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ABSTRACT

As more and more marketing faculty begin to utilize
aicro-camputers in the classroom, a shortage of
suitable and affordable software becomes a problem,
This prodblem is explored*and some alternative
sotutions presented. Specific sources of marketing
safsware are cited, and typical costs presented.

THE PROBLEM

As business schools acquire substantial numbers of
nicro-computers for use by both students and faculty,
finding suitable software for marketing applications
secomes a problem of growing magnitude. The question
far the faculty member who wishes to use micro-
computer based exercises in the classroom then
secomes gne of acquiring good quality software at an
affordable price.

There are a number of reasons why this problem is
more difficult to solve in & specific functional area
like marketing, as opposed to the mere generalized
areas of accounting or statistics. Most marketing
problems are met by vertical market software. By
their very nature, vertical markets are smaller, more
specialized, and develop more siowly. Vertical
markets require a much larger fnstalled base of
equipment before it becomes economical to develop
applications software. As a result, tonger
developmental lead times are required. This means
that vertical market software is generally much more
expensive than generic software, and is not available
in as great a variety, (Chin 1984)., A recent search
of a comprehensive software data base found that less
than one percent of the 20,000 software packages
available specifically covered sale and marketing
functions {Sales and Marketing Management 1984).

Jther problems can develop which are unique to the
academic environment. Most marketing faculty will
not choose Lo use micro-computer exercises in their
targe section courses, but will reserve them for case
courses or senior-level electives. These courses are
not normally offered every term, and may only be
offered one quarter per year. When an administrator
has to make budget allocations for software, the
marketing faculty member who will only use a package
ance a year will generally receive a lower priority
than the accounting faculty members who teach
multiple sections of a financial accounting course
every term,

A further problem is the attitude of foundations
~owards the use of yrant money to purchase software
products, Much of the micro-computer equipment being
acquired by business schools is befng purchased with
funds from private sources. Qur experience has been
that these donors are reluctant to allow grant funds
t3 he used o gurchase software. [n many cases these
finds are restricted to the acquisition of hardware,
seripnerals, disk operating systens and equipment
installation,

For tne business user, software costs can easily
account for 249 percent of the total cost of a micro-
computer system, For the academic uyser, it can
account for a much higher percentage, sometimes as
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much as 50 percent, This is due to the fact that tnhe
businass user typically buys 3 micro-camputer far a
single primary task, and one or two secondary tas<s.
This is the classic case of a “single station, single
user" system. The machine may only bSe used a faw
hours a day, and then it is used for a single.task
such as financial analysis or word processing,

In contrast to the business world, the micro-
computers in the academic environment are typically
used by a large number of individuals and for 2 wider
variety of tasks. The machines are usually housed in
some sort of common laboratory situation, with
teaching assistants checking out software to students
on an individual basis. Micro-computers in this type
of environment are in almost constant use. The
machine may be used by a student to do an accounting
problem, followed by a programming student, and then
a student with a statistics problem for a marketing
research class. This situation necessarily requires
a larger volume and wider variety of software than
the typical business application.

POSSIBLE SOLUTIONS

The purpose of this paper is to present several
alternative solutions which can solve this sofiware
problem. Some solutions will be inherently more
acceptable than others, and some will fit the unique
situation at a particular institution better than
others. Hopefully, within this array the individual
faculty member will discover a solution to the
problem of finding suitable micro-computer software
for their marketing classes.

STEAL IT

Software piracy is rampant in today's market. It is
generally conceded that from six to ten illegal
copies of software are stolen for every legitimate
copy of software which is seld. For many educators,
“bootleg software" has been an answer to the problem.
In fact, it is common knowledge in the market for
educational software that most copies of software
used in the primary and secondary school systems are
pirated. There are several problems witn the
approach, For one, it is stealing. Ethics aside for
the moment, imagine what getting caught and becoming
a "landmark" case will do for a career. There are
also same very practical problems with stolen
software, The most imgortant one is that there is no
one tg turn to for up-grades, manual revisions, and
after-sale support and training. Also, as a result
of the manufacturers' experience with the lower
grades, many of tnem are opting nat to enter {he
market for educational software. Continued piracy by
users both in and out of the educational community
can only result in problems for all users in the end
(Qppenheimer 1983].

DEVELOP [T YOURSELF

A secopd option to solve the software prodbien is o
develop software yourself, or have a student
programmer do the work. Sevaral such efforts by
marketing faculty have peen pubiished (Kagel, 1983)
and (Becker, 1983). [In most cases, this sofiware is



na: of commercial quality. Typically these programs
ara written in BASIC and address a very limited
protlem, Whila adeguate for their intended purposes,
they are certainly lacking when compared to the
commercial software available on the market,

A few years ago, both the micro-computers and the
sofrware ware relatively uncomplicated. However, in
today 's market of the 16-bit, and scon-to-be 32-bit,
micro-grocessars; it i3 virtually impossitle for the
amateur programmer to develop a warthwhile product
for the classroom on a part-time basis. [n this
environment, software development is measured in man-
years and requires a substantial capital investment,
Further, student programmers simply do not have the
experience and sophistication tao cdevelop the
programming required for advanced marketing
applications.

The exception to this rule s the creation of
templates, or formatted spreadsheets. Templates are
simply electronic jatterns or models which guide the
user through & particular program, usually a
spreadshest (Caruso 1984). The electronic model is
used to carry the instructions for written labels,
spatial relationships, formulas, and certain values,
While template sets are widely available from various
saftware manufacturers and consultants, the skills
required for their development are well within the
range of mapy faculty members and student assistants,
{Collins and Shane 1984).

ACQUIRE IT AT A DISCOUNT

The most practical way to solve the software problem
is to obtain a substantial discount from the
supplier. There are a number of quite effective ways
0 go about this process, the most important of which
are explored below,

Manufacturers. At the present time, most major
micro~-computer manufacturers are offering educational
discounts on their software, As an example, IBM is
carrently offering the same 25% discount that applies
to hardware purchases on all IBM software products.
This discount is extended to institutions, individual
faculty members, and students. Under this program
all merchandise is drop-shipped to the nearest IBM
Product Center or ComputerlLand and full support
service privileges apply. To apply for this
discount, simply see the [8BM Representative who
services your institution, or contact your purchasing
agent for details.

Bundied Software, In many cases, software can be
pundted together with the hardware purchased from
restricted grant funds. Bundling hardware with "free
software” is an established marketing practice of a
number af micro-computer vendors. While this
practice is normally associated with certain hardware
manyfacturers, it is a common practice of retail
stores and systems houses. [n this case, the dealer
charges you full retail price for the hardware, but
includes a "free" package of saftware, The value of
this software can be considerable and it is included
in lieuw of a discount,

User-Supported Software., The term user-supported
sofiware s a novel appraach to the marketing of
sufinara pianeerad by Andrew Fluegelman of the

Headlands Press and Jim Button of Bellevue,
Washingtan (Clapp 1983) Tne pasic concept is a
unigue experiment in cdapitalism wnereby the users
determine the value of the product. I[nstead aof
elaborate copy protection schemes and high marketing
costs, the software is put onto the free market for
public use., A nominal donmation of from $20 to 350 is
suggested by the autnor. A varjety of software
programs are availadble under this concept, incluyaing
ward processing, data-base management, and
communications.

A number of user groups maintain libraries of
software products. As an example, the Corvallis PC
Computer Club currently offers a library of ovar 500
programs and utilities at a nominal rate to cover the
expense of making copies and supplying diskettes,
This group currently sells a double-sided diskette of
software for only eight dollars. Programs available
in this format range from games and utilities to
print spoolers and tax packages.  Most users groups
located in major metropolitan areas offer similar
availability of these programs.

Software Reviews., At the present %time, there are
over 200 computer magazines which are devoted to the
IBM-PC and compatible products {Ristmann 1983).
Similar publications exist for other brands of micro-
computers, as well as a wide variety of more gyeneral
publications. Each of these publicatiocns is seeking
qualified authors to review business software. In
some cases these reviews are written by programming
experts, but there is a growing need far applications
experts to review vertical market software. Mos:
publications allow reviewers the courtesy of keeping
the software reviewed for their own use. While this
option will not provide the large number of copies
needed for student use, it may provide the academic
with & very useful, and usually expensive, piece of
software which can be used for classroom
demonstrations.,

Established Software Houses. While all of the above
mentioned aptions present possibilities for obtaining
suftable software, none offers the advantagyes of a
direct approach to software houses. This approach
has yielded the highest quality of software at the
most reasonable cost.

The educational market represents a sizeable market
segment for mast software houses, and they are not
normally inclined to donate software to educational
institutions. This s especially true of the
relatively new firms who are typically short on cash
and still being managed by venture capita)l firms,
However, business schools have a special advantage
over other educational institutions. The business
market is the largest segment for software sales,
both in terms of units and dollars. [t is also
typically the most profitable and competitive. Our
experience has been that these software houses are
anxious to achieve any advantage, no matter how
slight, in the business market.

1 A copy of the software catalog can oe obtained
by writing to: Corvallis PC Computer Club, Attn:
Librarian, P.0. Box 1977, Carvallis, Oregyon 97330



The hes® approach ta these vandors nas been 4
straignt-forward proposal requesting a discount or
aut-rignt grant on the basis that the software will
se used by the futuyre decision-makers in the business
community. It is the same principle used in sampling
and consumer trial. This particular approach works
Sest on the marketing manager, since they are
famitiar with the basi¢ concepts or are guite
receative 0 learning about them., Jur experience has
seen that we literally have software vendors begying
us to use their product in the classroom, To
illustrate the extent and variety of discounts
availanle, some examples are included. At the
present time, these are some of the best deals
available in the marketplace. Of course, this market
is volatile, and new vendors and deals become

availadble almost daily.

One of tne oldest and largest software publishers in
the micro-computer market is YisiCorp. This firm
created the first spreadsheet program, and many
people credit the VisiCorp with the financial success
of the Apple Il computer, The firm now offers a
retatively full line of software for advanced
spreadsheet applications, word processing, graphics,
and forecasting. The current discount offered to
academic institutions for classroom use is §5 percent
off suggested retail price. This is approximately a
50 percent discount of f of the regular market price.
To obtain a copy of the current price list, terms,
and condfti?ns, simply contact the VisiCorp
headquariers.,

Peachtree is another major supplier of micro-computer
software for many popular machines. They are a
highly reputable vendor who supplies several of the
accounting packages marketed by IBM Corporation.
This firm offers an even more complete line of
software products than VisiCorp. There is an
extensive line of office productivity tools for
specialized word processing, direct mail, and Tist
management, There is also a line of packages for
spreadsheets, project management, and business
graphics available. Perhaps the best known products
are in the accounting area; where they offer a
complete line which includes general ledger, accounts
receivable/payabie, payroll, inventory control, and
sales analysis.

