
ted on the Listerine label. The final sentence explains 
the reasoning behind the negative attributes mentioned 
in the second paragraph. 

In both ads, the message is read by an actor in a 
straightforward narrative. The message is objecti.ve in 
that both the positive and negative claims have been 
supported by medical evidence. The message is two-si.ded, 
containing three negative and six positive claims. 

Measures 

The senantic differential scales used the following 
pairs of adjectives: powerful/weak, warm/cold, 
deliberate/careless, modern/old-fashioned, successful/ 
failure, outgoing/withdrawn, and trustworthy/unscrupu
lous. The first four pair were taken from Green and 
Tull [1975, p. 194], and the last three from Dyer [1972, 
p. 143]. Scores were assigned to the scale such that 
the positive extreme received a "7" and the negative 
extreme received a "1". 

Analysis of the Data 

The semantic differential scales were analyzed in two 
ways. First, in order to determine the effects of the 
corrective message on overall company and FTC images, 
a vector was formed by subtracting the second scores 



of eaeh bipolar sealP from the first scores of the same 
seale. This vector was tested against a vector of "O"s 
to see if there was a significant change in overall 
image. Second, to determine the effects of the correc
tive message on company and FTC images with respect to 
the individual attributes represented by each scale, 
lhP fl!'a](•s w<>n' t>vnlunted lndividunlly. The difference 
IH·lwt•t•tl tlu• I I rsl nnd twcond mt·aHun•ml'Ht for ••aeh scale 
was tested against "0" to determine if there was a sig
nificant change in company or FTC image on that scale. 

Results 

Results for the portion of the study dealing with 
levels of deception caused by the Listerine advertise
ment, and the effectiveness of the corrective ads in 
reducing deception, are reported in detail elsewhere 
[Armstrong, Gurol, and Russ 1979]. Briefly, it was 
found that deception levl'ls did increase significantly 
as a n•sult of exposure to the deceptive Listerine ad, 
and that both corrective adv<•rtJsements used in the 
s'tudy caused significant reductlons in deception levels 
ln addition, with respect to reducing deception, no 
source effect was found. The company-source and FTC
source corrective ads appeared to be equally effective 
in reduclng deception levels. 

With regard to company and FTC images, however, the 
two corrective ads produced differing results. The 
results of the study pertaining to the impact of the 
corrective advertisement on company and FTC images 
are reported below. 

tiHect on Company Image 

The changes in company image resulting from exposure to 
the corrective advertisements are reported in table 1 
and represented visually in figure 1. 

TABLE 1 
COMPANY IMAGE BEFORE AND AFTER EXPOSURE TO 

COMPANY-SOURCE AND FTC SOURCE CORRECTIVE 
ADVERTISEMENTS 

Warm 

Delil::erate 

Jlbdern 

Successful 

Outgoing 

Trustwrthy 

7 

~  

Warm 

Delil::erate 

M::ldern 

Successful 

Outgoing 

7 

Trustwrthy 

:FIGURE 1 
CHANGES IN COMPANY IMAGE 

A. COMPANY-COURCE CORRECTIVE AD 

6 5 4 3 1 

B. FTC-SOURCE CORRECTIVE AD 

6 5 4 3 2 
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A. Company-Source Corrective Advertisement First·· Measure 
e ~  ~  

Before 

Powerful-Weak •....••.•. 
Warm-Cold ••••.....•••.. 
Deliberate-Careless .... 
Modern-Old-Fashioned ..• 
Sucessful-Failure •••••. 
Outgoing-Withdrawn •••.. 
Trustworthy-Unscrupulous 

4. 78 
4.34 
5.50 
4.62 
4.91 
5.25 
3.31 

5.25 
3.28 
5.66 
5.38 
5.06 
4.69 
4.34 

B. FTC-Source Corrective Advertisement 
JOverall_: p <:_-=,])Off--·-·--· 

Before After 

Powerful-Weak •••.•••••. 
Warm-Cold •.•...••.•••.. 
Deliberate-Careless ..•. 
Modern·-Old-Fashioned •.• 
Succesful-Failure ••.•.. 
Outgoing-Withdrawn ••••. 
Trustworthy-Unscrupulous 

4.81 
3.94 
5.00 
4. 72 
5.00 
4.56 
3.69 

4.53 
3.66 
4.59 
4.84 
4. 72 
4.69 
1. 78 

0.47 .09 
-1.06 .002 
0.16 .68 
0. 75 .03 
0.16 .59 

-0.56 .06 
1.03 .02 

-0.28 . 36 
-0.28 .26 
-0.41 .21 
0.13 .59 

-0.28 .17 
0.12 .44 

-1.91 .001 
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------------ Second Measure 

The company-source corrective ad caused a significant 
(p <,009) change in the overall company image (table 
lA, figure lA]. Two scales contributed most significant
ly to this overall image change. The company was seen 
as less warm (p < . 002) but more trustworthy (p < . 019). 
Furthermore the company was viewed as less outgoing 
(p < .059), but more modern (p < .030) and powerful 
(p < .092). On the whole, therefore the admission by 
the company that it had been making some unsubstantiated 
claims appears to have a positive impact on the compa
ny's overall image. While the company is perceived as 
less warm and outgoing, it is also perceived as more 
trustworthy, modern, and powerful. Its credibility and 
competitive posture may well have been enhanced by the 
corrective advertisement. 

The change in overall company image caused by the FTC
source corrective ad was also highly significant 
(p < .001, table lB and figure lB). The nature of the 
image change, however, was considerably different from 
that produced by the company-source advertisement. 
Only one image component changed significantly. As a 
result of the FTC-source ad, the company was seen as 
significantly less trustworthy (p < .001). Thus, while 
the seemingly willful disclosure by the company appears 



to have enhanced the company's credibility, the same 
disclosure by Uw FTC appears Lo have greatly reduced 
that credibility. 

Effects on the FTC lmage 

The changes in FTC image caused by the corrective ads 
are reported in table 2 and figure 2. 

TABLE 2 

FTC IMAGE BEFORE AND AFTER EXPOSURE TO COMPANY-SOURCE 
AND FTC-SOURCE CORRECTIVE ADVERTISEMENTS 

A. Company-Source Corrective Advertisement 
(Overall: p < .040) 

Before After Difference P< 

Powerful-Weak ........... 4.59 4.69 
Warm-Cold ..............• 3.56 3.22 
Deliberate-Careless ..... 4.16 4.75 
Modern-Old-Fashioned .... 4.38 4.38 
Successful-Failure ...... 3.91 4.03 
Outgoing-Withdrawn ••.... 3.91 4.00 
Trustworthy-Unscrupulous 3.88 4.00 

B. FTC-Source Corrective Advertisement 
e a ~  

Before After 

Powerful-Weak .......•... 5.00 
Warm-Cold ............... 3.25 
Deliberate-Careless ..•.. 4.22 
Modern-Old-Fashioned •... 4.41 
Sucessful-Failure ..•.... 4.13 
Outgoing-Withdrawn .•.... 3.91 
Trustworthy-Unscrupulous 4.28 

FIGURE 2 

5.44 
3.50 
5.50 
4.81 
5.13 
4.25 
4.94 

0.09 
-0.34 
0.59 

-0.00 
0.13 
0.09 
0.13 

Difference -----
0.44 
0.25 
1.28 
0.41 
1.00 
0.34 
0.66 

.65 

.09 

.02 
1.00 

.57 

.62 

.46 

.02 

.48 

.00 

.17 
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The FTC-source corrective ad caused a highly significant 
(p < .001) change in the overall FTC image (see table 
2B and figure 2B). Furthermore, the image change is 
heavily positive. After making the disclosure of the 
company's prior misdeeds, the FTC was perceived as 
more sucessful (p < .001) trustworthy (p < .009), and 
powerful (p < .024). 

Analysis of the results for the control group, which 
received the deceptive but not the remedial messages 
suggested significant changes on only two scales. 
(see table 3). The company was seen as less outgoing, 
while the FTC was perceived as more powerful (although 
the overall change in FTC image was insignificant) . 

TABLE 3 
COMPANY AND FTC IMAGES IN CONTROL GROUP 

A. Company Image (Overall: p < .010) 

Before After Difference ~ 

Powerful-Weak ••..••.•••• 5.15 
Warm-Cold ...•• , •• , • , •.. , 4. 55 
Deliberate-Careless ...•• 5.30 
Modern-Old-Fashioned •.•. 4.39 
Sucessful-Failure ..••.•. 5.76 
Outgoing-Withdrawn,,,,,, 5.27 
Trustworthy-Unscrupulous 3.73 

5.27 
4.33 
5.46 
4.67 
5.64 
4.85 
3.85 

0.12 
0.21 
0.15 
0.24 

-0.12 
-0.42 

0.12 

.54 

.28 

.26 

.19 

.25 

.001 

.57 

~ 
~ ~ B. FTC Image (Overall: p < .307) 

SUccessful 

Outgoing 

Trustworthy 

~ 
l 
I 
1 .. 

Failure 

Wi'ili-1-
drawn 

Unscrup
ulous 

The company-source corrective advertisement caused a 
significant change in the overall FTC image (p < .040, 
see table 2A and figure 2A). The FTC was perceived as 
more deliberate (p < .022) but somewhat less warm 
(p < .086). On the whole, the image change is neither 
strongly positive nor strongly negative. 
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Powerful-Weak •..•.•••..• 4.848 
Warm-Cold .•.•......••.•. 3.485 
Deliberate-Careless ...•. 4.545 
Modern-Old-Fashioned ..•• 4.545 
Successful-Failure •..... 4.212 
Outgoing-Withdrawn .••••. 4.121 
Trustworthy-Unscrupulous 3.879 

Discussion 

After 

5.242 
3.545 
4.727 
4.636 
4.455 
4.061 
3.697 

Difference ~ 

0.393 .017 
0.061 .712 
0.182 .184 
0.091 .521 
0.242 .147 

-0.061 • 773 
-0.182 . 311 

The FTC-source and company-source corrective advertise
ments produced dramatically different effects on FTC 
and company images. While the FTC-source ad was no more 
effective in reducing levels of deception, it had a 



substantial negative effect on the company's n~ e  
especially .Its trustworthiness. At the same time, the 
advertisement served to substantially improve the 
FTC'R image. 

The company-source corrective advertisement, on the 
other hand, had 11 somewhat positive effect on company 

a~e  'I'IIIFI WIIR lttw even lltrough lite aJ luuk lhe 
form of a direct and objective narrative which indica
ted, in no uncertain terms, that the company had mis
informed consumers in its previous advertising. It did 
not, however, affect the FTC's image in a substantial
ly positive or negative direction. 

Conclusions 

The increasing use of corrective advertising as a re
medy In <'IIHI'H wh<'n' d•·•·••pt fun In udvl•rt IHing IH found 
adds importance to issues of its purpose and effects. 
Whlh• Hllllll' lnloi'IINtllon hlltt ht'l'll uhluln!!tl ctmt'l!l'ltlng 
the effectiveness of corrective advertising in reduc
lllfl ur t•llmlnHtlnp, d!•!'t•ptlon, tht•n• Itt lit 1·1,• lnfurmu
tion available concerning its side effects. 

Most studies so far have indicated that corrective 
advertising can be effective in reducing the level of 
misinformation caused by previous advertising. The 
results of this study suggest several inEeresting con
clusions regarding an important side-effect of correc
tive advertising--its effect on company and FTC images. 

It appears that corrective advertising does significant
ly affect the image of the offending company, and the 
image of the FTC as well. The nature of the effect, 
however, may be beneficial or punitive to the company 
depending on whether the corrective message is provi
ded by the company or the FTC. Thus, a dilemma is 
generated. While the FTC has stated that it does not 
intend harm to a company's image through the corrective 
udvcr tJ H lng rl'qu.f rcmcnt, J t seems unlikely thu t the 
intent is to improve the offending company's image and 
credibility. The question arises as to whether the 
company should be punished or allowed to benefit with 
respect to image. The answer depends almost entirely 
on the point of view. 

On the other hand, it could be argued that the offen
ding company unfairly enhanced its image in the past 
through deceptive means, and that the harm done by 
FTC-source corrective advertisement would help to re
store competition to its previous levels. On the other 
hand, it could be argued that the Commission's expressed 
objectives are accomplished when the message is delive
red by either source, and that the damage done to the 
company's image by an FTC-sponsored message is too 
~ ~  l•'url ~ n  In u compliHY=!Ipuu!lui'NI i ~ 
ad, the company is confessing its prior wrongdoing 
(wh4•tlwr willfullY ur not) und _!!_, then•fon•, nrting Jn 
a manner which warrants more trust. 

Before attempting to answer questions about the accep
tability of the effects of corrective advertising, we 
must have a better understanding of just what these 
effects are. While much research attention is being 
given to the effectiveness of corrective advertising 
in reducing residual deception, too little is being 
given to possible side effects. While there are many 
points of view and opinions concerning the nature and 
extent image and other side effects, there is little 
evidence to support these opinions. 
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NUTRITION LABELING: AN EVALUATION OF CONSUMER ATTITUDES 

Jon B. Freiden, Florida State University 

Abstract 

While numerous programs requiring more information dis
closure have become law, little attention has focused 
on measuring their impact on consumer attitudes and be
havior. This paper reports the results of an experi
ment which employed an unobstrusive research method to 
measure consumer attitudes toward nutrition labeling. 
The findings suggest that consumers are passive about 
having more nutrition information on food product la
bels. However, prior messages about nutrition labeling 
by an authoritative source may be an effective vehicle 
to sensitize consumers about the value of nutrition 
information. 

Introduction 

Consumer acllvlsts and public policy officials have ar-· 
gued that mat·keters should be required to disclose more 
information about thP!r products and Rerv-Ices. Support 
for their poHlt!on can be traced to the consumerR' 
''right to be Informed" as expressed by tlw late Presi
dent Kennedy In 1963. The "right to be :lnformed" con
cept goes beyond the principle of avoiding misrepresen
tation--it involves providing consumers with sufficient 
information to help them make wise purchase decisions 
(l). Constnner leaders have argued that people will be 
able to perform more effectively in the marketplace 
when these comparative data arc available. However, 
some researchers (7) have pointed out that forma 1 edu
cation may not be sufficient to prepare consumers for 
the proce;;s of product evaluation and comparison. 
,racoby, Spe \ler and Kohn (9) found that too much infor
mation can be dysfunctional--people made sub-optimal 
decisions under a high information level experimental 
condition. 

None the ]eo;s, numerous product information programs have 
become law; from beef gradl.ng to truth-in-lending. 
Many others have been proposed and several will likely 
become law (II). UnfortunaLely, far too Httle effort 
has been applied to studying the impact of such pro
grams upon consumer attitudes and behavior. This re
search examines eonsumer attitudes toward food products 
which contain a relatively new type of product informa
tion-- nutrition information. 

On June 30, 1975, the nutrition labeling regulation be
came law. It require·s food manufacturers or processors 
to provide data about their product's nutritional value 
if any nutrient is added to the food or if some nutri
tional claim is made on the label or in advertising (6). 
For example, if the producer makes any reference to di
eting (on the label or in advertising), the package 
must provide nutrition information (5). When the infor
mation is supplied, it must conform with a standard nu
tritional format developed by the FDA. 

Nutrition labeling advocates have assumed that the 
availability of nutrition information would help consu
mers make better food purchase decisions. In theory, 
the information would serve to shift demand from brands 
offering liltle nutritional value to brands offering 
more value. Obviously, such behavior would be desirable 
especially among low income groups. However, previous 
research dealing with other types of consumer informa-
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tion suggests that the intended benefits may not be re
alized easily. Research by Kilbourne (10), Miller, 
Topel, and Rust (11), and Day and Brandt (4) has demon
strated that consumers are very slow to adopt product 
information. To increase consumer awareness and adop
tion of nutrition label information, the FDA developed 
an introductory promotional campaign which included ra
dio and television commercials in addition to brochures 
for consumers. 

While some consumer research exists pertaining to nu
trition information, it does not provide a systematic 
and unbiased estimate of consumer attitudes toward nu
trition labeling. For example, Asam and Bucklin (2) 
studied the communications value of different terms 
used to describe the nutritional content of canned peas. 
Stokes (13) studied the communications value of dif
ferent nutrition information formats. Direct question
ing waH used by Stevan (12) to measure consumer atti
tudes toward nutrition labeling. Direct questioning 
about the nutri U.on labeling concept may lead to con
siderable overstatement of attitudes by consumers. 
This research measured consumer attitudes toward nutri
tion labeling by way of a more indirect method. 

Purpose of the Research 

Based upon the previous research, it was hypothesized 
that products which supply higher levels of produci: in
formation would be judged more favorably by consumers 
than products which provide lower levels of product in
formation. Such a relationship, if discovered, would 
establish support for the importance of information. 
Promotional messages about an information program may 
also have some impact on consumer attitudes toward the 
program. Thus, it was hypothesized that consumer atti
tudes toward products which carry a specific type of 
product information would vary with the introduction of 
promotional messages. Both relationships were tested 
within the framework of the nutrition labeling program: 

Higher levels of nutrition information on 
a food product label will create more favor
able attitudes toward the product. 

The introduction of nutrition labeling ad
vertising messages will influence consumer 
attitudes toward food products which supply 
nutrition information. 

Methodology 

Research Design 

A 3 x 3 factorial experimental design was developed to 
test the above relationships. The two experimental 
variables were introduced to subjects (Ss) simulta
neously in a laboratory setting. One variable repre
sented exposure to nutrition labeling advertising mes
sages (NAM) at various levels. The other variable 
dealt with the amount of nutrition information provided 
on the label (NIL). Each variable had three treatment 
levels--high, medium and low. A schematic of the 



research dl's tgn is provided in Table 1. 

TABLE 1 

SCHEMATIC OF THE RESEARCH DESIGN AND 
SAMPLE SIZE PER TREATMENT 

Nutrition Nutrition Information 
Advertising 
Level Low Medium 

Low 15 15 
Medium 15 15 
High 15 15 

1evel 

High 

15 

15 

15 

A self-administered questionnaire was developed to mea
sure consumer reaction to the advertising and product 
stimuli. The questionnaire contained a small battery 
of questions which pertained specifically to the pro
duct stimulus. The objective was to measure Ss' atti
tudes toward the stimuli and gather basic demographic 
and life style information. Three product-related 
questions were used as indicators of the Ss' attitudes 
toward the test product; overall opinion and perceived 
nutritional value (measured on seven-point hedonic 
scales), and purchase interest (measured on an eleven
point purchase probability scale). Thus, differences 
attributed to the manipulation of the NAM and NIL fac
tors could be measured by examining the attitudinal de
pendent variables between experimental treatments as 
all other design aspects remained constant. 

Subjects 

The research was conducted among 135 adult women in a 
medium-size, mid-Atlantic city. While family member 
roles are changing, data developed by Haley and Over
holser (8) indicate that adult women are still the most 
important segment of consumers for food purchase deci
sions. Ss were recruited at two large shopping malls 
and the test was administered in a central location in 
the mall. Ss were randomly assigned to one of the nine 
experimental conditions with 15 Ss per cell. 

Experimental Procedure 

After agreeing to participate Ln the research, Ss were 
given a portfolio to examine' which contained ten news
paper advertisements. One of the advertisements was a 
test ad which promoted the nutrition labeling informa
tion program. The other nine advertisements contained 
promotional messages for a wide variety of products and 
services. The objective was to briefly expose Ss to 
messages about nutrition labeli.ng (as the FDA planned 
to do in launching the program), thereby extending the 
externa 1 validity of the experi.ment. Since the FDA ads 
would not be viewed in isolation, a competitive adver
tising environment was created for the research. As 
mentioned earlier, the experiment was designed to per
mit multiple message exposures among some Ss. Specifi
cally, some Ss viewed one portfolio (low exposure le
vel), while others viewed two portfolios (medium expo
sure level) or three portfolios (high exposure level)·. 
Table 2 describes the message content of the advertis
ing portfolios. A short, dummy questionnaire was dis
tributed to Ss after the portfolio(s) were examined. 

After a short break, Ss were given an unfamiliar pack-

278 

aged food product to briefly examine. The package dis
played typical types of objective product information 

TABLE 2 

PORTFOLIO COMPOSITION 

Advertisements 

1 
2 

' g 
7 
8 
9 

10 

Message Class 

Cigarettes 
Bread Products 
Automobiles 
Vegetables 
Test Ads 
Spirits 
Milk Products 
Jewelry 
Car Rental 
Other Foods 

(ingredients list, price, weight, etc.) in addition to 
various promotional elements (brand name, usage sug
gestions, etc.). Among the various design elements was 
a panel containing nutrition information. Some of the 
Ss examined a product with a low level of nutrition in
formation (5 items), while others examined an identical 
product with a medium level of nutrition information 
(14 items), or a high level of nutrition information 
(19 items). 

On the basis of a consumer pilot test with 15 women, a 
product judged to be moderately low with respect to its 
nutrition value, was selected as the test product. The 
author wished to see if manipulation of the experimen
ral variables would have any impact on the way people 
judged a product not noted for its nutritional benefit. 
In other words, would consumers attitudes toward such a 
product be likely to change by merely introducing the 
experimental variables? An unfamiliar seven-ounce box 
of vanilla wafers, with a fictitious brand name, was 
used as the product stimulus. 

Analysis 

The data·were analyzed through use of both univariate 
and multivariate analysis of variance. Multivariate 
analysis of variance {MANOVA) is a generalization of 
the classical ANOVA model to cases in which more than 
one dependent variable is involved. A univariate anal
ysis, one which examines the mean values of each re
sponse variable separately, ignores the intercorrela
tions among the three response variables. 

The MANOVA results, which are shown in Table 3, indi
cates that the response centroids for the nine experi
mental groups were indeed different at the.0.5 level of 
significance. However, the NIL factor (nutrition in
formation level) was not statistically significant 

TABLE 3 
MANOVARESULTS 

F Value 

Nutritioa Advartidll& Maaaa .. (!WI) 2.477 

Nutritioll Iafoautioa IAYel (JilL) • 849 

liMA x NIL Illterac:tiOil 1. 444 

Dagreea of 
Freedaa 

248 

248 

32S.3U 

Sipif
iemce ofF 

.024 

.533 

.144 



across the sel or criterion variables. The differences 
in n•sponse centroids appear to be attributed to the 
NAM factor (nutrition ndvertisng message). In other 
words, exposure to messages about nutrition labeling 
had a real infl.uence on consumer attitudes toward the 
product stimulus. The effects due to interaction (NAM 
x NTL) were found not to be statistically significant. 

Table !; describes the results of the univariate ANOVAs 
which examined differences between treatments for each 
ctiterion variable considered separately. The uni
vadabc• ANOVAs provide a check for stability of the 
MANOVA findings as well as a procedure for examining 
test group differences more closely. First, the e~ 

sponse var iah le overall opinion was examined separately 
and the analysis revealed a statistically-significant 
m<1in effect for NAM while the NIL and NAM x NIL effects 
W<•rc• not significant. The same general pattern was 
found for Lhe m·xt dl'JWIHI<·nt variable, purchase proba
hllily--LhL' only slillistkally significant effect was 
altrlbut.r•d to NAM. The· ANOVA results for the last de
pen<ll'nl mr.•<!surc•, perccivt>d nutrition value were slight
i'y different. As shown .in Table 4, there was a statis
tically-significnnt interaction effect .in addition to 
the signi flc<Hlce of the NAM factor (again, NIL was not 
Rignl f!cant). 

TABLE 4 

Since manipulation of the NAM variable produced sta
tistically significant differences on each dependent 
variable, the author proceeded to determine the nature 
and direction of the differences. This was done by 
simply plotting the mean values of the dependent vari
ables at the various NAM levels. The results are dis
played in Figure 1 (overall opinion), Figure 2 (pur
chase probability), and Figure 3 (perceived nutrition 
value). As clearly shown, the relationship was a ne
gative one for each dependent variable. As the number 
of messages went up, Ss' attitudes toward the test pro
duct went down. 

Discussion of the Findings 

Based on these results, Hr was rejected and Hz was not 
rejected. In other words, consumers' attitudes toward 
a food product were not influenced by the amount of in
formation provided on the label. Ss' attitudes toward 
the test product remained fairly even although the le
vel of nutrition information increased. The findings 
suggest, however, that consumers' attitudes toward 
food products may change if they are exposed to promo
tional messages about nutrition labeling. Ss down
graded the test product (which initially was perceived 
to be low in nutrition value) when advertising messages 
about nutrition labeling were provided. Thus, repeated 

UNIVARIATE ANOVA RESULTS 

51.1111 of Mean Sif1111t• 
Square• dt Square F ratio ic:ance 

Overall ~ini n  

Main Effacta 

Adverti•1na Level 19.600 9.800 6.352 .003 

Nutrition Lavel 1. 378 .689 .447 . 999 

tnceraction ~ a  1.556 4 .389 .252 • 999 

Error .ill.:.!Q.Q. .ill .l:.:.lli 

Total 216.933 134 1.619 

Purchase Probability: 

Main Effaces 

Advartiling Level 63.348 31.674 3. 760 .025 

Nutrition Level 15.348 7. 674 . 911 • 999 

Interaction Effect 27.141 4 6. 785 • .805 .999 

Err-or .l:2ll:..ill 126 .§.:..ill 

Total 1167.304 134 8. 711 

?erceived riut'!'ition Value: 

Main Effaces 

..\dvert1s1ng Level l5.126 7.563 3.053 .049 

Nutr! :1on Level 1.348 .674 .272 .999 

Interaction Effect 45.274 6.319 2.351 .042 

£rror lll:.ill .ill l:..:Z1. 

Toral 353. 881 134 2.641 
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FI.GURE 1 
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FIGURE 2 
MEAN VALUES FOR PURCHASE PROBABILITY 
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FIGURE 3 
MEANtVAWifr FOR PERCEIVED NUTRITION 

VARIAitl A'r 'nfREE ADV!:RTISING UV!:LS 
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exposure to promotional messages about nutrition label
ing (by the FDA or other authoritative sources) may 
have the desirable result of making people conscious of 
the nutrition value of packaged food products. Further 
research with other classes of food products and other 
types of product information is needed to confirm these 
relationships. 

As with other forms of consumer research, it is import
tant to recognize the limitations of measuring indivi
dual attitudes via a highly-structured research environ
ment. Attitudes are mental states which are often dif
ficult to assess precisely. Additionally, the experi
ment was conducted in a central location under con
trolled conditions. Under normal circumstances, it is 
doubtful that the product stimuli would have received 
such close attention from consumers, However, these li· 
mitations prevailed equally across all treatments and 
should not have affected the overall comparative re
sults. 

Conclusions and Implications 

This research was designed to provide an indirect mea
sure of consumer reaction to the nutrition labeling pro· 
gram while avoiding attitude overstatement, which often 
results from direct questioning. Although earlier con
sumer research indicated a high level of interest in 
nutrition labeling, this experiment showed a low level 
of consumer involvement. However, the research also 
demonstrated that it may be possible to stimulate con
sumer involvement by introducing promotional messages 
which deal with the concept of nutrition labeling. 
Thus, to increase the adoption of new forms of product 
information by consumers, public policy officials 
should strongly consider promotional activities. In 
other words, it does not seem to be enough to just 



provide the information, additional steps are necessary 
to encourage consumers to utiJize the information. 
Adoption may also be fad.litated by discovering better 
ways to communicate the information while simplfying 
the information processing task. 
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Abstract 

This paper will discuss the significant price differ
ences between original pharmaceutical products and 
generic drugs which oontinue to exist long after intro
duction of lower-priced generics. Apparently, uncer
tainty about generic quality allows the original brand 
to maintain a superior image and substantial market 
share, despite intensive competitive activity. The 
effectiveness of promotion in maintaining substantial 
market share after patent expiration is illustrated 
for Librium(R). Existing policies concerning generic 
drugs are reviewed, and appropriate revisions will be 
rec,ommended. 

Pharmaceutical Promotion 

The Structure of the Pharmaceutical Industry 

The federal government grants legal monopoly rights 
through patents. During the 17-year patent period a 
firm has exclusive use of all benefits derived from 
the protected product. After patent expiration, com
petitors may enter the market. 

Critics of generic drugs argue that some generic pro
ducers have encountered fewer regulations in intro
ducing their drugs than did the original manufacturers. 
While new drugs must be proven safe and effective, and 
pass many clinical tests, some generic products obtain
ed market approval by submitting little more than 
evidence of chemieal equivalence of the active ingredi
ent, and compliance with Good Manufacturing Practices 
(Schwartzman, 1976). Critics claim that the generics 
may contain different inert ingredients ~  may lead 
to different blood absorption rates (bioavailability) 
and side effects, and that dosage measurements, clean
liness standards, and ingredient quality may vary bet
ween manufacturers. 

These issues are currently being debated in the Federal 
Courts (American Pharmacy, 1980). This paper will not 
deal with the relative safety of generic drugs, but 
rather the impl,ications of consumer perceptions. 

The following terminology will be used for pharmaceuti
cal products: a "branded drug" is patent-protected· a 
"branded generic" is sold under a non-proprietary n~ e 
by a firm with its own branded line; a "generic" is a 
chemically equivalent drug marketed by a firm without 
a branded line of its own. The generic source may be 
a major pharmaeeutical firm, or a virtually unknown 
producer. 

When a drug patent expires, the original firm has sev
eral choices: lower the price, to limit competitive 
entry; maintain existing price and maximize short run 
profits, while allowing lower-priced generics to enter 
the market; or intensify brand promotion to combat com
petitive penetration. 

Given an industry with high-priced originals, and a 
potential proliferation of generics, we might expect 
that a high elasticity of demand with respect to price 
would eli.minate large price differences. However, 
differences cnntinue to exist long after competitive 
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entry, and despite enactment of many state substitution 
laws, and increasing numbers of generically written 
prescriptions. 

One explanation for this is effective promotion by 
major firms. If the original manufacturer develops a 
quality image, lower priced generics may enter the 
market and not pose a sufficient threat to induce 
price competition (Schwartzman, 1976). This can best 
be explained by examining the market from a price 
elasticity perspective, as shown in Figure 1. 

FIGURE 1 

RELATIVE ELASTICITY AND PRICES 

Curve A depicts branded drug purchases when a higher
priced original is preferred over a generic substi
tut&, We observe low elasticity, since this market 
segment believes there is no close substitute for the 
original. Curve B illustrates market behavior when a 
group is willing to take some risk of a generic pro
duced by a well-known manufacturer. Greater price 
sensitivity is apparent since, presumably, the selec
tion of a generic indicates a desire to purchase at 
lower prices. Curve C illustrates the segment willing 
to risk an unbranded generic to purchase at lowest 
cost. This group has a highly elastic demand curve. 
Such different market responses allow manufacturers to 
price differently among these groups, even if marginal 
cost is the same for all firms. 

So the question becomes: "How have original drugs 
been successfully differentiated from branded and un
branded generics?" This paper will argue that the 
answer is: "Effective Promotion" by large pharmaceu
tical firms. 

Product Differentiation By Quality Image 

Content of current promotional campaigns indicate 
that pharmaceutical firms are well aware of the quali
ty issue. Original manufacturers stress product 
quality and superior manufacturing processes. 



Branded generles are often developed by a major firm 
to "round out" the product line in those areas in which 
it does not already have a patent. They will gain most 
of the market lost by the original drug after patent 
expiration, and will generally be pricea lower than the 
original drug. Their producers stress company reputa
tion, product liability coverage, quality control pro
cedurcfl, and lower cost. In addition, they frequently 
offer discounts on their patented products with generic 
purchases. 

Generie drugH are advertised primarily in trade jour
nals. They utilize mail order and regular distribution 
channelH. The primary goal is overcoming quality ob
jections and assuring the pharmacist of min.imal risk. 

The purchase decision for a pharmaceutical product in
volves three parties: physician, pharmacist and 
patient. Different promotion strategies are used to 
reach llwsc groups. Manufacturers of brand-name drugs 
promute to physicians and pharmacists, emphasizing the 
f.irm's knowledge of n drug's quality, purity and poten
tial side-effects. Manufacturers of branded generics 
also promote to these groups, stressing lower price and 
firm reputation. Generic firms promote mostly to 
pharmacists and the consumers, stressing chemical equi
valence and price advantage. 

Marketing to The Physician 

In most states, physicians may write prescriptions in 
three ways: by brand name; by the brand name and an 
indication that generic substitution is allowed; or by 
generic name of the drug. Thus, marketing to physi
cians is extremely important. The patentholder who 
can convince the physician to prescribe its product 
has accomplished much toward the long-range goal of 
gaining and maintaining market share, since the pre
scriber mny completely control brand selection. Patent 
benefits can bl.' extended if physicians continue brand 
name e~  lhf.ng. Th0 1 eng thy patent period rl.'sults 
in asRo<·iat lou of the drug with the original producer, 
and this identlt !cation persists long after expiration. 
Drug companies consider this effect a part of the "life 
cycle" of anticipated economic rewards for the risks of 
pharmaceutical research (Harrell, 1978). This may be 
enhanced by legislation prohibiting brand or generic 
substitution, and by generic names which are more clif
f icul t to pronounce and remember than brand names. 

Since it is difficult for a physician to acquire exten
sive knowledge about many drugs, promotion by large 
pharmaceutical firms is a critical factor in the pres
cription proeess. Although the Physicians Desk Refer
ence is the standard prescription reference, it does 
not provide information about specialized uses, or com
parisons between similar drugs (Schwartzman, 1976). 
Moreover, doctors find it difficult to keep up with new 
drug knowledge by reading journals. Therefore they 
rely on major pharmaceutical firms to collect and dis
seminate new drug information for them. This creates 
a situation 1n which they are very receptive to, and 
influeneed by, pharmaceutical promotion. 

Since physicians pract.ice many varied specialties, drug 
firms must carefully target their promotional campaigns. 
They must coordinate sales representatives, journal ad
vertisements, direct mail offerings, and other pro
motional elements. 

In 1978, 20,000 sales representatives were employed by 
the pharmaceutical industry at a cost of 60% of total 
marketing expenditures. They convey information about 
drugs, and therapeutic alternatives. (Harrell, 1978). 
Journal advertising, is primarily a supplement to visits 
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by sales representatives. Direct mail, which allows 
more elaborate explanations and precise targeting is a 
smaller, but. rapidly growing, element in major firm 
campaigns. Sample drug distribution has also been a 
common promotion tool. 

The manufacturer of a branded generic promotes to the 
physician through sales representatives, and journal 
advertisements wh.ich stress high quality and lower cost. 
This can be persuasive because their product line in
cludes their own original branded drugs, and thus en
hances the image of the generics. 

A 1978 American Druggist survey in 40 states revealed 
that only 23% of prescriptions received by responding 
pharmacists were written generically. This is an in
dication of the effectiveness of brand quality pro
motion. 

Marketing to the Pharmacist 

Generic proponents have long claimed that legislation 
which allowed pharmacists substitution discretion 
would greatly increase generic use. However, though 
some form of substitution is allowed in most states, 
the expected response has not been forthcoming. A 
1978 American Druggist survey of pharmacists' atti
tudes toward substitution revealed that 70% of the 
respondents supported substitution. However, although 
80% of their prescriptions allowed substitution, little 
more than 20% were actually dispensed generically. 
When questioned about this discrepancy, 25% believed, 
that although substitution was allowed, the physician 
undoubtedly had a good reason for prescribing a 
particular brand. 

Since a pharmacist who substitutes a generic is res
ponsible for providing a drug with equivalent char
acteristics, manufacturer reputation and liability 
protection are major considerations in the dispensing 
decision. According to the survey, the concern most 
often voiced was over producer reputation; the lia
bility policy offered by the supplier was second. 
Consequently, branded drugs offer product liability 
coverage as a purchase incentive. 