A completely new product offered by Peachtree is
PeachText 5000. This software package consists of a
word-processor, a Thesaurus, a spelling checker, a
ist manager, and a spreadsheet program all in a
single package. The suggested retail price fs $395,
but the package is available to any educational
institation far classroom use at a cost of only $50.
Peachtree Software Inc. has extended this $50 price
to any software item in their catalog. This is
Sasically the cast of preduction and shipping, and
includes 1B0 days of toll-free telephone support. A
copy of the complete catalog and further details on
this excellent program is avg’.’]able directly from the
Peachtree corporate offices.

Ine of tne most functional pieces of software on the
market far the [BM-PC is Lotus 1-2-3. This software

2 YisiCorp Parsconal Saftware, Atin: Ms, Patricia
Seary, Castomer Marketing Manager, 2695 lanker
R0ad, San Jose, £A 95134

“eachtree 55ftware incorpordted, Attn: Genie
Ragen, Peachtree Marketing Dept., 3445 Peachtree
Aaad, 4.E., 3th Floor, Atlanta, GA 30326,

package s one of the mos: advanced on the markoet
today, and has proved especially useful far the
analysis oY complex cases. (Collins and Shane 1933).
[t s currently the number one selling piece of
business software available for 156-bit machines.
Lotus 1-2-3 is one of the new generation of
integrated software packages which combines extansive
spreadsheet capabilities witn color graphics, dasa-
base management, word processing and tele-
communications., A particulariy useful faature of
this software package is a well-developed disx-based
tutorial and extensive help menus., This greatly
reduces the amount of time that the instructor needs
to spend in teaching students how to operate the
saftware,

The suggested retail price of this software is
currently $495. Lotus Development Corporation offers
a 90 percent discount off of sugyested retail price
when this program is used in the classroom. An
administrative discount of 50 percent is available if
the software js to be used by faculty or staff for
administrative use, For further information on this
program, contact the Wesjern Regional Office of Lotus
Development Corporation.

A common characteristic of all of the educational
discount programs investigated is a very strict
policy on how the software is to be used. WNormally,
this-policy is spelled out in detall and a special
licensing agreement is required, Typically the
vendors require a letter from the department chairman
or. dean detailing exactly how the software will be
utilized and by whom, & copy of the course outlines,
a2 1ist of the models and serial numbers of the
machines using the sofiware, and a signed licensing
agreement specifying that the software will not be
copied, sold or redistributed. Considaring the
market, all very reasonable conditions of sale.
Almost all of the vendors require that students have
hands-on access to the software. For example, using
a single copy of the software on your personal
machine to prepare course outlines or to demonstrate
in class will normally not qualify. [t must be in a
situation where students are using the software as a
part of a scheduled course or other educational
experience.

SUMMARY

In today's academic environment, faculty members are
facing new and different problems caused by advanced
micro-computer technology. One of these problems is
the availability of suitable software for the
classroom. At the same time, these faculiy members
have fewer and fewer resources with which to sclve
their problem. Given these budgetary constraints,
several solutions have been offered. Each solution
offers different advantages and disadvantayes, which
allows the faculty member %o tailor one or mare
programs ta fit their individual situation. On
balance, however, the use of a powerful integrated
program such as lLotus 1-2-3 and accompanying
customized template seis will salve most of Zhe
problems involved at a more than reasonable cost.

Lotus Development Zorporation, Attn: Paul
Salzinger, Western Regicnal “anager-Nationa!
Accounts, 1750 Montgomery Street, Francisco
Bay 3ffice Park, San Francisco, CA 94111
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Since 19706 when Apple Computer, Inc. introduced its
first machine built around the microprocessor chip,
the market for personal computers has grown from
zero tao over 56 billion. 1986 sTles are expected to
more than triple to 521 billionm, The revoluticn
in communications and information processing since
that time has elevated the computer from the status
of a technician's tool to a basic necessity for
acquiring knowledge and solving problems.
Forecasters are predicting that in .the near future a
large majority of ocur working population will have
significant ingeraction with a computer ag part of
their daily routine.® The process of educatimng users
or as it 1is more commonly termed "computer
literacy”, has been implicated by several factors.
First, the investment in equipment alcne can
represent a significant capital outlay, For
example, in a ten month period during 1982, The
Colgate Darden Graduate Business School of the
University of Virginia spent $250,000 for
microcomputers and related software, ¢lassrcom flat-
screen_  cclor video projectors, and a new computer
suite.3 A second problem 1s that the recruitment of
a staff of iastructors to accomplish computer
literacy is hindered by the economic pressure from
computer related induscries. In shert, rthose with
technical skills to instruct are recruited heavily
by both business and academia. In practice these
problems are synergistic to one ancther such chat a
University which  hopes to be successful in
competricive recruiting, must give sericus
consideration to progressive planning and state-of-
the-art equipment. Thus, a University must invest
heavily to attract adequate staff. To put this
issue in perspective, the price tag to meet the
computer literacy needs of U.S. college students 1

escimated to be approximately $l-billion per year.

Currently, <c¢olleges and universitlies spend only

"The Coming Shakeout in Personal Computers,”
Business Week (November 22, 1982), p. 72.
2
See, for example, A. Luehrmann, "Computer
Illiteracy: A National Crisis and a Solution,” Byte
(July 5, 198Q), pp. 98-102, and "AP Computer Science
Yersus APC  Computer Competency,” Academic
Conneccions {(Fall 193833, pp. 3-5,
3
Brandt R. Allen and James R. Freeland,
"Experiences in Implementing Microcomputers in a

Graduate Business School,”" paper presented at
Hidwest Meeting of the American Institute of
Jecizion 3ciences, Kansas City, Missouri, April,

HET-
4
Jack 'lagarrell, "College Students Said to
Require §i1-Billion a Year for Computing,” <Chronicle
i Higher Education, (3eptember 1983), p. 1L,

$300-million a year for the utilization of computers
in instruction, or less than one-third of what is
required. By the end of the 5 year period 1985-390,
the estimated capital investment cn a per student
basis willi be at least $1000 at a liberal arts
institution and 5upwards of $6000 at a high-
technology school.

A significant decisiom for microcomputer integration
revolves arcund computing capacity. That is, from a
planning perspective, how many micrccomputers should
be purchased. Viewed alternatively, how much of the
processing burden should be relieved from the
mainframe and how much of the financial burden
should the institution shoulder directly? Colleges
and Universities around the U.5. have adopted
several different approaches which can basically be
grouped into 3 classifications.

The University Center Approach - under this approach
a college or university establishes a microcomputing
center with a significant number of personal
computers, a computer service staff, (usually
including a center director) and a major investment
in software. Duke University, for example, became
involved when IBM loaned them 35 PC's. Since then
they have purchased 110 PC's and have established 2
major labs of 40 and 36 machines as well as 3§
satellite labs of 6-11 PC's each. Most of the
stations are stand-alone and not attached to a
mainframe. Several additional faculty and a
computer service staff have been hired. Duke has a
software '"stable” of approximately $100,000, the
major acqulsition heing the University of California
at San Diego's "P" system (UCSDP). The cost of this
package was approximately $700 per machine. The
main labs are constantly scheduled with classes.

The University of Virginia first putrchased 24
microcomputers and & special room was builc within
the confines of the business school. This room was
divided into several modules, each containing 4 or 5
microcomputers, 2 graphics printers, bookshelves,
and 3 printing time sharing terminals. Further,
they felt it was critical for several classrooms to
have the capability te display computer output.
They settled on ceiling mounted WNovabeams which
allow projection from any television ar
microcomputer. The existence of the Novabeams
played a significant role 1in the successful
implementation of the microcomputer facilities. In
& capital budgeting class, for instance, a student's
disk could be displayed before the whole class and

Tbid., p. 6.



COMPUTER EQUIPMENT REQUIREMENTS

Hardware - €stimation of  Thardware requirements
reguires careful analysis of student usage. Table 1
illustrates hypotherical enrcllment and usage
figures and shows that 20 minicomputers are reqguired
for the College of Business example. This assumes
223 srtudents per semester utllizing the computer 4
nodrs per week. Ffurther, it assumes each computer
is available 350 hours per week and is used 9%0% of
the tine. Aaddicionally, in order tec meer faculty
need, one minicomputer will be allocated to each of
the five departments in the hypothetical College of
Lusiness.

TABLE 1 -

HARDWARE REQUIREMENTS FOR A
HYPOTHETICAL COLLEGE COF BUSINESS

Enrclled students per semester . . . . . . ,225
Compurer usage /week/student. . . . . . . . . 4 hrs.

Computer utilization factor. . . . . . . . . 90%

Number of operating hours available/computer/
LY - - 1]

Dot Matrix Printers. .1 for each 4 PC's

Microcompurers Require&:

Jumber of Students) (Computer usage/week/student)
{(Computer Utilization Factor)

Number of operating hours
available/computer/week

Microcomputers Required

225 » 4
= .9 = 20

50

Supplemental hardware should include dot matrix
printers (20 PC's/4).

Software - The student lab should be equipped with a
minimum of:

1) VisiCalc (Electronic spreadsheet to
address ‘What-If' applica-

tiong
2} DBMS (Data base management
appiications)

3) WordStar (Basic procedures for word
processing)

Estimated Cost
The estimated cost of a microcomputer labeoratory to
support classroom applications and faculty research

for the hypothetical College of Business would be
nearly $250,000.00.

Recommerdations
Tae  assessment of present and future needs leads to

an analysis of computer equipment requirements.

specific  written recommendations. Based on our

hypothetical College of Business we might devise the
following:

A HARDWARE:

1. Student Lab: 20 microcomputers should be
provided in a laboratory environment for
Basic <Computer Fundamentals in Business.
It 1is recommended that a type of Local
Area Network {LAN) be utilized so that the
computers may access a smaller number of
peripherals and reduce the redundancy cf

software. Networking in practice will
serve as a teaching mcdule in itself, It
is recommended that the hardware consist
of :

a. IBM PC Persconal Computers with
125K memory and at least 1
floppy disk drive, (20)

b. MX-80 or equivalent dot-matrix
princers, 1 tc  every 4
computers. (5)

c. . At least LOMB's of hard-disc
storage. (1)

d. Centrollers as needed for the
specific LAN.