An additional factor affecting pharmacists' prefer
ence for a branded drug is patient consent. A Florida 
survey (Lambert et.al., 1980) found that consumers who 
refused generic substitutes had lower income and drug 
knowledge, and also perceived pharmacists as having 
less professional training than doctors. Hence, the 
pharmacist's image becomes an important determinant 
of consumer choice. 

Therefore, we observe that despite existing substitu
tion laws, many physicians continue brand-name pre
scribing; and pharmacists allowed substitution dis
cret.ion often dispense brand-name drugs. Both of 
these behaviors stem from a concern over generic drug 
quality. 

The Case of Librium 

Roche, the original manufacturer of chlordiazepoxide, 
continues to maintain price and market share leader
ship fifteen years after patent expiration, despite 
competition from numerous generics. In 1960 the in
troductory price of 10 mg Librium(R) was $7.00 per 
hundred. The patent expiration in 1975 resulted in 
a proliferation of generic offerings. Roche con
tinued to maintain price leadership. By 1979 the 
price had risen to $9.93, while the average price of 
chlordiazepoxide was $2.51; and Librium(R) still held 
a 36% market share. 



We will exnminl' the t l.me path of gem•dc aeet•ptance, 
for chlordiazepoxide, utilizing an e i an~  

annual Pharmaetsta Preferences Survey. Respondents 
are askeJ to nnme their drug of choice for prescrip
tions allowing genl'r1 e substitution. C.hlorcfiaze
poxide wns first fneluded in 1977: 

1. Roche 
2. Smith Kline & French 

Labs* 
3. Lederle* 
4. Zenith 
5. Parke-Davis* 
6. Purepac 
7. Other 

(each less than 1%) 

Price or J.OO 
10 mg. caps. 

$8.14 
4.20 

4.49 
1.56 
N.A. 
2.75 

* Indicates a branded generic 

% of 
Preference 

71.0% 
4.8 

3.5 
3.4 
2.9 
1.8 

12.6 

We note that Roche's Librium(R) had 71% of pharmacists' 
preferences, and that either this original drug or 
branded generics were preferred by over 82% of the res
pondents. This survey also indicated that concern for 
quality helps develop a strong association between 
brand name and manufacturer image. When listing their 
choice for chloridazepoxide, 76.4% of the respondents 
who specifieJ Librium(R) did so hy writing ~ e  

Jn the 1978 survey, pharmacists' preferences for Lib
rium(R) had decHned: 

Price of 100 % of 
10 mg. caps. Preferences 

1. Roche $9.45 49.7% 
2. Lederle* 4.48 6.1 
3. Smith, Kline & French* 3.52 5.7 
4. Purepac 2.75 5.2 
5. Parke-Davis* N.A. 4.8 
6. Zenith 1.72 3.3 
7. RuAhY 1.47 3.2 
8. Rae helle 2.06 2.0 
9. Rexall N.A. 1.9 
10. Spencer Mead 1.30 1.9 
11. Other 15.3 

The 1979 survey revealed a similar trend: 

Priee nf 100 Z of 
10 mg. caps. Preferences 

1. Roehl' $9.95 37.7% 
2. Lederle* 3.80 8.5 
3. Smith, Kline & French* 3.03 6.7 
4. Rugby 1.87 6.0 
5. Purepak 2. 78. 5.8 
6. Parke-Davis* N.A.. 4.3 
7. United Research 1.40 2.6 
8. Other 28.4 

These surveys show that many pharmacists still prefer 
the original brand of chlordiapoxide, despite avail
ability of generics from many sources. Apparently 
Roche elected to maintain price leadership after patent 
expiration, and was able to retain a substantial market 
share because effective promotion had achieved a quality 
product image. 

Policy Recommendations 

Relative prices should reflect true quality differences. 
We recommend policies to ensure that relative risk is 
accurately portrayed to consumers. One way to achieve 
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this is to make avaf.lable information on safety and 
risks of branded generics and generic products. Since 
the patient is dependent on the physician's prescrip
tion and to some extent on the pharmacist's advice in 
the purchase process, all three group!! would benefit 
from udditional information. 

One approach is to require manufacturer labeling of 
generic products. Another is to improve the process 
by which a generic product gains market approval. Aa 
previously mentioned, considerable legal controversy 
still exists on this issue. Once a definitive deci
sion on procedures is reached, pharmacists and physi
cians may develop more confidence in generic drugs. 
Perhaps more stringent requirements will reduce the 
number of generics available. However, increased ac
ceptance and available information from professional 
sources about those generics remaining, would provide 
a net benefit to consumers. 

But such recommendations are insufficient. Without 
consumer pressure physicians and pharmacists will not 
be encouraged to increase generic availability. Since 
an important factor in brand name prescribing and dis
pensing is the relative ease of recalling brand names. 
in comparison with generic names, the United States 
Adopted Names Council has an opportunity to take a 
more active role in negotiations with manufacturers 
over the selection of both generic and brand names 
(Silverman and Lee, 1974). 

Revision of state prescription laws must be consider
ed to facilitate physician-pharmacist communication. 
Some states provide boxes on prescription forms for 
"dispense as written" or "may substitute generically" 
to clarify the prescriber's position, and eliminate 
pharmacist call-backs. 

Other policies might include requirements for pharma
cists to advise consumers of available substitutes, 
or the posting of price lists to allow comparison of 
available equivalents. 

One controversial policy, Maximum Allowable Cost (MAC) 
involves a procedure to force pharmacists to dispense 
generic drugs when prescriptions are being reimbursed 
through a government program. The MAC is the lowest 
cost at. which chemically equivalent drugs are gen
erally available, plus a dispensing fee. It is ex
pected to produce downward pressure on prices of 
multiple-source drugs, by those frims seeking n shar(' 
of the Medicaid market. However, MAC provisions have 
raised quality considerationA, and have attracted con
siderable criticism. 

Direct mail may be an informational as well as pro
motional, technique. The Direct Mail/Marketing 
Association estimates that $137,000,000 in prescrip
tions were filled by mail in 1978 (Kirkeby, 1980). 
Increased promotion through this media may help in
crease consumer awareness of available generics. 

Conclusions 

The foregoing discussion has concentrated on promotion 
effectiveness in developing and maintaining quality 
product image. Consumer perception of lower-priced 
generics as inferior substitutes for original drugs 
creates a situation allowing different pricing poli
cies between manufacturers. The recommended policies 
will help to assure that relative prices reflect true 
consumer benefit. 
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NEEDED: A RATIONAL AMgJUCAN MARITIME POLICY FOR TRADE AND FOR DEFENSE 

L. Joseph RoscnberB, University of Arkansas 
E. Cameron Williams, University of Arkansas 

Abstract 

The U.S. maritime system can promote American growth if 
it supplements strong international trade practices. 
What is needed first is a clearly delineated national 
maritime policy. This paper reviews current maritime 
policy, and proposes a specific approach that might sat
isfy both business and national security objectives. 

Introduction 

In this, the latter part of the twentieth century, most 
Americans are only vaguely aware of the existence of 
the United States merchant marine. Indeed, a majority 
of American business and academic researchers are not 
familiar with the essential role and function that the 
merchant marine plays, not only in the U.S. domestic 
economy, but in its international commerce. When con
sidering its technology, management, and promotional ex
pertise, as well as its role in world markets, the U.S. 
should be the world leader in international waterborne 
commerce. But, the U.S. merchant marine lacks policy 
cohesiveness due, at least in part, to a lack of sup
port by the nation's business and academic communities 
for a uniform maritime policy. 

Distribution Strategy 

No macromarketing approach to trade between nations can 
be complete without consideration of distribution, 
which in turn demands that attention be paid to the 
vital role played by a nation's merchant marine. 

The United States merchant marine has declined relative 
to the merchant fleets of other countries and clearly 
the time has arrived for a national maritime policy 
which addresses such problems in the American business 
interest. 

On an international basis, the U.S. merchant marine has 
provided the nation with a military shield serving com
mercial interests in peacetime and providing logistical 
support to lts armed forces in time of war. Yet, com
petitive disadvantages exist in the maritime industry 
because the Federal Maritime Commission does not have 
the authority to require foreign carriers to comply 
with United States laws. Further, there is a move in 
Washington that would place U.S. carriers at a further 
disadvantage by prohibiting their participation in car
rier conferences prelevent in other parts of the world 
(Kanuk 1980A). This movement is compounded by the ad
ministration's attempts to apply U.S. antitrust laws to 
foreign flag carriers. 

To evade various federal regulations, many ships owned 
by American firms are registered in such countries as 
Liberia, Panama, and Honduras - the so-called "flags of 
convenience". For example, the flag of convenience per
mits a vessel under the control of an American company 
to be built in a Japanese shipyard, at fifty percent of 
the construction cost of an American shipyard, he reg
istered in Liberia, and he manned by foreign seamen at 
only one-third the annual payroll of a United States 
crew. A basic problem facing owners of U.S. - flag 
fleets is that the construction and operating costs of 
American and foreign flag vessels is approximately 
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equal (Rosenberg and Davis 1977). 

Since the end of World War II, when it was the leader 
in terms of tonnage, the U.S. has experienced a stead
ily-eroding market share, until today the U.S. ships 
transport only about 5% of U.S. foreign trade, to say 
nothing of a fractional share of its international 
cargo (Kanuk 1980B). 

In 1916, twenty-six years after the Sherman Antitrust 
Act was passed, Congress enacted the Shipping Act, 
which exempted ocean carriers from the antitrust law, 
allowing them to join with foreign carriers in "rate 
conferences", or cartels for fixing rates and terms for 
a particular trade. At the same time, Congress estab
lished the Federal Maritime Commission, to protect the 
public interest through its supervision of the concert
ed activities of these conferences. The Commission's 
regulatory role is not confined to policing antitrust 
exempt activities alone, but through other sections of 
the Act, provides for the enforcement of fair and equal 
treatment between carriers and shippers. 

The Jones Act 

By 1920, the Congress was ready to act to meet the 
needs of the U.S. shipping industry. The legislative 
vehicle of congress was the Merchant Marine Act ofl920, 
In the Senate, the act was amended to include a strong 
cabotage law that has become known by the name of its 
sponsor, Senator Wesley Jones. The Act stated that the 
maritime policy of the United States was to provide for 
a merchant marine fleet " ••• sufficient to carry the 
greater portion of its commerce and serve as a naval or 
military auxiliary in time of war or national emer• 
gency" (Seafarers International Union 1975). 

By amending the 1920 Act, Senator Jones was able to 
achieve his goals which among other things provided 
that: 

(1) A vessel must be owned by citizens of the United 
States. 

(2) The vessel must be manned by U.S. officers and 
seamen. 

(3) Ships must be built in U.S. shipyards (Merchant 
Marine Act of 1920 1972). 

The bill was not exposed to much debate in the Senate 
and passed with a record vote (Congressional Record 
1920). 

The Merchant Marine Act of 1936 

The Merchant Marine Act of 1936 authorized subsidies to 
assist American shipping to compete with the lower 
costs of foreign built and operated vessels. In 1936 
the cost to construct a vessel in an American shipyard 
was estimated to be about 205% that of foreign ship
yards and the wages of United States seamen were approx
imately fifty percent greater than those of the prin
ciple European maritime nations (McDowell and Gibbs 
1954). The cost of building restriction is estimated 
to be in the neighborhood of $150 million annually 
(Jantscher 1973). The Maritime Act of 1936 was consid
ered by Congress for fifteen months and thirty-five 



drafts w<>rc prepared prior to its enactment (Lawrence 
196fi). 

Tht• magnitude of the difference between U.S. and for
eign crew costs can be demonstrated by the example of 
a recent application to the Maritime Administration for 
an 89,700 cl<•ad weight ton tanker to be used in the for
l'IKn c:mnnwrc.e of the United Slates. The wages for 26 
American seamen were estimated at $827,500 per year. 
Wage costs for foreign crew on the same ship would be 
approximately $352,000 per year (Moyer and Henderson 
1974). 

Post World War lL DcvelopmPnts, 1946-1969 

From 1946 until 1969 the Merchant Marine Act of 1936 
remained the cornerstone of the nation's maritime pol
Icy, the baste trust of the Statute remaining unchanged. 
ln 1965, Secretary of Commerce .John T. Connor disturbed 
the maritime industry when he reversed a subsidy and 
admonished the industry for its passive acceptance of 
large wage ~ ea e  During that same year, Nicholas 
Johnson, of the U.S. Maritime Administration commenting 
on wages said, "Only 2H¢ per hour keeps 50,000 seamen 
[rom be lng c I vII servants" (_Monthly Labor Review 1965). 

The U.S. Merchant Marine Act of 1970 

On October 21, 1970, President Richard M.- Nixon signed 
into law the Merchant Marine Act of 1970 (Maritime 
Commission Annual Report 1971). It extended the grant
ing of construction and operation subsidies to bulk 
earrlers and tankers, ineligible under the 1936 Act. 
r'urther, l.t provided for the computation of an improved 
Index to lw used in determining the operational differ
ential (Bowman 1971). Wage costs represented the larg
est port ion of the operating subsidy, comprising approx
imately 83 percent of the total (U.S. Maritime Adminis
tration 1971.). 

[n a .Brookings .Lnst itution study, Gerald R. Jantscher 
examined assistance pumped into the American merchant 
marine ;Jnd shlpbu lid ing lmlustries. He concluded that 
the only valid argument for lt is based on national 
secur lty (Jantscher 1975). 

It is lrue that the evidence for subsidies is less than 
encouraging. In 1936, more than 35% of all U.S. foreign 
commerce was carried in American ships. In 1980, forty
four years after passage of the 1936 act, and after an 
expenditure of some $8 billion in subsidies, American 
ships are carrying less limn 5% of total U.S. ocean
horne fn• Lght trade, ~  lJ. S. foreign commerce has 
l.ncreas<>d flvefo.ld since 1950 (Whl.tehurst 1980). 

No exam.ination of shipping subsidies is complete w.ith
out com< ide rat Lon of the l.mpact of earned freight rates 
on a nation's balance. of payments and supply of hard 
foreign currencies. Norway, a nation with few natural 
resources (prior to the discovery of North Sea oil and 
gaR), supported and pn>tectPd its merchant marine in a 
va r! Pty ll r ways. /Is a rPSU It. it devt•lopl'd a large and 
healthy ~ ~n  fi<'Pl t•ngaged hoth l.n its own trade 
and largely In thl.rd-country trading. The "hidden ex
ports), represented hy earned freight r;ltes, more than 
offsPt what would oth<'rwlse havP ht•t•n a balance of pay
ments deficit (Williams 1978). It has been suggested 
that a principle re<Json for Sov.iet maritime development 
has been to earn hard currencies (Ackley 1976). 

Effective United States Control 

Since a major reason this country supports a merchant 
marine is its potential importance as a military auxil
iary, why has there not been concern about the dependa
bility of ships serving under "flags of convenience"? 
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The primary reason is that such ships operate under an 
Effective United States Control (EUSC) Program. The 
program Identifies vessels owend by American interests, 
but registered under the flags of Panama, Liberia or 
Honduras which are under contract to the United States 
in the event of a national emergency. At the end of 
1976, there was a total of 677 foreign flag ships owned 
by American companies (Kilgour 1977). 

The EUSC program assumes that the foreign registered 
ships of American companies are under their control, and 
that those companies are prepared to exercise that con
trol in the interests of the United States. However, 
on at least several occasions during recent years these 
assumptions have been suspect. 

At one point during the 1973 Arab-Israel war, in respon
se to Soviet threats, President Nixon declared a mili
tary alert. King Faisal, of Sandia Arabia, responded 
with a demand that the American owned company, ARAMCO, 
that had numerous ships flying foreign flags, not supply 
United States military forces in Europe with Saudi oil. 
The American companies complied with the King's wishes, 
though supplying American military needs from other 
sources. At the same time, the liberian president is
sued an executive order which prohibited all vessels of 
Liberian register from delivering war supplies to the 
Middle East. The indicents raise important questions 
about the dependability of the Effective United States 
Control Program (Kilgour 1977). The program has its de
fenders, however; see, for example Church (1980). In 
any event, for the carriage of military equipment and 
supplies, the question is really moot, since almost all 
of the EUSC ships are large bulk carriers or tankers 
(Chase 1976). 

The necessity of an adequate merchant marine for pur
poses of defense becomes clear when one reflects that 
the United States, its NATO allies, and Japan are all 
maritime countries, utterly dependent on oceanborne 
trade, as well as requiring ships for purely military 
purposes. Chase (1976) noted that, during the Vietnam 
war, more than 95 percent of all war material was ship
ped by water. During the seven day Yom Kippur War of 
1973, more than 75 percent of U.S.-supplied war material 
went by sea. Chase also identifies five distinct roles 
or missions which must be played by the U.S. merchant 
marine during wartime. Military sealift; carriage of 
strategic material; direct support of military opera
tions; auxiliary combatants (conversion of merchant 
ships to limited-role warships); and support of foreign 
policy. No one professes that the present U.S. merchant 
marine is adequate in size or composition for the per
formance of these missions. Nor has anyone suggested a 
solution to this problem which is either more effective 
or more economical (in terms of public outlays) than 
subsidization. 

The Conference System 

Most U.S. earriers belong to shipping conferences that 
operate under supervlsod antitrust immunity to set rates 
and sailing schedules and to pool cargoes. Such con
ferences are not creations of the 1916 act, but are an 
outgrowth of the fierce rate competition resulting from 
expansion in available steamship tonnage during the 
half-century 1850-1900 (Marx 1953). The first of these 
cartels was formed in August of 1875 by British lines 
engaged in the Great Britain--Calcutta trade (Ferguson 
et al 1961). 

In 1976, the Justice Department began to examine the 
conference system. The Antitrust Division began to 
question whether the conference system is necessary to 
prevent abuse of monopoly power or whether competition 



governed by antitrust laws could give the same protec
tion. Under the study was the question of whether con
ferences are responsible for stable rates and services, 
or for higher rates and over-capacity. Antitrust spe
cialists are concerned that increasing antitrust regula
tion might preJudice the position of U.S. flag lines 
in relation to their foreJ.gn competitors because of 
difficultJ.es of enforcing antitrust laws against over
seas firms (Farrell 1977). 

tn 1978, Richard J. Daschback, Chairman of the Federal 
Maritime Commission, indicated there is an urgent need 
for revisions in U.S. shipping laws to deal with the 
changing dynamics of world trade (Daschbach 1978). The 
conference system has provided a dual rate contract 
system which offers shippers up to a 15 percent dis
count from listed rates when they agree to ship exclu
sively via conference carriers on a specific trade 
route. Additionally, on every trade route there are 
non-conference carriers that offer lower rates in order 
to attract cargo. Further, several years ago carriers 
of Eastern Bloc nations, which are government control
led vessels, entered foreign trade and began to under
cut both conference lines and independents. Some U.S. 
shippers began to give much of their business to these 
third-flag carriers. 

The recent penetration of state-controlled carriers, 
particularly Soviet, is threatening to U.S. ocean com
merce. Their potential growth is awesome with such ad
vantages as heavy government subsidization, low oper
ating costs, and the ability to set rates without mar
ket restraints. This trend, coupled with political 
rather than commercial motivation, is an example of how 
political considerations have gained importance in the 
world marketplace (Daschbach, 1978). 

To fill their empty cargo space, a number of conference 
carriers offer illegal rebates to shippers. While the 
Federal Maritime Commission has regulatory power over 
foreign lines calling at U.S. ports, due to blocking 
statutes of foreign governments, it has been able to 
enforce violations of conference agreements only 
against U.S. carriers. Thus, the conference carriers 
that suffer under the restraint of U.S. shipping laws 
have been American, contributing further to a weakened 
U.S. Merchant Marine. 

U.S. Maritime Confusion Concerns Trade Partners 

The rest of the World is ready to launch a new maritime 
policy advocated by the United Nations Conference on 
Trade and Development. The terms advocated include a 
cargo sharing system based on a forty percent share of 
shipping for the host country, forty percent for the 
trading partner and twenty percent for third-flag car
riers. 

The major European ship.ping companies are anxious to 
see the United States achieve a positive maritime policy. 
One executive of a Norwegian steamship company comment
ed on the unfortunate rivalry between the U.S. Depart
ment of Justice and the Federal Maritime Commission. 
He strongly approved of the Administration's authoriza
tion of U.S. shipper councils, but warned that they 
would be unable to accomplish their tasks without free
dom from burdensome regulatory procedures (Handling and 
Shipping Management 1980). 

Omnibus Maritime Regulatory Reform, Revitalization and 
Reorganization Act 

In July, 1979, the Carter Administration's policy state
ment was issued. It proposed specific amendments to 
the Shipping Act of 1916 which would reestablish the 
primacy of the Federal Maritime Commission in regula-
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ting ocean shipping; redefine the limits of the anti
trust immunity available to the conferences under Sec
tion 15 of the Act; and authorize antitrust exemption 
for Shippers Councils. 

Representative John Murphy (New York) introduced an 
"omnibus" maritime bill to legalize closed carrier 
ratemaking conferences and permit shippers conferences, 
and to establish a goal of 40 percent of U.S. foreign 
trade in American flag vessels. On the other side of 
the Capitol, Senator Daniel K. Inouye (Hawaii) intro
duced eight maritime bills. 

In January, 1980, the Transportation Association of 
America urged maritime regulatory reform. The TAA told 
the Merchant Marine subcommittee of the House of Repre
sentatives that the primary causes of the decline of the 
U.S. flag liner fleet are the many American laws, regu
lations, and policies that discriminate against U.S. 
flag carriers. While Congress has intended to provide 
exemptions to the antitrust laws by enactment of Sec
tion 15 of the Shipping Act of 1916, the protection has 
been eroded by attacks by the Anti-Trust Division of 
the Department of Justice (Distribution 1980). 

On February 28, 1980, James T. Ci:rowley, Senior Vice 
President, Moore-McCormick Lines, said that the goal of 
regulatory reform should be the reduction of govern
mental barriers. He stated that· the reform must re
affirm the supremacy of the Shipping Act of 1916 over 
antitrust laws. Mr. Crowley added that until the Ad
ministration and the Congress, together with the Federal 
bureaucracies, are governed by a national policy which 
recognizes that the privately owned U.S. Flag merchant 
marine has a purpose, value, and status within the 
whole of the nation's perceptions of strength in peace
time trades and wartime needs, there is little hope 
that the American shipping industry can survive as a 
stable industry (Crowley 1980). 

The latest verison of the Omnibus Maritime Reform Bill 
has provisions that are under attack by the U.S. ship
building unions and the National Maritime Council (NMC). 
The shipbuilders and unions are complaining about pro
visions in the bill that would allow ships built in 
foreign countries, for U.S. lines, to receive a U.S. 
subsidy. On the other hand, the council objects to 
provisions that allow for terminating or reducing con
struction subsidies, and to new definitions of wage 
costs that would change the amount a company would get 
in operating subsidies (Distribution 1980). 

Is Unregulated Competition the Answer? 

Ironically, the Antitrust Division now proposes that 
the shipping industry be deregulated and the Conference 
System abolished. It does not appear to recognize that 
foreign government controlled lines have the ability to 
reduce prices below cost and to maintain such prices 
until competition is forced out of the trade. Once in 
control of foreign trade, it seems likely that third
flag carriers would increase their prices dramatically, 
as OPEC nations have increased the price of oil. 

In 1978, Richard J. Daschbach noted that the Congress 
is aware of the unique economic structure of overseas 
shipping. It realized that a time when America faces 
the growing threat of State-controlled fleets in its 
foreign commerce and a widening trade deficit in its 
foreign markets, application of U.S. antitrust laws to 
the maritime industry would be disastrous. Chairman 
Daschbach added that fragmentation of national policy 
has been evident in America's dealings with foreign 
governments, as well as with technological developments 
in the nation's ocean commerce (Daschbach 1978). Thomas 
F. Moakley, Vice Chairman, U.S. Maritime Commission, 



states that the. llnlted States must develop policies 
that ensure that American flag carriers are not de
prl.ved of their fair share of markets (Rarnberger 1978). 

The• philosophy of free competition has long been con
sidered the optimal mode] for the United States economy. 
Yet, <:onditlons that currently prevail in U.S. ocean 
cmruncrce do not appear favorable to a climate of unre
gulated competition. Foreign carriers not only pre
dominate on the major trade routes of American conunerce, 
but often appear to be motivated by political rather 
than economic factors. International trade requires an 
interface with a wide variety of economic, cultural, 
and political systems which to not subscribe to American 
notions of value of free competition. 

The current trend by the maritime policy makers in other 
nations seems to Indicate a strengthening of conference 
system. Whll" t hc'r" are people In government who advo
cate tl11• dc·regulallon of oc:ean transportation, the 
UnitPd St:rtt•H does not :rppPar to he in a position to 
disregard thc•se realities. 

Conclusion 

A rPvlc•w of the mar it I me pol icy of the United States 
rc•vcals that a f lrm policy has failed to evolve. Basi
ca ily, there Is agreement that the nation_, in its ef
forts to pres<'rve peaee, must guard against its vulner
ability In time of w:1r. The U.S. merchant marine pro
vides 1 og i st ica I support to America's armed forces dur
Ing military conflicts. 

However, there• are numerous differing views. Shipbuild
ers and ship building unions want vessels to be con
structed In U.S. shipyards. Unions want the vessels to 
he manrH'd by American seamen. The managements of ocean 
shipping firms request subsidies, to meet lower cost 
foreign competition. The federal government is under 
pressure to increase subsidies, while striving to main
tain control of the national budget. 

Amcri.can shippers and importers of merchandise and com
modities, to be competitive, attempt to obtain the low
est possible shipping rates. They utilize the services 
of Amer lean and foreign ships that are members of ship
ping conferences, and those of independent ocean car
riers. Increasingly, they are shipping by third-flag 
carriers controlled hy Eastern Bloc nations, disregard
ing possible economic consequences. 

lt is recommended that Congress develop a maritime 
policy based on recognition of existing conditions: 

(1) The U.S. Marltlme fleet is a part of the national 
defense fleet of the nation. 

(2) Flag of convenience vessels have proven to be of 
questionable support in the event of a national 
emergency. 

(3) lt is a gc•Jwr:rl pr-:1ctiee in international shipping 
for foreign carriers to fix rates, set sailing 
schedules and pool cargoes. 

(4) Other eountrles, including the Soviet Bloc, are 
subsidizing the operations of their fleets. 

(5) Many U.S. shippers, in order to meet competition, 
wil I. book shipments on vessels with the lowest 
fn· I ght rates. 

Nn<'r !.can poI. icy makers might take the following action: 

(I) Subsidi:w lhe construction of vessels bul.lt In 
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American shipyards; subsidize the pay of American 
seamen. 

(2) Prohibit the registration by American companies of 
their vessels under flags of convenience. 

(3) Permit American shipping companies to participate, 
in nonregulated fashion, in international shipping 
conferences. 

(4) Require American manufacturing and distribution 
firms to ship and receive at least forty percent of 
their international tonnage by vessels of American 
registry. 

The United States maritime policy requires cohesive de
velopment and unification. American agricultural, com
modity, and manufacturing firms must be given the oppor
tunity to use an economical, competitive, national mari
tlme fleet. And, the maritime industry must be enabled 
to support the international transportation and defense 
needs of the nation. 
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MODELING AND FORECASTING SALES AFTER A MAJOR MARKET CHANGE 

Arthur J. Adams, University of Louisville 

1\hslracl 

CommonJ y liHl'U models for linK' sc•rie:; fitting and fore
;.:,rstlng ,,,.,. not well suited fur accommodating a sudden 
shlJ t in tlw behavior of a serl,,s. U:;ing sales data for 
a JHlrti,·ular firm, tllis paper illustrates the interven
tion analysi:; model technique of fitting :md describing 
the effect of an exogenous event on the serie:; of inter
cHt. 

introduction 

Marketing re:;earchers have expended much effort in de
~ in  model:; for describing and forecasting product 

sales. 'J'he model chosen to describe the sales pattern 
may be motivated by the objectives of the researcher. 
For instance, if the interest is solely in obtaining ac
curate short term forecasts of future sales, a univari
ate tlme ,;eries method such as exponential smoothing or 
liox-Jenkins (B-.J) may be employed. Univariate methods, 
JWr·tll.!uJar·.Ly B-.J, have been shown .In a va:r;:iety of set
Lings to hl• ah k Lo forec.:as t as well as more comp LJc.:ated 
H t ructura L mode[:; (N<'wbo.l d and Granger (1973) for <•xam
plc). Multl.var.lall' modtd approach<•s an• likely to be 
used wllL'n, ins teael or or in addition to obtaining fore
cast:;, there is intere:;t in the effects of proposed in
e ene ~ n  variable (s) on the sales variable. Such ap

proaches inc.:.Lude regression anel distributed lag models 
(reviewed by Clarke, 1976), transfer function analysis 
(lklmer and JohansHon, 1977), causality eletection 
(CaineH et al, i977), and feeelback approaches (Mahajan 
et al, 19HO). 

This HLudy wlll l'Xam.lne a twwly-developed methoel for mod
<'.! ing :urel foreca,; Ling produe l saleH when :m e ~n  e
vent or s<•rleH of events m-cur which change, at least 
temporarily, the .levc•l o[ the sale:; :;cries. The ap
prnadt is ~ i ~ i ~ ~ In that tit<• only elata sc't utilized 
is the Hales scrie,;, but lite model can accommoelate the 
~ e  of a sudden changL' in till' environment. 

l'hl• moJL'is we builel, whatever their application, are 
nece>>:wrlly :;implifications -- parsimonious representa
tions of an aclual proce»s. One example occurH when we 
moele.L data which are gathereel over tlme. In these situ
ation,; then• .is u:;ually the implicit assumption that the 
procc>sH and therefore the variable coefficients are 
HtabJ.e; regression and ells tr ibuted lag models illustrate 
thls point. Mahajan et al (1980) note that market condi
tions (conHumer taste,. economic well-being, competitor 
actlons, Htage of produc.:t life cycle, etc.) do change 
over time, and that the stability assumption is unlikely 
to hold aH we c.:on:;ider data spanning long intervals of 
time. To <kal with suspecteel changing estimates for the 
advertising c<wfficient the:;e author:; offer a bivariate 
method with time-varying parameter estimates to model 
the aelver Lising-sales relat.ionship. The question of mod
el form stability haH also arisen in univariate B-J stud
ies. For cxampl.e Dalrymple (1978) found instability over 
Lim<· in severa.l of his nroelels, and founel it neceHsary to 
change modt·l form from time to time. McKeown and Lorek 
(i97H) founel .it advantageouH, in terms of forecast ac

~  to upelale moelel p:rrameter estimates as new obser
vatlons bl·came avallah.L'-' :mel to periodically permit the 
moelel J orm to be re- idenl i [led. 

in Lids study, a univariate technique called intervention 
ana lysi:-: (Box and--;i'iao,- -1975) is demonstrated on a time 
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series of proeluct sales. The intervention approach is a 
method of dealing with a change in underlying conditions, 
but is oriented toward major and time-definable events 
as opposed to more subtle changes which may unfold slow
ly. Intervention analysis will be shown to be a methoel 
which can offer the researcher potential benefits: an 
understanding and description of how the marketplace re
sponds to the intervention(s), and improved forecast ac
curacy. 

Theory 

Intervention analysis can be viewed as a special case of 
ordinary univariate B-J modeling. To apply the method, 
the researcher identifies and models the appropriate 
univariate (noise) model which applies up to the point 
of the intervention, and then utilizes special parame
ters (omega and delta terms) to describe the effects of 
the intervention. The identified noise model continues 
to apply during and after the intervention; the inter
vention parameters serve to model the incremental effect 
or the interventJon beyond the behavior which J.s due to 
the noise model. Just as a very few autoregressive and 
moving average parameters are capable of describing a 
wide variety of ordinary univariate models, it is like
wise the case that most interventions can be described 
with very few delta and omega parameters. 

Shown in Figure 1 are representations of a few different 
possible kinds of interventions. Figure la shows the 
simplest sort of intervention, a "step," or change in 
level, which is modeled by the omega parameter. Omega 
c.:an be either positive or negative. 

FIGURE l. ILLUSTRATIVE INTERVENTION MODELS 
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Figure lb shows a "pulse" which decays exponentially 
over time. The omega parameter (w ) is used to measure 
the one-period change in the level0 of the series; a 
delta parameter (roughly similar to the univariate mod
el's autoregressive order 1 term) is used to model the 
decay rate. The omega term in this example could per
haps represent the effect of a one-period special adver
tising promotion, with some carryover or residual ef
fects. If no residual effects were present, the series 
would immediately revert to its pre-intervention level 
and no delta parameter would be needed. It should be 
noted that intervention parameters can have a "delay" 
factor; for example an intervention which occurs in 
time period t might not have an effect until time period 
t+l. 

Figure lc i ~ a e~ a positive pulse (w0 ) followed by 
a negative pulse and step (w1· and wz respectively) one 
period later. The negative pulse e ine~ exponentially 
to a new level for the series at wz. Conceivably this 



sort of pattern could describe sales for a product when 
a price increase is announced in advance. This model 
would have four intervention parameters - three omegas 
and one delta. 

The above examples may suggest that it is relatively 
easy to model an intervention by inspecllon, but this is 
not necessarily the case. This i:; because the effects 
of an intervention (if they exist) may be partly hidden 
by one or more of the following: trend, seasonal pat
terns, autocorrelation in the series, and random noise. 
The illustrative figures above presumed the absence of 
these factors. 

Intervention modeling involves the same procedures as 
univariate B-J modeling: identification, estimation, and 
diagnostic checking. In identifying the intervention 
model we keep in mind that the effect can be brief, in
termittent, or permanent, and that the effect can be ob
served immediately or after one or more time periods. 
The parameter estimation step of intervention analysis 
has the potential to isolate the effect of the interven
tion from other types of autocorrelation mentioned a
bove, and thus permit inferences about the magnitude, 
duration, statistical significance, etc., of the effect. 
An estimated model which passes the diagnostic checking 
step may then be used for forecasting. The reader in
terested in a deeper discussion of the model and the es
timation method is referred to Box and Tiao (1975). 

Application 

Data 

The data used in this study are monthly sales of a bev
erage within a sales region for a particular firm. Fig
ure 2 below shows the 24 most recent observations. Not 
shown but used in all models developed are the previous 
38 observations; thus a total of over six years' worth 
of data were available. The data exhibit a very strong 
seasonal pattern and a modest overall upward trend. The 
firm's market !!hare is about ten percent. The sales 
units used herein are actual sales divided by a constant 
to help disguise the data. 

FIGURE 2. SALES PATTERN - RECENT PAST 

Intervention 

Near the end of the 58th period (indicated by an arrow 
in Figure 2) a major competitor's production was inter
rupted by a strike, and the brand became unavailable af
ter store inventories were depleted. Production and de
livery of the competing brand resumed late in the 60th 
period. 

Modeling 

It appears as if the intervention could be modeled as 
two pulses - one in period 59, another in period 60. 
The pulse in period 59 would seem to be the larger one 
since the seasonal peak would have occurred in period 60 
had the past pattern of sale!! repeated itself. 

The first step in intervention modeling is to develop a 
univariate B-J model for the data up to the point of the 
intervention. Since the competitor's product became 
generally unavailable to the consumer at the beginning 
of the 59th period, 58 data points were used to con
struct the univariate (noise) model. It was then found 
that a (011)(011)12 univariate model best described the 
noise series. 

The full intervention model (noise plus two omega param
eters) was then estimated. The algorithm requires 
starting values for the omegas as well as for the regu
lar univariate terms. Final parameter values are shown 
in Table I. 

TABLE I 

FINAL PARAMETER VALUES -MODEL 1 

Model - Term Value Value/Std. Err. 

Noise Model 
Moving Average 1 .632 3.51 
Moving Average 12 .696 3.99 

Intervention 
Omega 0 (period 59) 474 6. 71 
Omega 1 (period 60) -291 -3.80 

The negative sign on Omega 1 is an artifact of the model; 
it does indicate a positive pulse. This model did pass 
the usual diagnostic tests on the residuals. 

This model quantifies the effect of the strike, de
scribing the intervention as having resulted in a sales 
increase of 474 in period 59 and an increase of 291 in 
period 60, both values being highly significant. This 
model form implies a return to "normal" conditions in 
period 61; however this model's forecast for period 61 
proved to be much too high. This result led to specu
lation that perhaps the return of the brand which had 
been on strike should be viewed as a second intervention 
in the marketplace. Accordingly, two--adiiitional inter
vention models were postulated: Model 2 was the same as 
Model 1, but with a negative pulse in period 61 to de
scribe the return of the competing brand as a one-period 
phenomenon; and Model 3, same as Model 2, but with a 
delta parameter to decay the negative pulse over time. 
All parameters proved to be significant for both Models 
2 and 3, thus indicating the need for the delta operator. 
Table II below shows the final parameter estimates for 
Model 3. 

TABLE II 

FINAL PARAMETER VALUES - MODEL 3 
Model - Term Value Value/Std. Err. 

Noise Model 
Mov;lng Average 1 .611 3.48 
Moving Average 12 .677 3.91 

Intervention 1 
Omega 0 (period 59) 471 6.70 
Omega 1 (per;lod 60) -292 -3.77 

Intervention 2 
Omega 0 (period 61) -181 -2.49 
Delta .655 2.11 
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Discussion and Summary 

No forecasting model typically employed by a firm would 
anticipatt' the sales after the strike at the competing 
flrm- these perlods or h.lgh t-wles wen• rclalt"l toe
vellltl outsfdt• tht· linn's t'Olltrol. One ol the unlque 
leatun·H and HdvnntHgt•s or intcrvenllon analysh; 11:1 in 
being able to describe the strike effects by removing 
trend, seasonality, and autocorrelation from the data in 
order to quantify these two "pulses." 

The negative pulse in period 61 and the need to postu
late a second intervention was interesting and nan ~

pated. It is not fully understood why sales were de
pressed in this and subsequent perJ..ods; lt may be due to 
competitor advertising and/or some phenomenon related to 
brand switching. 

In the four periods beyond those shown on Figure 1 mod
els 2 and 3 forecast much better than Model 1; Model 3 
with its decay factor was also more accurate than Model 
2 in all four periods; after this time Models 2 and 3 
became virtually identical. 

Intervention models with just one pulse or series of 
pulses w.lll forecast ahout the sHme as a univarli!tc B-J 
model Jn tlw post-lntt•rvcntlon periods; intervention 
models wllh a step (t'lwngt• ln I eve l) resplluHc or wJ..th u 
delta operator in them arc likely to out-perform any 
forecasting techniques which do not recognize interven
tions as expllcl t.ly as this method does. 
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POISSON FORECASTING MODELS: AN INTRODUCTION 

Jambu Nathan, University of Iowa 

Abstract 

This paper presents the use of the Poisson probability 
distribution for forecasting discrete time series. The 
properties of the weights using the Poisson distribu
tion are discussed. These weights provide alterna
tives, not attainable by exponential smoothing models. 
As an introduction to Poisson smoothing process, a con
stant and linear trend correction models are presented. 
For some of the time series tests, the Poisson fore
casting models show slightly improved forecast accu
racies compared to exponential forecasting models. 

Introduction 

The literature on business forecasting models are nu
merous and varied in nature. The most widely used ap
proaches in the area of forecasting can be classified 
into exponential, Box-Jenkins, and adaptive forecasting 
methods [1, 2]. Both exponential [3, 4] and Box
Jenkins approaches are well established as sound tech
niques for forecasting discrete time series. A de
tailed description of the model identification, model 
estimation, diagnostic checking, and forecasting can be 
found in the text written by Box and Jenkins. In this 
paper a comparison between exponential and Poisson mod
els are presented, while the comparison between Poisson 
and Box-Jenkins models is in order for future research. 

The Constant Exponential and Poisson Forecasting Models 

The basic single parameter exponential smoothing pro
cess is defined as follows: 

Y(t) • aY(t) + (1-a)Y(t-1) 

where, Y(t) = actual time series value for period t 

Y(t) = smoothed time series. value for period t (used 
as the forecast for period t + 1) 

a = smoothing parameter 0 < a < 1. 

(1) 

The above model provides the following weighting scheme 
for t periods of historical time series data: 

(2) 

where 

i = 1,2, ••• ,t (3) 

and 

(4) 

where 

(1-a)t approaches zero as t gets large. 

This paper introduces a Poisson smoothing model which, 
while maintaining most of the advantages of the 

23.J4 

Exponential Smoothing model, provides a new range of 
weighting scheme alternatives for the t periods of time 
series data. The Poisson Smoothing process is offered 
as an alternative to, rather than a replacement for, 
exponential smoothing. 

The basic single parameter Poisson Smoothing process is 
defined as follows: 

Y(t) • e-A[Y(t) + AY(t-1) + ~  + ••• 

A (t-1) . J 
+ ~  (S) 

where Y(t) and Y(t) are defined above. 

Given a discrete time series of t periods, the Poisson 
Smoothing model defines the weights for each period as 
follows: 

e-A A(t-i) 
Wi • (t-i)! i - 1,2, ... ,t 

where A = Smoothing parameter, A > 0. 

(6) 

Since these weights are recognizable as the probabil
ities of the Poisson distribution [S], the forecasting 
model is termed a Poisson Smoothing process. 

-A 
Note that in the above model, e is the weight applied 
to the most recent time series value. The corre
sponding exponential smoothing model weight for the 
same time series value is a, which in most practical 
forecasting problems is .OS or greater. If we restrict 
our Poisson Smoothing parameter A to cases where e-A is 
also .OS or greater,· it is found that the sum of the 
Poisson weights for the most recent time series obser
vations rapidly approaches one, This has practical 
significance in that the older time series data carries 
essentially negligible weights and can be removed from 
the model without significantly affecting the smoothed 
time series value Y(t). Thus, while the Poisson 
weights of equation [6] can be defined for any t • 1,2, 
3, ••• , at of 10 accounts for at least .9997 of the 
total weighting of the past data. In fact, as t 
becomes .1arge, it is only necessary to consider the 
weights for the most recent k periods (k < t). 

The Exponential Forecasting Model With 
Linear Trend Correction 

Let a time series have a constant linear trend b. Ap
plying the constant exponential smoothing model (equa
tion [1]) to the time series provides the following 
smoothed value expression: 

Y(t) • aV + a(l-a)(V-b) + a(l-a) 2 (V-2b) + ••• 

+ a(l-a)n(V-nb) + •.. 

where 

Y(t) • V 

Y(t-1) • Y(t) - b • V - b 

(7) 



Y(L-2) Y ( t- I ) - b = V - 2h 

Pte·. 

'l'lH·n·fort•, 

Y(t) •• •tV[ I + (1-<t) + (1-cx) 2 + ... ] 

- It ( 1-ct) hI I + 2 ( I -<t) + 1 (l-11) 2 + ... 

+ n(l-a)n-l + ... ] 

,,y l - " ( 1-a) b [ r 1 + (I_,,) + ( 1 -ll) 2 + ... } 
" 

+ {(1-<1) + (1-a) 2 + ... } + ... ] 

aV l_- a(l-l1)b [l + (1-a) + (1-a)2 + 
a a a a .. ·] 

+ ... J I_ [1 + (1-ct) + (1-a) 2 
aV - n(l-a)b -

(1 ct 

~  
ct 

Hence the Constant Exponential model lags the linear 

trend or ramp series by ~ b. The exponential 
(1 

(8) 

(9) 

smoothed l'stimatl' of the linear trend can be obtained 
a~  follows: 

b(t) = <tb(t) + ct(l-ct)b(t-1) + 

+ a(l-a)nb(t-n) + ... (10) 

where 

b(t) = Y(t) - Y(t-1) (11) 

No<e that· in Pquatlon [101 the trend estimate in period 
t Is d!'filll'd as till• dlf f!'rc'IH'<' betw"en the two most rc
Cl'nl Hmoolhed estlmall'S of till' Hl'rles. 

'l'lwrefore, tlw smoothed value of the time series in
cluding the linear trend correction is best given by 
F(t) where 

(12) 

Tlw furc•t·ast for !1. periods in tlw future• (assuming no 
seasonal try) is given by: 

F(t+l) = F(t) + lb(t). 

The· Poisson Forecasting Model With 
Linear Trend Correction 

(13) 

Suppose we lillve a time series with a constant linear 
trend b. Applying the constant complete Poisson 
Smoothing mode I (equat jon (5)) to the time series pro
vides the following smoothed value expression: 

-A \ 2 
Y(t) = e [V + \(V-b) + -zr(V-2b) + ... 

(14) 

whl' re 

Y(t) = V 

295 

Y(t-1) = Y(t) - b = V b 

Y(t-2) = Y(t-1) - b = V- 2b 

etc. 

Tlwn•fon•, 

, -A A2 
Y(t) = e V[l + \ + 2T + 

n 
+ ~ + ..• ] 

n! 

2 n 
- e -Ab[\ + ~ + ~ + ] 

2! n! "· · 

-A A -A = e ·v·e - e bA[l + A + ... 

Since eA 

Therefore, 

Y(t) = V - \b 

(15) 

(16) 

Hence the constant Poisson smoothing model lags the 
linear trend or ramp time series by approximately Ab. 
The Poisson smoothed estimate of the linear trend can 
be obtained as follows: 

A A2 
e- [b(t) + Ab(t-1) + Z!bCt-2) + ... 

Ak 
+ 'kTh ( t-k) l (17) 

where 

b(t) = Y(t) - Y(t-1). (18) 

Note that in equation (17) we are applying Poisson 
smoothing to our most recent k + 1 trend estimates 
where the trend estimate in period t is defined as the 
difference between the two most recent smoothed esti-
mates of the series. 

Therefore, the smoothed value of the time series in
cluding the linear trend correction is best given by 
F(t) where 

F(t) = Y(t) + Ab(t). (19) 

The forecast for 2 periods in the future (assuming no 
seasonality) is given by: 

F(t+l) = F(t) + Ji.b(t) 

Poisson And Exponential Forecasting 
Models: A Comparison 

(20) 

The Poisson and exponential smoothing models are sim
ilar in that they are both single parameter models that 
provide weighting schemes for the previous time series 
data. A trial-and-error procedure for finding the best 
smoothing parameter A for the Poisson process would be 
very similar to the procedure used to find the best 
smoothing parameter a for the exponential smoothing 
model. 

With regards to the data handling requirements, the 
exponential smoothing model is superior. The Poisson 



model may require as many as seven more data values 
than the exponential smoothing model. The data han
dling and storage disadvantages of the Poisson model 
may be compensated for by the fact that this model en
ables a new variety of weighting scheme alternatives 
for the past data. In particular, the exponential mod
el is limited to cases where the more recent data al
ways receives more weight. While the Poisson model can 
also exhibit this behavior, it offers some additional 
rlexibility in that certain values of A will allow the 
older data to receive higher weights than the most re-

cent data. For example, a A of 1.2 with e-A equal to 
.3, provides a weight of .36 for data two periods old 
and a weight of .30 for the most recent observation. 
It seems reasonable and conceivable that the weighting 
scheme flexibility of the Poisson model might improve 
the overall forecasting accuracy for some specific time 
series. Examples of the three possible Poisson 
weighting schemes are shown in Figure 1. 

The overall value of the Poisson model will however 
have to he measured in terms of forecasting accuracy. 
In other words, is there empirical evidence that in 
some cases the Poisson weighting scheme provides 
smaller forecasting errors than the exponential 
smoothing model? To obtain an empirical comparison of 
the two smoothing processes, we have selected in the 
first data set three fairly divergent time series: 
industrial production, stock prices, and unemployment 
rates. These series, which consist of monthly values 
over a ten-year period, are shown in Figure 2. 
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Figure 1. Poisson Weighting Schemes withe-A 
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Figure 2. Time Series Used to Compare the 
Exponential and Poisson Smoothing Models 

The forecasting accuracy, which is evaluated for each 
of three future periods, is measured in terms of the 
mean square error (MSE). The mean square error is de
fined as follows: 

T 
MSE = l I ~  - ~  

~ T t=l 
for ~ • 1,2, 

and 3 (21) 

where 

T • total number of time series values • 

For both the Poisson and exponential smoothing constant 
models, ~  = y(t) for all ~  

All time series were forecasted using the exponential 
constant and linear trend models and the Poisson con
stant and linear trend models. Each forecasting model 
was evaluated with nineteen different smoothing para
meters. For the exponential smoothing models we used 
~ • .05, .10, .15, ... , .90, and .95. For the Poisson 

-A smoothing models we used values of A such that e • 
• 05, .10, .15, •.. , • 90, and . 95. In this way, the 
weight applied to the most current observation y(t) is 
equivalent between the two models and therefore serves 
as a basis for comparing the two models. 

&96 

The best exponential and Poisson forecasting models 
(i.e., the best a and A) were identified for each time 



series. The a and A values which yield the smallest· 
MSE are defi.tw<i to be the "b<'st" a and A values. The 
forecasting accuracies for constant exponential and 
Poisson models are summarized in Table 1. 

TABLE 1 
~  SQUARE ERRORS OF THF. BEST_ FORECASTING 

MODELS FOR TEREE TIME SERIES 

1-ll'nn ~i a  

t·:r.ro_r __ 
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l'rotluct lon 
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Utwmp 1 uyuwn t 
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Poft1fiOIL Conn! nnt 

(.-•- .10) 

F.xpunPntJul Conut11nt 
(ct ... ~  

1'(•:' ~  Cm1Ht .1nl 

(.,-• - . )5) 

J.OB 

1.09 

J8J.69 

179.97 

.05 
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The industrial production series favor the exponential 
constant model; the stock prices series shows the 
Poisson constant model providing the better forecasts; 
the unemployment rate series shows identical results 
for the forecasting models. Overall, based on this 
rather limited empirical comparison, the exponential 
and Poisson smoothing models provide quite similar 
forecasting results. 

Table• 2 summar l?.es the resu] ts for the exponential and 
Poisson I Jnc•.ar trend models for the data set. The 
industrial production series favor the Poisson trend 
correction models for all the three time periods. Ex
ct•pt for tlu• first pl'riod, the stock prices series 
favor the l'o1sson trend correction model. In the case 
of unemployment rate series, both models indicate the 
same forecasting accuracies. 

TABLE 2 

MEAN SQUARE ERRORS FO THE BEST FORECASTING 
MODELS FOR TilE THREE TIME SERIES 

------ ~  a_ r_( · ~~~ ~~  

InduHf rlnl 
l'rothH· t I on 

Stm·k l'rll·t•P-; 

Unt!rnploynwut 
R11tt· 

Expon<•nt I ttl Trl'ml 
((t 1 .. ~  a 2 "' ~i  

l'uJ ssc10 1'rcrul 
o., .. . J(J, ~ ,()2) 
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(ctl- . ?:'i. (11 .. lfl) 

Poitn;on Trent\ 
("I • J. )9, A 2 • ? . 30) 

Exptll\l'll! In I 'l'ro•tHI 
(ttl .. . ~  ttl ... Hl) 
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<•1 •. r.o, •, .. 2.:101 

Cone 1 us:!ons 
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l .06 3.15 5. 77 

l.OJ 1.91 ~ 

j(J(o,ldl /.2i.Y1 ?OB. 29 

707 .ot, 208.29 J9fl.2'• 

.01 .Oft .05 

.OJ .ot, .05 

This art !cl e introduces the smoothing process based 
upon the l'oisHon probability distribution. There-
sul Is of till' Poisson forecasting models are compared 
wlth tltl»ll' of Lite exponential forecasting models. Even 
though the s 1 ngl e parame t.er Poisson smoothing model re
qulreH additional data storage, it allows past data 
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weighting scheme alternatives that may in some cases 
yield better forecasting accuracies than those observed 
by similar exponential smoothing models. However, the 
forecasts using this model cannot be updated recur
sively. This disadvantage is minimized due to the im
proved data handling and reduced storage costs of the 
available computers. Perhaps more important, the 
Poisson model provides an opportunity to use a weight
ing logic which does not monotonically decrease the 
weight applied to older observations, and this may have 
some real appeal to the practicing manager who attempts 
to forecast time series values. 
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THE EDUCATION OF THE YOUNG CONSUMER: A CHILDREN'S VIEWPOINT 

Carol Anderson, Southern Illinois University at Carbondale 
James U. McNeal, Texas A&M University 

Background of the Study 

the young consumer has been recognized as a viable mar
ket sinee the mid 1960's. Emphasis has been on under
standing how youth perform in the consumer role and the 
socialization processes involved. (Anderson, 1978; 
Faber and Ward 1977; McNeal 1964, 1976, 1979; Moschis 
and Churchill 1979; Moschis and Moore 1979; Stampfl, 
Moschis, and Lawton 1978; Turner and Brandt 1978; Ward 
1974; Ward, Wackman and Wartella 1975; Wells 1976). 
Concurrently, there has been a resurgence of consumer 
education. A recent issue in consumer education is who 
should bear the major responsibility for it. Busines
ses have shown a willingness to assume some of the re
sponsibility and have developed consumer training mat
erials. McNeal (1978) has argued that business should 
integrate more consumer edueution into its marketing 
strategies in spite of opposition by consumerists 
(Harty 1979). 

Most consumer education materials for children have been 
developed from the point of view of adults ~i  ask
i.ng the children what consumer problems they had and 
what consumer competencies they lacked. It was the pur
pose of the present study to do this. 

The Study 

Recognizing that older elementary school children are 
legimate consumers (McNeal 1978), we decided to ask 
them di.rectly about their consumer problems and com
petencies. We formulated no hypotheses for the study 
because of its exploratory nature. We assumed that 8-
11 year olds were aware of their consumer problems and 
competencies and could articulate them. The random 
sample of 99 respondents was comprised of 45 third gra
ders (ages 8-9) and 54 fifth graders (ages 10-11). The 
two groups differed in mental and chronological ages, 
with about equal respresentation of gender and social 
class. 

Following a pilot study, the questionnaire was displayed 
on an overhead projector and read aloud by a researcher 
while each student completed a questionnaire. (They did 
not know of the study in advance.) Qualifying questions 
confirmed that the children did perform independently in 
the consumer role. 

Findings 

Children perceived problems in making a specific pur
chase decision at the point of purchase because of dif
ficulty in (1) ascertaining product quality; (2) trying 
out products before buying; (3) relating price to a pro
duct's worth; and (4) determining total price. Children 
found they often did not have enough money to buy a de
sired product due to poor i.nformation and planning, or 
discovered variations in quality of products and could 
not buy the preferred quality. Children were also con
cerned about product performance. They wondered how 
easily the product would break, how well it would work, 
and whether it was safe to use. In addition children 
were also concerned about adult approval of both the 
purchase and their purchase abilities. They also felt 
"it's sometimes hard to get people to sell you things," 
and many felt uncomfortable while shopping. 

The children cited inadequcles mostly related to the 
problems noted above. They were: (A) Inability to con-
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firm the final price of products and relate it to money 
on hand; (B) Inadequate criteria to evaluate familiar 
products; (C) post purchase disappointment in products 
after purchase and their own judgment ability, partic
ularly for quality. 

When asked about redress for faulty products, most 
children viewed the store or manufacturer as respons
ible, others their parents. When evaluating themselves 
as effectiveconsumers, only 25% saw themselves as fully 
competent, 50% were unsure, and 10% felt they were not 
competent. Their feelings were somewhat in contrast 
to their behavior. 

Discussion and Implications 

In the case of children, there is a chance to help them 
overcome these problems and incompetencies through con
sumer education programs. According to children in this 
study they need to know how to evaluate products and 
stores and what criteria to use. They need to know 
more about the mechanics of purchasing, who to ask for 
assistance in a store, and how to compute the total 
price of a product. 

A result of the problems and lacking competencies of 
these young consumers is dissatisfaction with products 
and disenchantment with manufacturers and retailers. 
They expected to get "ripped off" or misled by stores, 
packaging, adverti'sing, and salespeople. Clearly, tht:!y 
mistrust the business community. 

These findings, though limited by sample size and re
search procedures, indicate a need for more business in
volvement in the consumer education business in two 
ways. First, business needs public relations efforts 
among children, perhaps by taking useful information 
into classrooms (contrary to Harty 1979) and by let
ting children know they share the same goals--consumer 
satisfaction. More important, business needs to give 
children criteria for judging their products, stores, 
packages, and in-store advertising. Retailers who at
tract young consumers need to be more responsive to 
them (perhaps through the schools) by describing pur
chase procedures and remedies for faulty products. 

In sum, consumerists may argue that business is not an 
appropriate consumer education teacher while others ar
gue that businesses should seriously evaluate the 
quality and usefulness of their educational materials 
(Education: Is It Any of Business' Business?, 1980). 
But it appears the children would welcome some ed

a i n~ e face-to-face exchange--from the people 
they deal with, rather than from those who have already 
declared business to be hucksters. Children feel that 
way already. 

References available upon request. 



WHO'S IN THE PROMOTION 
OF PUBLIC SIGNS 

Panos Apostolidis, University of Scranton 
Angelos Tsaklanganos, University of Thessaloniki 

Abstract 

There is a possibility of finding a discipline to 
sponsor and incorporate in its scope the study and 
application of signs. Because signs - as promotional 
carriers - are related to marketing, some debate among 
behavioral theorists, marketers, and other disciplin
arians may be started on who can better design, 
organize, and utilize everyday signs (no advertise
ments) so that they become more effective. 

Introduction 

lin evolution in signs, beyond advertising posters and 
billboards has been taking place. Signs, like other 
living organisms, change with the passage of time. 
Today, we observe signs in the streets, doors, and 
other sites with different content than before. They 
appear congenial, inviting, and conducive to action/ 
response which they request. Old strict verbs com
manding conformity and obeyance have been replaced by 
"Love Somebody - Use Seat BeLts". If signs are the 
promoters of services and ideas in society and 
business, and if their existence and purpose is to 
activate responses and changes in behavior, then the 
state of art and evolution of this communication 
medium deserves attention. 

Partial Classifications of Signs 

Signs may be grouped into those informing the reader 
about something, aiding in his preferential selection 
of objects, and inciting behavioral response-sequences. 
Classification of signs by message/content produces 
three major categories: (1) to inform, (2) to prohi
bit, and (3) to activate. Signs intend to create a 
response -- make the receiver do something (or not do 
something). Signs, therefore, may be treated accord
ing to their dispositions to request action or 
behavior. 

Sign content can bear inherently intensity and 
strength. Verbs such as "Do Not Enter," "No Change, 
No Ride," "No Credit Cards," etc. indicate strong pro
hibitions or request conformity. There is a trend 
toward motivating the reader to a favorable response 
through friendly persuasion rather than by demanding 
compliance through a· compulsive style of direct orders. 

On Semiotics and Marketing 

New signs can be desiqned and pretested through 
experimentation so that the expected outcome (intent 
of message) can be measured, improved, and placed 
forward to achieving specific objectives. 

Human civilization is dependent upon signs as signs 
involve or affect behavior. The term semiotics -- the 
theory of signs -- was adopted by John Locke from the 
Greek word "semeion." The theory is concerned with 
forms and manifestations of signs, whether in animals 
or humans, whether normal or pathological, whether 
social or personal. Semiotics is thus an inter
disciplinary field of study. 
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The theory of signs embraces the following three 
fields: (1) syntactics, which is concerned with the 
formal characteristics (postulates) and relationships 
among signs; (2) semantics, which is concerned with 
the rules and relationships among. signs; (2) semantics, 
which is concerned with the rules and relationships 
among messages contained in the signs; and (3) prag
matics, which is concerned with the relationship 
(interpretations) between signs and the users of 
signs. Some discipline, whether it is called semio
tics or marketing can help in an integrative effort 
toward the goal of making better signs. 

Who Will Sponsor the Study of Signs? 

As other media of communication, signs are true 
expressions of our age -- an age of exploding informa
tion and instant dissemination. There is no doubt 
that signs can be improved so that they can assist in 
transmitting information of value and help solve 
immediate problems (endeavors, concerns) of business 
and the public. If promotion - as a part of marketing 
- is responsible for the communication process among 
the publics, institutions, and businesses, then the 
"nurture of signs" may not be far away. 

Morris, Charles, Writings on the General Theory 
of Signs (The Hague: Mouton & Co., 1971). 

Engel, James, et al., Promotional Strategy 
(Homewood, Ill.: Richard Irwin, Inc., 1979). 

Green, Paul and Donald Tull, Research for 
Marketing Decisions (New Jersey: Prentice-Hall, Inc., 
1979). 

WE LOVE 
YOUR PETS NO PET BUT REGULATION 

PETS MAY WAIT WANT THEM 
OUTSIDE OUTSIDE 

I PITCH IN I DO PUSH IN 
NOT FOR 
LITTER ECOLOGY 

KEEP AMERIC 
BEAUTIFUL 



PRODUCT SAFETY REGULATIONS AND PRODUCT LIABILITY ACTIONS: 
AN EMPIRICAL ANALYSIS 

Philip Baron, a~an School of Business, Iona College 
Barry R. Baron (Student), Graduate School of Business, University of Pittsburgh 

Abstract 

This paper examines the relationship between product 
safety regulations and product liability actions. It 
employes regression analysis to test the hypothesis 
that an increase in product safety regulations has been 
accompanied by a corresponding increase in product lia
bility actions. Using linear regression equations of 
the form y = m + bx, two regressions were run. In both 
sets of regression the independent variable was found 
to explain a major part of the variance in the depen
dent variable. 

Introduction 

Imposition of the socially desirable requirements on 
business through the regulatory process is thought be
neficial to the consumer. However, the fact that regu
lation of private industry is not free, or even low
cost, has become increasingly evident. Rising prices of 
consumer goods and services, declines in worker produc
tivity, and a reduction in the rate of technological 
innovation have made consumers, business, and govern
ment administrators aware of the mounting cost of 
regulation. 

Increased costs of compliance with the social regula
tions have compelled business to determine the margi
nal cost and marginal benefit of compliance. Histori
cally, regulators (including legislators) have presu
med the benefits of regulation to exceed the social 
cost. Underlying economic (anti-trust and rate-setting) 
regulation has been the thesis that corporate business 
exercises concentrated economic power contrary to the 
public interest. This economic power enables business 
to wield disproportionate political influence, exploit 
consumers, and degrade the environment and quality of 
life. 

Regulation has multiple goals. The economic objectives 
are to minimize social and private costs, to improve 
effeciency as rapidly as possible, and to maximize tech
nolog1 cal innovation. Political aims are to insure free
dom and due process. Social goals invoJved the enhance
ment of the quality of life for all Americans. Achieve
ment of these goals requires compromise and balance. 
The difficulty of achieving the optimum tradeoff among 
these regulatory aims is seen in product safety regula
tion and its impact on product liability actions. 

Methodology 

To test the hypothesis that an increase in product safe
ty regulations has been accompanied by a corresponding 
increase in product liability actions, regression ana
lysis was employed. It was assumed that, if there were 
a relationship, it would be linear over the relevant 
period because (on the basis of exploratory investiga
tion) variance in product liability actions would be 
largely explained by increases in product safety regu
lation. 

Using a prepared computer program, the authors plotted 
correlation matrices for several kinds of data. Product 
safety action data were taken from the annual reports 
of the Federal Trade Commission, the Consumer Product 
Safety Commission, and the National Highway Traffic 
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Safety Administration. Product liability case data were 
from the Federal Courts, State of Connecticut courts 
and from eight other states as presented in the report 
of the Interagency Task Force on Product Liability. 

The period included in the analysis was 1973 through 
1980. More observations would have been desirable to 
determine whether the relationships were linear, but 
such data were not available. However, non-linear forms 
of the regressions were fitted (logarithmic, and square 
roots). They were rejected because the R squares obtai
ned were lower than were derived in the linear form. 
Calculations of the Federal Trade Commission's and the 
Consumer Product Safety Commission's costs per action 
were made by deriving the number of product safety 
actions undertaken by each agency from 1978 through 
1981 (estimated), determining a weighted mean, and 
computing the ratio of that mean to total program cost 
for each agency over the same period. 

Regression 1 represented relationship between Total 
Agency Actions and Product Liability Cases. With an 
R2 of .482 and a significance of .0017, it is clear 
that product safety regulations are contributing sub
stantially to increases in product liability cases. 

Regression 2 represented Total Product Liability Cases 
and Product Recalls. Consistent with what one would 
expect, the R2 which was 0.873, was highly significant, 
0.00034. 

In both regressions, the independent variable explains 
a rnaj or part of the variance in the dependent variable. 
Whether the results suggest that specific agency acti
ons are the significant variable, or whether it is the 
general policy impression created by them is not clear. 
It is conceivable that an impression of vigorous en
forcement creates a climate in which potential clai
mants think there is a greater likelihood of winning 
large damage awards. Increases in liability suits may 
stimulate regulators to more vigorous enforcement. 
Some of the data imply that, as these efforts are ef
efctive, the volume of suits for specific products 
declines. 

Conclusions 

The major policy implication in this analysis is the 
need to move from product safety-imperative decision
making to cost-benefit decision-making at the Consumer 
Product Safety Commission and at the Federal Trade 
Commission. 

The typical FTC consumer protection action costs almost 
$100,000 and may be expected to increase from inflation, 
if nothing else. It is reasonable to assume that a 
point of elasticity will be reached. 

When regulatory costs and litigation costs are joined, 
their justification requires substantial benefits. As 
product safety costs continue to rise, the historic 
presumption that benefits (economic and non-economic) 
are worth any cost for their attainment will come under 
more intense scrutiny. 

References will be furnished upon request. 



LAF'l'A AND THE U.S. FIRMS 

Venkat nkr1 shna V. BeJlur, Northern Michigan University 
lllnnn Davis (sltHil'nt). Northt>rn Michigan University 

AIH<l.ra!'l 

The Latin American Free Trade Association (LAFTA), a 
"Customs Union" of 10 member countries was founded 
during 196.1. 'l'he basic goal of LAFTA was to accomplish 
economic self-Hufflciency through industrialization. 
Lack ol investm(•nt capital and entrepreneurial skills 
necesHJtated ent'ouranging foreign investment. This 
study was, therefore, designed to determine whether the 
U.S. <•ntn•pn•m•urs per!'e!ved that the LAFTA would 
achieve ,.,·onomic self-suffuciency by 1985. Tnformation 
prov.ided by I I rms orerating in or doing business with 
J.AFTA memhl'r countries revealed that the U.S. entrepre
neurs were not oplimlstJc about accomplishing the goal 
of self-sufficiency. 

Introduction 

The IAFTA, camp osed of 10 Latin American countries-
Argentina, Bolivia, llrnz!l, Chile, Columbia, Ecuador, 
Mexico, Peru, Uruguay, :uH1 Venezuela, was founded as a 
"Customs Union" in 1961. The basic objective of LAFTA 
was to promntP regional integration through industria
lization to achieve economic self-sufficiency by 1985. 
The im·fflcient agricultural economy, typical of most 
"developing" nations was able to provide nothing but 
"food and Fibre" to its people. Furthermore, in the 
developing society with dualistic economy, subsistence 
and bartering dominated the marketing activities in the 
rural areas and a market-money economy thrived in 
cities and seaports exposed to foreign influence [Enke]. 
Low per capita income prevalent in most developing 
countries has been responsible for lack of savings and 
cap:ital investment. To compl.icate this situation, the 
majority of available labor is engaged in inefficient 
agricultural activities. Improved worldwide communica
ti.on has l'Xposed the disparity in living standards be
tween the industrially advanced and developing nations. 
To c losl' thl· gap, "economic" or "colonial" exploitati
on, that IH, the export of raw materials from the 
d..,vcluplnv. twlions for proceHs.!ng/manufacturing in the 
inuustrializcd world must end. 

This study examines thl· impact and effectiveness of 
I.AFTA's trade ::md investment policies relative to the 
1985 goal of achieving economic self-sufficiency by 
conducting a survey of the U.S. firms operating in one 
or more I.AFTA countries. LAFTA imposes import tariffs 
on products imported from non-member countries while 
promoting intra-regional trade among member nations 
[Hl•ller J. ll also impose,; limits on foreign investment 
and ownership, encour aglng j ol nt -ventures and licensing 
operations to avoid exploitation. 

Research l'rocPdure 

Data needed to accomplish the objective o[ the study 
were obtained by developing and mailing a two-page 
questionnaire to 498 U.S. firms operating in LAFTA 
countries, during January-February, 1980. Firms were 
randomly selected from the Directory of American Firms 
~ a i~ ..:I:E_ Foreign Countries, 1969, using stratified 

random sampling method. Ten questionnaires were retur
ned as "undeliverable". The i.ni.tial mailing and follow 
up resulted in 70 or approximately 15 percent response 
rate. Of thi.s, only 54 questionnaires were usable. In
formation provided by these firms pertained basically 
to: (1) the structure of U.S. firms operating in LAFTA 
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countries; (2) types/cntegorles of products handled; 
(3) awareness of progress toward achieving LAFTA goals 
by its members; and (4) foreign investment protection, 

Findi.ngs 

Responses indicated that the U.S. firms were most acti
vely involved in onlv five LAFTA n ie ~~ en ina 
Brazil, Colombia, Mexico, and Venezuela. This may be 
due to the more cordial relationship between the U.S. 
government and the governments of these countries or 
to the political stability in these countries com
pared to other LAFTA countries. 

Approximately 25 percent of the products imported by 
LAFTA represented construction and mining equipment 
and industrial machinery, tools needed to achieve 
economic self-sufficiency. Products grouped under the 
category "other" included petroleum and chemical 
products, finished goods and merchandise, and manage
ment and training services. 

Guarantees against specific political risks resulting 
in f.inancial loss were exercised by only 18.5 percent 
of the firms. Guarantees by the Foreign Credit Insuran
ce Association were used by a mere 15 percent of the 
respondents, consistent with the recent findings empha
sizing the need for better management abroad [Kraar]. 

Fifty-eight percent of the respondents did not percei
ve economic integration a viable goal by 1985. Reasons 
for this not too optimistic outlook were: (1) lack of 
cooperation among LAFTA members; (2) varying levels of 
industrialization; (3) nationalism; (4) lack of politi
cal s.tability; and (5) dif£ering political and social 
structures and high energy costs. 

Summary and Conclusion 

The Lati.n Amer lean Free Trade Association (LAFTA) was 
founded in 1961 to promote intra-regional trade and 
industrialization among member countries. To reach its 
1985 a~ foreign capital and entrepreneurial skill 
were needed. A survey of U.S. firms involved in this 
market showed that the U.S. firms were most actively 
involved in five major LAFTA countries. They manufactu
red/exported machinery and equipment, and services re
lated to economic development, and were not optimistic 
about LAFTA member nations achieving their goal of self
sufficiency by 1985. This was attributed to political 
and social conditions, lack of cooperation among mem
ber countries, and high energy costs. 
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FORECASTING OF CONSUMER BEHAVIOR UNDER UNCERTAINTY 

W. Hrauers, University of Antwerp and Military Staff College 

Introduction 

Most textbooks on consumer behavior refer to the incar
nation of the "consumption society theory" which was 
generally accepted in the golden sixties. Since the 
197 3-197 5, this trend seems to have broken. It is evi
dent that the consumer is facing severe constraints and 
that his limited means rather force him to set up a 
scheme of priorities aftPr his objectives, which are 
non-transitive in nature. On the one side he is Facing 
a world, which is not only uncertain but even forces 
a set of constraints upon him, on the other side before 
this situation he has to fix a scheme of priorities 
which however are not dictated by a single utility 
function, but rather by several separate objectives 
(non-transitive). This report, therefore, treats two 
kind of problems-- (l) the pressure on the consumer 
from the uncerta.1.n outside world, and (2) the guidance 
of the consumer by a set of non-transitive objectives. 
Moreover, he is limited in his means. The golden 
sixties thought that this economic principle was 
expelled for ever. 