2. Faculty Use: A Minimum of I IBM PC for
each department of the College of Business
should be available for faculty use.
These should have at 1least 128K of
internal storage and should bpe equipped
with 2 floppy disc drives. It may be
possible for several departments to share
one printer.

B. SOFTWARE:

The Student Lab should be equipped with a minimum of
the following:

1. VisiCalc or its equivalent.
2. DBII or an egquivalent DBMS.

3. WordStar or an equivalent Word Processing
program.

4. General Business Accounting software.
c. IMPLEMENTATION:

1. It s essential that the cooperation of
the Computer Science perscnnel be obtained
so that there will be nc problem with
integration with the presenr system, The
technical knowledge of these personnel
will be apsolutely necessary for
implementation and on~going maintenance.

2. It is strongly recommended that on-sire
visit{s) be made to campuses where this
type of program is already a reality,.

3. Continuous rapport with the hardware and
sofrware vendors 1is a necessity. The
implementation of this program will serve
as a show-place for their products.

4. The Lab should serve the needs of
Continuing Education of the business
community and Executive Development.



his paper has addressed the issue of computer
literacy and has proffered the dual praoblems of
capital ocutlay and deficiency of perscnnel (and
thus, knowledge) as reasons for its sluggish
dissemination. Where colleges and universities have
pressed forward toward a computer literacy goal,
three apprcaches nave emerged with respect to how
the financial burden should be carried. These are:

I The University Centetr Approach
2. The Student Expense Approach
3. The Conservative Approach

Wext a hypothetical business schocl is examined and
a modei for micreocomputer integration is presented.
This model stresses present and future needs from
three input sources, namely, students, faculty, and
college or wuniversity goals. Next a systems
analysis 1is performed stressing both hardware and
software requirements and a table of estimated costs
was prepared. Finally, a written recommendation for
hardware, software, and implementation was cutlined.



SHE SUGGESTICNS fOR THE JSE OF AICROCOMPUTZRS
IN UARKETING EDUCATION

Xent L, Granzin, University of utah

AaBSTRACT

‘his paper seeks to stimulate thought concerning the
dse of microcomputers in marketing education. It suggests
a variety of specific areas where these applications
of micros can be made. In a few cases, the software
is already available. In other cases, the programs
written for wainfrauwe computers will have to be adapted
Lo micros. In 3till other applications, the creation
of the necessary programs will be difficult, and will
regquire the services of computer specialists.

IAYRODUCTION

aarketing education currently falls far short of the
needs of the business worid in one important area -—-
the use of microcomputers. And it appears to face
the prospect of falling even farther behind unless
steps are UtakKen to remedy this aituation. Recent,
rapid cnanges in technology have brought relatively
loew cost computational power within the reach of all
but the smallest marketing organizations. Microcomputers
{"mic¢ros") are selling well, largely bhecause of the
variety of software available (Sneider 1982), and projec=
tions by the microcomputer industry indicate even greater
penetration into the business marketplace in the near
future, Thus, marketing practitioners will come to
consider the devices as a necessity much as calculators

are considered essential today (Connell 1982; Business

Week 1983a). And their desks will become at least
part time computer work stations (Business Week 1983).

iiarketing education bears the responsibility for preparing
graduates for the business world. Educators thus must
perform the task of helping graduates to take their
places in a business world where managers rely on micros
as a basic %tool of their profession, Not only should
these workers be ready to operate the hardware {equipment)
and make use of appropriate software (programs and
other instructions for the computer), They should
also be oriented toward thinking about problems in
terms of solutions that can be gained using micros.
At present, scattered islands of progress excepted
(pusiness Week 1332; PC rlagazine 1982; Library Joutrnal

the current deficiency in marketing education, to -
stimulate thought abcut the problem and its possible
Solutions, and to suggest means by which micros can
be integrated inte marketing curricula.

AN ORGANIZED TAXONOMY OF USES OQF LCROCOWPUTEZRS
IN UARKETING EDUCATION

The remaining material deals with uses of microcomputers
in the marketing curriculum. Although space limitations
preclude an exhaustive &Lreatment of possible appli=-
cations, the [following suggestions should stimulate
the develcopment of additional uses. S$ix areas of
application seem appropriate for the discussian of
these applications: (1) market description and assessment;
{2) product management; {3) pricing decisions; (4
promotion decisions; (5) distribution management;
and (6) marketing strategy and planning,

Market Description and Assessment. ilarkets may be

195.), educational institutions are failing to fulfill
their educaticnal responsibilities on all counts,
A lack aof planning, funds, and faculty involvement
in relevant curriculum development has created a gap
between practice and education that may be difficult
to eliminate,

aicrocomputers will have to be integrated into the
curriculum, much as international marketing has recently
oeen made a part of marketing courses (in this case,
3s mandated by the AACSZ). T[his new 3suDject may be
introduced as a part of all or mest of the marketing
courses. alternatively, faculty may choose to create
a new course on the sub,ect of micros in marketing.
Possinly, the Importance of this computer revolution
may force bLoth these cpnanges in curriculum for sone
schoals.

he ovjective of this report i3 to contrioute toward
tne introduction of wicrocgomputer content into marketing
education, ¢ this end, this acridged version of the

Sriganal paper sSeexs Lo communicate the

nagnitude ofg

portrayed at the aggregate and the individual levels.
Aggregate level applications include segmentation
models and sales level models., Uses of wmicros for
portraying market segments can begin with descriptions
of geographical markets in terms of census figures
(PC Disc Magazine 1383). Presentations of the demographic
characteristics of increasingly smaller consumer markets
can be demonstrated by successive disaggregations
of data beginning at the state level and working down
to sections of a metropolitan area. Students can
see how the composition of markets in terws of such
features as sex and marital status changes with the
level of aggregation. In the same vein, the structure
of industrial markets based on Standard Industry Codes
can be shown in the format of a graphical tree diagranm
to illustrate the principle of specific vs. general
delineations of markets.

Varying the level of aggregation of clusters of consumers
that were obtained through a hierarchical grouping
analysis of psychographics c¢an show how "typical"
(ie., mean measures of) bLehavioral characteristics
change as the groupings obtained with nine clusters,
then eight clusters, etc,, are portrayed on the screen.
0f course, only two salient dimensions cap be used
as axes on which to plot members of the clusters at
one time. Ellipses that contain the majority (e.gz.,
70 per cent) of the members of each of these clusters
will graphically portray the segments. Colcr graphics
will make this presentation quite impressive,

The use of micros for forecasting sales level needs
little elabaration. Data representing time series
can be plotted graphically. Exponential smoothing
techniques can Dbe used with the series for a single
variable, Simultaneous plota of the actual series
and forecasted series can be juxtapeosed to show how
the forecasted series follows und mcderates the peaxs
and valleys of the actual series. Students can change
the smocthing constant at will and be immediately
shown the accompanying change in the smocothed series,
Multiple regression using cne of the available statistizal
or forecasting packages can handle the case of nmultiple
explanatory variables, Again, plcts of the dependent

variable vs, the independent vuariables, seguentlally
taken one at a time, can demonstrate the nature of

partial regression coefficients, Predeternined changes



L7 the 2ata wase 2an be used witn piots of the observations
to show alieraative magnitudes of the standard error
of the estimate and coefficient of (multiple) deteriination
to visually portray these stabtistics ¢o the students.

£stimation of wmarket potential by the chain-ratio method
can be used to demconstrate to students hoWw changes
11 components such as population and expenditures on
tae product category cah change the forecasted level
of sales (Ackoff 1970; Armstrong, Denniston, and Gordon
1975). An electronic spreadsheet can be used to show
how changes in tne estimates of the separate components
of sales will bring about changes in the final estimate
of the aggregate figure.

at the individual level of market analysis, models
of the decision process of consumers (Engel and Blackwell
13482) or industrial buyers (Sheth 1373) can be graphically
portrayed using the video display screen. Students
can be assigned the term project of turning a set of
Lacelled, appropriately placed boxes representing constructs
into a completed flowchart for the decision process,
The students might be provided with a model of, say,
ten constructs (e.g., including demographiecs, information
search patterns, perceived risk, attitudes, and purchase)
3t the bYeginning of a course in consumer bpehavior,
Jsing a vector graphics package {(norton 1983) students
can add tne arrowed lines connecting the boxes when
they have obtained supporting evidence for such a rela-
tionship through a library search of reference materials,
Jjournals, books on buyer behavior, and other sources,

The Delphi method of obtaininyg forecasts (Larreche
and ontgomery 1977) might be demonstrated through
an interactive prograw that gives direct access to
experts (Wwho might be simulated by students playing
appropriate roles). The experts would be stationed
at interconnected terminals and queried by a computer
program, At each successive stage in the Delphi process
the computer would assimilate, aggregate, analyze,
and present their responses,

ijarkov chains (The Hendry Corp. 1970) can be rather
simply demonstrated to students by means of matrix
multiplication routines incorporated into a program
written in, say, the BA3SIC language. The students
could use a few commands to create the market share
{(state) matrix appropriate to the first period, and
then pass to successive periods to examine changes
in the state matrix as this market evolves over time,

Pruduct i{anagement., One application in product management
that 1s c¢losely allled to the uses in the previous
section is the video presentation of the perceptions
heid by consumers of competing products or brands {Urban
1975}, This application would present attributes of
the product as the axes for the display. ‘The concept
of product positioning would be graphically demonatrated
by means of a program that allows students to change
the characteristics of a product to lmprove i1ts competitive
position in the two-dimensional market space that is
displayed.

e product life cyele (Rink -and Swan) can be shown
in this visual format, with different shapes and lengths
of cycles used to show how these cycles vary for differing
types of products. An extended wmodel would tie the
shape of the c¢cycle to alternative narketing strategies
sdch as gproduct differentiation, continual product
improvement, and introduction of complementary products.
.he student would change the elements of product strategy
and wWwould pe shown the product life cycle that amight
resulc.

models can also pe used to show the effect
The market

S1ffusion
of changing parameters on sales or profits,

penetration wmodels of Fourt and Woodlock (14607, b‘asslo

(1563}, Fisher and Pry (1971), Dodson and quiler (139743.,
and Horsky and Simon {1983} are out a few of the umany
models of this type. These models can be used with
electronic spreadsheets to provide the answers Lo
"what 1f?" questions. For example, tne latter model
shows the effect of varying advertising expenditures
on level of sales,

Pricing medels may be simply classified
as those representing either buyers' or cowmpetitors'
responses Lo pricing strategies and fagties, The
first category includes the relationships DbDetween
price and quantity demanded. Simple equations that
express this relationship may be graphed on the display
screen, Students can change the parameters of the
relationship and observe the changes in market response.
Then, more complex relaticnships may be introduced
to demonstrate such extensions as break-even analys.is
(Bui 1982) and the limit concept of 3owter, Gabor,
and Granger (1971). Similar to its use in the area
of product wmanagement, the life cyele for products
and brands can be portrayed for alternative pricing
strategles such as penetration or skKimming (Simon
1979).