Consumer Prospects in an Uncertain World 

In an uncertain world, consumption is influenced by 
alternatives which have been scanned by prior infor
mation, intuition and imagination. In social sciences 
prior information, intuition and imagination is assem
bled through brain storming and Delphi exercises. In 
connection with consumer prospects, brain storming is 
primarily useful as "a harvest of new ideas" and the 
session is conducted in a rather structured way. Brain 
,;torming is an interactive method--there is a conti
nuous interaction between all the participants of the 
group, while in a nominal method--there is no direct 
contact between the participants of the group. The 
Delphi technique is an example of a nominal method. 
Delphi tries to improve in group judgment approach 
especially for the consideration of broad issues and 
for obtaining judgmental data. Special characteristics 
of Delphi is the convergence in opinion between the 
experts. This ls extremely important in order to deter
mine the probability of occurrence of an event during 
a certain time span. For that reason Delphi is used in 
cross-impact and in trend-impact analysis. 

Cross-Impact Analysis 

In Delphi interrelations of events are not taken into 
consideration. Cross-impact analysis provides for 
this shortcoming. It uses Delphi and investigates the 
interrelations between events or between events 
(eventually implemented policies) and trends. 

In broad terms, the following steps are taken when 
cross-impact analysis is used for decision making--
(!) the events are found after brain storming and/or 
after several Delphi rounds; (2) the panel is asked 
for the likelihood of occurrence of each event. The 
likelihood of occurrence of each event used finally is 
the median if a second round (the initial probabilities); 
(3) each event is matched to each other event in the 
cross-impact matrix. Each entry in the matrix shows the 
new likel.ihood of occurrence of an event b if event a-
having the estimated probability of occurrence-- occurs; 
(4) from the first cross-impact matrix, the computer 
derives a second one. 
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Trend-Impact Analysis 

In this program, 120 trends are considered belonging to 
the following groups related to the consumer: 
demography, education, marital status, households and 
families, labor force, income and expenditures and 
lifestyle. These trends are matched to several hundreds 
of probabilistic events which may occur e.g. in the 
following ten or fifteen years. For each relevant event 
the influence on the trend is estimated (the importance 
of the influence and the time of occurrence). 

Multiple Criteria Analysis Methods 

Let us start from the following general axiom: given 
two actions a and a' ,their comparison about the 
totality of criteria will conduct to the following 
results: 

a' Pa A aPa' A a'Qa A aQa' A a'Ra A a'Ia 

(P = preferred to; Q = at least as good as; I 
ferent between both; R • indecisive). 

indif-

The "Surclassement" methods treat the P and Q part of 
the general axiom; I is not studied and R is considered 
not to exist. 

Interactive Methods 

The interactive methods mostly bring clarification on 
the R: the decision maker is not clear about his 
preference. Contacts between decision maker and 
research team will clarify this issue. 

The Indifference Method 

The indifference method stresses in particular the I of 
the general axiom. The indifference method may not 
always be applicable. Indeed the method is very 
difficult to apply if there are too many criteria, if 
price considerations are not taken into consideration 
and if s.olutions to fulfill the criteria are contro
versial. If there are too many criteria to take into 
consideration cluster-analysis will bring down the 
number of criteria. 

Conclusion 

Sometimes solutions may be controversial in the fulfil
ment of the criteria. This was the case with the 
Zeeland-problem in the Netherlands, existing sice the 
flodding of 195.3. Heightening the dikes around the 
islands will not guaranty human safety but is a guaranty 
for the status quo of the ecological situation; a dam 
linking all the islands will guaranty human safety but 
would be a disaster for the ecological circumstances. 
The result is a conflict situation which may give birth 
to other alternative solutions of a non-controversial 
nature (in the Dutch example e.g. the erection of storm 
harries). Otherwise one party would feel harmed by the 
other party. 

References available on request. 



TilE IMPACT OF CHANGING PRODUCTS LIABILITY LAWS ON CHANNEL MEMBERS 

Nancy Carr, Corrnnunity College of Philadelphia 

Introduction 

"Products liability" is the name currently given to the 
liability of a seller, or other supplier of chattels, 
to one with whom he is not in privity of contract, who 
suffers damage caused by the chattel. It may rest upon 
the supplier's negligence, a warranty, or it may be a 
matter of strict liability in tort [Prosser, 1971]. The 
old doctrine of "caveat emptor" has been replaced with 
"caveat venditor," as products liability laws allow 
buyers to recover damages from manufacturers, wholesal
ers and retaUers. ln 1931, Chief Judge Cardoza said in 

_gyl!_T!_ X· __ ~~~  ~ ~  ~  255 N.Y. 388, 175 
N.E. 105, "The> burden may be heavy. It is one of the 
hazards of business." Could he have envisioned that by 
1965 the annual number of products liability cases 
would be 50,000 but by 1976 the number would be 1.5 mil
lion per year [U.S. News and World Reports, 1976] or 
thnt in 1975 eompanles would pay $1 .in produets ]labili
ty clnlms per <>very $1,000 .l.n sales, but that only one 
Yl'nr J al<'r tlwy would IlL' paying $2 per $1,000 in sales 
I<:! lllss, 1980('! Whetlwr this ls caused by litig1111ts 
using tlw "deep pockl•ts" thPory, the contingency f<'P 
method of attorney payment, a broader i~  of products 
liability by th<> courts or the development of strict 
1iabl11ty in tort, channel members must know the possi
ble• plaintiffs, causes of action, and defenses. 

Bases of Products Liability for Channel Members 

There an' four nu!Jor bases of llabi 11 ty. These are (1) 
Representations made regarding quality or nature of the 
product; (2) Negligence; (3) Absolute or strict liabil
ity ln tort; and, (4) Breach of Implied Waranty. Each 
cause of action can be used against all channel members. 

I. Misrepresentatlons of Product Nature or Quality. 

The two alternatives for bringing misrepresentation 
cases are the Restatement of Torts, Sectlon 402(B) and 
the UnJform Corrnnercial Code Section 2-313. The Re
statement can be used for misrepresentations made to 
the public ln any way, but they are most often made 
through advertising or labeling. The Uniform Commer
cial Code requlres an "express warranty," i.e. an af
flrmation of fact or promise which becomes part of the 
basis of the bargain not a public mlsrepresentation. 

l( the nwnufacturer, wholesaler or reta.l.ier fails to 
act as a reasonahlP person would act in the same cir
cumstances, he is guilty of negligence. Predictably, 
a stri.c ter standard of care wlll be applied to channel 
members in the future, whereby they will be. held to a 
standard of the reasonable manufacturer, wholesaler, or 
retailer instead of just the flctitious "ordinary rea
sonable person." In this age of channel sophistication 
and specialization, professional comparlsons like those 
used for doctors, lawyers, archltects, etc. are llkely 
to be extended to channel members. Possible areas for 
negligence include handling, warnlngs, inspections, 
representations, etc. 

An open arc;.! for suits is faulty channel corrnnunication. 
Then· may be neg] igcncl' -In fai] ing to communi.cate pro
duct prob.Lcms or negl igcnce in falling to act on infor
mation received. Even being a channel member in a 
channel known to have problems in the past, may be ne
gligence. Every function performed by channel members 
must be done with "due care" to avoid iiabllity negli-
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gence, but even an industry standard is not conclusive 
uu Hlundunl o[ carl!, 

III, Absolute (Strict) Liability in Tort. 

Strict !lability ln tort is governed by the Restatement 
of Torts, 2d Section 402(A), Strict liabillty means no 
privity of contract between seller and buyer is re
quired nor is proof of negllgence, Under strict lia
bllity, a plaintiff can recover from any commercial 
supplier who places an article on the market which is 
in a defective condition unreasonably dangerous to the 
consumer, user, or his property. The plaintiff does 
bear the burden of proving that the defect existed when 
it left the defendant's control, Defenses lnclude 
assumption of risk, misuse and failure to follow in
structlons, 

IV. Liability Based upon Breach of Implied Warranty. 

William Prosser describes breach of warranty actions as 
"a freak hybrid, born of the illicit intercourse of 
tort and contract and partaking the characteristics of 
both [Prosser, 1971]." Implied warranty theory is now 
covered by the Uniform Commercial Code Sections 2-314 
to 2-318. The implied warranty of merchantibility or 
fitness for ordinary purposes is established by Sec
tion 2-314. Fitness for a particular purpose, if the 
buyer relies on the seller's sklll and judgment to 
furnish goods for that purpose, is covered by Section 
2-315. Defenses include assumption of risk, misuse of 
product, failure to give required notice (UCC2-607) 
and use of a valid disclaimer. 

Conclusion 

Products liability laws must be understood by all mar
keters, regardless of their position in the channel, 
Legislation, including the Model Uniform Product Lia
bllity Act, should receive each marketer's attention. 
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DECISION MAKERS IN SMALLER SIZED FIRMS 

Michael R. Czinkota, Georgetown University 
Thomas A. Czinkota, i ~ eine  Gymnasium 

Abstract 

The impact of decision makers in smaller sized firms is 
investigated, Contrary to frequent assumptions, most 
firms were found to have more than one decision maker. 

Introduction 

Reaching the right person may mean the difference between 
success and failure of one's intent. Whether or not this 
has been achieved is often difficult to gauge. a i ~ 

larly the researcher using mail questionnaires faces 
this problem, particularly when using Attitude, Interest 
and Opinion (AIO) questions. The issue becomes even more 
complicated as organizational size increases. Reaching 
the "right" 'individual, is a function of the organiza
tional size and decision area. However, it is not here, 
where the complexities end. Whc·n dividing the decision 
process into: 1. The basic decision to engage in nn 
actlvJty; 2. Tnitlation of the activity; 3. Implementa
tion of the activity; 4. Evaluation of the activity; it 
becomes evident that the input and impact of- the indivi
duals may also vary depending upon the stage in the de
cision process. 

Particularly for small sized firms, researchers have 
avoided this complex issue by either implicitly assuming 
that a firm has only one decision·" maker or by explicit
ly stating the same assumption as (an unproven) fact. 
Although occasionally the need to consider various deci
sion makers has been recognized, such infrequent consi
deration is insufficient to insure quality findings. 

Investigating the Decision Makers 

To narrow the scope of the research and obtain results 
generalizable to similar populations, only small and 
medium sized firms were investigated. Using sales vol
ume as a proxy for size, firms were grouped into these 
categories if they had annual sales of $50 million and 
below with medium sized firms having sales between $5 
million and $50 million and small sized firms having 
sales below $5 million. The use of these cutoff values 
was based on testimony in congressional hearings and 
interviews with businessmen. Tl1e data were gathered via 
a questionnaire mailed to 1,004 firms in three indus
tries (SIC's 353, 372, 382). The overall response was 
30%, yielding 198 usable responses for purposes of this 
analysis. 

The qu.,stionnaire was ma-iled to the chief executive of
ficer of each firm. In the cover letter the recipients 
were asked to have the person responsible for, or most 
familiar with the d"cision area under s-tudy f.tll out the 
questionnaire. Within the instrument, thP recipients 
were asked to indicate the percentage of influence each 
one of several possiole decision makers had on the e i~ 

sion process. To control for decision area, the e ~ 

tions focused only on the export decision process which 
had been partitioned into the previously mentioned four 
areas. The results indicate that the president of the 
firm is a principal decision maker at all stages of the 
export deci.sion process, followed by the vice president 
for marketing. Whil<· the basic decision to engage in an 
activity is mainly taken by the president, his relative 
role declines 1n the initiation, implementation, and 
evaluation phases. Compared to the president and the 
vi.ce president of marketing, the chairman's role seems 
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to be a minor one, with most influence being noted in 
the basic decision phase. The international manager 
has very little input initially, but his role grows in 
the implementation stage, This may be due to the fact 
that, unless the basic decision to export has been made, 
a firm is unlikely to have an international manager. 
When comparing the roles of decision makers in small and 
medium sized firms, the specific decision input of the 
president seems to be less in medium sized ffrms with 
more influence being assumed by the marketing manager-
probably reflecting a delegation of authority. Such 
delegation seems to be especially strong in the ini
tiation and implementation, but it :l.s also evident in 
the evaluation phase. 

It is also of importance to determine whose opin:l.ons are 
actually obtained, since the decision i.nput of a partic
ular _1obholder, e.g., the president, may be perceived 
differently by the president than by the vice president
marketing. Therefore, the respondents were also asked 
to identify their own positions. The data .indicated 
that, compared to their actual decision participation, 
a very large proportion of questionnaires was answered 
by company presidents. While the low percentage of 
responses coming from the positions of chairman, vice 
president..,.finance and vice president-production are 
somewhat reflecting their low decision input, the pic
ture changes for other positions. Clearly overpropor
tional responses are obta:l.ned from persons falling into 
the categories of executive vice president and "other". 

Implications 

The results of this research show that that the assump
tion that only one decision maker exists within the 
firm is not always reasonable. Particularly in the 
context of the export decis:l.on, it seems that aiming at 
the highest level (the chairman) :l.s not necessarily 
best, and that aiming only at the president of a firm 
may often not reflect the significant impact of other 
executives in the initiation and implementation phases 
of a decision, which appears to grow with the size of 
the firm• In terms of the respondents it seems that 
there is a relatively high response rate of nonpartici
pants in the particular decision process, such as the 
executive vice president and the category of "other". 
Many of these respondents may be only second guessing 
the opinions of others, and may therefore, although in 
good faith, provide misleading data. 

Further research should be conducted investigating other 
major decision areas within the firm in order to obta:l.n 
results generalizable to all areas of the firm. It 
would also be interesting to investigate the relation
ship between fi·rm size and influence distribution more 
closely.: Overall, it should be kept in mind, that more 
than one significant decider are likely to exist in an 
organization. These individuals need to be considered 
in both the data collection and the information dissem
ination process, and should be aimed at through a 
''routing" request in the cover letter. 



THE EFFECT OF ADVANCED WRITTEN NOTIFICATION ON MAIL SURVEY RESPONSE AND ITEM OMISSION RATES 

Wll"llam P. Dommermuth, Southern Illinois University 
John H. Summey, Southern Illinois University 

Ronald D. Taylor, Southern Illinois University 

Till' purpoSL' nf this study is tn examine one of the more 
co•Hmonly US<'d mnll surV<'Y m<'thodologi<"ll manipulations, 
<tnd adv:llll'l'd wt-i llvn nul i i ~a i n  Ln terms of thP ef
fects tlwt this vari;thl<' h:ts upon both the response 
r;tl<' :111d IL<·m omission ratt> of the survey. Kephart and 
1\rl's,;[,.,- (l'l'>H) r'"''"' llt:tl :tdvaneed notification had no 
Cl r r l'C l up oil response L'llt'S to the survey. Parsons and 
~  (1972) on Lwo dlfferent samples, also found 
lh:JI prior wrl.tten twLifkation did not increase the 
rt'S[Hl11SL' r:tlL'S Lo the Sllt-vey. 1n contrast to the two 
studies abovv, rord (J 967) found that response rates 
wen' significantly high<·r wh<'n advanced written notif
.icat!on was employl'd. Ford (1967), also examined the 
effect of written :1dvanced notifiction on the rate at 
which tpwstions wl're lPft unanswered (item omission 
rate). Ford ( 1967) found that i tern omission rates were 
not significantly affected by advanced notification. 

A summary of past studies using written advanced not
ification seems to ~ i a e the effect of this variable 
has had mixed results on rasponse rates and seems to 
not affl'rt item omission rates. The purpose of this 
study i.s to reexamine till' effert of advanced letters 
upon response rates and -I tcm omission rates. 

Methodology 

The data used in this study were derived from a sys
tcma tic random sample of 1860 purchasers of new, full
sized cars. The sampl<'memherswere chosen from a list 
that was supplied by R. L. Polk and Company and were 
residents or st'rveral large midwestern cities. Half of 
the smaplt' r<'<'cived a pre-notification post card in
rormi llJ', th<'lll of the qut•>:L ionn;d re and <1Sk lng them lo 
('OOJH'r<ttt· hy n.•lurnlll}', tht• <'Oillplt•l(•d qu<-'slfonnnln· whPn 
lh<'Y rL't'l'iV<' ll. 'l'ltc' ollll'r lt<tld or Lh<' sampLL' rL'<'l'iVL'd 
no prior noUricatlon of lhe questionnaire. 

One W<'ek after the advanced notice postcards were mailed, 
<'<!l:h mcmlwr of the sample was sent the package of survey 
m:tterLals. 'l'lds package included a cover letter that 
:tsked for thvit· pnrtit·ip:ltion, tlw questionnaire, and 
a poHL:tJ',<' p:1id n•!t1rn t·nv<'loJH'. TIH' qtlt'sl.lnnn:tirt' used 
In till;: ::!tidy lnvolVt'tl roll!- oi'ISL'( prlnlt'd Jl:l!\l'S, which 
it:td l:tk<'ll rlf!l'l'll llllllllll'S, 011 I.JH' :!Vl'r:IJ',l' [o l'Ompi<'t<' 
during pr<·-1<'"' Hit·tl:tl ions. 'I'IH'rl' W:tH :t to!;tl uf fl.fty 
answt•rs l';tlll·d lnr on lhl' survt-y lnsrrtutwnl. Tht•n· wert· 
:t vnriPLy or qtwstlon typPs usl'd, although most of the 
questions either invo.lved a sem;mtlc differenUaJ or 
were muLLichodimus in nature. The subject matter for 
the questions involved information on psychographies, 
dC'mngr:1ph I cs, ;Jnd ;nttnmob i 1 P purchasing hehavi.or. 

Findings of the Study 

Tolli>t• I comptl rl's rl'spunsc.· r;1l c.•s he.· l W('Cll rc.·spoiHIPnLs who 
rL'l't' I v<·d wr i ll<·n prt'-nol i r i ''"I I on :tnd t:hns" who did not 
rpcelv<· lid,; null r lc:tl ion. 

The diffl'rt'twe between the two groups relative tore
sponse r:11:es was 4.6%, which was found to statistically 
signifi,·ant, through ~ e use of a t-test, at the .05 
level. Thus, hypothesis number one is rejected. Among 
respondents in this study, pre-notification clearly 
raised the response rate by an amount that is stastically 
significant. 
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Table l 

EFFECT OF PRE-NOTIFICATION ON RESPONSE RATE 

Group Receiving Writ
ten Pre-Notification 

Group Receiving No 
Pre-Notification 

~

Total Size Number of Response 
of e ~ ~a e __ 

930 339 36.5% 

930 297 31.9% 

Table 2 summarizes the findings regarding the effect of 
pre-notification on item omission rate. 

Table 2 

EFFECT OF PRE-NOTIFICATION ON ITEM OMISSION RATE 

Mean Number of Standard 
Items Omitted Range Deviation 

Group Receiving Writ-
ten Pre-Notification 2.18 0-34 5.08 

Group Not Receiving 
Written Pre-Notification 3.46 0-49 9.16 

The difference between the two mean numbers of items 
omitted was 1.28, which was found to be statistically 
significatn at the .01 level. 

Discussion 

The f lndings of this study support the f Jndlngs nf Fonl 
hy Indicating that a higher response rate to a mail 

survey was achieved through the use of advanced writ-
ten notification to sample members. Furthermore, these 
findings indicate that the improved response rate is not 
at the expense of response quality. On the average, pre
notified sample members were not only more likely to re
turn their mail questionnaires, but also were more 
J·ik<'ly to answer a larger proportion of the qul'St:l.ons. 
The fact that this study found that item omission rate 
was lower for groups who Wt'r<' notlfic'd in advance of 
thelr hei.ng lncl uded in till' sampl<', was contrary to till' 
findings of Ford. Obvl.ously, the issue about the 
effect of advanced notice on item omission rate needs 
to be the subject of additional study to help resolve 
these discrepancies. In partial support of the find
ings of this study, 
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THE APPLICABILITY OF SOCIAL JUDGMENT 
THEORY TO ADVERTISING 

Myron Glassman, Old Dominion University 

Abstract 

The applicability of using the social judgment theory 
concepts of discrepancy and !attitudes of acceptance 
and rejection for designing advertising messages was 
investigated. Serious questions about its usefulness 
~ e discovered. 

Introduction 

Within the framework of social judgment theory, 
adv.ertising messages will have their greatest impact 
when the message advocates a position which falls 
on the boundary betwec>n the latitude of acceptance 
and the loLitude of rejection. One way of determin
ing latitude boundaries and the discrepancy between 
the advertisers and consumer's belief position is to 
use probabilities. For example, a person who assigns 
a probability of .65 to the statement, "Detergent X 
cleans well," may accept a statement which assigns 
a probability of .75 to the relationship (a discrep
ancy of .10) but reject one which assigns a 
probabllity of . 80. Advertisers would assign these 
probabilities by using modifiers (e. g., "usually") 
rather than numbers. 

For the social judgment notion of discrepancy to be 
useful to advertisers within group consistency, i.e., 
the extent to which individual scores are widely or 
narrowly clustered about the average probability 
score and within product consistency, i.e., the 
extent to which qualifiers are viewed as having 
similar or dissimilar probabilities or evaluations 
when assigned to different product attributes must 
be determined. 

Method 

Subjects were 35 undergraduate students taking an 
introductory advertising class and responded to 
questions such as: "Brand X" cold tablet is usually 
fast acting. To me, "usually" means that "Brand X" 
cold tablet would be fast acting % of the time. 
Respondents were asked to assign probabilities to 
the following qualifiers: normally, frequently, 
usually, seldomly, ordinarily, generally, rarely, 
often, always, and probably, that were linked with 
three attributes of coid tablets: fast acting, 
relieves congestion and relieves pain and discomfort. 

[{C'sul ts 

ThP flrsL question dealt with the extent to which 
there was within group consistency in assigning 
probablllLl.es. 'J'he standard deviations ranged from 
16.'1 to 32.6. Such standard deviations make setting 
latitude boundaries quite difficult and decrease the 
likelihood of creating a message that a large group 
of people would find persuasive. 

A second question dealt with within product variance, 
i.e., the extent to which qualifier's meaning varied 
as a function of the attribute being qualified. In 
an attempt to minimize variance, three attributes, 
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which based on a pre-test were salient to the same 
product, were selected. 

The data was analyzed in two ways. First, Spearman's 
rho was used to determine if the rankings of the mean 
probability scores were consistent across attribut.es. 
All coefficients were significant at p < .01. A one
way ANOVA was performed on each modifier's probabilit) 
scores. Of the 10 one-way ANOVAs performed on each 
modifier's probability socres, three were significant 
{usually, generally, and always). Based on the 
results of the one-way ANOVAs and Spearman's rho, it 
seems that there is a high degree of between attri
bute consistency. 

Discussion 

Despite the high between attribute consistency, a 
lack of within group consistency suggests that a 
discrepancy approach to advertising will not increase 
its effectiveness. However, the research paradigm 
should not be abandoned for the following reasons: 
(1) between attribute consistency was high. While it 
is true that the study was designed to encourage the 
relationship, the fact that a strong relationship 
was found should not be minimized; (2) it is possible 
that the standard deviations, while, "large" accord
ing to the analysis, are not too large to prove 
effective. Future research may demonstrate that 
assigning a probability .10, .15 or .xx above the 
average probability may lead to an exceptionally 
effective message. 



HUMAN VALUES AND USE OF TIME 

Douglass K. Hawes, University of Wyoming 

Human Values and Time Use 

the history of interest in human values as moderating 
variables in behavior has been most thoroughly traced 
by Clawson and Vinson (1978). The potential utility in 
underst:mdlng "our society 1 s transition into affluence" 
by studying both human values and the allocation of 
time wns noted by Nicosia :md Glock (1968). Most re
ported studies in this area have adopted the Rokeach 
(1973) framework of "instrumental" and "terminal" 
valu<'S. There are exeellent summary discussions of the 
Rokench paradigm found in the Clawson and Vinson (1978) 
and Vinson, Munson and Nakanishi (1977) papers. 

Most of the articles on time usag<' in marketing related 
n ~  havP nppeared since the mid-1960's and are 

notL,d by Hawes (1977). It was noted that time usage 
patterns (may play a more important role in buyer be
havior Lhan previously thought." (Hawes, et. al., 1978, 
p. 159). 

Finnlly, both Carmen (1978) (directly) and Robinson 
(1977) (lndlrt>etly) postulate that core or global values 
~  affec·t time use. Carmen (]978, p. 403) suggests 

that "terminal values lead to holding certain instru
mental values to be more important than others. These 
are the causes of interest and assumed roles that, in 
turn, are the cause of the activities in which one uses 
time." 

Titis paper addressed the following research questions: 
(1) Whnt is the relationship, if any, between value 
constellations and time usage; (2) Are the value con
stellations found by Vinson, et. al. and Scott and 
Lamont through factor analysis replicable; (3) Are 
demlJgraphlcs or values more e f fee U.ve in accounting for 
th<• varl:uwc· in liS<· nf tinw? A qllest·fonnaln' cnntnin
ing :tll '16 RokL,;lch valut>s, an <>ighteen category time
bndgt>l quc•s t I on, :utd st•ven dt'tnograpldc var l.ah 1 es was 
prt>p:1rvd. Six-point l.ikc•rt ,;c·;tlt•s anchon•d by "vt•ry 
i n ~n  unlmpnrl:tnt" Wf'rt' used to mt>asurc the 
Jmportanc·c• lq the rt•spnntknt of t•ach Rokeach valut>. 
Respondents wer<' nsked to indicate the approximate 
number of hours per average week which they spent in 
each of 18 activities. Approximately 300 questionnaires 
were distributed; a total of 174 usable questionnaires 
were returned. 

Results 

The respondents were predominately married, between 25-
1,4, employed in "white collar" or professional occupa
tions, college educated, and in the middle income 
bracket. In order to determine the underlying cogni
tive dimensions in the Rokeach values, a principle 
component/Varimax factor analysis was performed on the 
total group of 36 vnlues. Eight factors were isolated 
which accounted for 73.7 percent of the variance. The 
last two factors also collapsed logically into two 
higher order fnctors, which resulted in six factors 
rotated through the ~  im:tx procedure. 

Wh1ll' thl' factors appc•arL•d to "make sense" intuitively, 
for the most part, they did not as clearly distinguish 
hc·tween u•rmlnal nnd instrumental values as one earlier 
study had indicated (Vinson, ct. al., 1977). On the 
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other hand, Scott and Lamont (1973) found a pattern of 
mixed loading similar to the factors found here. 

Factor 1 represented traditional core values and was an 
even mix of "terminal" and "instrumental" values. Fac
tor 2 was primarily an "instrumental" factor and appears 
to depict the independent thinker. Factor 3 was pri
marily a "terminal" factor, and seemed to depict a more 
liberal view. Factor 4 was a mixed factor and would 
appear to depict a "golden rule" dimension--a seeker of 
inner and external peace. Factor 5 was essentially a 
"terminal" factor and seems to reflect an outgoing, 
stimulus-seeking dimension or need. Finally, Factor 6 
apparently connoted a friendly, social-climbing dimen
sion. 

The factor scores were correlated with the demographic 
variables. Factor 1 was stronger among higher income, 
non-college graduates, while Factor 2 appeared to re
present married students or lower paid professionals. 
The values in Factor 3 were held by the better educa
ted. Factor 4 was somewhat associated with younger 
ages. Factor 5 was associated with full-time employed 
persons, and to some degree with higher status occupa
tions; while Factor 6 was associated with married wo
men with moderate educational achievements. 

Time Expenditures by Value Constellations 

Respondents positively associated with Factor/value 
constellation (group) 1 spent more time sleeping than 
those associated with groups 2, 4 or 6. They also 
spent less time commuting to and from work than those 
in groups 2 or 6; less tiwe on "other work related 
activity" than any other group; more time shopping and 
watching TV than group 4; and more time playing with 
children and attending sporting events than group 5. 
Group 2 respondents spent more time on "other work 
related activity" than those in groups 1 or 6; less 
time in housework/home maintenance and attending 
sporting events than group 4; and less time reading 
print media than group 5. The time expenditun• pat
terns of the other groups were less clear. 

Regression of Value Constellations on 
Time Budget Categories 

In order to determine whether value constellations or 
demographics had a greater effect on time budget cate
gory variability, a series of eighteen multiple re
gressions were run using each of the time budget cate
gories as the dependent variable, and each of the Six 
factors (via factor scores) and related demographics 
as the independent variables. At best, the results 
indicated that both types of independent variables seem 
to "work" in different situations. There was not a 
clearly preferable type of variable (demographic or 
value constellation) in this particular study. It is 
encouraging to note, however, that most of these de
pendent/independent variable relationships "made sense" 
intuitively or on the basis of other studies. 
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A PERSPECTIVE ON APPROPRIATE TECHNOLOGY TRANSFERS 
PROBLEMS AND PROPOSITIONS 

Charles Henderson, Temple University 
Rajan Chandran, Temple University 

Abstract 

In discussions of the impact of technology transfer, 
writers have often failed to keep the comprehensive 
definition of technology transfer in mind. They have 
most often focuaed on the supply side of technology 
transfer and ignored the demand side of technology 
transfer. The authors present a view of 'appropriate' 
technology transfers that integrates both the demand 
and the supply dimensions. The authors examine LDC 
policies on technology transfers and the role they 
have played in Multinational Company Strategies in 
technology transfer. Proposals for making technology 
transfers more appropriate are offered. 

Technology can be comprehensively defined as all the 
direct and indirect means employed to produce, distri
bute and consume the need satisfying characteristics 
of products or services. The transfer of these means 
between nations by individuals, groups, businesses, or 
governments has been widely acclaimed by many as a 
highly significant factor in worldwide socio-economic 
change. 

However, in discussion of the impact or relevance of 
technology transfer many writers have failed to keep 
the comprehensive definition of technology in mind. 
They have most often focused upon the production ~ 
~  and distribution (movement) of technology which 
includes technology directly embodied in tools and ma
chinery plus disembodied technology in the form of mar
keting and management techniques. Consequently, they 
have ignored a most important consideration, namely, 
the consumers' reasons for desiring any changes in 
their technology (demand). In the paper an attempt is 
made to avoid this problem by presenting a view of "ap
propriate" technology transfer that integrates both 
the supply and demand dimensions of the issue. 

Our remarks are directed towards the relationship be
tween The Multimational Corporations (MNC's) the pri
mary suppliers of this technology and the so called 
"less developed countries" (LDC's) the demanders of 
this technology. This choice was based upon two fac
tors: (1) The well known economic power and technolo
gical prowess of MNC's and (2) The great amount of 
criticism directed towards MNC's in the popular li
terature emanating from the LDC's. Essentially, this 
criticism is quick to sur,gest that the technology 
transfered by MNC's has been economically inappro
priate for the "stap,es of development" at which the 
LDC 1 s are now positioned and/or too much of a strain 
upon their existing cu]tural values and norms. Ina
bility to easily understand and absorb the new tech
nologies is alleged to leod to political and cultural 
shock, violent rejection of the MNC's as in Iran and a 
call for appropriate technology by reactionary nation
als and external observers faced with this criticism. 
We can pose the following question: In what evalua
tive context should such appraisals of MNC's be 
viewed? What policy possibilities exists to resolve 
any goal conflicts between MNC's and LDC's that inhi
bit the efficient use of MNC's as development tools? 
To provide some insights into these questions this pa
per proceeds, first, to examine the basic concept of 
technology transfers, LDC rooted problems and policies, 
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and the heavy contribution these have made to MNC mar
keting strategies and goals. Secondly, proposals for 
making technology transfers more "appropriate" are 
offered and supported. 

In the paper we have attempted to offer a perspective 
on the issue of technology transfers which may facili
tate speedier progress toward goals when scrutinized in 
context. Although we have offered several proposals to 
aid in finding a solution, we make no claim that these 
proposals are exhaustive nor applicable to every tech
nology transfer situation. We have given our support 
to the "neutral" or "mixed" as opposed to capital or 
labor intensive strategies for industrial-development 
but have maintained the position that each country's 
industrial-development process must be viewed on an in
dividual basis. 

It is painfully obvious to anyone who has ever visited 
a LDC that the standards of living of large portions of 
the population are far below that of the developed 
countries and the few industrialized countries of the 
LDC's. Consequently, discussion of employment end un
employment as means of income production are vital com
ponents of the concept of appropriate technology. How
ever, while on an intuitive basis there can be little 
doubt that increased income (not simply more jobs) 
would be of tremendous humane and social value, it is 
not at all clear that a transfer technology can be as
sessed as "appropriate" or "inappropriate" on the basis 
of any "unemployment data" alone. The concept of unem
ployment in LDC's and cross-culturally is far too poor
ly defined, and the reality itself is perhaps too mas
sive in the short-run to yield to technology manipula
tions. Yet, we should urgently try to reduce the pro
blem of insufficient income, knowing full well that we 
need better tools for assessing the progress of the 
effort. Consequently, a concept of "appropriate" tech
nology was proposed in Section II that focused upon the 
systematic interaction of development goals and market 
forces in each LDC. Section II concludes with a samp
ling of the various attitudes and practices which are 
thought to prevent or inhibit the implementation of 
either labor-intensive or mixed strategies. The con
cept of the interactive context of MNC's is advanced to 
show that they are actors and acted upon in a LDC cul
tural system. Any evaluation of the costs and benefits 
of MNC technology transfer must take this situation in
to consideration. 

In Section III, a review was made of what is known a
bout benefits, costs snd control policies. Finally, 
we make several proposals aimed to make technology 
transfers more "appropriate" if not "appropriate" in 
there own right. 

In conclusion, LDC's, MNC's, "Developed Countries, and 
international institutions and organizations must all 
work together to develop and transfer technologies 
that promote a pride of achievement among LDC popula
tions. We are aware the cooperation and coordination 
among so many factions, all seeking to secure and in
sure their own interests, will prove difficult. How
ever, coordination and cooperation as opposed to con
flict is the only means that will secure and insure 
the existence of so many diverse interests within the 
rapidly changing, volatile world of today. 



COMI'i\H I !'ON 01•' 'I'll E Mi\I{KI•:'I' S'I'IWC'l'URE OF LI•:IIi\NON 
111\FOIU•: /\Nil i\F'l'ER THE CIVIL WAR m' 19 7 5 

Donald W. Hendon, Creighton University 
Mustafa Aghar, Touche Ross & Co. 

Environmental Factors 

Befort' 1975, tlw government promoted trading activi
lf<•s by aiding ln tlw erection of warehouses and in 
promulgating low-tariff tr:msil sch<•dul<•s. 'l'h<• war's 
dwos f',CIV<' rlsl' to "mllili<1 11 1<'aders, and tlw llt'W mar
kl'tinf', sysl<•m was basco on belonging to a certain mil
l tin HyHt<•m. This involvc•u pnynffs, and so many firms 
relocated ouLHiue of ~ nn n  Tite inefficient legal 
system wnH eliminated by the War, and smuggling and 
black-marketeering increased greatly. Lebanon's geo
graphic location is conducive to trading; however, the 
main port of Bl'irut was destroyed, and as a result, 
most shipping waH transferred to Tripoli in the south. 
'l'ripoli could not handle the large volume Beirut did; 
furthermore, innd roadblocks crippled truck shipping, 
and so commerce dropped dramatically. Several light 
industries, including food packaging and semi-process
ing and printing, and banking and tourism were growing 
before the War and were expected to continue that 
growth, even in light of the 1973 Middle East War. 
Howev('r, the War totally paralyzed the tourist in
duHtry and th(' canned food industry, substantially 
damaged the printing industry, and turned most foreign 
inv<•stm<•nt to otlwr ~ i  East nations, mainly .Jor
dan and l•:gypl. 