Pricing Decisions,

The concept of competitive pricing response can be
shown through models presented in the format of games
for students to play. HMuch in the spirit of popular
video games, the students can try to ocutwit one another
when placed in the position of trying to select tLhe
most profitable strategy as defined by a response
function that is unknown to them. A 3imple cowpetitive
bidding model can be used to demonstrate the nature
of the one-time pricing decision, Similarly, more
complex models can be used to allow students to respond
Yo a series of moves by their competitor over time,
with cumulative sales or profits the criterion for
success,

Promotion Decisions. The relationships between market

-{Bass and Clarke 19723},

response and promotional efforts can also be modelled
using mieros. For example, Wittink (1377) and Rao
(1978) have presented S-shaped curves that represent
the response to advertising expenditures, The underlying
functions, either simulated or based on empirical
data, can be entered into the computer to allow students
to systematically substitute different parameter values,
The results can be portrayed by means of video displays.
The response to advertising efforts can also be related
to such explanatory variables as time since presentation
frequency of purchase (Little
nather

1979), and frequency of exposure (OQgilvy and

1965},

In a normsative vein, media selection decisions can
be modelled using a linear programming foruat (killer
and Starr 1960; Engel and Warshaw 1964), One interesting
class of models involves iterative processes, Ftor
example, the high assay model of Horan (1963) would
provide interactive involvement for students, as they
would be required to make a series of selections cver
simulated time,

Harket response to personal selling strategies can
be similarly used in student exercises, 7o deomonstrate
how to find the best way to allocate the salesman's
scarce time resource, a model Dy Ledash (1971) c¢ould
he used, Students could estimate the result on sales
of changing the frequency of sales calls. A model
¢reated by Hontgomery, Silk, and Zaragocza (1971, could
be used to show students how changing the effort devoted
to selling varicus products in the product line will
affect sales,

Optimization procedures suitaole for use wilh micros
have also been developed in the area of personal seiling.
Assignment of 3salesmen tc saies territories {(Luaish



L3573} the aliccavion of their time {IZsltners, 3Sinhd,
and <neng 1379}, and the designm of sales tuterritories
(Ricnardson 1379 can be handled via mathematical programe
ming models, <Ine large scale nodel thav could be programmed
22 allsw students to interact with the computer is
the model of ceswick and Cravens (1977).

Jistribution -anagement, Distrivuticon applicaticons
o nlares generaily fall into the area of physical
distribution, Location and site selection models,
suca as the gravitational (Huff 1964) and least cost
models (Smyxay, Bowersox, and liossman 1561} can be
Jsed wWwith video presentation of a map to demonstrate
now to find the optimal location. More advanced location
models that feature heuristics (Ballou 1973) can be
programmed for micros using one of the popular languages.
{hese models lend themselves well to class projects
in physical distribution and other marketing courses
in that oboth data collection and computations based
on these data can be used in a realistiec fashion,

Inventory applications include the computation of optimal
order quantities and reorder points (Davis 1983).
sigraos can alse be used to keep records of inventory
stgck levels, and data base management packages can
easily be adapted to this purpose, Linear programs
nave many applications in the area of distribution,
For example, Ballou's (1987) atoek placement model
13 framed in the format of a linear program., At the
level of the distribution system, allocation decisions
that link plants to warehouses t¢ retail centers can
be solved with linear programming tools. In the area
of transportation decisions, carrier selection and
shortest-path routing models have already been programmed
for mieros (Erikson and Hall 1983).

marketing Strategy and Planning. While strategic decision
making permeates the applications introduced to this
point, several additional uses of micros should be
briefly mentioned. Here, financial models and electronic
spreadsheets can be used to help select a decision
alternative on the basis of profit preojections. In
this vein, Wind {1981} cites a number of product portfolio
models that may be used for strategic decision making.
And students can use micros to perform the computations
needed to apply the Boston Consulting Group's business
portfolio matrix to appropriate case studies, Or,
micros can be used to apply the Churchman-Ackoff value
measure (Churchman, ackoff, and Arnoff, 1957) to make
strategic decisions in situations where at least some
of the decision factors have a qualitative nature.
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Heiko de B. Wijnholds, Virginia Commonwealth University, Richmond, Virginia

caper regorts a part of the larger research

fect dealing with overall internaticnal business
Nine major academic and three pro-
fessional marketing journals were thoroughly examined
o determine tc what extent and what subjects of in-
terrational marketing have been reflected and empha-
Journals published since 1970 were examined.

iy

sized.

One of the wavs to determine the extent and topic
matrers covered was to develop a classification of
marketing categories reflected in the journal arti-
cles. Twenty-two specific international marketing
categories have been identified as seen in Table 1.
The category list was developed by analyzing the con-
tent, emphasis and aspects of the international mar-
keting subjects appeared in the jcurnal articles
studied. These categories, then, were used as a base
¢f comparison between academic journals and profes-
sional journals. The point of comparison was to see
where academicians stand in terms of their involve-
rment 1n international marketing educaticn, and alsco
to see the gap, if any, between the academic and pro-
fessional {practicing) communities in this regard.

TABLE 1
Comparison Between Academic and Professional

Journals in Marketinag
(Int'l Marketing Articles Publiished)

Year Academic Journals Professional Journals
% articles % pages % articles % pages

1370 3.35 4.97 6.12 5.17
1971 2.38 1.49 7.38 4.62
1972 3.03 3.41 11.63 6.26
1973 ©31.46 5.45 13.17 5.96
1974 7.97 7.79 17.02 6.82
1975 8.12 6.98 14.69 9.52
1976 3.69 31.68 13.886 8.49
1977 18.75 9.75 16.42 12.83
1278 3.93 2.63 18.11 13.35
1979 1.42 1.44 8.87 13.50
198C 6.13 1.89 11.21 5.97
1331 3.57 4.70 14.45 7.04
1282 5.51 6.02 3. 35 8.72
Zverall

lavg.) 5.49 4.63 12.41 8.33

TABLE 2
Ma.n Categories of International Marketing
Topics Published in Academic
Marketing Journals (1970-1382)

Cateqoryv No. 3
. r=']l Advertising 30 13.52
Z smparative Marketing 26 15.05
I, Foreign Marketing Practices 16 G5.88
4. Import Marketing 13 5.02
T Tarketing Strategy a 5.56
; mer Analysis 3 5.26
B > Faole/Legal/Political El 5.%6
E Marketing of Services 3 3.94
4. Technolodical Aspects 7 4,32

TABLE 2 Continued

Category No.
10, MMC's 7
11. <Consumerism [
12. 1Int'l Trade/Marketing 5
13. Other 5
l4. Market Seqmentation 3
15. Marketing Channel Strategies 2
16. Marketing Research 2
17. Ssccial/Societal Response 2
18. Franchising/Licensing 2
13. Analysis of a Specific

Foreign Market 1
20. Sales Forecasting 1
21. Ecconomic Development in

Int'l Marketing 1
22. Marketing of Agricultural

Products 1
23. 1Int'l Marketing Education o]

100

TABLE 3

Comparison of International Marketing Tepics Published

o o e

.32
.70
.39
.09
.85
.23
.23
.23
.23

.62
.62

.82

in Academic & Professicnal Journals (%)
Category 1970-82

Academic Professicnal
1 17.21 39.535
2 17.867 4.27
3 8.137 2.02
4 6.98 6.29
5 5.58 3.82
6 6.51 2.02
7 6.98 3.82
8 3.72 .80
9 3.26 .67
10 4.19 .22
11 2.79 .45
12 1.26 5.84
13 5.58 3.37
14 1.40 2.47
15 .93 .45
16 .33 .67
17 .93 .22
i8 1.40 .90
19 .47 14.61
20 47 .90
21 1.86 2.70
22 .47 3.37
23 .93 3.82

This is an abstract versicn. The entire paper

is available upcn request.



IS THE SQVIET APPROACH TO MARKETING MANAGEMENT EDUCATION RELEVANT?:
REFLECTIONS FROM A& SABBATICAL RESEARCH

Farrokh Safavi, Western Washington University

Trsags the grovisions af summar research and a sabba-
tiz37 leave, for a nine-month pericd ending in March
13€3, *tne author conducted field rasearch . in nine
inivaersitias ang management institutes of the Soviet
Unian invalving a trip of 9,000 miles {see the appen-
far a Tist a3 dinstitutfons visited). He also
visited 2 qumber of marketing iastitutions in various
eitias, 35 well as in rural areas. The research
matngdeliqy was orimarily dirsct cobservation of mar-
kzti~g pnengmena and interviews with educators, stu-
dents, and the oractitioners of marketing and manage-
ment functions. A review of pertinent literature,
sherever available, was alsc made.

Hix

The balief that the Soviet Union does not have a
consumer-criented economy shauld not be allawed to
suggest that the farces of consumerism do not exist
among ‘ts 274 million population (1983 estimates), nor
taat the government is deliberately willing to sup-
ar3s3 the satisfactinon of material needs for ideclegi-
s3] reasons. It was 2 set of resource constraints and
znvirgrmental Timitation factors which contributed to
a depressed consumer market {mostly on the supply
sidel, Major factors can he identified, such as the
Tack of entrepreneurial initiative, a declining rate
af econgmic growth since 1978, Tower Tabor producti-
vity, rapidly deplating natural resources in the
wastern areas where the major population center and
consumer markets exist, aging plant and equipment in
certain industries, a decreasing rate of population
growth {currently about ona-half of that in the mid
50's), and numerous transportation bottlenecks in
inter-factory shipment of industrial commodities.
v

Jnmestic marketing in the Soviet Union is done by the
human resources of the Ministry of Trade. The task
usdally begins at the shipping platform and terminates
wnen the merchandise reaches final consumers. Demand
aestimates’ and aroduction targets for virtually all
consumer goods are made by the state planning organi-
zation {Bosplan). Prices for consumer goods are set
by various btranches of the State Committee on Pricing.
Respansihility for managing the channel for a product
group is assigned to a distribution manager {direktor
po seyta) whose function is generally hroader than a
tynical channel captain in American firms, but whose
decisign-making power 1is much less. His main respon-
s3isflity is to provide a smooth flow of merchandise
from the factory warehouse to the retail shops under
2%s  Jurisdiction. The wmuch broader task of mass
merchandising is usually handled by Susiness managers
‘comerchiesci direktor). To date, there has heen no
3fficial title for a marketing manager in the Soviet
econamic system; however, these tasks are performed hy
Gne 2f the two aforementioned positions.