Distribution Factors 

Hl'cause of ltH Hmall size, its preference for foreign 
mcrchandist', and other reasons, channels are relative
ly short. Exc.luH ive agency is used for the most part, 
wl th om• impnrtl'r handling many different brands. The 
War gn·atly n•duc.ed the volume of imports, although 
th<' exc Ius! vt• agt'n t H till predominates. Most import
erH and whoh•sal<'rH w<·n• located near the port of Bei
rut before tlw war, but afterward, they spread some
what away from that lmm<•dfate area. 

Before th<• War, most retailing activities were con
c<•ntrnl<•d in downtown Beirut. There, the small, fam-
.i I y-owncd H to res wc•rt' 1 oca t<>d next to each other. Be
cauHc> of lack of working capital and a shortage of 
Hpace, lhPy o1ierated on n h lgh markup-low volume basis 
and made in i i ~  decisions for the most part. As a 
n•Hul t, prof 1 ts were suboptimal, and fear of insolvency 
waH a I wayH pr<•S('nt. Stores remained open six days per 
w<>L'i<, II hours per day, without benefit of any promo
t.ions. 5'i% of stores carried mostly food items. Aver
age annual sales per store were $75,000 (US). Depart
nt('nt Htores and supermarkets had been unsuccessful 
tht·re, for rt'sldents preferred shopping at the single
line stores. The War destroyed downtown Beirut; as a 
result, Htores relocated to residential suburbs. Op
erating expenses increased, many brands were no longer 
available, inflation i.ncreaH('U, and itinerant peddling 
lll'gdn in t•nrm•Ht. A dual uistribution Hystem also be
gmt, sine<' the• 1\aHtern Christian anu Western Muslim 
Hl'ct I on,; would not traue wl th each otlwr. Chri:<tians 
began wdng the Port of Jounc(', five miles north of 

i ~  wldl(' Musli.ms b('gan using the Port of Tyre, 40 
miles Hnulh. WlwlPsaling and importing facilit]es 
gradua I I y moved to thoHe areas away from the old Port 
of Beirut twighhorhood. 

Transportation modes did not change greatly after the 
War. Trucks handled most shipments, although their 

309 

prices were higher than rail; however, railroads were 
unreliable, slow, and often unavailable, since rail 
lines did not extend to all Middle East nations. How
ever, truck volume dropped somewhat as some consumer 
goods were transported using private automobiles ami 
private pick-up trucks. 

Consumer Behavior 

The War did not change the innate preference for for
eign goods, perceived as of higher quality before and 
after. Lebanese spend a good deal of time shopping for 
bargains, for haggling is common. Store loyalty, on 
the other hand, is prevalent, as a result of their ex
tension of credit to low-income consumers (food stores 
only). However, credit extension stopped almost com
pletely after the War, since many consumers were unable 
to meet their payments. No longer do Lebanese consumers 
spend long hours shopping and haggling for bargains. 
Many items are scarce, Muslims and Christians are con
fined to their own sections of the city, and evening 
sniper fire all have turned Beirut into a seller's mar
ket. Furthermore, gasoline is scarce, and families no 
longer have two automobiles--they have more than doubled 
in price since the War. 

Advertising 

The advertising industry was very severely damaged by 
the War. Local and foreign ad agencies relocated to 
Greece, Cyprus, and Bahrain for the most part. The 
shift was gradual, and most plan to return when normal
ization occurs. The major media are newspapers and 
magazines, along with broadcasting, cinema, door post
ers, billboards, and store signs. Ads are run in 
Arabic, English, and French. Most broadcast ads are 
filmed or taped overseas and dubbed into Arabic and 
French. Repetition of basic ads is quite common. 



CON.TOTN'I' MF.ASURRMF.N'l' JlY MATT. SURVEY: 
AN F.MPIRICAL INVF.S'rJGATION OF ALTERNATIVE INSTRUMF.N'l'S 

David A. Karns, Wright State University 
Inder P. Khera, Wright State University 

Abstract 

Conjoint preference data on a relatively complex issue 
were collected using two different mail survey instru
ments. Although the correct completion rates for the 
two formats were significantly different, the results 
obtained were quite similar - leading to the conclusion 
that the mail survey technique is indeed viable. 

The Study 

During the past few years, the use of conjoint measure
ment has found substantial acceptance in marketing re
search. However, while the internal and external 
a ~ i  of the technique has been demonstrated in 

several research contexts (Green and Srinivasan 1978, 
Parker and Srinivasan 1976, Davidson 1973), most data 
collection techniques used so far involve the use of 
expensive personal interviews. Only one study so far 
appears to have used a mail questionnaire to elicit 
conjoint measurement responses (Arthur Young 1979). 

The major purpose of this study was to investigate the 
feasibility of using a mail survey to collect prefer
ence data for conjoint stimuli!, and to assess the rel
ative merit of two different data gathering instruments. 

Methodology 

The stimulus object used for the study was a public 
policy issue dealing with transportation energy conser
vation. The major attributes of the program and the 
alternatives within each attribute were: government 
support for mass transit systems (3 alternatives), re
ducing gasoline consumption (3 alternatives), control
ling gasoline supply (5 alternatives), and uses of 
additional gasoline tax (4 alternatives). 

The two instruments tested in the study were short, 
two-page questionnaires each printed on a single ~  by 
11" sheet. The front side of the two questionnaires 
was :f.dentical. It listed the alternatives for each of 
the four major attributes and, for each set the respon
dents were asked to score the alternative they liked 
best as 10 and score the remaining alternatives from 1 
to 9 (tie scores were allowed). Unacceptable alter
natives in any set were to be marked with an X instead 
of a numerical score. 

The format on the back side of the two instruments was 
different. The format ;Labeled "list" in this paper, 
presented twenty public policy programs composed of a 
combination of one alternative from each of the four 
major attributes. The twenty combinations (rows) were 
selected on the basis of a Latin square design. Re
spondents were asked to assign a score of between 0 to 
100 to each of the rows. Tie scores or Xs were not 
allowed. 

In the format referred to as the "chart" in this paper, 
a full array of all possible combinations of the alter
natives under the four major attributes was presented 
in a grid pattern. Of the 180 combinations (cells) 
thus obtained, a total of twenty four cells (twenty 
same as in "list") were given a light shading. Respon
dents were asked to rank only the shaded cells. 

Respondents were randomly selected from the WSU Consumer 
Panel consisting of 1,200 Dayton area households which 
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are demographically representative of the metropolitan 
population. On a national basis however, the Panel 
somewhat over-represents higher income, higher educa
tion households. Of the 242 chart format and 241 list 
format questionnaires mailed, 372 were returned by 
Panel members for a response rate of 78.4%. 

Results 

Rankings assigned to different attribute combinations 
by respondents who seemed to have followed the instruc
tions correctly were analyzed using a dummy variable 
regression analysis to decompose the average ranks for 
the combined data into unique component weights for 
each state of each attribute. 

Both formats seemed to have extracted similar informa
tion. All of the attributes exhibited monotonic rela
tions except the encouragement of mass transit where 
both formats found free parking for car pools more fav
orably evaluated in combination than separately. On 
the other hand, some differences in order and magani
tude of evaluations did emerge leading to questions 
about the effect of the formats. 

The percentage of questionnaires completed correctly 
differed significantly between the two formats (chart-
48.6%, list-85,6%). A large part of the 37% differ
ence was accounted for by the 13.8% and 9.7% differ
ences in leaving the entire combinational task blank 
and using the same score more than once. The chart 
format was also associated with a larger nonresponse 
rate (25.5%) compared to 18.4% for the list format. 

Respondent subsets receiving different questionnaire 
formats, and those responding, showed no significant 
chi-squares for any of the 16 demographic variables 
tested. However, further analysis of correctly com
pleted questionnaires exhibited one chi-square sign
ificant at the 0.033 level (household head's educa
tion) and one at the 0.059 level (head's age). There 
was a strong direct relationship between education and 
completion of the chart format, but not for the list 
format. Combining the two formats nearly eliminated 
the education effect. For all returned questionnaires, 
ratings for the fifteen states of the four attributes 
were not statistically different between the two for
mats except for some significant differences between 
the responses for the correctly completed subsets. 
Thus, the general pattern reflected more similarity 
than differences between evaluations evoked by the for
mats. Finally, the format effects were partly attri
butable to the differential effect of education on 
responses to the chart format. 

Conclusions 

It appears quite feasible to conduct conjoint analyses 
through mail surveys of a general population sample 
even on topics as complex as public policies. Al
though a variety of different formats can be used, 
choice of format should be carefully investigated. In 
our study, aggregate conclusions were similar between 
the two formats even though the response rate was 
significantly better for the list format. 
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THE NEED FOR PRODUCT ADAPT AT lON TO MEET CHANGING 
CONSUMER PURCHASE INTENTIONS IN THE 1980's -

THE AUTOMOBILE - A CASE STUDY 

Algin II. King, Chr1stophl"r NPwport CollPgt' 
Joyce P. King, Old Dominion University 

Michael Loizidies, Old Dominion University 

llaC'kground and Purpose of This Study 

Til!• Auu·ri<"an aulontobilr.• industry is in st'rlous trouble 
r·ut·n·nt ly ( l<JHO) and has st•en Its markt•l share• <'TOdl"d 
during lilt· 1979 and 19HO model yr•an-1. fn faet, In 1980, 
the lJ. S. aut.omob i le manufacturers t•xpPr lPnct•d the worst 
salt•s year in over 10 years and sustained heavy losses 
.in 19HO. WhUt• it is indisputable that the 1980 reces
s ion has iwt•n a contributing factor to the poor sales 
and profit performance of the U.S. auto manufacturers, 
there are more serious underlying market variables that 
have contributed heavily to the current poor market per
formance by the domestic manufacturers. It appears that 
the domestic manufacturers did not correctly analyze 
consumers' perceptions as to the types of transporta
tion vdticles that consumers wanted and/or needed to 
meet the changing market and en i n en ~  conditions. 
There is much evidence to indicate that the domestic 
manufacturers did n'ot achieve an adequate product mix. 

Thr• purposes of this study arc to examine consumer pur
chase intentions relative to the type of product mix 
consumers desire to purchase .in the early 1980's. The 
following types of data were collected: (1) current 
automobile ow•wrshtp patterns of consumers :f.n Newport 
News/Hampton SMSA; (2) consumer purr·hase intentions re
garding tlw 1wxl automob I 1 e to purchase; ( J) major mo
tivations to purchas!' tlw next automobile; (4) poten
tial t•nvi ronmcntal factors acting as deterrents to the 
purchase 0 f an automob Lle. 

Rest•arch Methodology 

Tlw primary markt>tl.ng rest'arch survey was undertaken 
utilizing a sample of 228 respondents selected on a 
random basis. I'Prsonal lnt<'rVI(•ws were conducted in the 
N<'wport Nl•ws/Hampton, Va. SMSA in March 1980. Because 
of the nature of this study, research designs were es
RPnttnlly <'xploratory in character. The data findings 
on purchase intPntions and purchase perceptions were 
annlyzL"d using five socio-economic variables. The find
ings as to stgnifieant differences of purchase inten-
t ions and purehns<> perepptions based on these• five 
soclo-••<'OIHlllli<' vnrlahl<•s :tr<' Ill<' suh_j<'et of nnothpr 
Ht'll<ly. 

Data Findings 

ThP s I u·/ Lype of rcplacPment car envisioned to purchased 
next hy tlw 228 r<'spondents are shown in Tables I & II. 

Table I 

TYPE-SIZE OF CAR LIKELY TO BE REPLACED 
FTRST AND TYPE OF REPI.ACEMENT ENVISIONED* 

Sub- Compoc 
Inter- Full- Not 

TOTAL 
Compact n1edtate Size Certain 

% % % % % % 
Typ11-Size Of 
car Likely To 14.9 18.9 24.1 34.2 7. 5 100.0 
Be Reolaced 
Type-Size Of 
Replacement 30.3 36.8 25.0 6.1 - 100.0 
Envisioned 

*Source: Survey conducted in March 1980 in Newport News, VA 
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Conclusions 

1. The sub-compact size car and the compact size car 
appear to !Jl' the types of vehicles most favored for 
fntun• car purchases by respondents in this market are11. 

2. As a motive power plant, the 4-cylinder engine is 
gaining substantial acceptance with consumers in this 
market area. This represents a complete shift in con
sumer acceptance of the 4-cylinder engine based on a 
previous study in 1977 in this same market area by the 
authors and based on sales data from auto industry 
sources of consumer acceptance of this size/type of 
engine three years ago. 

3. An almost equal shift in consumer preferences is 
evident in body styles with consumers moving away from 
the 4-door body configuration to a 2-door and 3-door 
body configuration. The 3-door configuration appears 
to be experiencing the fastest growth rate in terms of 
consumer preferences. 

4. Approximately three out of every four respondents 
in this market area intend to n in~e purchasing auto
mobiles with air-conditioning, regardless of the car 
size. 

5. Fewer consumers in this market area are demanding 
automatic transmissions as a product accessory in their 
next car. It can be concluded that manual transmissions, 
for a variety of reasons, are gaining in popularity. 

6. As might be expected, fuel economy was cited by re
spondents more than any other single factor as a pur
chase motivation to buy an automobile to replace a cur
rent vehicle. 

7. High interest rates and inflation were cited as the 
two potential environment factors most likely to deter 
consumers from the purchase of a car in the near future. 
Thus, it can be concluded that high interest rates and 
the increasingly higher prices of automobiles as a re
sult of inflation are the two most significant "braking 
forces" on consumers in deterring consumer purchasing 
of the automobile•. 

While it is the opinion of this study that the data 
findings relative to consumer automobile intentions 
have significance in terms of national consumption pat
terns, it must be pointed ouf that the data findings 
and any conclusions thereof are based on a random sam
pling of respondents in the Tidewater area of Virginia. 

Table II 

ENGINE SIZE BY CYLINDERS* 

Type of 
Vehicle 

Current Auto 
To Be Replaced 
Replacement Car 

25.9 33.8 

45.6 42.5 

*source: Survey conducted in Mar. 1980 

Cvlinders 

39.5 

10.5 



FOREICN DIRECT INVESTMENT IN THE U. S.-STRATEGIC PROBLEMS & ISSUES 

Vinay Kothari, Stephen F, Austin State University 

Abstract 

This paper briefly reviews the nature of foreign direct 
investment (FDI) in the U. S. and outlines key issues 
confronttng both the U. S. government and foreign-owned 
firms. Because there is a paucity of literature, 
further research is suggested, 

Introduction 

Over the past few years, FDI has increased substanti
ally. Between 1973 and 1979 FDI grew by 160 % to $52.26 
billion. FDI, defined by the Dept. of Collllllerce as 10% 
or more foreign ownership of any American business, has 
occurred in all industries and comes significantly from 
the Netherlands, the UK, Canada, Germany, Japan, 
Switzerland, and France. 

Foreign businesses are attracted to the U. S. because 
they want diversifications, natural resources, skilled 
staff, prestige, new technology, political and economic 
stability, and profit. To achieve the objectives, 
investors employ various approaches. The Europeans set 
up U. S. manufacturing subsidiaries or join operations 
with other U. s. firms; the Japanese set up sales and 
service facilities in the tJ. S. and manufacture else
where. 

The scope and nature of FDI present several strategic 
problems and issues for both the U. S. government and 
foreign-owned firms. Some of the FDI issues and prob
lems are briefly examined below to provide guidelines 
for future research. 

American Issue 

The basic issues for the U. S. are: Should it encourage 
or discourage FDI? What policies should it follow? The 
current U. S. policy is that of nonintervention. This 
"hands off" policy is based on the premise that free 
market forces allocate resources better and promote 
u. S. economic and political interests abroad. There 
do, however, exist at the state and local levels laws 
and policies whjch attract or restrict foreign capital. 

Since each $26,000 investment creates one job, many 
authorities do compete for investments from abroad and 
offer incentives such as deferred tax plans, training 
programs, and land at no cost. But, some 30 states have 
taken measures in response to the demands for strict 
controls from different groups. 

Farmers blame overseas investors for rising land prices. 
Local communities-e.g.-Florida-complain about the 
growing presence of foreigners. Unemployed persons and 
struggling businesses blame foreign competftion for 
their problems. Only the customers, employees and man
agers of the foreign-owned firms seem not to care about 
the ownershi.p. 

The federal government is aware of the growing criti
cisms and political pressures. It is also aware of the 
undesirable consequences of restrictive measures 
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against foreign captial. tJ. S. government efforts to 
discourage investments from abroad could result into 
foreign governmental policies and actions that could 
hurt the vast U. S. political and economic interests 
abroad. Thus, the dilemma remains difficult to deal 
with. 

Management Dilemmas 

For executives in the U. S. and abroad, foreign ventures 
present several complex dilemmas, also. 

In most acquisition cases, foreign buyers follow the 
"hands-off" approach for awhile, allowing the acquired 
firm's management to continue. As the parent company 
gains more knowledge, it increases its influence. Exec
utives from home are sent to direct U. S. operations and 
to install managerial practices that underline their 
ethos, values, and styles. Because foreign and American 
business philosophies, orientations, commitments, and 
expectations differ considerably, foreign management 
approaches are often far apart from American. For 
example, compensations in Japan are based on temporal 
(age or seniority) considerations; while in the U. S. 
they are based on the principles of "equal pay for equal 
work" and performance merit. 

The extension of home management practices may thus 
represent differences and could cause administrative 
problems. There could be legal problems, also. Three 
American executives of C. Itoh (America) have sued their 
employer, alleging that the parent firm's expatriate 
employment policies give preferential treatments to its 
Japanese executives; the suit underscores the legal and 
political complexity of multinational business. Amer
ican antitrust laws are unfamiliar legal problems, and 
force many foreign firms to alter their plans for the 
U. S. market. U. S. product liability laws, immigration 
laws, differing product definitions of U. S. customs, 
delays in government approval, and laws barring foreign 
business from such projects as defense, are among 
troublesome legal problems. 

Other strategic dilemmas include: consumerism move
ments, technological differences, relatively high labor 
turnover in the U. s., a hostile environment facing 
foreign staff and their families, communication diffi
culties, and differences in financing methods, 

Because of these and other management issues, the parent 
firm adopts plans that are overcautious, programmed for 
a slow pace, and too modest. The modest management 
strategy leads to the commitment of insufficient funds, 
causing operating problems for the U. S. affiliate. 
Overall, the strategy fails to take advantages of the 
available opportunities. 

Conclusion 

Unfortunately, very little is known on the FDI problems 
and strategies. Research efforts on the subject are 
inadequate. Lack of good empirical data necessitates 
further studies and in-depth analysis. A research study 
by the author is in progress, however. 



RETAIL THIEVES: BY THEIR TRICKS YE SHALL KNOW THEM 

Dale M. Lewison, University of Arkansas at Little Rock 
M. Wayne DeLozier, University of South Carolina 

Ray B. Robbins, University of Arkansas at Little Rock 

Shoplifting is the pilleraging of merchandise from 
store displays by customers and persons posing as cus
tomers. Employee pilferage is the theft of merchandise 
and/or cash by the store's personnel. To combat these 
losses, the retailer must develop and maintain a store 
security program; a necessary prerequisite to any store 
security program is the detection of criminal activity. 
Like most thieves, shoplifters and employee pilferers 
tend to develop definite patterns or modes of operation 
(MOs). The purpose of this paper is to develop a typol
ogy of retail thieves based on their MOs. 

Typology of Shoplifter 

The Changer. Tltc• c.:ltan1•,c•r is the shoplifter who steals 
by a ~in  the price tag before purchasing the mer
chandise. Price changes are accomplished by (I) alter
ing the retailer's price tag, (2) switching price tags, 
and (3) substituting realistic fake tags _for the origi
nal pric<' tag. 

The Wearer. Trying on merchandise and wearing it out 
of the ~  is the principle MO of the wearer. The 
"open->Jearer" is a bold shoplifter who simply tries on 
articles of clothing, removes the tags and openly wears 
the pilfered merchandise while shopping and exiting the 
stun•. The "undt•r-wearer" is the shoplifter who pil
lers articles of clothing by concealing them under 
their ow11 loosely fitted outerwear. 

The Walker. The walker is a shoplifter who has per
fected the skill of walking naturally while concealing 
and carrying shoplifted merchandise between her legs. 
To further conceal their activities, walkers often make 
small purchases and exit the store through checkout 
stands. 

The Booster. The booster is a shoplifter who uses a 
number of concealment devices in their pilferaging ac
tivities. By pushing and shoving merchandise into con
cealed areas of parcels and/or clothing, the booster is 
capable of "boosting" a tremendous amount of merchan
dise. The devices used by this shoplifter include 
booster boxes, hooks, bags, coats, and panties. 

The Blocker. Concealment of shoplifting activities is 
accomplished by the blocker when he or she obstructs 
the vi.sion of store personnel. Working with a partner, 
tltt> blocker simply st.ands between the salesperson and 
his/her i in~ partner. Working as a ;;ingle, the 
blocker can conceal shoplifting activities by draping a 
coat over one arm and using it to shield ~ pilferag
ing activities of either hand. 

The Diverter. Diverting the attention of store person
nel while a partner engages in shoplifting is the basic 
MO of the diverter. Salesperson diversion is accom
plished by engaging the salesperson in conversation or 
generating some fake disturbance--fighting, falling, or 
fainting. 

The Sweeper. The swel'per is the shoplifter who has re
fined the technique of reaching over a counter display 
in an appan•nt attempt to examine merchandise at the 
display; however, in the process of bringing the arm 
back, merchandise is swept off the counter into the 
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container which is used for concealing and transporting 
the pilfered merchandise. 

The Carrier. The carrier pilfers merchandise by simply 
walking into the store, selecting a desirable piece of 
merchandise, removing the store's tags, afixing a fake 
sales slip and carrying it out of the store. Like the 
outer-wearer, it is the boldness of the carrier's ac
tions that permits it to be successful. 

The Wrapper. Some shoplifters conceal merchandise by 
a ~in  or bagging the items before removing them from 

the store. By using the store's own bags, wrapping pa
pers, or gift boxes which are secured by an earlier 
purchase, the wrapper has a nonconspicuous vehicle for 
concealing and transporting shoplifted merchandise. 

Typology of Employee Pilferers 

The Smuggler. Employees have devised a number of ways 
for smuggling pilfered merchandise. The smuggler uses 
coats, trash cans, lunch buckets, purses, and a variety 
of packages to conceal and transport merchandise from 
the store's premises. 

The Dipper. The dipper steals cash money using a num
ber of methods--short rings and fraudulent refunds. A 
"short ring" involves not "ringing-up" the sale or 
"ringing" less than the purchase amount. "Fraudulent 
refunds" are used to steal cash money by writing up 
customer refund slips for merchandise that has not been 
returned by customers. 

The Embezzler. As a highly trusted employee, the em
bezzler is in a position to take advantage of that 
trust to divert the retailer's funds to either his or 
her permanent or temporary use. Simple embezzlement 
schemes include: (I) adding the names of relatives and 
fictitious employees to the payroll and collecting 
multiple paychecks, (2) creating dummy suppliers and 
falsifying purchase orders and collecting for fictiti
ous shipments and (3) falsifying time cards and over
time records. 

The Stasher. By hiding highly desirable merchandise in 
a secure place within the store until later in the sell
ing season when the merchandise is marked down for 
clearance, the stasher is able to purchase the merchan
dise at the discounted price. 

The Partner. The partner is the store employee who aids 
and abets the pilferaging activities of outside indi
viduals by supplying them with information and devices 
that increases the chances for successful theft. 

The Discounter. The granting of unauthorized discounts 
to friends and relatives is the most common pilferage 
activity of the discounter. By purposefully under
charging or not charging for merchandise, the discount
er is sure to create some satisfied customers, but not 
at a profit for the retailer. 

The Eater. The eater is a pilferer who feels that he 
or she 1.s entitled to a "free lunch"--a small occasion
al sampling of the retailer's food and beverage lines. 



THE NON-AVAILABILTTY OF ADVEHTISED SPECIALS: GROCERY SHOPPER 
A'l"I'ITUUES vs. I'OOU CHAIN EXI\CUTIVE OPINIONS 

Myron J. Leonard, Western Carolina University 
Walter Cross, University of Georgia 

Abstract 

'f'his study is a continuation of an earlier effort which 
examined grocery shopper reactions to situations where 
advertised specials were not available. Perceptions 
and opinions of consumers and food chain executives are 
compared with emphasis placed on shopper reactions when 
advertised specials are unavailable and experiences con-
cerning rainchecks. On the basis of chi-square results, 
significant differences occurred between food chain man
agement and consumers. 

Problem 

In a 1971 ruling, the Federal Trade Commission (FTC) 
made it an unfair trade practice for supermarkets to 
advertise sale items that were not available in suffi
cient quantities to match the "reasonable expectations" 
of consumer response. The ruling applied even in cases 
where disclaimers appeared in ads or where issuing 
"rainchecks" was standard policy. 

Compliance with the ruling was slow as evidenced by a 
1972 complaint made by the FTC against A&P. The 
charges were based on an analysis by the FTC in 12 
d ties and by University of. North Carolina-Chapel Hill 
col Lege students in the cities of Raleigh, Durham, and 
Chapel Hill, North Carolina. (Advertising Age, July 31, 
1972) 

The problem is greatly accentuated by the fact that a 
large proportion of grocery shoppers have come to rely 
on weekly newspaper ads in shopping for specials. In a 
1972 study by the Bureau of Advertising, two-thirds of 
the women interviewed reported that they prepared a 
shopping list prior to entering the supermarket. Of 
this two-thirds, 70 percent reported checking food ad
vertisements for food specials, and 83 percent primarily 
focused on newspaper ads. (Editor and Publisher, Sep
tember 30, 1972) 

Objectives 

The compliance problem is compounded if executives do 
not perceive the situation clearly. The objective of 
this study was to determine those aspects about which 
executives need some better feedback. Perceptions and 
opini.ons of consumers and food chain executives were 
compared with emphasis ·placed on shopper reactions when 
advertised specials are unavailable and experiences 
concerning "'rainchecks". 

Research Methodology 

The consumer research was conducted in a four county 
area in western North Carolina with a population of ap
proximately 200,000. * Data were collected by means of 

~ i e from Asheville, with a population of 60,000, the 
four county area is basically rural in nature. A large 
proportion of the area's income is generated by tex
tiles, farming, tourism, and a university of 6,300 stu
dents. The overall 1978 average family income was 
$9,100, and the average education level was 10.2 years 
completed. 
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a telephone survey of randomly selected households in 
the summer of 1978. Interviews were undertaken by stu
dents enrolled in a marketing research class, and atten
tion was drawn to the person responsible for the major
ity of the grocery shopping activity. After callback 
attempts, responses totalled 182. 

The sampling technique used in the survey of grocery 
executives was that of total universe enumeration as 
determined by a listing of 390 food chains contained in 
the 1979 Progressive Grocer Marketing Guidebook, In 
February, 1980, questionnaires were mailed to each of 
the respective firms' headquarters offices with atten
tion being drawn to the president. Usable responses in
cluded 134 executives, or over one-third of those n~ 

tacted. 

The following null hypothesis was introduced to measure 
whether significant differences in responses existed 
between food chain executives and consumers: 

There are no differences between food chain executives' 
£erceptions and consumer responses concerning actions 
taken when sale merchandise is unavailable, and prob
lems related to 11 rainchecks. 11 

Findings 

Half the consumers were loyal to one store, while over 
40 percent shopped at two or three different stores or 
the store with the best advertised specials. Only 20 
percent of the food chain executives perceived their 
customers as shopping at one particular store, with 70 
percent reporting that they shopped at more than one 
store, The results indicate that grocery shoppers, con
trary to the beliefs of food chain management, are more 
loyal and less willing to travel to competitors. 

Of the consumers who did experience the non-availabili
ty of advertised sale items, slightly less than half 
brought the matter to the attention of store employees. 
For the sake of validity, executives were asked to des
cribe, in general, their perceptions of action taken 
rather than to estimate a percentage of those who would 
or would not act. Complaints very seldom travel beyond 
the store level, thereby making such information diffi
cult to obtain. Over 80 percent of the food chain ex
ecutives felt that consumers made inquiries. It would 
appear that food chain management perceives more shop
pers seeking remedies for grievances than actually is 
the case. A large proportion of consumers seemed to 
treat missing sale merchandise as a common occurrence 
not worth inquiring about. 

Comparisons concerning the most frequently occurring 
problems relating to "rainchecks", indicated that both 
food chain executives and consumers expressed the same 
level of concern for "raincheck" availability not being 
mentioned by the cashier and the "raincheck" being re
ceived but never redeemed. The executives attached a 
greater importance to the problem of the "raincheck" 
policy being known with no attempt made to obtain one, 
while the consumers placed more emphasis on "raincheck" 
expiration and sale merchandise never being received by 
the store, 



COMMERCIAL BANKS AND CARIBBEAN TRADE 

C. Eugene e ~ University of Miami 
John M. Dyer, university of Miami 

Exports, to a greater extent than ever before determine 
~ e stale or the economy of till' United States and the 
Caribbean. In parlicular, the expansion o[ non-tradi
tionnl exports shouJd be a major area of growth in the 
future. Thl' c•xporters of these non-traditional goods 
~ e relntlvc•ly inexperienced and hesitant about enter

ing world markets. The s<Jme phenomenon describes a 
small or medium-sized U.S. firm when faced with world 
markets. His ten ically, both the Car lbbean Basin and 
U.S. exports have been financed privately with few of
ficial export promotion policies. This is still essen
tially the case although official Basin financing of 
the non-traditional export is expanding. Certainly 
seminars such as the one in Haiti on this subject are a 
good indication of a changing scene and an enhancement 
of the financing of non-traditional exports. 

U.S. Govermental Agencies Concerned With International 
Trade in ~n in  

The• export-Import Bank (EX-IM) was established in 1943 
to facilitate U.S. exports. Since 1945 it has operated 
ns a wlwlly-ownL•d U.S. Government Corporation. The 
primary function of the Export-Import Bank is to en
cournge commercial banks il!ld other private sector fin
ancial institutions to assume il large share of the fund
ing, burden and risk to finance exports. The EX-IM 
Bank has limited funds since it is not supported by an
nual \1. S. (:overnment appropriations. Its life has been 
extended until 1985 with $15 billion additional dollars 
available for direct funding of exports from the United 
States. The EX-IM Bank currently supports about 12 
percent of the U.S. exports. This means that about 
ninc-tt'llllis of the U.S. exports are financed privately. 

U.S. l'Xporls Lo Lh<' Caribbean Basin have been and are 
fnc1l1Lll<·d thn>ugh EX-IM support, principally through 
EX-lM i ~  lnsurnnce programs whi.ch are operated in con
junct:Lon with the Foreign Credit lnsurmwe Association 
(FCIA). The 1\X-1 M Bank provldcs pnli.tical risk cover
age and reinsures I'CIA ng.1lnst excesive commercial los
ses. FCIA assumes the normal commercial risk. From 
1970 to 1977, 58 percent of the Export-Import Bank ac
tivity in the Caribbean Basin was in such insurance 
programs. In 1977, the proportion jumped to more than 
80 pet·cent as the EX-LM Bank significantly reduced its 
worldw:idt• and h;ts[n dirl'ct loan authorizations unci Joan 
guarantCl' programs. 

The direct loan program of the EX-1M Bank supports long 
term financing of five to 15 years for major capital 
equipment purchases. The EX-IM Bank has also provided 
medium tL,rm d:irect credit to foreign financial institu
tions which in turn lend U.S. dollars to foreign buyers 
of U.S. imports. These credits are through EX-IM Banks 
cooperative fin;mcing facility (CFF). The extent of 
EX-IMBank's direct intermediate loans of the Caribbean 
Basin area is nominal. In 1977, it was only $56 million 
The EX-LM Bank Discount Loan Program, whereby the EX-IM 
Bank provides commercia I h;mks a place to discount fixed 
rate eligible export obligations, has been significantly 
reduced. 

Another Government agency involved in financing the ex
ports of U.S. commodities to the Caribbean Basin is the 
Commod:ity Credit Corporation (CCC) operated by the U.S. 
Department of Agriculture. This is an export credit 
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program for specific agricultural commodities such as 
corn, cotton, cottonseed, peanuts, soy beans, eggs (pro
cessed), sorghum, soy meal, tobacco, wheat and wheat 
flour. 

The CCC Export Credit Program supplies short term credtt 
for periods ranging from six months to three years. In 
1977 the amount financed was only $500,000, whereas in 
the previous year $21 million of U.S. agricultural ex
ports to the Caribbean Basin were financed through the 
CCC. 

Latin American and Caribbean Basin Government Agency 
Financing 

Traditional Caribbean exports have been financed privat
ely; but as Basin governments have sought to expand and 
diversify exports, the small or less internationally 
experienced firms have been induced to export with sup
port from official export credit facilities and tax in
centives. For example, in Mexico City, Mexico the Na
tional Bank of External Commerce, established in 1930, 
finances Mexican exports, particularly those of agricul
tural origin. This Mexican bank, in 1976, financed di
rectly 2.4 billion of the 53 billion pesos of Mexican 
exports in that year. 

Other export credit entities in the Caribbean Basin in
clude the Central Bank of Costa Rica, San Jose, which 
supports exports through the state-owned commercial 
banks. The Dominican Republic's Center for Promotion 
of Exports (CEDOPEX), Santa Domingo, in 1977 was given 
the authority to act as an intermediary in providing 
non-traditional export rediscount facilities for commer
cial banks with credits up to one year and up to $75,000. 
Jamaica operates a comparable export credit facility 
through its central bank in Kingston. The Barbados Cen
tral Bank, Bridgetown, has backed an export credit fa
cility. 

Probably the newest development in Basin non-traditional 
export finance is the Latin American Export Bank $LADEX) 
incorporated in 1977 by 15 Latin American countries. 
This is headquartered in Panama. In May 1978, the bank 
had authorized capital of $99 million, $20 million of 
which was paid in. The capital was distributed in 
thirds: one third to Lat:in American central hanks, one 
third to commercial banks, and one third to interna
tional commercial banks. The bank will deal with prin
cipal and medium term operations and some funds will be 
allocated to discounting acceptances, all to finance 
the export of primary non-traditional commodities. 

Another source of funds is Latin American Bankers Accep
tances. As you know, bankers acceptances are negotiable 
time drafts used to finance exports, imports and storage 
of goods. The time draft becomes a negotiable bankers 
acceptance when a bank assumes the obligation to make 
payment at maturity. The use of bankers acceptances 
has expanded at rates far surpassing trade growth. At 
the end of 1977, dollar acceptances outstanding in the 
United States reached 25.7 billion, nearly three times 
the 1973 level. 

References available on request. 



RETAIL EDUCATION: BRIDGING THE GAP 

Michael K. Mills, University of Southern California 

Abstract 

This paper first reviews the nature of the retail 
educational gap, then indicates some likely courses of 
action to remedy the situation; a case study example 
is also supplied. 