Wnila the gressura of the extarnal envirgnment calfls
f5r a nigner afficiency in the management of distri-
tutive systems, marketing managers are not trained
3z2guatsz] tha ¢hallenga 5f resource con-
sirzint marketirg,  The bDulk of the trafining is dope

of Trade uanich provides marketing
thz mid-Tanagement lavel.  Taursas ar2

Mgty
iy osF snart-tazem duration and the instruction s

/s

tiar st

carraued to owery teennical aspects.  Recently, cvha--
netics magels; wers introduced and areater familiarity
With CInghar-nasad d3ata ogrocessing systems i

14

erphasized. 3ut the Yking of capanility that =areo
managers are looking for--a generzlist aooraoach €0 tha
overall functions of marketing management--has ac*
been ennanced. This is partially due ta the ¥inis-
try's traditicnal stand on technical soecializaticn as
the only factor in efficient oneration.

Education at the executive level is supnlied hy tre
prestigious Institute of Management of National Econn-
my {Moscow), and several institutas of management,
notably the Ordzhonikibze Institute of Managament
(also in Moscaw). A typical course runs for 500 hour=s
over a three-month period of full-time studies. Here
again, the emphasis fs on guantitative methcds, since
an effective marketing executive is considered to he
the one who can use available information through
cybernetic models for the rational allacation of
marketing resources.

As it stands today, the relevancy of marketing 24uca-
tion in the Soviet Union is marred by two shortcom-
ings: 1) in some institutions the academic and pro-
fessional praograms which are designed to orepare
individuals for commerical, management, and economics
careers simply lack marketing content, and 2) thase
programs which offer some marketing education dead
almost exciusively with distribution, transportation,
warehousing, ( and only recently pricimg and basic
promotion. The concepts of marketing and marketing
orientation as understood and practiced in Western
economies have made some inroads in practice but have
not penetrated into Soviet management education.

Aside from a number of short-run courses on distribu-
tion and physical distribution which are offered by
the Ministry of Trade or Management Institutes (an-
which are increasingly oriented toward information-
gathering and problem-soliving methods}, the bulk »o¢
marketing education has to be Tearned on the job. If
usually takes three years to train a specialist ans
another five years to prepare that specialist for a
mid-management position dnvelving distributron  and
physical distribution functions. [n this orocess the
inhibiting factor has been found to b2 in the experi-
ence parameters of the supervisors who hava been
trained in the traditional approach and at times lack
the skil! and motivation for experimenting with new
approaches to marketing functions,
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LIFE STYLE SEGMENTATION AND THE ELDERLY MARKET

Rhonda W. Dove, California State College, Stanislaus

ABSTRACT
Cluster analvsis was used to develop and profile five elderly consumer segments based on life style data collect-

ed from maies 65 vears of age and older.
sumption cf a number of products.

INTRODUCTION

One of the most dominant concepts in marketing today
is that of segmentation. Numerous markets have been
the object of segmentation resulting in a fine tuning,
and hopefully more effective and efficient allocation,
of market mix efforts. The elderly consumer market,
however, has been the object of few segmentation
efforts. The neglect of this segment is unwarranted
as supported by am increasing amount of demographie
information.

According te the U.S. Bureau of the Census (1981}, the
over 65 age group boasts of over 26.3 million persons
in the United States, or 1i.4% of the U.S. population;
and these pumbers are increasing at an increasing rate.
While the average income of the elderly is only about
three-fifths that of the national income, the group's
total household income accounts for an impressive
amount of buying power (5142 billionm in 1977) (Allan
1979). The buying power of the elderly is even more
positive when the many "hidden assets" {(such as retire-
ment funds, mortgage-free homes, Medicare and Medicaid
benefits, lack of children in home, special senior
citizen discounts, etc...) not typical of their ju-
niors are considered. The decreasing youth market of
today is another factor currently adding to the at-
tention of the elderly as a consuming market. In spite
of these factors, few marketing studles have addressed
the elderly market. Most of those which have referred
to the elderly consumer have regarded the over 65 age
group as a homogeneous market (Wells and Gubar 1964,
Louden 1976, Anderson 1976).

Gerontologists have produced several important studies
identifying differences within the elderly group
(Neugarten et al. 1968, Reichard 1962). Personality
has been cited as a major factor used in extracting
elderly group types in many of these studies. La Forge
(1980), following the gercntologists, used personality
in an effort to segment the elderly market resulting
in limited, but useful, guidelines. While the geron-
tologists have acclaimed the value of personality for
differentiation, its acceptance by marketers has been
iess exhuberant (Kassarjian 1971). Instead, the ten~-
dency in recent years is away from personality and
toward utilizing psychographics or lifestvle research
for rich profiles of consumer markets. The purpeose of
the study reported in this paper was to attempt a iife
style segmentation cof the elderly market in hopes of
tdentifying heterogeneous segments. These segments
should have potential use for marketers in planning
their marketing strategies.

METHOD & RESULTS

The data used in the study was collected from husbands,
k5 vears of ige and clder, of members of a national
consumet mail panel. The base data was from a (979

panel (n=i43). The annual data collection was via a
questicnnaire including questions on life style, family
influence, product usage, and media usage items. For

the purposes of this study, two major variable sets 15

Using analysis of variznce, these gegments were then related to con-

were used: 1) life style variables and 2) consumption
variables. The life style variable set can be cate-
gorized, regarding opinions and behaviors, as follows:
shopping related, health/nutrition and personal care,
convenience, information exposure/usage, activity/
soctal participation, and inncovation/optimism. The
consumption variables can be categorized into catego-
ries of personal care products, health/nutriticn type
products, and convenience products.

The data analysis included twe major steps. First, a
hierarchical clustering algorithm was used to identify
the elderly segments based on life style data. Once
segments were identified, they were described based
upon group mean scores on the life style items used to
create the clusters. In the second step, one way
analysis of variance was performed to examine any rela-
tionships between the elderly segments and their con-
sumption patterns. F-ratios were used to test the null
hypothesis of no significant difference among segment
means for the consumption variables. When significant
differences were found, Turkey's A Posteriori Contrast
Test was used to compare all possible pairs of group
means. A second c¢lustering algorithm was used to

gauge the validity of the derived segments. Reliabil-
ity of the consumption patterns was also assessed us-
ing information from later (1981l) panel data (While one
yearly sample is independent of other years, they are
demographically matched.).

Five unique elderly clusters were identified and de-
scribed based on mean responses to the life style
variables. The segments are listed and briefly de-
scribed as follows.

Elderly Segment Profiles

The Model Senior segment (n=33) is one of the two most
health and appearance conscious groups. The members
of this group are concerned about what they eat/don't
eat and the way they dress and look to others. Re-
flective of their personal interest, the Model Seniors
perceive themselves as influential, they like being
opinion leaders, and they maintain several areas of
cutside interest. These consumers are noninnovative
in their attitudes toward product usage as well as
social issues. They are, however, respcrnsible shop-
pers, making shopping lists, using savings stamps,
buying products advertised on educational television,
and exhibiting price conscicusness. They do not enjov
shopping. With their somewhat respectful conservatism,
the Model Senicrs report to be the happiest group of
all elderiy segments--compared tec their previous vears
of life.

Members of the LUninvolved segment (n=32) are also
happler than before. They like parties, games, etc...
and report to be more inmnovative than the otner eideriv
segments. The outloox on shopping of this group, how-
ever, is cne of disinterest--they do not enjoy shopping
and are not involved/responsible shoppers (low price
consciousness, nonusers of stamps, low consumer
mation usage). The lack of involvement of this segment



is reflected by the fact that they do not perceive
themselves as infiuential in thelr neighborhoods, they
have low leadership desires,and they exhibit little

" concern about their nutriction.

The third segment Identified is best described as
Satisfied (n=30). While this segment also reports to
5e nappier than ever before, their lifestyle is some-
what complacent. They report more spare time than the
other elderlv yet appear less interested in filling
the time. The health and personal-care conscicusness
of this segment is lowest of all the elderly. In
addition to being noninnovators, they are not involved
shoppers (with the exception of price consciousness)
nor are they very sccially active. Television is
their primarv form of entertainment.

The Organized Reminiscer (n=33) appears to have a feot
in two worlds. While these elderly are happier now
than ever before, they are quite reminiscent of the
past. This is a segment quite concerned about health/
nutrition and personal care. The Organized Reminiscer
as a consumer is active, uses Consumer Reports and is
an crganized shopper (makes detailed lists, shops for
specials, uses stamps, etc...}- They are also inne-
vators. This is a social group, yet television is
still reported as their primary form of entertainment.

The last segment, the Negarive (n=23), shows little
concern for nutritiecn or personal appearance. This is
the least social group, spending much more time with
the television. They are the least innovative group
and are quite reminiscent of their past lives. The
Negative are not involved shoppers, they have little

in the areaz of outside interest; and they are the

only group reporting to not be happier than ever before
in their lives.

Several major similarities and differences can be
drawn acrosa the elderly segments. The Organized
Reminiscer and Model Senior are the two most health
conscivus graoups with the Satisfied tending to be the
least health conscious of all. Regarding personal
appearance and dress, three groups, the Model Senior,
the Uninvolved, and the Organized Reminiscer are cogni-
zant of their dress and appearance to the opposite
sex. Most of the elderly, however, do not desire to
look different from others in seeking a good personal
appearance. The Satisfied tend to be the least con-
cerned of all groups regarding personal appearance.

The Outside interests of the elderly segments are all
somewhat low with the Model Senior, followed by the
Organized Reminiscer, displaying greatest interests in
various activities. OSome of the groups are more
socially active than others. Overall, media usage of
the elderly segments is also low. Television appears
to be the primary Scurce, although the Model Senior
utilizes magazines to a high degree. In additionm,

the Organized Reminiscer and the Model Senior report
using consumer reports information more than the other
segments. A direct measurement of media usage (quan-
tity, scheduling, vehicle), however, was not under-
taken for this study sc more conclusive behkavior in
this area cannot be ascertained.

Some ¢f the elderly segments are quite involved with
shopping. All but one, the Uninvolved, are price
conscious; and all but one, the Negative, report stamp
usage. The Model Senior, Organized Reminiscer, and
Negative shop for specials; and the Model 3Senior,
Satisfied, and Organized Reminiscer make detailed
shopping lists. Only twoc groups, however, the Unin-
volved and Model Seniotr seem te enjoy shopping. The
innovativeness of the elderlv segments is mixed. Re-
Jarding happiness, all but one segment, the Negative,

report being happler now than ever befovre in their
14
lives.