The Nature of the Problem 

Several recent studies have been aimed at discovering 
the extent of the retail educational gap (e.g., Coe, 
1978). These studies have shown that retailers gener
ally want a more practical approach to retail educa
tio.n than what is generally taught in most business 
schools, while academics tend to stress more theoret
ical notions. Both aspects are important, of course. 
The key aspect is one of effective integration. Some 
possible steps toward this integration are discussed 
below. 

Integrating Theory and Practice 

An integration of the theory versus practice issue 
appears to rest on several points, all drawn from the 
available literature as well as from discussions with 
retail executives and retail educators. These include 
that an effective retail educational program should: 

(1) be based on research. Such research should (a) 
focus on the continual updating of current con
cerns, directions, and scope of the retail envi
ronment, (b) investigate the viability and nature 
of the researching schools and other (possibly 
competing) retailing programs, and (c) analyze 
possible directional changes which should serve 
to make for more current, accurate and effective 
retail educational programs. 

(2) feature active involvement of the retail commu
nity, students and interested faculty. An 
effective integration of retail theory and prac
tice in retailing programs should seek to involve 
the retail community as much as possible in 
classroom activities. This involvement may take 
several forms, some of which are: 
(a) bringing speakers from the industry to 

address retailing students 
(b) involving retailers in course planning and 

design 
(c) promoting day on the job and . internship 

programs with retail sponsorship 
(d) emphasizing retail placement activities 
(e) setting up cont.i nuing education and execu

tive development classes. 
(3) utilize innovative and experimental classroom 

activities. These may include case studies, 
simulations, and role playing exercises. 

A Case Study Application 

To illustration how the above points can be utilized 
in a collegiate retailing program an example will now 
be given from our experience at the University of 
Southern California. At U.S.C., the retailing program 
is heavily based on research. Seven of ten full-time 
faculty members are actively involved in retail or 
distribution research. Further, students are also 
involved in research activities, often with industry 
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support. The food retailing class, for example, 
annually conducts a large survey relating to some 
facet of the supermarket industry. Students in the 
general retailing emphasis have just completed a 
pricing study, and graduate students have been en
gaged, with faculty members, in retail case develop
ment (for example, with Carter Hawley Hale Stores). 

Active involvement of the retail community is also 
sought at U.S.C. Typically, guest speakers are drawn 
from a broad spectrum of retail stores and functional 
areas. A special effort is made to bring back previ
ous U.S.C. students to class to speak on their current 
positions, and to discuss the mix of theory and prac
tical knowledge that goes into their jobs. Retail 
personnel are also actively pursued for their input to 
classroom topics. Retail placement activities, day on 
the job programs, and career counselling are all 
additional ways in which active retailer participation 
in campus activities is encouraged. An internship 
program is in the planning stages. 

An effort is made to feature innovative and experi
mental classroom activities throughout the retail 
program. For example, one activity which is espe
cially effective features role playing and simulations 
to focus on important facets of the retail buyer's 
role. Other effective exercises involve role playing 
of the retail sales position, buyer-vendor relation
ships, and "personnel" matters. Some of these are 
videotaped and are very effective learning tools. 
Case studies are also used to supplement classroom 
activities. A locational case we are developing, for 
example, has been used with a subsequent visit by 
retail management of the featured firm to discuss the 
resolution/issues as they actually went through them. 

Conclusion 

The above applications are illustrative of some possi
ble ways in which the existing gap in retail education 
may eventually be resolved. The intent of this paper 
has largely been to stimulate thought and debate about 
the nature of retail education as it is perceived and 
carried out in four-year programs. Hopefully, the end 
result may be more effective, stimulating, and rele
vant retail course offerings. 
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THE DEVIANT CONSUMER: 
PI<OBLI•:MS, PROSPECTS, AND PRIORITIES FOR MANAGEMENT ACTION 

AND MARKETING RESEARCH 

Michael K. Mills, University of Southern California 

Abstract 

Deviant consumer behavior is approaching epidemic 
proportions, yet has received little research atten
tion. Several problems inherent in the area have 
impeded both management action and research progress. 
This paper reviews these problems and suggests prior
ities for both management action and future research. 

I nt rodurti on 

. Deviant consumer behavior may be defined as behavior 
in a marketing context that society considers inap
propriate, i !legal or in conflict with previously 
accPpted sociPtal norms. Some examples include shop
lifting and othPr pilferagP, price altPring, destroy
ing or damaging merchandise, marring instore fixtures 
or n•strooms, writing of "had" checks, consumer fraud, 
and tl11• I ike. Such behavior is rampant and is on the 
i ncr<'aSP. Yet, little marketing rPsearch has been 
d<'vol<·d to this issu<• (see Mills, 1979 for a review of 
studit•s in lht• an•a), 

~n  For Researeh In The Area 

That comparalivl'ly Little research attention has been 
paid to this area by marketing scholars perhaps may be 
illustrative of several problems including (1) lack of 
adequat<· conceptual frameworks, (2) ethical and legal 
issues, and (J) special methodological research prob
lems, 

Lack of Adequate Conceptual Frameworks 

With the 
(Mills, 
suffered 

exception of some recent pioneering work 
1979), most consumer deviance studies have 
from the lack of an actionable theoretical 

base. Thus, more conceptuaL work and empirical tests 
need Lo he done to guide research in the area. 

Ethical and f.pgal Problems 

'l'h<• rath•·r· sc•nsitiv<' n:1t11r!' of d!'vianl consum!'r behav
ior also m:d«·s for· a numiH•r of potential n·s<•arch 
dPsign prohl,.ms. Whi I<• it is possible to design an 
<'xperinwnta I study to capture or reveal deviant of
fpnders, for example, tlw ethnical aspects are not so 
cL<·ar-cnt. A field study ol deviant consumers may 
also represent considerable ethical considerations for 
the researcher (e.g., Humphreys, 1970), as may various 
1Pga1 considerations. 

Special Methodological Research Problems 

Several special methodological questions must often 
also be dealt with. For example, what is the appro
priate sampling frame? Should one utilize apprehended 
offenders (admittedly a very biased sample) or a more 
generalized sample? Utilizing self-reported deviants 
appears to offer a reasonable approach, although this 
and more projective methodologies are admittedly 
rather "soft". Some researchers (e.g., Geurts, et. 
al., 1975) have attempted to utilize the randomized 
responsr· design to good effect. However, this ap
proach has several drawbacks. 
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Problems for Management Action 

Management of affected businesses are also faced with 
a number of problems. These include problems of an 
economic nature, lack of a mechanism allowing for 
coordinated investigations of apprehended deviant 
offenders, the legal and social aspects of dealing 
with consumer deviants and the irritation and anxiety 
of customers due to stringent security procedures. 
These problems have severely hampered management 
action in this area . 

Priorities for Management Action 
and Marketing Research 

Severa 1 priorities exist, then, for both managerial 
action and for marketing research. Critically impor
tant are studies which shed further light on the 
motivational aspects underlying the deviant consumer 
behavior problem, especially as this may differ for 
different demographic or socioeconomic groups. 
Additionally, further research attention must be 
directed towards the interaction between the store 
environment and the individual as this is reflected in 
consumer deviance. Additional attention must also be 
directed toward determining the most effective methods 
for alleviating deviant consumer behavior. Coordi
nated management action and cooperative efforts 
between affected businesses are also of primary impor
tance, as are more attempts at public relations and 
other consumer-oriented activities. 
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RETAILING IN THE 1980's: A BUYER'S PERSPECTIVE 

David E. McNabb, Pacific Lutheran University 

Abstract 

This research is an attempt to apply strategic market 
planning in a retail environment. As used in the re
search, strategic market planning is the planning 
process which begins with formal evaluation of the or
ganization's mission and its goals, continues with 
analyses of the internal situation and external or 
macroenvironmental forces, competition, opportunities, 
and selection of strategies from alternatives corres
ponding to different business situation scenarios 
(Channon and Jalland, 1978). The process concludes 
with development of specific strategies, tactics for 
accomplishing the objectives, budgeting, implementation 
and"procedures for monitoring and control. Plans are 
prepared under a strategic framework which views the 
firm's offerings as a balanced portfolio, with each 
offering in its own life cycle stage. 

Introduction 

Outdoor Sports Supply (OSS)--name disguised--is a major 
Northwest retailer of selected outdoor sports clothing, 
equipment and supplies. Its product mix includes down
filled outer wear manufactured by OSS, and an 
assortment of name-brand equipment for individual, 
"muscle-powered" sports such as hiking and mountaineer
ing, cross-country and downhill skiing, camping, 
canoeing and bicycle racing. A recent addition to the 
mix was fashion goods for spectator sports and outdoor 
living. For most of its history, OSS sold only through 
an annual catalog or from a single sprawling store in 
partially renovated warehouses in the center of a major 
Northwest city. The past five years have seen an ex
pansion into seven new market areas with new stores 
located from Alaska to California. Plans to continue 
the expansion eastward as far as Chicago have been 
scrapped. Sales in 1979 were approximately $46 million. 
The store is organized as a member-owned cooperative. 

Difficulties with the expansion philosophy surfaced in 
1979, when for the first time in its nearly 50-year 
history, OSS failed to meet its dividend eommitment to 
refund ten percent of the value of goods purchased to 
its members. The following reasons were cited for the 
failure: 

1. Increased "on sale" promotion which "caused" 
higher than expected markdowns 

2. Inconsistent in-stock condition 
3. High interest rates 
4. Opening of two new stores 
5. Double-digit inflation 
6. Lower value of the dollar in foreign markets 

Planning at OSS 

Planning at OSS has consisted of what Lorange and 
Vancil (1977) identify as a "one-cycle" process: Pre
paration of sales forecasts and annual budgets. Until 
its recent shelving, a long-range new store locating 
plan augmented the annual plan. While the firm has em
ployed optical scanning registers for several years, no 
attempt has been made to apply the equipment into an 
economic order quantity or open-to-buy system. A new 
computer was purchased in 1979, replacing time-share 
services purchased from outside. 
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First phase of the research was to evaluate the firm's 
existing planning processes, merchandising policy and 
control systems. Not surprisingly, no comprehensive 
merchandising policy or coordinated planning/control 
system was found. Individual buyers (buying for all 
stores is carried out from a single central location; 
twenty buyers are employed) are responsible for their 
own product lines, including stocking, display and 
sales. No formal sales training program exists. 

The next step in the research is to conduct an image 
and positioning study (the organization's first) as 
background for helping the firm to define its business 
mission and goals, identify .major competitors and po
tential opportunities. Ultimate goal of the project is 
to introduce a system of strategic market planning into 
the firm. This will include identifying appropriate 
product lines or markets served as "business units," 
(Abel and Hammond, 1979) and anticipatory contingency 
planning to help the firm better compete in its chang
ing market and environment (Bates, 1976). 
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FRENCH STUDENTS' PERCEPTION OF SUCCESS 
CRITERIA IN A MARKETING CAREER 

Claudine Moret I.U.T., e an~ n  France 
Jean Perrien Universite de Sherbrooke, Canada 

Abstract 

~  paper gives results of a survey aiming at deter
mining French students' perception of criteria reques
ted for a successful career in marketing. The research 
involved 67 French students enrolled in an undergradu
ate program. Data were gathered using the Nominal 
Group Technique. Results indicated students thought 
that criteria based on individual qualities such as 
dynamism and creativeness, were the most important. 

lntroduc ti.on 

Marketing education has been gaining an increasing 
interest since the last decade and according to 
Keith K. Cox (1980) the 1979-80, President of The 
American Marketing Association, this rather recent 
concern is most likely to continue. 

Literature and research focusing on Marketing Education 
have been dealing with Marketing courses content and 
pedagogy such as, for instance, methods of teaching 
Pricing Theory (Beal, 1979) or considerations on the 
usage of multiple choice questions in Marketing exams 
(Me Millan 1979). Another research body mainly con
cerns student/people reactions to Marketing education; 
studies on hiring criteria fall into this category 
(Hafer and Hoth, 1980). 

The former received much more attention than the lat
ter. This situation is easy to understand. Overall 
Marketing educators are interested in getting in-depth 
knowledge of pedagogic tools in order to improve their 
ability and quality of teaching. Yet, it should be 
stressed that knowledge of students' reactions to mar
keting education might be interpreted as a pragmatic 
evaluation of the education they received. 

Bearing this in mind, we found interesting to identify 
French students' perception of success criteria in a 
Marketing career. These criteria might have a direct 
effect on the potentl.al misapprehension they would face 
in their first job. Moreover, as we stated earlier, 
the nature of these criteria and possible discrepancy 
with actual criteria of success might be interpreted as 
a sancti.on on the education students received. 

Furthermore, by knowing what students think are crite
rl.a to succeed in a Marketing position, educators might 
adjust their course contents to any potential discre
pancy with actual criteria of success. Therefore, 
these criterl.a may be seen as inputs as well as outputs 
for Marketing education. 

Yet, it must be pointed out that other intervening 
variables might originate those criteria. Among them, 
let us mention students' experience in Marketing prac
tices. Through previous full-time or even part-time 
jobs, students develop beliefs. Many French institu
tions recommend their students to have a summer job in 
business administration to get a feeling of the "real 
world". No doubt that, at least by watching marketers, 
they should get a better idea what qualities and 
knowledge are necessary. The personality of a student 
itself also influences these criteria: the way he sees 
and understands his professional life, for instance, 
are intervening variables. Finally interactions with 
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others (friends, family) might also influence the 
nature of those criteria. 

The research 

Methodology 

The exploratory nature of this research required using 
group interviews. 

Unfortunately, conventional methods of group interviews 
suffered from two major constraints regarding our pro
blem: 

1. They would give nominal results. It was far from 
being obvious that we would have been able to get 
rank-ordered criteria. Yet, ordinal data would 
have been particulary relevant to the problem in 
hand. 

2. Nature of the problem and characteristics of res
pondents (i.e. students knowing themselves) could 
have caused a biased set of criteria as some more 
active people (leaders) would possibly influence 
others. 

Bearing these two constraints in mind, we decided to 
use the Nominal Group Technique (N.G.T.) (Delbecq, 
Van den Andrew, Gustafson, 1975) . 

The sample consisted in 67 Marketing students enrolled 
in an undergraduate program at the Institut Universi
taire de Technologie- e an~ n (France). All of them 
were in the final term of their studies, which meant 
they should have been concerned with their first job 
and that they all had completed several marketing 
courses. Consequently, the model we developed earlier 
in this text was relevant to them. Respondents were 
divided into groups of, on average, 12 people. They 
were presented with the following question: "What are 
the relevant criteria to succeed in a Marketing career?" 
In order to clarify the question, students were presen
ted with two classified ads sampled from L'Express, a 
French national executive magazine. 

Results 

On an aggregate basis, 46 different criteria were 
recorded. This rather large number depicted a diver
sity among the students' perception. 

Among these main criteria, from the number of points 
they received, two emerged: Dynamism and Creativeness. 
Interestingly enough, such criteria are linked to in
dividual qualities and not to the marketing education 
students received. The first criteria refering to 
marketing education ranked only fourth. In a second 
step, we tried to form groups of criteria among the 
original 46. A careful analysis of these individual 
criteria resulted in identification of three main 
categories: 

Individual qualities 
- Intellectual Skills 
- Education 

~n  of the text available 
~~~ n request from the J 
authors. 



MARKETING AND THE NEW WOMAN 

Mary Jane Nelson, Central State University 
Vincent F. Orza, Jr., Central State Univeraity 

Abstract 

~ e e  today should re-evaluate their strategy in 
light of new information regarding the career-oriented 
woman. The potential market which lies in this emerging 
segment of the American work force is yet to be real
ized. Some of what is known about the "new woman" is 
presented in this paper. 

Introduction 

Today's new woman has emerged into our society as a 
confident, self-reliant human being. She is more 
totally aware of herself socially, sexually, econo
mically, and politically. As a working woman she is a 
predictable percentage of our total work force and has 
a measurable impact on our Gross National Product. If 
we look at her as the professional woman, we find that 
she differs significantly from housewives and women 
with non-professional jobs, in terms of a variety of 
s.hopping attitudes, activities, and behaviors. The 
terminology of housewifery can no longer have the 
meaning it once had. The previous categorization of 
men and women into distinctive roles for marketing 
purposes is becoming less feasible. Men and women no 
longer differ so dramatically and thus are becoming 
more difficult to target. 

It is important to look at a strong contributing factor 
that has increased woman's presence in the work force, 
namely the rejuvenation of the women's movement. The 
suffragette centered her efforts on the right to vote 
and her efforts crested with the passage of the 19th 
Amendment. The working woman emerged from conditions 
created by World War I. She was forged and tempered in 
World War II and then shaped in the social turbulence 
of the 1950's and 1960's. The early seventies brought 
about a new feminine leadership and the Equal Rights 
Amendment became a major political issue in the country. 

Women Are Millionaires Too 

There is a movement underway, the purpose of which is 
consciousness raising on the part of women in American 
society. A feeling of solidarity with other women has 
given many modern day women the courage to rebel against 
the.Lr life situation. These new women are a powerful 
economic force in our country today. By the mid-seven
ties women owned almost SO percent of the total cash 
and corporate stock as well as more than SO percent of 
all bonds. Merril Lynch calculates that 50.4 percent 
of America's millionaires are women. It is predicted 
that women will continue to go to work at an unprece
dented rate: 50.3 percent of the work force by 1985, 
and 51.4 percent by 1990. The Bureau of Labor Statis
tics predicts that by 1985 more than half of all women 
16 years of age and over will be in the work force. 
These staggering statistics should demonstrate that 
women are serious about their attempts to prove them
selves in the "man's world". Many women are working 
not just to get away from the limitations and drudgery 
of the household, but because of a sense of professional 
achievement and personal satisfaction that career
oriented men have always known. Work is a way for 
women to establish themselves and find identities of 
theil· own. We find this trend most evident among better 
educated, younger women. Whether a woman is married, 
single, or separated, the more education she has, the 
more likely she is to work. two out of three women with 
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five or more years of college are working full time. 

Available information about the increased participation 
of women in selected professions and the enrollment of 
women in graduate and professional schools suggests 
that this group has potential for even further growth. 
A study done by Professor Eugene Jennings, a professor 
of Management at Michigan State University, indicated 
that younger women, those five to seven years out of 
college, are much better equipped to reach the top in 
major industrial corporations than the older group that 
received a sudded thrust forward in the 1970's because 
of the mood of the times. Professor Jennings found that 
few of these women who were thrust into management 
positions in the 1970's were really aiming for the top 
and few were equipped by work experience to maintain the 
momentum. The reason the younger women are different is 
that corporations are not taking the same shortcuts with 
them. They are getting a broad base of experience and 
are given no breaks. The survivors will be prepared to 
assume presidencies. 

Three clearly defined characteristic types of working 
women he identified are: 

1. The career-centered woman who defines her own goals 
and strategy rather than permitting the company to make 
them for her. She assumes responsibility for making her 
career successful. 

2. The opportunity-oriented woman who is prepared to do 
whatever is assigned ••• to take any opportunity that 
comes her way. Unlike the career-oriented type who will 
move to obtain a better job, the opportunist will take 
a job just to move. 

3. The self-immobilized woman who is content in her 
present job and would like to make a career of it. 

According to his findings, in the years ahead, the 
younger group of women executives will tend to be far 
more career-centered than their older sisters. ~n 
all over the world have started their move for new 
social status, economic footholds, higher education, 
and political power. Because of these forward moving 
drives of today's women, marketers must further their 
efforts to focus on them as a major new consumer force. 
Therefore, from a consumer point of view in general, 
and from a fashion point of view in particular, the 
purpose of this paper is to focus on the marketing needs 
of the new working woman. 
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THE NEXT FIFTY YEARS FOR MARKETING 
IN LATIN AMERICA: PROSPECTS, 
DEVELOPMENTS, AND PREDICTIONS 

William Renforth, Western Illinois University 

The purpose of this study is to forecast the likely 
future development of the marketing environment and 
marketing institutions of Latin America. The specif
ic research objectives are to: (1) Identify the key 
factors or characteristics contributing to the devel
opment of the marketing environment in Latin America; 
(2) Establish the most probable time period in which 
these characteristics will be operative; and (3) Iden
tify the major obstacles inhibiting the realization of 
these characteristics. 

The i.nformation on which the analysis of the research 
questions is based was obtained from a modified ver
sion of the Delphi survey technique. The study suc
cessfully completed two rounds of questioning conduct
ed among a group of 30 cooperating experts. The panel 
of experts was drawn from eight countries of North and 
South Ameri.ca and contained both published academics 
and businessmen with specialized knowledge of Latin 
American marketing. Twenty-four of the thirty partic
ipants are either university professors or former edu
cators turned businessmen. Consequently, the view of 
the futur<' pn·spnted In these results comes primarily 
from the "ivory tower," even though most partlc.ipants 
nrc active ln business and ronsulting. 

The survey instrument designed for the first round con
sisted of 14 characteristics or "states of nature" 
thought to be critical to the future development of 
the Latin American marketing environment. Each "state 
of nature" contained scenario statements describing 
potential developments ln the macro-environment of mar
keting. The participants were asked to indicate the 
probability of each characteristic existing in each of 
several future time periods. Participants were also 
asked in an open-ended question to identify the major 
obstacles inhibiting the achievement of each state of 
nature. 

First round results indicated the need to view Latin 
America regionally, rather than as a homogeneous area. 
Thus, for the second round, responses were requested 
separately for three major areas: the Central Ameri
can Common Market (CACM), the Andean Group, and Brazil. 
Finally, results of the first round were returned to 
participants and they were asked to re-evaluate their 
responses in light of the additional information 
obtained. 

Second round results reveals that the overall judge
ment of the respondents is that the decade of the 80's 
is likely to be a period of especially rapid change for 
marketing environments and institutions in Latin Ameri
ca. The average responses of the panel for all seven 
scenarios taken together indicate that their cumula
tive probability estimate of the scenarios occurring 
by 1990 is well over 50 percent. Further, the greatest 
increases in cumulative probability take place between 
the base year and 1990. The increases in cumulative 
probability are all greater between 1979 and 1990 than 
between 1990 and 2025. Although this may reflect a 
forecasting bias to concentrate on the near run future, 
the overall indication is one of rapid change in the 
next decade. 
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Conclusions on the basis of this survey information 
must be considered with several limitations in mind. 
First, all forecasts of the future represent subjec
tive and highly probabilistic individual judgements. 
Although the Delphi technique may have contributed 
to more considered evaluations by providing the re
sponses of other experts as input into final predic
tions, the overall reliability of any forecasting 
technique, especially for periods outside the imme
diate future, is necessarily less than perfect. Thus, 
these results can best be interpreted as suggestions 
of likely trends rather than definitive conclusions. 
Secondly, the size of the panel was relatively small 
and may not be completely representative of all expert 
opinion at a statistically significant level. 

These limits notwithstanding, three central conclusions 
seem reasonable based on the results. First, the over
all forecast of marketing's contribution to economic 
development seems optimistic. The attainment of some 
specific marketing situations which contribute to eco
nomic development seems highly likely by 2025. Fur
thur, in some cases high probabilities occur in the 
near future. 

Second, substantial variation by regions in Latin Amer
ica is noted. Probabilities for Brazil consistently 
start higher and increase to higher levels than prob
abilities for the Andean Group and CACM. This under
scores the necessity of treating any approach to eco
nomic development in Latin America at least on a re
gional, and not global, basis. 

Finally, survey results suggest some priorities for 
economic development programs and research. Depending 
on the strategy selected efforts could be directed to 
those situations offering the highest probability of 
occurrence in the near run future with the thought of 
attacking areas offering the greatest likelihood of 
quick results. Alternatively, efforts could be direc
ted to situations presenting the greatest obstacles, 
and hence lowest probabilities of occurrence. 



A STUDY OF CONSUMER PERCEPTION OF THE SERVICE/PRODUCER UNITY CONCEPT 

Martin R. Schlissel, St. John's University 

Abstract 

This paper considers consumer behavior relative to the 
service characteristics of inseparability between the 
services and its producer. 

Indeed, the non-mechanized service and its producer are 
one, because of the creative content of many, if not all, 
types of personal services. One may expect the consumer 
to survey alternative sources of services, carefully con
sidering the ability of the source's service producers 
because of the creative content of the service. 

The setting for this study utilized 166 graduate and 
undergraduate business students in attendance at the 
first summer session of 1980 at St. John's University, 
an urban institution. All students commute to school; 
there are no dormitory facilities. Furthermore, most 
graduate students are employed full-time, and attend 
only evening classes. 

The operational procedure involved the distribution of a 
simple questionnaire of three questions. The intent of 
the questions was to find how much the consumers believ
ed that service producers contributed to consumer satis
faction; how the consumers employed this attitude; and 
whether the consumers' perceptions of the role of the 
service producer changed over time. Accordingly, a 
before-and-after framework was attempted through the 
wording of the questions. Comparing the differences be
tween the preference ratings given to each answer choice 
within the time framework measures the influence of time 
and experience on consumer perceptions. 

The hypotheses tested were: 

1. Faculty skill or reputation is the most important 
factor assumed by a consumer of an educational service 
to provide the overall satisfaction he seeks, when 
planning such a purchase, 
2. Faculty skill or reputation is the most important 
determinant of student satisfaction while in attend
ance at the educational institution. 
3. Experienced consumers of an educational service 
value the skill of the service producers more highly 
than do the less experienced consumers. 

A. Before 

Both groups of respondents expected the program of 
courses offered to provide the greatest satisfaction 
sought. However, 77% of the experienced consumers rank
ed the program most highly compared to only 58% of the 
less experienced. 

Of the less experienced consumers, almost as many (54%) 
ranked accreditation most highly as an anticipated sa
tisfaction factor. This is an important point as accre
ditation appears to be an objective information factor 
from a source beyond the control of the service market
er. An objective symbol of all things intangible about 
the education service, i.e., the promise of satisfaction, 
faculty reputation and skill, surrogates such as this 
should be expected to be a valuable decision influence 
on the inexperienced consumer. A reconnuendation from 
an objective source, it guides the choice of the inex
perienced. However, the graduate students also consid-
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ered accreditation important, although in third place 
after convenient location. 

Convenient location received high rankings by both 
groups, as might be expected among a commuting student 
body. While ranked a distant second among graduate 
students, its third place rating among undergraduates 
(49%) was higher than the graduate rating of 47%. 
Clearly, inexperienced consumers have a different 
scale of values than the experienced. 

Few of each group expected that the satisfaction 
sought would be provided by the service producers. With 
the average of the "most" ratings at 35%, faculty 
ratings were about 25% below average. 

B. After 

It appears that Hypothesis 2 is proven negatively. The 
program of courses is perceived by both groupe as still 
contributing most to consumer satisfaction, but there 
are interesting changes in the second and third place 
choices. 

Accreditation's importance declined by 30% among the 
undergraduates, and increased slightly among the grad
uate students. The former change can be explained as 
reflecting the changed situation of the respondents, 
from prospective purchasers to active consumers. There
fore, the relevance of this aid to his confidence need 
is diminished. 

The importance of the service producers continues to be 
low rated, in the "after" portion of the study. But 
this appearance is belied by the magnitude of the per
cent change in the before-and-after ratings assigned to 
faculty reputation and faculty skill. An Exhibit shows 
that the more experienced consumers (graduate students) 
increased their awareness of the importance of producer 
skills by 71%. The less experienced undergraduates 
raised their assessment of the importance of faculty 
skill by 24%, and of faculty reputation by 17%. The 
magnitude of these changes is impressive. 

Conclusion 

The major conclusion to be drawn is that very few con
sumers of an educational service perceive, or are influ
enced by, the unity that exists between the service and 
its producers, regardless of their prior experience. 
However, while consumers are in the act of consuming the 
service, the recognition grows of the importance of the 
service performers' skill as a major factor in producing 
the satisfaction that the consumer seeks. 



RESPONSE AND ITEM OMISSION RATES FOR FORMAT 
JUSTIFIED QUESTIONNARIES 

,John H. Summey, Southern Illinois University 
Ronald D. 1'aylor,Southern Illinois University 

Abstract 

This research examined the impact of a directed quest
ionnaires on overall response rate and item omission 
rates. The results indicated that a directed question
naire format did not improve results in either case. 

The Studv 

During the past fourty-nine years much research act
ivity has been directed toward the investigation of 
methods to increase the response rate to mail question
naires. Numerous strategies have been employed to 
boost the response rate. Some of the strategies have 
produced promising results, while many others have 
failed to aid the problem (Kanuk, 1975; Pressley,l978; 
Roscoe 1975). In short, mueh work still needs to be 
done on the i.mprnvement of the response rate to mail 
questionnaires. 

One common reason suggested for the failure of sample 
members to respond to the questionnare is the lack of 
knowledge on the expected usage of the data that they 
have been requested to supply. The assumption is that 
sample members may tend to be reluctant to supply in
formation when they can not see a reason why the in
formation is needed. Consequently, these authors of 
this paper hypothesized that beneficial results could 
surface if the sample members were supplied with a 
j ustiftcation for the inclusion of the questions. An 
example of such a justification format, henceforth to 
be called a directed questionnaire is: "The question 
below is aimed at finding out the proportion of people 
that use each of the financial institutions mentioned." 
It was felt that supplying reasons for the inclusion 
of the questions would not only increase the overall 
response rate to the questionnaire, but would reduce 
the number of questions that respondents leave un
answered (item omission rate). 

The sample for this study consisted of 3700 respondents 
drawn from telephone directories of four midwestern 
towns. Approximately one half of the net sample re-. 
ceived a directed questionnaire and one-half a non
directed questionnaire. The directed questionnaire was 
about one and ome-half pages longer than the non-directal 
questionnaire. The types of questions and included 
likert, semantic differential, multichotomous and open 
ended. No incentives or advanced or follow up letters 
were used. 

··The following are the research hypothesis for the study. 
Ho1 : There is no difference in overall response rates 
for questionnaires using a directed question format and 
of a questionnaire more traditional format. 
HO : There is no difference in the mean item non
e~ n e rates for questionnaires using a directed 

question format and for questionnaires using a more 
traditional format. 

Results and Implications 

The results of the study indicated that the group re
ceiving the directed questionnaire had a 1.4 percent 
lower response rate (455 for directed and 476 for 
traditional). The hypothesis test for differences be
tween the two proportions was judged to produce in-
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significant results (p = .35), The ~ i n of items 
omitted averaged 8.6 per questionnaire for the directed 
and 9.3 for the traditional questionnaires. The 
hypothesis test for differences between the two ~ 

portions was judged to produce insignificant results, 

(p "' • 71) 

Researchers desiring to increase the response rate to 
one of their mail surveys would apparently be ~  ad
vised to use a directed ea ~ nnai e format. However, 
if the researcher's e ~ e is to obtain more answers 
to confidential questions, then the directed e ~ n

naire may be the appropriate vehicle for some audiences 

The use of a directed questionnaire will increase coats 
considerably. This increase is due to additional mail
ing and handling costa caused by the larger size and 
the added costa of developing a more involved question
naire, Thus, researchers desiring to obtain hard to 
get in a ~ n may find that more can be obtained by 
using a directed questionnaire, but they must ask them
selves if the information is worth the added costa and 
effort. 
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RESPONSE QUALITY OF CONFIDENTIAL AND COMPLEX QUESTIONS 

Donald R. Williams, North Texas State University 
R<>nald D. Taylor, Southern Illinois University 

John H. Summey, Southern Illinios University 

Abstract 

This paper deals with the itme omission rate that is as
sociated with complex and confidential questions on 
mail surveys. The study finds that complex questions 
were not omitted more frequently than any other question. 
Confi.dential questions were found to be omitted more 
frequently. 

Introduction 

In ~ai  survey research, the issue of response rates has 
received much research effort, while the item omission 
rate issue has heen practically neglected (Houston and 
Ford, 1976). The issue of item omission rate has posed 
even bigger problems for certain types of questions. 
More specifically, complex and confidential questions 
have often been suggested as yielding greater numbers 
of omitted answers (Erdos, 1970). While the item omis
sion rate associated with confidential (sensitive) 
questions has often been studied as a function of anon
ymity (Futrell and Swan, 1977), researchers have neg
lected to investigate whether or not confidential que
stions are omitted more often than non-confidential 
questions. Another void in the literature deals with 
whether or no complex questions are omitted more fre
quently than non-complex questions. 

The objective of this study is two-fold. First, deter
mining whether or not complex questions produce higher 
item omission rates than do non-complex questions. 
Second, whether or not confidential questions are more 
frequently left unanswered than are non-confidential 
questions. 

Methodology 

A nationwide sample of 1,108 service dealers waH random
ly chosen from a master list provided by an electronic 
manufacturing firm. Nine questionnaires were returned 
as undeliverable for a net mailing of 1,099. A total of 
348 useable returnes were received for a response rate of 
31.7 percent. None of the service dealers received 
prior notification of their selection for the sample. 
Each respondent rL't'L>ived the questionnaire along with a 
pre-addressed, stnmpC'd return enve] ope. Follow up 
letters, which included a copy of the questionnaire and 
a stamped, rPturn envelope, were mailed two weeks after 
the original ma illng. No incentive was used in con
junction with the mailings. 

Due to the confidential natureof some of the information 
sought anonymity was an issue stressed in the cover let
ter. Respondents were reminded to maintain their 
anonymity by not including their return address and by 
reviewing their responses to some of the short answers 
questions to insure that they did not name their company. 
In general, the questionnaire was very detailed. Of the 
fourteen questions, several required numerous responses, 
while others involved choices from involved lists. The 
average completion time during pretest situations was 
over an hour. A panel was asked to judge the question
naire in order to determine the complexity and con
fidentiallity of each qeustion. Three of the questions 
were judged to be complex. The three complex questions 
were: a question that required 72 responses; one that 
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required 48 responses; and an involved essay question. 
Three questions were deemed to be confidential, as they 
respectively dealt with the sales of the respondent's 
company, the company's legal structure, and the re-
spondent's judgment o the performance the indust-
rial distributors who serve the company. 

In order to develop the data for testing the hypothesis 
each returned questionnaire was examined and totals 
developed for item omissions on each question. These 
data were then examined using the Mann-Whitney U test. 
The tests involved comparing the item omissions on 
complex and confidential questions to item omission 
rates on the non-complex and non-confidential questions. 

Findings 

The use of the Mann-Whitney U test to examine the over
all effect of complexity of the questions on item omis
sion rates produced a statistically significant result 
(U=4, =.05). This result indicated that the complexity 
of the question tended not to effect item omission rates 
The overall effect of questionn confidentiality was 
found to be a statistically significant increase in 
the item omission rate (U=7, p .05), i.e. confidential 
questions tended to be omitted more frequently. 

Discussion 

This study partially supports the opinions of noted 
mail survey authorities in that certain types of ques
tions will more frequently suffer from more omitted 
answers (Erdos, 1970). In this case, confidential 
questions were found to be omitted more frequently. 
With confidential questions, anonymity is an obvious 
concern. Repondents are unlikely to answer any que
stion to which they feel their answers could later 
cause problems, i.e. reveal a sensitive issue such as 
income or their opinions about people. The issue of 
anonymity was held constant in this study, in hopes that 
the effect of anonymity would be relatively constant 
across all questions. In short, researchers may assume 
that becuase of the anonymity issue, that confidential 
questions will probably produce a higher omission rate 
on answers. Complex questions were not found to pro·· 
duce a higher frequency of answer omission. This find
ing is surprising. Researchers have hypothesized for 
sometime that more complex questions would be more 
likely to be left blank due to the extra effort involved 
for the respondents. Apparently the effort involved in 
answering a question may not have much of an effect on 
the probability that the question will be answered. 
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A SEr.MENTATION APPROACH TO THE MEXICAN-AMERICAN MARKET 

fi'ernnndo J, Cerv:1nteH, National University of Mexico, Mexico City 

Abstract 

Marketing discipline has ignored for a long time the 
Mexican-American consumer in spite of his growing impor
tance. The paper describes a marketing research study 
uf the Mexican-American community in the Los Angeles 
area. The results showed that Mexican-Americans are not 
a unique market, but a composite of heterogeneous mar
ket segments. 

Introduction 

Until now, marketing scholars and marketing firms rarely 
or never have touched the subject of the Mexican-Amer
ican consumer as a potential market for products and 
services. They are estimated,together with the rest of 
the Hispanic population in the U.S., to be 12 million 
(5.3% of the American population). Of the officially 
recognized Hispanics, the largest single group are the 
Mexican-Americans (or Chicanos), comprising 60% of the 
Hispanic group (Time , 197R). 

The figure of 12 mill iun does not include illegal ali
ens, which conservatively could be estimated at 7 mil
lion. Therefore, the estimated total Hispanic popula
tion is 19 million or 9% of the total population in the 
U.S. Comparatively, blacks are 12 % of the national 
figure, but they have received well-covered attention 
by marketing researchers. 

The study presented here deals with a marketing research 
study among Chicanos in the city of Los Angeles, Cal. 
Such project was funded by several companies located in 
Mexico City, who were very interested in the Chicano 
consumer. 

Methodology 

The marketing research project in L.A. was actually two 
different studies. One was a focus group and the other 
a house interview survey. A total of 250 interviews 
were completed and processed. The questionnaire con
tained 37 questions that covered attitudinal information 
about products made in Mexico, consumer habits, and 
reasons for preferring certain Mexican products over 
American products. 

The focus group study was initiated after the house in
terviews were completed. Two sessions were organized 
in different typical barrios of L.A. The reclutants 
were males between 25-35 years. The discussion was a
round the idea of quality of the Mexican imports. Ses
sions were tape-recorded and carried out in Spanish or 
English, Jepending on the preference of the respondent. 

Findings 

The Structure of the Market 

One of the major findings of the research is that there 
is not such a thing as a unique or homogeneous market, 
Not only are Mexican-Americans sharply different from 
the general population by almost every demographic and 
socioeconomic measure, but they also differ among them
selves. It is very likely that a Chicano living in Cali
fornia is very different from one living in Texas or 
New Mexico, 

Derived in part from our findings and also from the 
sociological literature (Burma,l970 and Grebler,l970), 
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we were able to establish the Mexican-American market 
as a pyramid straucture with four main strata: the base 
of the pyramid is composed of recent immigrants and il
legal aliens, who are the worst off, economically 
speaking, of all the groups. They are the least accul-
tured and they speak almost exclusively Spanish. ' 

There is no exact figure about illegal Mexican immi
gration and we can only guess on this respect. However, 
a conservative figure of 7 million is not far from re
ality (Moore,l976), If we add this figure to the legal 
immigration, the percentage of foreign-born may be as 
high as 60-65% of the Mexican-American population. 

The second stratum is called the "Radical Chicano". 
They are native-born Americans, but still have very 
close feelings about Mexican traditions. It is a very 
politicized group that sees no alternative to self
improvement except apartness and fighting back with the 
institutional and political weapons of the American sys
tem. Even though that they are in the process of accul
turation, they speak English intermixed with Spanish. 
We consider this group to be about 20 to 25% of the 
Chicano community. 

The third segment of the pyramid is called "Conservative 
Chicanos." They are also native-born Americans, who are 
beginning to lose some of the Mexican ties. The achieve
ment of this group has been much greater than the other 
two groups, due to more years of school, including some 
years of college. They feel more comfortable speaking 
English, although Spanish still might be spoken with 
their parents. We estimate this segment to be 10-15% of 
the Chicano community. 

Finally, the fourth segment of the Chicano population 
are called the "New Rich" because they are at the top 
of the socioeconomic ladder. Even though they might not 
be rich in absolute terms, they have achieved a position 
that resembles the middle- qr upper-middle class fam
ilies in the U.S. The acculturation seems to be total 
and they are likely to marry outside the ethnic com
munity with native Anglos and move out of the barrio. 
The "New Rich" generation might be only 5% or less of 
the total Mexican-Americans (see Exhibit 1). 

EXHIBIT 1 

SEGMENTS OF THE MEXICAN-AMERICAN HARKET 
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The pyramid shown in Exhibit 1 is not a clear cut seg
mentation, nnd the suggested percentages an• only esti
mntC'>l dt•rivt•d from our Hludy nnd Lht• l:itt•rnturc rc•viC'w, 

The mn in IIHpect we want to show hen• is the process of 
assimilation of the diff<•n•nt segments of the Mexican
Americlln population. l.t iH this div<•rHity thnt mnkcs 
any chnrac ter i za t ion of Cl1 ic·anuR flO extremely difficult. 

Image of the Products Made in Mexico 

It was found that 85% of the respondents said that the 
quality of Mexican-made products is good or excellent. 
They said Mexican imports have "craftmanship" while U.S. 
products are mass produced, Mexican foods and beverages, 
they feel, are natural while American products contain 
chemicals. 

If Chicanos buy U.S. products. it is due to their low 
incomeR (imports are usually more expensive). They pre
fer to give their money to Mexican firms so as to create 
new jobs, rather than help Anglo firms. In summary, 
Chicanos distrust, and feel cheated by many U.S. com
panies. 

In relation to mass media, Mexican-Americans watch Amer
ican TV pror,rams,listen to English speaking radio pro
grams, and read American newspapers just as much as the 
Spanish mass media. 

Conclusions and Future Outlook 

While American blacks are constantly discovered by mar
keting firms in the U.S., Mexican-Americans remain a 
forgotten minority, in spite of the fact they are now 
the second largest minority in the country. Politicians 
and even Presidents have looked for the Chicano support, 
There is no doubt that Mexican-Americans as well as 
other Hispanics will play an important role in shaping 
the nation's politics and policies (' Time, 1978). 

We cannot neglect the existance of at least 12 million 
of Mexican-Americans in different process of accultur
ation, but who live and consume products every day in 
the United States. 

Mexican firms have discovered a very important market 
for their products. American firms may be la11;ging be
hind in their effort to capture this market, 

We assttm(• tlwt the lack of marketing research infor
mation about this conm1unity is one of the biggest 
problems that it is confronted to understand this mar
ket, Even important marketing research bureaus such as 
A.C. Nielsen and American Research Bureau tend to ignore 
the preference of Mexican-American consumers. These 
companies select their daily keeping sample of house
holds from telephone directories, a pracLice that tends 
to exclude minority responses, because they have a 
disproportionate number of unlisted telephones or, per
haps, have no telephone service at all (Moore,l976). 

Another problem we have found is the false stereotype 
given by the mass media, which portrys the Mexican
Americans as lazy and dull (Martinez, 1973). Some en
trepreneurs think that it is not worth to sell to this 
market. We might call this a new "majority falacy" 
(Kuen and Day, 1962). American firms are concentrated 
in larger segments (or wealthier groups), where there 
is hypercompetition, which might turn out to be less 
profitable than smaller segments of the market, such 
as the Mexican-Americans. 

Firms that first show interest in this minority would 
probably gain their patronage. 
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POSITIONING: SOME CONCEPTUAL OBSERVATIONS WITH AN ILLUSTRATION, 

Antti Haahti: Helsinki School of Economics, Finland 

Rob van den Heuvel, University of Groningen, Netherlands 

Topic 

This paper is concerned with the concept of positioning 
in the marketing management decisionmaking environment 
and with the alternative approaches to positioning. 

Purpose 

The purpose of this paper is, then, to study the posi
tioning concept both from a theoretical and from a 
practical point of view. This is carried out by 
a) reviewing the literature, whereafter b) a synthesis 
~  the concept is attempted to, and c) a clarification 
folLowed by an illustration of the concept and its 
application in a market research problem situation is 
presented. 

Problem 

The concept of positioning does not seem to be an es
tablish one as to its exact meaning nor to its bound
aries in the marketing literature. We feel it is 
worthwhile to discuss the concept itself, the central 
variables and the various approaches associated with it. 

Therefore, the objectives of the study are to review 
the literature in order to show some of the contra
dictions as to the concept's meaning and content, and 
to identify the variables of importance; describe the 
various alternative approaches to positioning and to 
clarify this with an example of an ongoing research the 
authors are about to complete. 

Review of Literature 

The concept was perceived as a gimmick and not very 
different from the product differentation concept in 
its first stage of development. It was regarded as a 
strategy of either of a) internal, i.e. product line 
oriented nature or b) of external i.e. consumer 
oriented nature (see Trout 69, Trout and Ries 72, and 
Greenberg 72). 

These authors used such terms as "company image posi
tioning", "positioning within the prospects mind" and 
"master plan positioning" to stress the importance of 
product image as the central variable of interest. 

Others (see Ogilvy 75, Home 75, Raula 77, Wademan 76, 
Achenbaum 74, Ries 74, and Wasem 77) used the concept 
in relation with advertising and defined it as an adver
tising dependent strategy, or technique, to relate the 
product identity in the minds of the prospective buyers. 

The next stage of development of positioning thought 
(see Warwick and Sand 75, Wademan 76, and Maggard 76) 
added the competitive aspect and stressed that posi
tioning is a tool to differentiate between one company's 
product from other's. Mcintyre introduced the aspect 
of measurement approach by stating that it was impera
tive to know what consumers think of a product and how 
it would be perceived vis-a-vis major competitors. 
Actually psychometricians, and in marketing Neidell 69, 
Green et al introduced the measurement approach to posi
tioning in marketing literature, but their point of view 
was that of developing new effective techniques into the 
marketing research problems, and the conceptual side of 
positioning was a sideline. 
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Product positioning was seen to refer to a brand's 
objective attributes in relation to other brands. 
Lancaster's terminology (Lancaster 66) had a profound 
effect on the development of the concept. According to 
Lancaster, the consumer was seen to choose also on the 
basis of subjective and perceived attributes. 

Position refers to a product's subjective attributes in 
relation to competing products. This perceived image 
of the brand belongs not only to the product, but rather 
is the property of the consumer's mental perception and, 
in some instances, could differ widely from a brand's 
true physical (objective) characteristics. 

A brand may have at least two different positions; one, 
the product position which is based on the objective 
characteristics in relation to competing brands, and, 
two, the product position as perceived by consumers 
along the subjective characteristics in relation to 
competing brands. 

Among the more recent researchers (see Hughes 79, Green 
and Tull 78, Doyle 77, Hooley 79, Hauser and Koppelman 
79, Huber and Helbrook 79, and Wilkes 77) a strong 
measurement orientation is introduced into the posi
tioning literature. 

The fundamental treatment of this "school" of thought 
is the following line of reasoning; when a product/ 
service/idea is chosen by the consumer, the appributes 
(both objective and subjective) of the available prod
ucts are evaluated in terms of the consumer's set of 
needs. 

The way the brand is perceived in relation to his needs 
is directly connected with brand preference and indi
rectly with the market share of the brand. Therefore, 
it must be one of the central needs of a marketing 
manager to know the comparative position of his product 
or product line. 

In order to satisfy this central need of management one 
must be able to measure the perceptions related with 
the various attributes in the competitive space. The 
above mentioned writers tend to define positioning 
totally from the measurement point of view, so that 
five approaches to positioning are enumerated (Nicosia 
and Tull) 1. multidimensional scaling (mds) positioning 
based on similarity of brands, 2. mds positioning based 
on brand's position on various product attributes, 
3. mds positioning based on brand's position on the 
relevant dimensions, 4. mds positioning based on both 
perceptions and preferences, and 5. conjoint measure
ment. 

Thus one may distinguish several stages in the develop
ment of the concept. These stages are: 

1. The "image profile" concept of advertisers or 
researchers in the advertising field that regard 
positioning as an advertising dependent strategy. 
Their approach is more or less intuitive. 

2. The "tool of differentiation" approach that regards 
positioning as a means of differentiating a product 
from the competing products. 



3. The "measurement" approach of those who apply multi
variate methods - most often multidimensional 
scaling and conjoint measurement - in defining the 
product positions and the relevant dimensions. 

When an attempt to draw together the somewhat contra
dictory approaches is made, the first impression is 
that one deals with a typical development scenario of 
a concept in marketing. First, it seems as if a new 
label was given to old thinking, but after the test of 
time, the concept is slowly accepted. 

If marketing is defined as the interface between an 
organization and its markets, positioning should be 
seen as the process that gives direction towards the 
target markets in the competitive environment to that 
interface process. In its directive capacity, the pro
cess is of strategic importance. Therefore, it is 
incorrect to regard it as only a tool, or only of 
tactical value. 

a~ were then the dependent variables of the various 
approaches? Image profiles were the concern of the 
first stage of the development. The image an adver
tisement created in the consumer's mind explained the 
choice of a product. The second approach "the tool of 
differentiation" added the comparative aspect i.e. the 
market structure as another relevant variable. The 
third approach "the measurement" approach rligarded 
choice as a function (among other things) of percep
tions on and preferences of the various competing prod
uct attributes as relevant, and, therefore, perceptions 
and preferences are the dependent variables of interest. 

The subject of positioning may be applied on any of 
the following: 

1. brand/product/service/idea attribute(s) which may be 
either objective or subjective (perceived). 

2. brand family or product group 

3. company of an organization 

The object of positioning may be the ultimate consumer, 
the distributor of the brand, other reference groups of 
the firm, or the public at large. Positioning is 
carried out in terms of the perceptions and preferences 
of the target towards and between the competing sub
jects in the environment conditioned by the market 
structure, either on an aggregate or on disaggregate 
level depending on the objectives of the research. 

An illustrative case study on positioning is reviewed 
below to further clarify the concept. 

Illustration 

The topic of the study was the relative position of 
Finland as a tourist country. Several studies have 
been and are being carried out on a multitude of dif
ferent aspects of Finnish tourism services, but research 
concerning the relative position of Finland as a tourist 
country is scarce. Therefore, insight into the problem 
of Finland 1 R comparative standing as a sunmer holiday 
country was regarded to be a necessity as pointed out 
by the representatives of the travel trade who partici
pated in this research proces.s. The determination of 
Finland's competitive position was also regarded as an 
interesting question from the scientific point of view. 

The problem of the study was to define Finland's posi
tion among competing summer holiday countries; and, 
the fundamental question to be answered was "what are 
the relevant dimensions of choice across the compared 
countries; and how are the countries positioned along 
these dimensions"? 
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Methodology 

The three approaches to positioning were discussed 
above. The third approach "the measurement" approach, 
was selected here as it represents the most scientific 
approach in the study of the problem. 

When considering which one technique or a set of tech
niques is best suited for analysis of the problem, 
there is a multitude of literature in favour of multi
dimensional scaling and conjoint measurement related 
techniques (see Green and Wind 73, Nicosia and Wind 77, 
Green and Tull 78, Neidell 69, Wish, Deutsch and Bierer 
75). Also due to the nature of the research problem
an exploratory research to determine the choice dimen
sions and the positions of competing countries along 
these dimensions - the multidimensional scaling ap
proach was deemed most appropriate. (The total research 
design included factor and multidimensional scaling 
analysis of the derived dissimilarities, external and 
internal analysis of preferences, clustering of ideal 
points, and, discriminant analysis of the clusters. 
However, only scaling of dissimilarities and external 
analysis of preferences results are discussed here. 

Data 

For the purposes of the study, a survey of summer tour
ists was carried out in the three most important tour
ist destination areas, namely Helsinki and vicinity, 
Saimaa lake area, and Lapland in Finland in the sunmer 
of 1979. A sample of 681 observations were used for 
this study. The sample was grouped into five main 
groups according to nationality. 

Analysis Procedure 

It is appropriate to give a short description of the 
methodology used in this research. Multidimensional 
scaling is a powerful technique for positioning and 
segmentation purposes. The basic idea behind the use 
of MDS can be described as follows: Whenever respon
dents are asked to compare stimuli (ie. holiday coun
tries) this will be done using a number of criteria. 
The result of this is a statement that two stimuli are 
more similar than two others. This gives a measure of 
"psychological distance" between stimuli. MDS is a set 
of techniques that translate these psychological dis
tances back into the scores on criteria that the re
spondent based his judgment upon. 

The process by which this can best be described is by 
starting with the opposite problem. If we have a map 
of, say, Finland with the location of 10 towns, it is 
an easy task to compare the distances between these 
towns (using Pythagoras theorem). MDS, however, solves 
exactly the reverse problem. Given the distances 
between the towns it would reproduce the ~a  of Fin
land". In other words, it would give the locations of 
the ten towns on two criteria (dimensions) a north/ 
south and a east/west dimension. 

Exactly the same process applies to the psychological 
distances above. Respondents are asked for dissimilar
ities for holiday destinations and a "psychological" 
map with the location of the holiday destination on the 
relevant dimensions are achieved. 

When asking for dissimilarities we don't know the di
mensions the respondents use in comparing holiday 
destinations. In the map example we know that the di
mensions are north/south, west/east. One of the 
strong points in using MDS is the fact that it enables 
the researcher to find the relevant dimensions. As the 
MDS output gives the exact location of the brands on 
the relevant dimensions, it can give an important in
sight into the market considered. 



(The alternative conceptual approaches to the scaling 
of similarities data are enumerated in Green and Rao 
72' p. 6) • 

In the current application, several reasons forced us 
to use the indirect measure of (dis)similarity. The 
choice of the data gathering technique is always a 
trade-off between alternatives. The testing of the 
questionnaire showed us that this questionnaire could 
certainly not be extended if we wanted to keep the 
response at a high level. Therefore, we decided on an 
efficient use of the available space. This was real
ized by using the rating of countries on a a e~ 

istics both for the profile analysis, (results not 
shown here) and the derivation of psychological dis
tances. 

Given the scores on all characteristics for all holiday 
countries the dissimilarity measure can be derived by 
subtracting the scores of two countries on each char
acteristic and sum the squares of the differences . 

. This results in a dissimilarity measure between every 
pair of countries for each respondent. Since our pri
mary concern is not with individual respondent, but 
with the group this sample represents, we have averaged 
these measures over all individuals. This gives us 
the average distance between any two holiday destina
tions for the entire sample. 

The scales measured only the rank order of the stimuli. 

A segmentation study would, of course, concentrate on 
different groups of people. As will be shown, this 
has been realized by taking nationality as the segmen
tation criterion and, therefore, by developing the 
dissimilarity measure for each of the five nationality 
groups. Obviously, other segmentation criteria can be 
used. 

Algorithms 

The scaling programs used were KYST-2 and PREFMAP. 
~~  phase IV was used for property fitting instead 

of PROFIT. 

KYST 

KYST-2, a successor to KYST (Kruskal, Young, Sheparad, 
and Torgerson) a merger of MDSCAL 5 and TORSCA 9, in
cludes the configuration procedure developed by 
Torgerson, and it also enables a principal components 
rotation of the derived dimensions. 

Property fitting 

PREFMAP (here the Edinburgh-75 version) developed for 
the fitting of preference data to an externally sup
plied configuration of objects was used in this in
stance to fit the perceptual dimension by nation. The 
PREFMAP IV phase (vector model) was used to fit the 
attribute vectors to the map in such a way that the 
projections of each country were as highly correlated 
as possible with the average scores of each country on 
each attribute, as obtained from the 10xl2 distance 
matrix. 

The vector configurations of the fitted dimensions are 
presented in figures 2 and 3. 

The scaling of the preference data alternatives have 
also been summarized in Green and Rao 72, p.9. In 
this study an external approach was used. An external 
approach implies development of joint space from the 
similarities and the preference data separately, 
whereas in the internal approach, the joint space is 
created simultaneously utilizing only the preference 
observations. 
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As stated by Chang and Carrol in "How to Use PREF.MAP 
and PREr1MAP 2 - Programs Which Relate Preferences Data 
to Multidimensional Scaling Solution (see J.J. Chang 
and J.D. Carroll, Bell Laboratories, Murray Hill, New 
Jersey) the purpose of the algorithm is to find a joint 
space. 

Given a stimulus configuration and a set of preference 
scales in the form of a subject-by-stimulus matrix, the 
algorithm finds for each individual an ideal point in 
a stimulus space such that the squared Euclidean dis
tances from each stimulus to the ideal point are lin
early or monotonically related to the preferences 
expressed by the subject. 

The finding of ideal points proceeds via a hiararchy of 
four models which are corresponded by four phase pro
cedure. 

Results 

The perpectual spaces of the respondents to be analyzed 
were divided into groups of nationalities. The analysis 
was carried out in one, two or three dimensions. The 
one dimensional will be presented and analyzed first. 

For reasons of brevity only two respondent groups'- the 
Dutch and the Scandinavians - output is compared and 
analyzed here. 

(See Figure 1; One dimensional plot of Dutch and 
Scandinavians.) 

When all the stimuli were "squeezed" into the same 
dimension, Finland and France were regarded as polar
ities by the Scandinavians. It was interesting to note 
that Sweden and Norway were perceived to locate midway 
between Finland and France by the respondents. A pos
sible explanation is that Scandinavians do not preceive 
Finland as part of Scandinavia. 

Ireland, Austria, Switzerland and Britain were per
ceived to be closer to Sweden and Norway than Finland. 