The clustaering algorithm uysed as a vaiidity check also
produced five natural clusters. Overall, 82.4% of the
respondents were commonly grouped intc comparable
clusters of the two sets produced by the two cluster
algorithms. The initial clustering algorithm was used
as the base cluster program in computing percentages.

Product Consumpticn Analysis

Consumption of eight personal care preducts, fifteen
health/nutrition products, and fifteen convenience
products were analyzed in this study. Cneway analysis
of variance was used to determine any significant
variation at the .05 level in consumption across elder-—
ly segments. Sub-program ONEWAY of the Statistical
Package for Social Sciences was used for this purpose.
The dependent variable list in the analysis was compos-
ed of the product usage lists. The independent vari-
able is the segment, elderly groups one through five.

Using the 1979 data. base, only five significantly dif-
ferent patterns were identified by the base clustering
algorithm: one personal care product ('hair spray'),
three nutritional products ('low sodium salt', 'bran
cereal', and 'low fat 2% wilk’'), and one cconvenience
product ('dry soup mix'). The validity clustering
algorithm also jidentified five products ('bran cereal',
'nutritional cold cereal', 'peanut butter', ‘'dry scup
mix', and 'hair spray').

A posteriori contrasts were used to examine differences
across elderly segment product usage. Regarding
health/nutrition products, the Organized Reminiscer
used significantly more low sodium salt than the
Satigfied. The proportions of bran cereal consumed
also exhibited significant differences with the Model
Senior, Organized Reminiscer and Negative consuming
larger amounts than the Satisfied. Mean response
scores for low fat 2% milk also significantly differed
at the .05 level for the Satisfied and Model Senior
with the Model Senior exhibiting the highest consump-
tion mean and the Satisfied the lowest mean. For the
convenience food category, the proportions of dry soup
mix consumed were significantly different with the
Organized Reminigcer consuming significantly more than
the Negative. Proportions of hair spray significancly
differed with the Organized Reminiscer using the lar-
gest amount and the Model Senior using the least of all
segments.

The rellability of the elderly segments concerns both
the ability to reproduce the segments over time as well
as the ability to reproduce the consumption patterns.
Each of these is discussed below.

Segment Reproduction. When the clustering algorithm

was performed on the 1981 data set, five natural clus-
ters were produced. Three of the 1979 elderly segments,
the Model Senior, the Satisfied, and the Uninvolved
were constructed fairly accurately. The major charac-
teristics of these profiles, i.e., health and personal
care, shopping habits, price consciousness, innrovation,
leadership, social participation and happiness largely
remained stable., The two remaining 1981 segments can=-
not be clearly matched to those derived from the 1979
data. Two major profile characteristics, happiness

and health concern, especially complicate the compari-
son with the direction of mean scores belng reversed
from those of the 1979 Organized Reminiscer and Negartive
profiles. The second 1981 segment, 352 {n=a3), is re-
presentative of the Model Senior prefile, 83 (n=40) is
representative of the Satisfied profile, and 54 (n=40)

16 is representative of the Uninvolved profile.
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Product Consumption Reproduction. Analysis of variance

identified five products with significantly different
consuymprion patterns by the elderly. None of these,
however, significantly differed across the 1979 seg-
ments. Segment 2 repcrted using significantly more
hair conditioner/cream rinse than Segment 1. Hair
tonic usage, another perscnal care product, signifi-
cantlv differed across the segments with Segment 4,
the mest frequent user, using significantly more than
Segment 1, the least frequent user.

One convenience product exhibited significantly differ-
ent consumption patterns. Segment 1 elderly were the
nost frequent users of hot dogs consuming significantly
more than Segment 3 the least frequent consumers.

Two health/nutrition products exhibited significantly
different patterns of consumpticn. Segment 2 elderly
consumed significantly more decaffeinated ground coffee
than Segment 4. For nutritional snack bars, Segment 3
consumed significantly more than Segments 2, &, i, and
3 with frequency of consumption in descending crder.

CONCLUSIONS

The findings of the study, although limited are mean-
ingful. The Model Senior reports high consumption of
health/nutrition oriented products as would be expect-
ed. Although they are concerned with persocnal appear-
ance, they report least frequent usage of men's hair
spray. This possibiy is due to their low innovation
oroneness {although the possibility of balding cannot
be ruled out).

The Organized Reminiscer, another group rating health
and nutrition high, alsoc reported more frequent usage
of health/nutrition oriented products. This group also
reported the highest frequency usage of a convenience
product, dry soup mix. This usage is possibly a re-
flection of their innovation willingness or their
apparent dislike of lengthy meal preparation as indi-
cated by their life style profile. The Organized
Reminiscer's high usage of hair spray may be a reflec-
tion of their innovativeness or their concern for per-
sonal appearance.

The Satisfied and Uninvolved, 1in accordance with their
low health concern, used significantly less of the
heaith/nutrition products.

The Negative reported the lowest usage of the conve-
nience product, dry soup mix, converse to thelr dislike
of iengthy meal preparatien but consistent with their
low proneness for innovation.

The 1979 validity segments found the Model Senieors to
use hair spray with lowest frequency consistent with
the base Model Senicr group. The validity segments
also found the Organized Reminiscer to use more health/
nutrition, convenience, and pergonal care products.

The Satisfied and Uninvolved used less nutritional prod-
ucts. The Negative again presented surprising results
with their low use of dry soup mix (consistent with
base segment) but mere so with their second-highest
consumption of two health products, bran cereal and
peanut butter. The only explanation passibly derived
from the available informaticn would be a possible
perception of these products as convenience products.

The results of the 1981 segments' consumption are less
conslistent. A brief examination of the 1981 reliabili-
ty segments finds some of the health criented elderly

using more health/nutrition type products. Those with
concern for personal appearance use more personal care

products like hair conditiconer/hair tonic, but with 17
exception.

Implications

Overall, this studv leads to several gereral implica-
tions relevant to market practice. These fall into
two areas: the use of life style data to profile el-
derly segments and the consumption patterns c¢f these
elderly segments.

Given the results of the study, life style data is
appropriate for profiling elderly consumer segments.
Five district segments were identified and their valid-
ity substantiated. The corly limitation te this con-
clusion is the problem of reproducing two of the elder-
ly segments within the 1981 data set. This data, by

nc means, meets requirements for longitudinal analysis;
however, the inability to identify these two groups
remains an issue.

Although a problem exists in producing reliable product
consumption patterns on a product-by~-product analysis
across years, some categorical consumption patterns do
consistently surface from the data. Three main cate-
gories can be identified: health/nutrition products,
personal care products and convenience products. Scme
shopping practices alsc can be noted.

Health and nutritiom products, i.e., low sodium salc,
bran cereal, low fat 2% milk, nutritional bran cereal,
peanut butter, decaffeinated ground coffee, etc... are
consumed mere frequently by elderly segments such as
the Model Senior and Organized Reminiscer. These el-
derly are in turn concerned about their health, nutri-
tion (what they eat, don't eat, weight, etc...).
Market mixes oriented toward health preservation and
nutrition might well be targeted to these people.

A second general product category exhibiting differing
consumption patterns across groups is that of personal
care products with the Organized Reminiscers and Model
Seniors being major targets. A number of cosmetic and
personal care product companies have recently begun
attempts to cater to the elderly market. Information
in theform of 1ife style profiles regarding heavy
versus light users of these products could enable these
firms to target and sell more efficiently.

Convenience products, and innovative products in gener-
al, may be better targeted toward the Organized Remi-
niscer segment. They are more innovative and apparent-
ly more accepting of new products than other elderly.
The convenience products should, however, not be junk
food products given the high health orientation of this
group.

Regarding shopping practices, the Model Seniors and
Organized Reminiscers appear to be the most involved
shoppers also. They utilize Consumer Reports more
than other elderly, make shopping lists, and respond
more positively to inducements such as stamp redemp-
tion. All elderly segments, with the exception of the
Uninvolved are price conscious; and all but the Satis-
fied shop around for specials. Thus price appears to
be a vital element of the market mix when targeting the
elderly market. One would expect a positive reactiocn
from the majority of the elderly to direct price in-
ducements.

The elderly males in this study report using a low de-
gree of personal communications. Three segments report
that television is their primary form of entertainment
while only one eiderly group reports finding magazines
more eéntertaining then televisioa. In addition, twe
segments report using Consumer Reports information for
preduct purchase as previously noted.

Mail order catalog purchasing is an appropriate wav ol



o~

Product Consumption Reproduction. Analysis of variance

identified five products with significantly different
consuymprion patterns by the elderly. None of these,
however, significantly differed across the 1979 seg-
ments. Segment 2 repcrted using significantly more
hair conditioner/cream rinse than Segment 1. Hair
tonic usage, another perscnal care product, signifi-
cantlv differed across the segments with Segment 4,
the mest frequent user, using significantly more than
Segment 1, the least frequent user.

One convenience product exhibited significantly differ-
ent consumption patterns. Segment 1 elderly were the
nost frequent users of hot dogs consuming significantly
more than Segment 3 the least frequent consumers.

Two health/nutrition products exhibited significantly
different patterns of consumpticn. Segment 2 elderly
consumed significantly more decaffeinated ground coffee
than Segment 4. For nutritional snack bars, Segment 3
consumed significantly more than Segments 2, &, i, and
3 with frequency of consumption in descending crder.

CONCLUSIONS

The findings of the study, although limited are mean-
ingful. The Model Senior reports high consumption of
health/nutrition oriented products as would be expect-
ed. Although they are concerned with persocnal appear-
ance, they report least frequent usage of men's hair
spray. This possibiy is due to their low innovation
oroneness {although the possibility of balding cannot
be ruled out).

The Organized Reminiscer, another group rating health
and nutrition high, alsoc reported more frequent usage
of health/nutrition oriented products. This group also
reported the highest frequency usage of a convenience
product, dry soup mix. This usage is possibly a re-
flection of their innovation willingness or their
apparent dislike of lengthy meal preparation as indi-
cated by their life style profile. The Organized
Reminiscer's high usage of hair spray may be a reflec-
tion of their innovativeness or their concern for per-
sonal appearance.

The Satisfied and Uninvolved, 1in accordance with their
low health concern, used significantly less of the
heaith/nutrition products.

The Negative reported the lowest usage of the conve-
nience product, dry soup mix, converse to thelr dislike
of iengthy meal preparatien but consistent with their
low proneness for innovation.

The 1979 validity segments found the Model Senieors to
use hair spray with lowest frequency consistent with
the base Model Senicr group. The validity segments
also found the Organized Reminiscer to use more health/
nutrition, convenience, and pergonal care products.

The Satisfied and Uninvolved used less nutritional prod-
ucts. The Negative again presented surprising results
with their low use of dry soup mix (consistent with
base segment) but mere so with their second-highest
consumption of two health products, bran cereal and
peanut butter. The only explanation passibly derived
from the available informaticn would be a possible
perception of these products as convenience products.

The results of the 1981 segments' consumption are less
conslistent. A brief examination of the 1981 reliabili-
ty segments finds some of the health criented elderly

using more health/nutrition type products. Those with
concern for personal appearance use more personal care

products like hair conditiconer/hair tonic, but with 17
exception.

Implications

Overall, this studv leads to several gereral implica-
tions relevant to market practice. These fall into
two areas: the use of life style data to profile el-
derly segments and the consumption patterns c¢f these
elderly segments.

Given the results of the study, life style data is
appropriate for profiling elderly consumer segments.
Five district segments were identified and their valid-
ity substantiated. The corly limitation te this con-
clusion is the problem of reproducing two of the elder-
ly segments within the 1981 data set. This data, by

nc means, meets requirements for longitudinal analysis;
however, the inability to identify these two groups
remains an issue.

Although a problem exists in producing reliable product
consumption patterns on a product-by~-product analysis
across years, some categorical consumption patterns do
consistently surface from the data. Three main cate-
gories can be identified: health/nutrition products,
personal care products and convenience products. Scme
shopping practices alsc can be noted.

Health and nutritiom products, i.e., low sodium salc,
bran cereal, low fat 2% milk, nutritional bran cereal,
peanut butter, decaffeinated ground coffee, etc... are
consumed mere frequently by elderly segments such as
the Model Senior and Organized Reminiscer. These el-
derly are in turn concerned about their health, nutri-
tion (what they eat, don't eat, weight, etc...).
Market mixes oriented toward health preservation and
nutrition might well be targeted to these people.

A second general product category exhibiting differing
consumption patterns across groups is that of personal
care products with the Organized Reminiscers and Model
Seniors being major targets. A number of cosmetic and
personal care product companies have recently begun
attempts to cater to the elderly market. Information
in theform of 1ife style profiles regarding heavy
versus light users of these products could enable these
firms to target and sell more efficiently.

Convenience products, and innovative products in gener-
al, may be better targeted toward the Organized Remi-
niscer segment. They are more innovative and apparent-
ly more accepting of new products than other elderly.
The convenience products should, however, not be junk
food products given the high health orientation of this
group.

Regarding shopping practices, the Model Seniors and
Organized Reminiscers appear to be the most involved
shoppers also. They utilize Consumer Reports more
than other elderly, make shopping lists, and respond
more positively to inducements such as stamp redemp-
tion. All elderly segments, with the exception of the
Uninvolved are price conscious; and all but the Satis-
fied shop around for specials. Thus price appears to
be a vital element of the market mix when targeting the
elderly market. One would expect a positive reactiocn
from the majority of the elderly to direct price in-
ducements.

The elderly males in this study report using a low de-
gree of personal communications. Three segments report
that television is their primary form of entertainment
while only one eiderly group reports finding magazines
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selling to the Organized Reminiscer and the Negative.
sgmewhat different market mixes, however, would need

to be aprlied to each of these groups given the vari-
ation ia products desired and media utilized by each.

when considering new product introductien to the elder-
lv, two segments should be examined for initial intro-
cuction. The Organized Reminiscer and the Uninvolved
appear more innovative than cther elderly segments.

The Organjized Reminiscer, with a more extensive social
network, mav be a more valuable source of information
tc the selier, however, if word-of-mouth is a valuable
gource of information. The Uninvolved have less poten-
tial of information diffusion to peers due te their low
social participation. The lack of personal communica-
tion found in this study, however, brings into question
the value of word-of-mcuth communications.

In communicating to the various elderly segments, their
sheopping practices should be considered, Another re=-
levant aspect is that of designing programs to educate
elderly segments especially lacking in good shopping
habits, i.e. planning, price consciousness, information
gathering and usage, etc... While some groups do ap-
pear to be more efficient and knowledgeable shoppers,
the product information of the elderly appears to be
low overall from the results of this study implying a
need for such educational efforts.

Future research needs to examine specific patterns of
information usage by the elderly, males and females,

given the low level of usage reported by the males in
this study. Sources used, and usage patterns within

those gources, would provide valuable {anformation in

communicating with the various segments.
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ABSTRACT

CONSUMER GEOGRAPHIC MOBILITY [N AN URBAN ENVIRONMENT:
IMPACT ON MARKETPLACE BEHAVIOR

Jonn Joseph Gottke, Oregon State University, Corvallis

The rate of U.S5. geograghic mobility has declined in
recant years, %o 17% or less, from a once very stable
annual level of 20%. This decline is attributed to
1ife-style, economic, and employer policy variables.
These contemporary forces are fostering the emergence
of tnree alternate mobility/non-mobility groups, or
segments, namely renovators, and inter-urban (or long
distance) and intra-urban (or short distance)
mobiles. These three (3) emerdent groups of
homeowning househalds were studfied from a marketing
perspective which focused on the contemporary
framework of the declining annual geographic mobility
rates, Utilizing public records in an metropelitan
Ohio area, respondent households were selected and
mailea questionnaires which investigated such post-
move or post-renavation marketplace activities as
actual and planned purchases as well as changes in
and retail patronage patterns,

Specifically, a total of sixteen (16} hypotheses,
regarding the post-mobility and post-renovation
marketplace activities, were formulated and tested
against null hypotheses. Four (4) of these involved
testing ta determine whether differences existed
across all three (3) samples in the following types
of marketplace activities: one, actual and planned
purchases in eight (8) product categories; two, just
actual purchases in the same eight (8) categories;
three, just planned purchases in the same eight {8)
categories; four, retail patronage patterns in
fifteen {15) classifications., Additignally, there
were three (3) pairwise tests--renovators/intra-urban
mebiles, renovators/intra-urban, inter-urban/intra-
urban mobiles--for each of the four (4) types of
marketplace activities. This resulted in twelve (12)
additional hypotheses, and a total of sixteen (l6).

The eignt (8) product categories were mainly durable
goods and six of these had been studied by Andreasen
{1364) in an urban study of long distance mobiles.
The Andreasen study concluded that these inter-urban
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mabiles were a viable market segment which engdged in
considerapie post-move actual and planned product
purchases. Many of the fifteen (15} retail
classifications had been researched by J.E. Bell
{1969) and McWilliams (1978) in two other marketing
studies of inter-urban mobiles. Both of these

researchers expanded upon Andreasen's market segment

theary Dy adding “"patronage flux" to the inter-urban
mobiles' marketplace activities.

The current study provides an update on Andreasan's,
J.E, Bell's, and McWilliams' inter-urban mobility
research and also an examination of whether similar
marketptace behavior results among intra-urban
mobiles and renovators. By means of discriminant
analyses, eleven (11} of the sixteen {16) null
hypotheses were rejected, This indicates that among
the sampled homeowning households there area
considerable post-decision differences across the
three {3) groups, as well as in many of the paired
comparisons. Indeed, all four (4) post-decision
marketplace activities null hypotheses (actual and
planned purchases; just actual purchases; just
planned purchases; and retail patronage changes),
which were tested across all the samples were
rejected,

The current findings indicate that inter-urban
mobiles continue to represent a viable market segment
for selected product marketers and retailers, just as
Andreasen, J. E. Bell, and McWilliams had earlier
reported. However, the current findings also
i1lustrate that intra-urban mobiles and renovators
might also provide opportunities for marketers.
Thus, while for all three (3) groups, contemporary
strategic implications are discussed, the current
study serves as a means of reminding marketers of the
earlier inter-urban mobility implications as well.

{The references are included in the complete paper, a
copy of which can be obtained from the author.)



THE EMERGING DISCIPLINE OF DIRECT MARKETING

William A, Cohen, California State Lniversity, Los Angeles

Jirect marketing as a specific marketing discipline is
growing explosively and outstripping other forms of

marketing. A recent advertisement for Advertising ige
stated: "In contrast to the rest of the economy, di-

rect marketers could double their amnual sales in the
next five vears.'" Annual sales figures for direct
marketing have been quoted as high as $160 billion for
1983 with growth rates as high as 12-14% per vear
(Hoke 1983; Cohen 1983), As additiomal evidence of
this growth, the University of Missouri~--Kansas Citw
was recently awarded a grant totalling more than a
half millicn dollars by the Direct Marketing Founda-
tion, a division of the Direct Marketing Association,
the largest trade association im the industry, to es-
tablish the first academic center for direct marketing,
to teach both undergraduate and graduate direct mar-
keting courses, to do research in the field, and to
perform other activities which encourage the develop-
ment of direct marketing. Finally, the first two text-
becoks in direct marketing were published in 1983, both
by major textbook publishers: Elements of Direct
Marketing by Martin Baier was published by McGraw-Hill
while Direct Response Marketing by William A. Cohen
was published by John Wiley and Sons.

But though direct marketing is growing, it is a fact
that direct marketing experts themselves do not agree
on the definition of the term "direct marketing", what
it should include, and even whether this is the best
description to describe the type of marketing activi-
tlies that are performed.

Baler, Hoke, and Stone developed the chart in Figure I
to explain direct marketing. Their definition is, "an
interactive system of marketing which uses one or more
advertising media to effect a measurable response
and/or transaction at any location."” (Baier, Hoke, and
Stone 1982).

However, there is not common agreement on this defini-
tion. Many practitioners in the field take issue with
the model shown in Figure I, and the accompanying de-
finition in that face~to-face selling and in-store re-
tailing are included, while mail order, the original
source of the concept of direct marketing seems to
have been given reduced emphasis. Meanwhile some aca-
demics prefer such terms as "In-House Shopping"
(Gillett 1976) or '"Direct Response Marketing" (Cohen
1983). This issue is not primarily between practi-
tioners and direct marketing academics (of which there
are currently relatively few), but rather between
practitioners and practitiomers. For example, in a
recent article in Direct Marketing in which thia issue
was aired, "I believe it would be wise for us to fol~-
low the advice of Les Wunderman in his sage observa-
tion that 'direct marketing is evolving and, there-
fore, the definition will continue to evolve.'" (De
Lay 1983). In the same magazine Baier by implication
equated "direct marketing" with marketing in all forms
{Baier 1983},

such as "mail order” seem to have been
crawn Into this controversy. Mail order has been de-
fined varicusly as including all items ordered by mail
{Cohen [983), "the sale of products by means of a cat-
alug or direct mail package™ (Ctis 1979), or as inclu-
ding not only mail but telephone and any interactive
medium (Baier, Heke, and Stone 1982).