This distance may be meaningful for decisionmaking pur
poses as the perceived difference could be used as one 
of the fundamental message in the advertising programs. 

The one dimensional plot of Dutch perceptions reveals 
Finland as totally opposite from Holland. The Dutch 
tourists perceived Norway, Ireland and Sweden to be 
most similar to Finland and, Spain, Germany and France 
to be most dissimilar to F'inland. Switzerland and 
Austria were located in the center of the continuum. 

One dimensional plots are crude measures that only hint 
towards some polarities, but they are useful to gain 
fast insight into the data. 

Almost all MDS programs lead to a solution that might 
be orthogonally rotated, In order to improve read
ability we have rotated the following figures where 
necessary. 

Property fitting 

The property fitting of dimensions along which Scandi
navians perceived Finland in relation to other countries 
gave the attributes "easy to reach" and "different 
experience" properties as the relevant ones. Finland 
was positioned almost ideally along the "easy to reach" 
dimension and relatively near the ideal point along the 
"different experience". All other dimensions tended to 
be moderately correlated with at least one of the two. 

Attributes that fit onto the map significantly (i.e. the 
correlation between country projections onto that 



fitted attribute vector and the average country projec
tions on the attribute is significant) are possible 
explanations of the basis on which the respondents in 
the sample initially made their judgements of similar
ity (i.e. they are attributes that may be determinant 
of perception, see Hooley 79, p. 21). 

Perceptual preference mapping 

There are two models of preferemce mapping in the 
PREFMAP program: the ideal point model and the ideal 
vector model. Here the plot of the ideal vector model 
only is presented to illustrate the positioning pro
cess. 

The input data consisted of respondents' preference 
ranking of the stimuli. In the vector model it is as
sumed that the utility increases without limit and the 
preference is direction dependent. The cosine of the 
angle that the vector makes with the attribute i en~ 

sion (there are only two almost opposite preference 
vectors drawn as examples) represents the tradeoffs 
that the respondent makes among changes along the 
attribute dimensions. 

Figure 3 illustrates this point for two respondents, 
one from segment I, respondent L and the other, segment 
II respondent V. In the case of respondent L, we note 
that his tradeoffs highly favor "accessibility" and 
"different experience". Finland projects highest on 
L's utility vector, while Holland projects lowest. In 
contrast, respondent V weighs, about equally, changes 
in "accessibility" and "tlifferent experience": France 
(B) projects most highly on V's vector, while Finland 
comes only average. Switzerland comes in last in pref
erence. 

Conclusion 

If we were to use the information of Figure 2 alone, we 
would be misled to believe that Finland (2) is the most 
preferred stimulus along the "accessibility" dimension, 
the eonslusions should be to stress the need of concen
trating the marketing efforts around this dimension. 
But Figure 3 produces additional insight by showing 
that there is some distance between segment I and 
Finland, and shows the first partial conclusion to be 
incorrect. 

Therefore, we should, basically, either 1. "move" Fin
land towards segment I, 2. "move" the segment more 
towards Finland, or 3. do both 1 and 2 to create a 
more advantageous comparative situation for Finland. 
This "movement" could be achieved through the marketing 
mix activities. 

As we have outlined the discussion on some conceptual 
problems around the concept of positioning and illus
trated our point with an example, we conclude by de
fining positioning as a continuous strategic process 
of measuring the perceptions and preferences of the 
target market (respondents) towards the alternative 
market offerings in order to define the position of the 
stimuli along relevant competitive dimensions and to 
provide for a set of alternatives for marketing strat
egies likely to gain success to the organization's 
endeavour in the competitive setting. 
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THE MAJOR (LARGEST? BEST?) CONSUMER MARKETS - WHERE ARE THEY? 

Ernest F. Cooke 
Memphis State University 

Abstract 

How do you define a consumer market? How large should 
a single market be? Where are the largest markets to
day? Why is it important to know exactly which are the 
major markets? Why are various lists of major markets 
different? These questions are examined and answered 
in this paper. 

Introduction 

Is Pittsburg the eighth largest consumer market as re
ported by The Conference Board or is it fourteenth as 
reported by the Census Bureau? Is Omaha and Charlotte 
among the top thirty-eight markets as reported by Neil
son or are they sixty-ninth and seventieth as reported 
by ~ e i~~ ~  How can Nielsen ignore San Diego 
and Tampa in their list of the thirty-eight most impor
tant markets when these two cities rank in the top 
twenty-five of every one else's list? Why did the As
sociation of MBA Executives in their survey of the qua
lity of life in SO cities include Wilmington (72nd), 
Tulsa (60th), Syracuse (56th) and Toledo (48th) but ig
nore San Antonio (36th) and Tampa (25th)? 

One of the answers to these questions is that any list 
of major markets will change over time and the only way 
to compare lists is to use the same data for the same 
time period. Another answer is that although popula
tion is the most commonly used measure of size, some 
people use other measures. But the answer that ac
counts for most of the discrepancies is that different 
people use different boundaries to define their markets. 

The purpose of this report is to discuss these issues, 
suggest how the job should be done and then prepare a 
list of major consumer markets using these suggestions. 

This is not just an exercise in number crunching. 
Since most marketers operate with limited resources it 
is important that they pick their markets carefully. 
Very few firms can afford to go national immediately 
with every product and many firms can never go national. 
It is possible to cover very significant portions of 
the United States market selectively. Over half of the 
disposable income in the United States is found in less 
than fifty compact markets. Assuming that resources 
are limited the final list generated here will be li
mited to the most important markets in the continental 
United States. Foreign markets will be ignored because 
of export consideration and markets outside of the con
tinental U.S. will be ignored because of distance and 
shipping costs. 

Size and Boundaries 

There should be no problem in defining the boundaries 
of a consumer market. The office of Federal Statisti
cal Policy and Standards has, since 1977, defined for 
reporting purposes the metropolitan areas of the United 
States (Office, 1975). Before 1977 the function was 
performed in the Office of Management and Budget. The 
basic unit is the SMSA (Standard Metropolitan Statist!-
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cal Area) which is composed of one or more counties or 
their equivalent. As of June 30, 1979 there were 281 
SMSA's in the United States. 

In New England towns and cities are used instead of 
counties. Since most data is collected by county many 
reports use the unofficial NECMA (New England County 
Metropolitan Area). It is important to note that the 
difference between an NECMA and an SMSA is not just the 
use of counties instead of towns and cities. Many NF:CM
A's include more than one SMSA. There is some consolida
tion. For example the Boston NECMA which covers six 
counties includes most or all of four SMSA's (Boston, 
Lowell, Brockton and Lawrence-Haverhill). There are 
thirteen NECMA's which cover 26 SMSA's. 

As time has passed and adjacent metropolitan areas have 
grown closer together there has been recognition that 
some of these contiguous areas have essentially become 
one market. A new metropolitan area has been defined 
called the SCMA (Standard Consolidated Metropolitan 
Area). An SCMA is a combination of SMSA's. At the pre
sent time there are thirteen SCMA's. 

One of the major problems in comparing lists is that 
different people use different combinations of SMSA's, 
NECMA's and SCSA's. Very few lists use only SMSA's. 
The Census Bureau does every ten years (U.S., 1973) and 
The Conference Board does on one of their lists (Axel, 
1977). The Conference Board provides some insight into 
one aspect of the problem of changing boundaries. In 
their publication, A guide to Consumer Markets 1977/19-
78 on page 35 is a table titled, "The 50 Largest Metro
polotian Areas in 1974" and on the next page is a table 
titled, "Population of Leading Metropolitan Areas, 1970" 
(Axel, 1977). Both lists are ranked by size and there 
is a note pointing out that although the lists are by 
SMSA they are not comparable because the definitions of 
the SMSA's had changed. This is not only confusing but 
the two lists are useless for the purpose of making 
comparisons. You wonder why they published both lists 
expecially when the older list could have been revised 
to conform to the new definitions. 

The most frequent combination is SMSA's and NECMA's. 
Lists of this type are put out by the Census Bureau 
(U.S., 1980, p. 27), Advertising Age (Hong, 1979) and 
Sales and Marketing Management (Survey, 1980). 

The most logical method would be to use all three 
(SMSA' s, NECMA' s and SGSA' s) , using only the largest 
markets. Thus if the SCSA is larger than the NECMA you 
would use the SGSA. There seems to be only one list 
that uses this approach (U.S., 1980, p. 26) and it is 
relatively new as indicated by the fact that the Census 
Bureau which publishes the list has not yet standardiz
ed the format. This can be seen by comparing (U.S., 
1980 p. 26) to (U.S., 1979, p. 28) 

An important list put out by ~e en (1978) does not 
use SMSA's, NEGMA's and SCSA's but defines its own 
metropolitan areas. The central cities are the same 
and in a few cases the Njelsen area is very close to 
the government defined areas. For some reason the 
Nielson list which purports to cover the thirty-eight 
most important markets does not include at least a half 
dozen markets that by ~ definition or criteria are 



more important than some of the cities on the Nielsen 
list. 

In addition to Nielsen there are at least two other 
lists that do not use SMSA's. One is the BEA Economic 
Areas (Bureau, 1977) put out by the Bureau of Economic 
Analysis, Department of Commerce and the other is Rand 
McNally's (1980) list of Basic Trading Areas and Major 
Trading Areas. Both of these lists cover the entire 
country. There are 181 BEA Economic Areas and 494 Rand 
McNally Basic Trading Areas combined into 50 Major 
Trading Areas. By covering every county in the United 
States these areas include many counties with very low 
population densities and insignificant markets. 

As an example the Memphis SMSA covers four counties 
with a population of about 900,000, the Rand McNally 
Memphis basic trading area covers 37 counties with a 
population of about 1,600,000, the Nielsen Memphis mar
ket covers 54 counties with about 2,200,000 people, the 
Memphis BEA area covers 67 counties with about 2,500,000 
people and the Rand McNally major trading area covers 

'97 counties with about 3,500,000 people. The four 
counties in the Memphis SMSA cover 2,300 square miles 
which means a population density of almost 400 people 
per square mile. The 97 counties in the major trading 
area cover 55,000 square miles which means a density of 
almost 65 people per square mile. Also the Rand McNally 
major trading area includes another SMSA (Jackson, MS) 
which is 200 miles from Memphis. 

Finally the 97 Rand McNally counties, the 54 Nielsen 
counties and the 67 BEA counties are not additions to 
each other. Obviously the four SMSA counties are part 
of all the larger lists and the 37 counties in the Rand 
McNally basic area is a part of their major area but 
Rand McNally (97), BEA (67) and Nielsen (54) each cover 
counties not covered by the others. 

In Table 1 five different lists are compared. These 
lists represent several of the types discussed above. 
An attempt has been made to rank the lists by popula
tion as of the same date. Different groups estimate 
population in different ways which will account for 
some of the discrepencies but the major reason for the 
difference in the rankings is that each list represents 
different sizes for the same markets. 

Although the population estimates are within six months 
of each other the lists show interesting variations. 
On the five lists Washington ranks 5th, 7th, 7th, 8th, 
and 8th; San Francisco is 5th, 6th, 6th, 7th, and 8th; 
Boston is 6th, 6th, 7th, 8th, and 9th; St. Louis is 
lOth, 12th, 12th, 12th and 15th; Pittsburgh is 8th, 
lOth, 13th, 13th and 14th; Cleveland is 9th on two lists 
and 17th on two others; Memphis is 21st on one list, 
41st on another and 42nd on a third while Grand Rapids 
is 31st, 66th and 70th on three lists. 

The Logical Boundaries 

It would seem that the most logical method of construc
ting a list of major consumer markets would be to fol
low these rules for defining the boundaries: 
(1) Use government defined areas specifically SMSA's 

NECMA's and ~  These definitions are almost 
universally recognized for statistical purposes. 

(2) Use whichever is the largest. Since these SMSA's, 
NECMA's and SCSA's by definition represent single 
markets it makes sense to use whichever unit repre
sents the largest single market, the largest de
gree of consolidation. 

(3) Try not to use New England SMSA's because' interim 
data is usually provided for the NECMA's but not 
the New England SMSA's. 

TABLE 1 

COMPARIONS OF VARIOUS LISTS OF LARGEST MARKETS 

Column 
1 

New York 
Los Angeles 
Chicago 
Philadelphia 
Detroit 
San Francisco 
Washington 
Boston 
Nassau-Suffolk 
Dallas 

Houston 
St. Louis 
Pittsburgh 
Baltimore 
Minneapolis 
Newark 
Cleveland 
Atlanta 
Anaheim 
San Diego 

Denver 
Miami 
Seattle 
Milwaukee 
Tampa 
Cincinnati 
Buffalo 
Riverside· 
Kansas City 
Phoenix 

San Jose 
I'ndtanapolis 
New Orleans 
Portland 
Columbus 
San Antonio 
Rochester 
Sacramento 
Providence 

' Louisville 

Memphis 
Fort Lauderdale 
Dayton 
Salt Lake City 
Birmingham 
Albany 
Norfolk 
Toledo 
Greensboro 

: Nashville 

' Oklahoma City 
Hartford 
Jacksonville 
Charlotte 
Omaha 
Grand Rapids 
Bridgeport 

2 

1M 
2M 
3M 
4M 
5M 
6M 
7M 
8M 
9M 

10M 

11M 
12M 
13M 
14M 
15M 
16M 
17M 
18M 
19M 
20M 

21M 
22M 
23M 
24M 
25M 
26M 
27M 
28M 
29M 
30M 

31M 
32M 
33M 
34M 
35M 
36M 
37M 
38M 
39M 
40M 

41M 
42M 
43M 
44M 
45M 
46M 
47M 
48M 
49M 
50M 

51M 
52M 
54M 
62M 
65M 
66M 
93M 

3 

1M 
2M 
3M 
4M 
5M 
7M 
8M 
6E 
9M 

10M 

11M 
12M 
13M 
14M 
15M 
16M 
17M 
18M 
19M 
20M 

21M 
22M 
23M 
25M 
24M 
26M 
27M 
28M 
29M 
30M 

31M 
32M 
33M 
34M 
35M 
37M 
38M 
39M 
43E 
40M 

42M 
41M 
44M 
45M 
47M 
48M 
49M 
50M 
51M 
52M 

53M 
36E 
56M 
64M 
68M 
70M 
46E 

4 

lCE 
2C 
3C 
4C 
6C 
5C 
8M 
7E 

* 
11M 

lOC 
12M 
14M 
15M 
16M 

* 
9C 

18M 

* 
19M 

22M 
13C 
17C 
21C 
23M 
20C 
24M 

* 
25M 
26M 

* 
27M 
28M 
29M 
30M 
32M 
NL 
NL 
NL 
NL 

NL 
NL 
NL 
NL 
NL 
NL 
NL 
NL 
NL 
NL 

NL 
31E 
NL 
NL 
NL 
NL 

* 

5 

1 
2 
3 
4 
7 
8 
5 
6 

* 
11 

12 
15 
10 

* 
14 

* 
9 
16 

* 
NL 

25 
13 
19 
22 
NL 
17 
24 

* 
20 
27 

* 
18 
NL 
23 
NL 
36 
38 
28 

* 
32 

21 

* 
* 
NL 
29 
33 
NL 

* 
NL 
26 

34 
NL 
37 
30 
35 
31 
NL 

6 

1 
2 
3 
4 
5 
6 
7 
9 
NL 
NL 

NL 
10 
8 
NL 
NL 
NL 
NL 
NL 
NL 
NL 

NL 
NL 
NL 
NL 
NL 
NL 
NL 
NL 
NL 
NL 

NL 
NL 
NL 
NL 
NL 
NL 
NL 
NL 
NL 
NL 

NL 
NL 
NL 
NL 
NL 
NL 
NL 
NL 
NL 
NL 

NL 
NL 
NL 
NL 
NL 
NL 
NL 

*Part of an SCSA and/or Nielsen includes all or most 
of that area in another area. 

The numbers indicate rank on the list. 

Table 1 continued on next page 
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'l'ublE' 1 continued from precedlnp; a~e 

C indicates an SCSA 
M indicates an SMSA 
E indicates an NECMA 
CE indicates an SCSA using the NECMA in the New England 
part 
NL means the 
Column 

city is not part of that list 

1. City, Where an SMSA has more than one city in ita 
name we have shown only the first name. 

2. SMSA'a by population rank (7/1/77). The source for 
this ranking of SMSA'a is the 1979 Statistical Ab-

3. 

4. 

stract of the United States, pp. 938-43. A simi
lar list appears in Current Population Reports 
series P-25, No. 810 (p.26) and No. 873 (p.27) but 
these are not true lists of SMSA'a because NECMA's 
are substituted for SMSA's. 
Sales and Marketing Management Metro Marketing 
Rankings by population (12/31/77). This column is 
taken from the 1978 Survey of Buying Power, the 
July 24, 1978 issue of Sales and Marketing Manage

·menJo. Although not clearly stated they seem to be 
using a combination of SMSA'a and NECMA's. Similar 
lists are put out periodically by Advertising Age 
(Hong, 1979). 
Census Bureau Metropolitan Complexes by population 
rank (7/1/77). This column is similar to Table 3, 
page 26 of Current Population Reports aeries P-25, 
No. 873 but is ranked by 7/1/77 population data 
from the same publication pages 25 and from the 
_1979 Statistical Abstract of the United States, pp. 
938-944. 

5. Nielson's Major Markets ranked by population (1/1/ 
78). Nielson provides a marketing research service 
for what they call "38 of the most important U. S. 
Marketing areas." It is the Nielson Major Market 
~ i e  Although they include parts of SCSA' a 
SMSA'H or NECMA'a very few, if any, of their 38 
ma.1or markets conform exactly to these government 
definitions. Moat are larger and some are smaller. 
It i.s worth noting that Nielson combines Washington 
and Baltimore into a single market. The differences 
between the Nielson list is not due to the differ
ence in areas. For example, the San Diego and Tam
pa SMSA's are still much larger than the Charlotte 
and Omaha areas as defined by Nielson. It may be 
that their list was originally developed when the 
rankinga were different or it may be that they de
sired some sort of geographical balance, At any 
rate their major or most important markets are not 
the largest. 

6. Conference Board's Ten Largest Markets ranked by 
number of families. Source is "The Big Ten-A Bae
deker for marketers" by Fabian Linden in Across the 
Board The Conference Board Magazine, March, 1979, 
p. 77. Although the article was published in 1979 
the author used old data and these are the top ten 
SMSA's using the 1970 definitions. The major pro
blem with this listing is that the author had avail
able (despite his disclaimer) much more recent data 
on population, households and boundaries but did 
not us it. 

Such a list is presented in Table 2, ranked by popula
tion as of 7/1/78 as reported by the Census Bureau 
(U.S., 1980). The list shows the name of the ma.1or 
city, the rank, the type of metropolitan area and the 
number of SMSA's in that market if there is more than 
one. If they exist for a given area the SCSA is used, 
if not, the NECMA. If there is no SCSA or NECMA the 
SMSA is used. There are three exceptions: 
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Rank 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

* 

TABLE 2 

MAJOR MARKETS RANKED BY 7/1/78 POPULATION 

Principle 
City 

New York 
Loa Angeles 
Chicago 
Philadelphia 
San Francisco 
Detroit 
Boston 
Washington 
Cleveland 
Houston 

Dallas 
St. Louis 
Miami 
Pittsburgh 
Baltimor .. 
Minneapolis 
Seattle 
Atlanta 
San Diego 
Cincinnati 

Milwaukee 
Denver 
Tampa 
Kansas City 
Buffalo 
Phoenix 
Indianapolis 
New Orleans 
Portland 
Columbus 

Hartford 
San Antonio 
Rochester 
Sacramento 
Providence 
Memphis 
Louisville 
Salt Lake City 
Dayton 
Birmingham 

Norfolk 
Albany 
Oklahoma City 
Nashville 
Greensboro 
Toledo 
New Haven 
Jacksonville 
Syracuse 
Worcester 

Type of 
Area 

SCSA-NEC 
SCSA 
SCSA 
SCSA 
SCSA 
SCSA 

NECMA 
SMSA 
SCSA 
SCSA 

SMSA 
SMSA 
SCSA 
SMSA 
SMSA 
SMSA 
SCSA 
SMSA 
SMSA 
SCSA 

SCSA 
SMSA 
SMSA 
SMSA 
SMSA 
SMSA 
SMSA 
SMSA 
SMSA 
SMSA 

NECMA 
SMSA 
SMSA 
SMSA 
SMSA 
SMSA 
SMSA 
SMSA 
SMSA 
SMSA 

SMSA 
SMSA 
SMSA 
SMSA 
SMSA 
SMSA 

NECMA 
SMSA 
SMSA 

NECMA 
Totals 

Number of 
SMSAs 

11 
4 
2 
3 
3 
2 
4 
1 
3 
2 

1 
1 
2 
1 
1 
1 
2 
1 
1 
2 

2 
1 
1 
1 
1 
1 
1 
1 
1 
1 

3 
1 
1 
1 
1 
1 
1 
1 
1 
1 

1 
1 
1 
1 
1 
1 
3 
1 
1 
2 

84 

Popu
lation* 

16,761 
10,784 

7,678 
5,663 
4, 717 
4,641 
3,888 
3,017 
2,867 
2,793 

2, 720 
2,386 
2,333 
2,277 
2,145 
2.063 
1,905 
1,852 
1,744 
1,646 

1,594 
1,505 
1,396 
1,325 
1,303 
1,293 
1,156 
1,141 
1,140 
1,089 

1,045 
1,038 

970 
951 
903* 
889 
887 
843 
834 
818 

808 
800 
792 
789 
786 
779 
776 
720 
650 
645 

143,015 

estimated by the author, population figures in thousands 
The Total United States population is 218,063,000 and 
these fifty markets account for 66 percent of the total 
U.S. market. The first ten markets total 62,749,000 or 
29 percent of the total U.S. market. 

Source: U.S. Bureau of the ~ena  Current Population 
B.eporta, Series P-25, No. 873, "Estimates of 
Counties and Metropolitan Areas: July 1, 1977 
and 1978," U.S. Government Printing Office, 
Washington, D.C., 1980. 



TABLE 3 

THE BEST CONSUMER MARKETS AS OF 12/31/79 

Principle Column 
Rank City* 1 2 3 4 5 6 
-----------· 
1 New York 16.81 7.88 145.43 7.58 8 147 
2 Los Angeles 11.03 5.50 92.67 6.66 5 26 
3 Chicago 7.65 3.86 66.57 7.07 5 41 

Top Three Markets 35.49 17.24 293.67 21.31 18 214 
(11%) (17%) (18%) (22%) (20%) (43%) 

4 Philadelphia 5.61 2.58 44.50 1.51 4 15 
5 San Francisco 4.80 2.58 45.41 4.64 5 17 
6 Detroit 4.63 2.41 40.47 1.84 4 18 

Top Six Markets 50.53 24.81 435.05 29.30 31 264 
(23%) (25%) (27%) (31%) (35%) (53%) 

7 Boston 3.90 1. 78 30.26 2.37 4 7 
8 Washington 3.05 1.65 29.53 2.86 3 6 
9 Houston 2.99 1.61 26.46 1.87 3 13 

10 Dallas 2.80 1.46 24.03 3.81 3 13 
11 Cleveland 2.87 1.38 22.99 1.31 3 18 
12 Miami 2.42 1.26 20.08 3.49 1 4 

Top Twelve Markets 68.56 33.95 588.40 45.01 48 325 
(31%) (34%) (36%) (47%) (54%) (65%) 

13 St. Louis 2.39 1.11 18.00 1.86 3 12 
14 Minneapolis 2.07 1.05 17.03 1.57 3 19 
15 Pittsburgh 2.25 1.02 16.72 1. 76 3 16 
16 Seattle 1.98 1.00 16.51 1.58 3 5 
17 Baltimore 2.16 .94 15.05 .58 2 2 
18 Atlanta 1.91 .91 14.77 6.95 3 5 
19 San Diego 1.84 .86 14.13 1.10 3 
20 Denver 1.58 .79 13.02 3.22 3 4 
21 Cincinnati 1.65 .76 12.46 .53 2 5 
22 Milwaukee 1.59 .76 12.54 .57 2 3 
23 Kansas City 1.33 .69 11.57 1.04 3 5 
24 Tampa 1.47 .68 10.62 1.23 1 1 
25 Phoenix 1.39 .66 10.74 1.19 1 2 

Top Twenty-five Markets 92.17 45.18 771.56 68.19 80 404 
(42%) (45%) (48%) (71%) (90%) (81%) 

26 Portland 1.19 .59 9.53 .72 1 5 
27 Buffalo 1.28 .56 9.20 .65 2 1 
28 Indianapolis 1.17 .56 9.12 .57 1 2 
29 New Orleans 1.16 .53 8.76 1.04 1 2 
30 Columbus 1.11 .52 8.56 .46 2 
31 Hartford 1.05 .48 8.37 .53 1 7 
32 Sacramento .98 .48 7.64 .47 
33 Rochester .97 .46 7.73 .31 1 
34 San Antonio 1.05 .44 6.91 .44 1 1 
35 Louisville .89 .42 7.08 .37 
36 Oklahoma City .81 .39 6.28 .37 1 
37 Dayton .84 .39 6.46 .33 2 
38 Memphis .90 .38 6.01 .86 
39 Toledo .78 • .38 6.49 .10 3 
40 Providence** .90 .38 6.39 .16 1 
41 Nashville .80 .38 5.89 .40 1 
42 Salt Lake City .88 .37 5.75 .72 1 
43 Birmingham .83 .37 5.73 .26 1 
44 Greensboro .79 .36 5.85 .24 6 
45 Albany .79 .35 5.65 .24 
46 New Haven .76 .33 5.66 
47 Norfolk .82 .33 5.17 .31 

Top Forty-seven Markets 112.92 54.63 925.79 78.74 88 440 
(51%) (55%) (57%) (82%) (99%). (88%) 

Table 3 continued on next page 
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Table 3 continued from the preceding page 

The precentages in parentheses is the percent of the 
United States total represented by the figure above it. 
* The type of area for each principle city is the same 
as that shown in Table 2 
** All figures estimated by the author. 
Column: 
1. is population in millions of people as of 12/31/79/ 

The total U. S. population ls 22l,S80,000. 
2. is the Sales and Marketing Management 1979 Buying 

Power Index which totals 100 for the entire United 
States. The cities in this table are ranked by 
this index. 

3. is the Sales and Marketing Management estimate of 
1979 effective buying income, also known as dispo
sable personal income, in billions of dollars. The 
total for the U.S. is ~  

4. is 1979 airport activity of the major, medium and 
tlinor hubs in that area as a percent of the total 
United States hub activity. The total hubactivity 
forthe U.S. is 96.13% of all air traffic activity. 
Source: Federal Aviation Administration, FAA Sta
tistical Handbook of Aviation, U.S. Department of 
Transportation, 1979. 

S. is the number of major league teams in the area 
(baseball, football, basketbnll and hockey). The 
total for the U.S. is 89. 

6. is the number of large firms which had their home 
offices in the area in 1978. The figures are based 
on the SO largest advertising agencies, the SO lar
gest banks, the fifty largest insurance companies 
the 50 largest retailers, the 50 largest transporta
tion firms, the 50 largest utilities and the 200 
largest industrial firms for a total of 500. 
Source: Rand McNally and Co., 1980 Commercial 
Atlas and Marketing Guide, Chicago: Rand McNally, 
1980. 

(1) In the case of the New York SCSA the Connecticut 
part is larger Bridgeport NECMA rather than the 
smaller Stamford and Norwalk SMSA's which are 
technically the Connecticut part of the New York 
SCSA. This will be designated as a SCSA-NEC. 

(2) Since the Boston NECMA is larger than the Boston 
SCSA the NECMA will be used. 

(3) Since the Providence SMSA is larger than the Pro
vidence NECMA the SMSA will be used. This will 
require estimating data for the SMSA since most 
sources use the NECMA. 

Measure of Market Size 

The most common measure of market size is population. 
The best measures relate to income and sales. Sales 
and Marketing Management (Survey, 1980) i e~ 
most sophisticated measures-measures of physical size 
(population, households, and age groups) and dollar 
measures (income by types and groups, retail sales in 
total and for several categories). These data are 
timely (published about seven months after the fact) 
and frequent (published annually). 

Reputed to be the most frequently used measure of mar
ket size is Sales and Marketing Management's Buying 
Power Index (BPI) which is a weighted coverage of the 
population, disposable personal income (effective buy
ing income) and retail sales in an area. Table 3 is a 
list of what, in our best judgement, are the best con
sumer markets in the continental United States. This 
list is ranked by the Buying Power Index which is shown 
in column two of Table 3. Also shown in Table ].are 
population (column one) and effective income (column 3). 
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In addition data are provided on the air traffic in 
each market (column four), the number of major league 
sports teams (column five) and the number of large firms 
that have their home offices in the area (column six). 
These are also useful and interesting measures of market 
size and importance. Obviously the list of possible 
measures is endless. 

Table 3 is divided into groups of the top three, top 
six, top twelve, top twenty-five and top forty-seven 
markets. The divisions were selected on the basis of 
the differences between groups not on some arbritary 
grouping like ten, twenty-five and so on. For example 
the difference in BPI between the third and fourth areas 
is 50%, it is 7% between the fourth and sixth and it is 
35% between the sixth and seventh so it seemed logical 
to group the fourth, fifth and sixth areas together. 

As shown in Table 3 the top three markets account for 
17% of the buying power in the entire United States, 
the top six account for 2S%, the top twelve for 34%, 
the top twenty-five for 45% and the top forty-seven for 
55%. 

People talk about being "in the big league" which is a 
phrase borrowed from sports. It is interesting to note 
that 90% of all big league sports teams are in the top 
twenty-five cities on the list. With the exception of 
Miami there is a strong con-elation between rank (or 
population) and the number of big league teams in an 
area. 

The relationship between the number of home offices in 
an area and rank is not as clear. Los Angeles is ob
viously not a "home office" town despite its size. On 
the other hand Cleveland, Minneapolis and Pittsburgh 
have more than their share of home offices. These 
figures are of interest to firms serving the industrial 
market. It has been relatively easy to put together a 
list of the best consumer ~ e  An interesting pro
ject would be to put together a list of the best indus
trial markets. It would not be the same as the consumer 
list. 

Air traffic is obviously not a function of population. 
It depends on the area's position as a hub and to a 
lesser extent the area's position as a tourist attrac
tion. 

This is a dynamic society. It will be interesting to 
see how this list changes over time. For example will 
Baltimore and Washington be combined into an SCBA? Will 
cities not presently on the list be combined into an 
SCRA, for example Harrisburg, York and Lancaster? Such 
a combination would rank in the low thirties. How will 
differing rates of growth (or even decline) change the 
relative position of the larger areas such as Philadel
phia, San Francisco, Detroit, Boston, Washington, Hous
ton, Dallas, Cleveland and Hiami? These ranking have 
changed in the recent past and will continue to change. 
The areas from St. Louis on down are so close in size 
that relative position could change on a yearly basis. 

One of the purposes of this research is provide a 
en ~a  that can be used in the future to track these 

changes. 
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GOVERNMENT PROCUREMENT POLICIES: AN INVISIBLE BARRIER TO US EXPORTS 
IN THE :,L980's 

A. D. Cao 
The American University 

Abstract 

The multilateral trade negotiations and agreements on 
government procurement policies and practices which 
was made by the General Agreement on Trade and Tariff 
in 1979 to be applied beginning January 1981 repre
sents a big step forward in the effort to reduce in
visible barriers to world trade. However, it is impor
tant to realize that the policing and enforcement of 
such agreements between signatory countries remains an 
impprtant issut' which needs to be resolved in the 
1980s. With the gri.m world economic outlook ahead, it 
is not surprising that violation of the government pro
curement agreement might occur in some countries. In 
order to promote export and compete effectively in 
world markets, the US manufacturers should try to take 
advantage of the new opportunities offered to them with 
the opening of some government procurement business 
overseas and the US Government should try to monitor 
constantly overseas markets to prevent violations set
tle disputes and help US exporters with more informa
tion ou government procurement offers for bids. 

Introduction 

The US Trade Agreements Act of 1979 culminated in the 
conclusion of the Multilateral Trade Negotiations (MTN) 
in Geneva after many years of effort to improve and 
make more stable the world trade environment. Among 
many other important agreements, the MTN agreement on 
government procurement was a recognition of the impor
tance of the role of governments in the future's world 
trade. It is clear that with the increasing role of 
the pu,lic sector in most countries, decision by gov
ernments to purchase goods from one country instead of 
another will have an important impact on the environ
ment of world trade. 

Just ten months after the 1979 MTN and Tokyo Round 
trade liberalization movement, a new surge of protec
tionism in government procurement is taking place. The 
French government recently has vetoed plans for a gov
ernment-controlled firm to purchase Japanese container 
ships and has offered instead a forty million subsidy 
to the firm for building ships in France. It also 
has blocked the purchase of a French TV rental company 
by a British firm with Japanese ties. Such invisible 
protectionist practices by the French government should 
not be a surprise at a time when the whole world may be 
headed for a deep recession and domestic pressure to 
lessen unemployment become more and more urgent. It is 
the purpose of this paper to review the invisible bar
rier to trade by government procurement practices among 
major trading countries to US manufactured exports in 
order to assess their causes and especially their i~ 
pact on US manufactured exports in the 1980's. 
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Government Procurement Restrictions 

Features of Invisibility 

Government procurement restrictions to foreign suppli
ers and the preference accorded to domestic suppliers 
may be incorporated in published laws and regulations 
such as the Buy-American Act of 1933 in the US. In 
most countries, however, government procurement re
strictions are hidden behind a variety of practices 
and procedures. One common invisible practice among 
major trading nations is to have little publicity in 
the solicitation of bids and especially in the disclo
sure of the criteria on the basis of which contracts 
are to be awarded. 

There are basically three techniques used in the soli
citation of bids for government purchases. The first 
technique is called 11pubU.c tender" where invitations 
to bid are publicized widely. This is the most trans
parent bidding procedure. The second bidding technique 
called "selective tender" is less transparent because 
invitations are limited to selected suppliers. The 
third bidding technique called "single tender" is the 
most restrictive government procurement practice be
cause the purchasing agency contacts only one chosen 
supplier. 

More seriously, even with a fully transparent bidding 
procedure such as the public tender, invisible dis
crimination can still be exercised via the withholding 
of the criteria for bid a ~e an e  The purchasing 
agency can withhold comrnercial criteria such as price, 
quality and delivery terms as well as other noncommer
cial criteria which may include price preference given 
to domestic supplier3 Foreign suppliers can also be 
suppressed through specific conditions of bidding 
which put them at a disadvantage such as certain types 
of red tape or allowing inadequate lead time for the 
preparation and submission nf bids. Finally, the pur
chasing agency may specify the technical requirements 
in advance collaboration with domestic suppliers 
thereby limiting from the outset the possible competi
tiveness of foreign suppliers. 

Example of Restrictions 

1 ~ In Japan, the National Telephone and Telegraph Cor
poration (NTT) and the Kokusai Dershin Denwa Corpora
tion (KDD), which are two government owned corpora
tions, receive virtually all equipment procurement pro
curement contracts from the Japanese Government. In 
the automobile assembly industry, the electronic indus
try, the machinery construction industry and in the 
Japan Railways, regardless of price, qual:l.ty and avail
ability, virually all metal tools are purchased from 
Japanese suppliers. Also, major users of computer sys
tems in Japan are discouraged from adopting foreign 
produced systems due to implicit import license 



practice attributable to local government procurement 
policies. 

Although there is no legislative requirement in a~an 

specifying preferential treatment for domestic suppli
ers, de facto discrimination against foreign suppliers 
is very prevalent. Almost no goods and services are 
processed by the Japanese government agencies via pub
lic tender. Selective tender is common practice and 
often selected domestic bidders are informally con
tacted by the purchasing agency to submit estimates. 

2 - In France, the ~a i na  government owned utility 
company, Electricite de France (EdF) buys only French
made generators. The French "Plan Calcul" requires 
French firms to buy computer equipment from the French 
firm err. With approval of the Plan Calcul authorities 
domestic firms are allowed to purchase from foreign 
suppU,ers only when CII is unable to provide the goods 
and services sought. 

In principle, foreign suppliers are supposed to be 
treated like domestic suppliers but in practice there 
is discrimination against the former and preference for 
the latter. Private or negotiated contracts without 
competitive bidding are the usual practice by the 
French government purchasing agencies. 

3 .,. In the United Kingdom, the British government con
trolled and financed-computer firm called International 
Computers Limited (ICL) has virtually all contracts of 
computer purchases from the British government agencies. 
The general practice in the United Kingdom in govern
ment procurement is by single tender despite the a ~ 

sence of formal discriminatory provision against for
eign suppliers. Furthermore, all contracts involving 
50,000 or more pounds sterling must be referred to the 
British Treasury for review if it is contemplated that 
such contracts will be awarded to a foreign firm. 

4 ~ In Italy, the Italian government has paid for tool
ing costs incurred by domestic rubber firms which ex
clude foreign ~n a e  from competitive quotations 
on government related contracts. Current legislation 
does not forbid government agencies to invite foreign 
suppliers for bid. Legislation exists, however, that 
gives preference to domestic suppliers from Southern 
Italy and the Islands in order to promote the industri
alization of those regions. 

Intensity of Restriction 

Although it is hard to assess accurately the degree of 
discrimination by other countries against US manufac
tured exports, it is still important to try to estimate 
the intensity of restriction by type of industry and 
country as shown on Table I. The rank of 1 means high 
restriction, 2 means moderate restriction and 3 means 
marginal restriction. 

As shown on Table I, the Japanese government procure
ment practice is the most restrictive to foreign sup-· 
pliers with country average rank equals to 1. 76, fol
lowed by France with 1.98. The Canadian government 
procurement practice appears to be the least restric
tive among the six major trading partners of the US 
with a rank 2.74. 

By industry, it is shown ori Table I that foreign sup
pliers of rnbbPr products encounter the highest restric
tion with industry average rank equHl to 1. 75 while 
machinery and equipment products meet less reRtriction 
with industry average rank of 2.64. Electrical equip
ment, electronic equipment and automQtive parts are 
facing more restriction also with industry average rank 
of 1.77, 1.98 and 1.92, respectively. 
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k cross-section inspection reveals that the Japanese 
government procurement practice has been mostly restric
tive to foreign suppliers in the rubber, electrical 
equipment and automotive parts industries with rank of 
1, 1.2 and 1, respectively. Foreign suppliers of ma
chinery and equipments are subject to less restriction 
with rank equals to 2.5. 

Table I 

Intea.itx of Govtl'!IPflt Procureuat Reatdctiopt Ia.duetry 

InduatrY 

Rubber 

his .9!I!H!. .!!!!. C.<IIAIIY .ilW!. l£!!lu. .A!!£!IL_ 

2 2 1. 75 

Cbellicelo 

Apparel 

Pharaeceutical 

rerroue Metal 

Machinery & lquiPMnt 

Coaputen • Office 
Bquipaaat 

Power Bqui,.ant 

Scientific Apparatua 

Electrical lqu1paant 

Elactronic lqu1p•nt 

General Aviatioa 

Haavy Aircraft 

Aut0110t1w Parta 

Country AYIIra&a 

2.5 

1.8 

1.2 

1.6 

1. 76 

2. 7 

2.5 2.3 

3 1.8 

2.5 

1.4 

2.5 2.1 

3 1.7 

2.5 

2.74 2.07 

2.3 2.3 2.40 

2.5 1.5 2.5 2.42 

2.64 

2.4 2.4 2.2 2.27 

1. 7 1.8 2.05 

3 1.5 2.50 

1.7 1.3 1.77 

2.1 1.8 1.8 1.98 

2.5 2.3 1.42 

3 2.17 

1.92 

2.49 2.23 1.98 

Notes: 1. The rank of 1 equals high restriction, 
effectively closing the domestic 
market to foreign competition. 

2. The rank of 2 equals moderate restric
tion, allowing some foreign participa
tion but on a limited basis. 

3. The rank of 3 equals marginal restric
tion, allowing foreign competition on 
a wide basis. 

4. No rank means no restriction. 

Source: National Association of Manufac
turers data. 

The Canadian government procurement practice is not at 
all restrictive to foreign suppliers in all fourteen 
industries covered in this study relative to the other 
five countries while the British government procurement 
practice is highly restrictive to foreign suppliers in 
the heavy aircraft industry, the general aviation in-. 
dustry, the electrical industry and power equipment in
dustry with rank of 1, 1.7, 1.4 and 1.8, respectively 
as shown on Table I. 

In Germany, restriction to foreign. suppliers i.s high 
only in the power equipment industry and the electri
cal equipment industry while in Italy restriction is 
high in the ferrous metal industry and the electronic 
equipment industry. Finally, in France, reRtriction 
is high in the power equipment industry, the scienti
fic apparatus industry, the electrical equipment in
dustry and the electronic equipment industry. 

Causes of Restriction 

Domestic Pressures 

Despite the fact that the MTN agreement on government 
procurement establishes a system whereby the signatory 
countries are committed to make purchases above the 
$195,000 level available to international as well as 
domestic bidding without discrimination, it is still 



hard to believe thut all couutr tes will comply s t r Lc t Ly
with such agreement starting 1981 when there i s no way
to enfor ce such agreement and espec i a l l y when they are
expected to have economic lind political problems domes
tically.

In Japan, the 10% r a t e of ec onomic growth of the 1970's
are to o much to hope f or in the 1980's wi th steady ri
sing oil price and declining exports . Japan 's current
account balance swung from an all- t i me hi gh surplus of
$16. 5 billion In 1978 to a record de f i c i t of $8 .6 bil
lion in 1979.

In Weat Germany where the good life has become better
year after year in t he 1970's, economic growth figure
will be spare in t he 1980's with Gross Domestic Product
(GOP) rate of growth expected to be only 2.1% in 1980
compared to 4.4% in 1979 . Her current account balance
is exp ec t ed to reach a deficit of 6.9 billion ECU in
1980 as compared to a def i c i t of 2.7 billion ECU in
1979 and a surplus of 7.4 bi l l ion ECU in 1978 .

In France, the heyday of 5% ec onomic growth seems past.
Her GOP rate of growth i s expected to be only 2 .1% in
1980 while her rampant rate of i nf l a t ion is expected
to reach 12.1% in 1980 as compared to 8 .8% in 1978 .
Her unemployment r ate is expected t o be 6 .9% in 1980 as
compared to 5.3% in 1978 .

In Italy , the GOP rate of growth for 1980 is expected
to be only 2.0 % as compared t o 4.9% in 1979 and worst
of all, her inflation rate is expected to be 17.1%
while unemployment will reach 8.5% in 1980.

The US Share of the Pie

Government procurement discrimina tory practices found
among major trading partners of the US are not and
will not be caused only by their poor economic perfor
mances or by their domestic pressure to promote domes
tic industrial growth and employment but "t hey are al so
caused by the US government procurement policy itself ,
discussed as f ol l ows .

All US Federal Government procurement for use within
the US is subject to the provisions of the Buy American
Act of 1933 which provide that onl y domestic materials
can be purchased unless: a ) the required supplies are
no t available domestically; b) their purchase would be
inconsistent with public in terest; or c) th e cost
would be unreasonable. Furthermore, the Act sp ec i f i es
that foreign su ppliers must meet one of two US cr i t e
r i a if their products are to compete on equal footing
in bidding against US suppliers on government pur
chases . Ei t her their products must have 50% US-made
parts or t he price of f or e i gn made goods must undercut
the price of the closest comparable US goods by more
than 6%. Based on thoae two criteria , the US Bell
Helicopter Division of Tex t r on , Inc . , has r ecently ac
cus ed the US Coas t Guar d of being "un-American" be
cauae of its awar d of $215 million for 90 helicopters
to t he French- owned Aerospacial e i e ~ ~

tion . -
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~ en so me of t he yt ates have their own l aw re quiring
s t a t e purchases f rom domestic supplierY . For exampl e ,
the Califor ni a Govern ment Codes 4300-4 305 f l a t ly re
quire us e of both manufactured nnd nonmanufactured ma
terials of US origin only. In New York, Idaho, Indi
ana and Kentucky bids carry a clause r estricting the "
use of fore i gn products via gener al specification wi th
out any sta tu tory basis.

Probl ems wi th GATT and th e MTN Agr eements

The fi rst pr oblem i~ the 1979 trad e agr eement on
government procurement is tha t th e President of the US
is authorized to waive appl i ca t i on of discriminatory
government procurement law, such as the Buy American
Act, with reapect to only around 15% of US government
purchases. The agreemen t will not affect small and
minority business set-aside programs nor t he require
ments contained in the Department of Defense Appropri
ations Act which require certain goods to be purchased
only from domestic producers. ' Thi s is a serious loop
hole left by t he GATT in its MTN Agree ments because t he
US can s till di s cr i mi na t e against f oreign suppliers
wi th the remaining 85% of her government purchases be 
sides being able to give, f or example, a 50% prefer
ence for domestic products over the lowes t foreign bid ,
exclusive of duty , with purchases f or the Defense' De
partment. Such US discriminatory practice by the US
could cause retaliation among her trading partners,
leading more and more to the reliance of invisible pr o
tectionism.

Another pr oblem with the 1979 trade agreements on gov
ernment procurement is that they cover only the ce ntral
government procurement . Pur chas es made by the states
and by quas i-public or government-controlled firms are
not explicitly i ncluded i n the agreement s . For exam
ple, Japan has not included t he Electric P-ower Develop
ment Corporation (EPDC) in the government procurement
agreements. In the Europ ean Economic Community, the
agreements include all central government en i i~ ex
cept the quasi-public ones such as the power and t r ans
portation entities and the telecommunication portions
of their PTTS (Postal ~ ni a i n & Teldgraphe) .
Canada excludes its Department of Communi ca t i on , Tr ans
portation and Fisheries and Marine Services.

Also there could arise cases in which it was found
after agreements on tariff reductions were made that
they were unrealistically low but at that point it
would be not Onl y difficult but t i me- consumi ng to make
changes to r espomadequately and timely to changing
domestic economic, social and pol i t i ca l cond itions.
The tariff negotiations resulted in reductions in du
ties covering about $126 billion or 90% of industrial
trade between major developed countries. Over all,
the tariff cut for all industrial products ave rage to
38%.

Finally, government procurement agreements present
difficult policing and enforcement, problema due to th e
fact that compliance depends on the extent t o which
signatory countries are willing and able to live up t o
t he i r obl i gations.



Impacts and Implications for US Policy 

Impacts 

Although it is pnactically impossible to measure ex
actly the impact of government procuremeat discrimina
tory practices on US exports because very little data 
on government purchasing data is published. Neverthe
less, it is still significant tto try to figure approxi
mately the potential for US exports if the invisible 
barriers were abolished. 

It has been estimated that if the signatory parties of 
the Trade Agreements Act of 1979 did live up to their 
obligations, the US exporters would have access to 
$10.5 billion worth of central government business in 
the European Economic Communities, $6.9 billion in 
Japan and $1.1 billion in Canada. In exchange, the US 
would allow foreign suppliers to compete with US 
suppliers for government purchase of approximately 
$12. 5 billion. 

Without discriminatory government procurement practices, 
US suppliers of computer and business machines could 
bid, for instance, with the French Ministry of the 
Economy; the German Ministry of Justice, Finance and 
Research and Technology; the Italian Ministry of Fi
nance. The US suppliers of scientific and controlling 
instruments could cater to the French Ministries of 
Education, Agriculture, Health and Family; the German 
Ministries of the Interior, Finance and Economic ' 
Affairs; and the British Department of Environment, 
Transportation and Health and Social Security. 

In Japan, US suppliers would be able to rely on more 
transparent public tendering to compete in bids for 
part of the purchases made by the Nippon Telephone 
and Telegraph (NTT), the Japanese National Railroad 
(JNR) and the Tabacco and Salt Monopoly for example. 
Together, these three entities represent about one tril
lion yens worth of business for US suppliers if no in
visible barriers existed. 

Implications for US Policy 

Agreement on government procurement will not be self
enforcing and it will be necessary for US suppliers to 
take advantage of the new business potential and bring 
complaints to the US Governemnt for submission to the 
GATT in the event that violations of the agreements 
take place in certain countires. The US will have to 
take the lead not only in pursming vigorous enforcement 
of her rights, but also maintaining close monitoring of 
the efforts by all countries to make dispute settlement 
mechanisms work in practice. 

Also, a number of important public sector enterprises 
are exempted in some' countriei,including the US. It 
is important in the coming trade negotiations to con
sider the possibility that they should be covered. As 
incentive, the US GoYernment could abolish some re
strictions for the remaining 85% of lts Federal Govern
ment procurement which are not now covered in the 1979 
Trade Agreement Act so that other countries would 
follow suit. After all, trade agreements are reached 
and signatory countries will comply to the agreements 
only when and if there is reciprocity and compromise. 

There must be follow-through in the post-MTN period of 
a GATT work program which not only results in further 
improbements of the police and enforcement mechanisms 
but also in a review of the tariff reduction schedule 
in a more pragmatic and realistic way so that signatory 
countries do not have to rely on invisible methods of 
protectionism to discriminate against imports in order 
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to shelter domestic industries, reduce unemployment and 
improve the balance of payments because they cannot do 
otherwise with tariffs. 

Conclusion 

The multilateral trade negotiations and agreements on 
government procurement policies and practices which 
was made by the General Agreement on Trade and Tariff 
in 1979 to be applied beginning January 1981 represents 
a big step forward in the effort to reduce invisible 
barriers to wotid trade. However, it is important to 
realize that the policing and enforcemnet of such · 
agreements between signatory countries remains an im
portant issue which needs to be resolved in the 1980's. 
With the grim wotld economic outlook agead, it is not 
surprising that violation of the government procurement 
agreement might occur in some countries. In order to 
promote export and compete effectively in world markets, 
the US manufacturers should try to take advantage of 
the new opportunities offered to them with the opening 
of some government puocurement business overseas and 
the US Government should try to monitor cons•-.ilr 
overseas markets to prevent violations, settle disputes 
and help US exporters with more information on govern
ment procurement offers for bids. 
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