Even older rerm
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Oely in the term ''direct mail” and "direct response ad-
vertising,” does there appear to be agreement. Direct
mall is defined as a means of solicitation made through
the mail direct te the consumer or inustrial buyer re-
gardless of how the order 1s achieved. Direct response
advertising refars to advertising which results in a
measurable response in anv form including order, in-
quiring, or questionnaire answer.

WHY DIRECT MARKETING IS GROWING

Direct marketing experts have identified numerous the-
cretical reasons as to the unusual growth of this
field.

1. Convenilence

An argumentz for the convenlence of direct marketing,
ar at least in-home direct marketing can be sustained
tv research. BetCer Homes and Garden magazine which
carries a considerable amount of mail order advertis-
ing conducts an annual survey of its readership which
includes reasons for purchasing by mail. Convenience
was listed as a reason by 49,37 of the respondents in
one survey (Cohen 1982). Another study found a posi-
tive relationship between in-home buying and ownership
of a multiple of convenience items such as credit and
charge cards, telephones, automobiles, newspapers and
shelter magazines (Gillett [970). The alternative to
purchases through direct marketing are conventional
retail outlets with parking problems, c¢rowds and
clerks. While clerks would appear to be an asset for
conventional retailing, the clerk who does not know
his product or does not take the time to explain it to
a potential customer must be compared with comprehen=~
silve material explaining the product available to the
potential customer in his home through direct markect~
ing methods.

2. The Advent of Credit Cards

The availability of credit cards has made direct mar-
keting purchases easier, allowed for an easy method of
credit for high ticket items and permitted expedited
purchases through telephone order. Also, because cash
is not required as prior to c¢redit card availabilicy,

the perceived risk of in-home purchase is probably re-

duced, In addition credit card purchases have reduced
the risk of bad checks and credit purchases to the
marketer. This has always been a significant facror
to the direct marketer who has sometimes allotted 5%
of the product price for bad checks in planning his
campaign and who may have received on the average only
607 of the total price of a product pald fer om an in-
stallment plan.

3. Technological Advances

Technological advances have played a significant part
in the growth of direct marketing. The development of
computer with increased ability to store information
such as mailing lists and personalize direct mail with
names have decreased the per unit cost of sales. The
uyse of WATS numbers, robots for telephone sales and
inquiries and interactive television and computers
have increased the media available for making a sale,
make responding easier, and reduced costs.

4. Changing Life Styles

Wwith women holding down 50% of the jobs in the United
States and more than 50% methers working outside the
home there is much less time for conventional shopping
The energy crisis has also probably plaved its part in
this change.

With family or recreational driving down 5

as wmuch as 30L since 1973 and fuel costs up as much
150% since than, there are less oppertunities for con-
ventional retail purchases and probably less oppertu-
nicv for impulse purchase of some items.

5. The Cost of Personal Selling

As the cost of "cold calls” climbs to $200 or more per
call, there is greater interest in reducing the cost
of sales through prequalification of sales leads by
direct marketing, especially using direct mail methods.
One rookie salesperson become top salesperson for a
major office copier manufacturer through use aof a
direct mail campaign followed up by telephone in place
of the traditicnal cold call (Bakota 1981).

DIRECT MARKETING STRATEGLC VARIABLES

Different writers in direct marketing have listed dif-
ferent contrellable variables. For example, one
writer lists on}y three: wmedia, proposition and
copy/layout of the ad (Simon 1981). Another lists
four: product, offer, media and creative strategy
(Nash 1982). And yet another lists six: product or

service, media, offer, format, tests, and analyses
(Stone 1979).

In keeping with a concept with which marketing educa-
tors are familiar, instead of the "4 P's," the strate-
gic variables in direct marketing can be represented
by the "3 M's." These are message, merchandising and
media. The message is the creative variable and in-
cludes the copy, the graphics and the layout of the
advertisement.

Merchandising incorporates the product, the price and
how the two are presented to the potential customer or
an cffer. For example, one can offer:

2 widgets for $1.00

1 widget for $1.00 and the second free
1 widget for 9%¢ and the second l¢

or 2 widgets at 50¢ each

While all offers result in the customer receiving two
units of product for $1.00, depending om the product,
the target market, the price and the environmental
variables of the situation, differences in respouse
have varied depending on the offer by 40% or more
(Stone 1979).

‘The final "M" stands for medium. This refers both to
the choice of the type of medium for the advertisement
such as magazines, television, or direct mail and the
preclse medium: a specific magazine list, or tele-
vision programming spot.

Variocus experts have expressed opinions as to the re-
lative worth of each element of the direct marketing
mix. One says that the relative merit of each should
be considered equal until testing, although primary
importance is given to the product (Simon 1981). An-
other tends to place less emphasis on the message and
more on another element, particularly the media
(Gosden 1979). It is sigmificant that in no case has
empirical research confirmed or disconfirmed relative
importances of any of the direct marketing strategic
variables. In fact, regarding research, the Direct
Marketing Foundation has listed the following areas in
which it feels direct marketing research is lacking:

Evaluation of Segmentaricn Techniques

Direct Marketing Package Testing

Seasonality--Is it real or created by heavy
mailings?



st vs 3rd Class Deliverability

Consumer Profiles—-Direct mail respondents vs
non-trespondents

The Effect of Support Advertising on Direct
Marketing

Mailbox Management-~Consumer case studles of
behavior/buying habits

Lead CGeneration--How effectively is direct
marketing used?

The Promotional Value of Direct Marketing

Cata Bases and Direct Marketing

Strategic Planning Methoeds Technoloegy

New Product Development

Response Rates—-How are they affected by mailing
variables?

Deliverability by Geographic Location

Response Rates by Media and Product Offered

The Effect of Image on Direct Marketing

A Profile of the Direct Marketing Department (by
induscry)

Mailroom Practices

Interactive Cable——Applications

The Effect of Direct Marketing on Store Traffic

Business/Industrial Direct Marketing

Use of Premiums in Direct Marketing

Advances/Applications of Priating

Fund Raising--Methods to Up Response

In summary while the direct marketing area of marketing
is ¢ontinuing to experience considerable growth, and
academics and students are being attracted to the dis-
cipline, there is uncertainty as to several basic de-
finitions and what they should encompass; the relative
‘importance of the direct marketing strateglc variables
have not been fully explored and much important re-—
seach 1s just beginning. Accordingly, significant
challenges exist for both the academic educator and
researcher in developing this important subset of
marketCing.
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EVOLVING RETAIL FORMS:

PROFILE QF SWAP MEET SELLERS

Nabil Y, Razzouk, California State College, San Bernardinc
David Gourley, College of Business Administrartion, Tempe

ABSTRACT

The economy of stagflation that we have witnessed dur-
ing the past decade has increased significantly the
consumers' interest {n patronizing nonconventional
retailing institutions such as swap meets, garage
sales, used-products ocutlets and the like. Earlier
research has investigated these forms of retalling
‘ram the shoppers' perspective, This study, however,
fccuses on the swap meet sellers, their profile and
tneir reasons for participating in the swap meets.

INTRODUCTION

The spiraling inflation of the 19708 and the resultant
budget squeeze have driven many consumers into a waste
minimizing 1ife style and a more utilitarian approach
te consumption (Berry, 1879). These trends and re-
lated cthers have been responsible for the emergence
and growth of new forms of retailing and distribution
channels which cater more specifically to the needs

of the growing low-income consumer segment. A recent
report (Wall Street Journal, August 1982) estimates
that in 1981 alane the Intermal Revenue Service has
lost around $26.2 billion In taxes because income

from sources such as garage sales, swap meets, flea
markets, and exchange clubs was not reported.

These emerging "underground" institutions capitalize
on the shoppers' diminishing concern with brand and
store loyalty, and their desire to maximize their eco-
nomic utility (Razzouk and Gourley 1980, 1982). Con-
sumers whe may have formerly visited a department
store or a discount store inm search of household goods,
do not hesitate to investigate a garage sale, swap
meet or even a used product cutlet where such goods
are usually sold at bargain prices (Dovel and Healey,
1977, Rieken, Yavas and Bettle, 1978). Similarly,
consumers who may have formerly disposed of unwanted
products by throwing them away or giving them away to
charities, family or friends, now take advanrage of
the resale qpportunities made possible through those
non-traditional retail and distribution centers (Conn,
1978, Razzouk and Corbet, 1982).

Consumer creativity and innovations in the market
place apparently have not captured the interest and
liking of marketing academics. A review of related
literature reveals only a hand full of arcticles and
studles dealing with the emerging non-conventional
forms of retalling (Dovel and Healy, 1977, Rieken,
Yavas and Bettle, 1978, Yavas and Rieken, 1981,
Razzouk and Gourley, 1981, 1982, and Razzouk and
Corbet, 1982).

Recognizing the academics' pre-gccupation with tradi-
rion, Ketler (1982}, in a keynote address to the
sational Marketing Educators challenged the group to
rid themselves of tradition-myopia and turn some of
their attention toc the study of the uncemmon and the
non-conventional . More specifically, he urged thart
nore actencion be given to emerging forms of retailing
which service the poor and disadvantaged.

The purpese of rthis studv is to further explore the
Aature of swap meets as retalling institutions tor
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the low-income consumers; more specificallv, the re-
search seeks to develop a profile of swap meet sellers
and identify their motives for patronizing this non-
conventional retail institution.

Present Study and Methodclogy.

The primary purpese ¢f this research was to develeop a
demcgraphic profile of the sellers and to assess the
nature and degree of their invglvement in this non-
traditional form of retailing.

Data for the study was sought from a sample of 100
gellers at three meets in the Phoenix metropolitan
area. The gellers were selected in a systematic random
manner, with interviewers calling on every third eccu-
pied selling space Iin each market. The interviewers
were instructed to visit each selected lot and conduct
a gtructured interview with the major seller. Of the
total 100 selected selling spaces, eleven spaces Were
uncccupied on the days when the interviews were con-
ducted and twelve sellers refused to participate or
could not participate because of the shoppers traffic.
Accordingly, seventy-seven interviews were completed
and thus were Included in the analysis.

The Findings

A total of 77 sellers were interviewed at the three
gwap meets and of those, 48 percent were females and
52 percent were male sellers, The large number of
female sellers reported may indicate that swap meet
selling is not necessarily a male dominant business
activity.

Table 1 shows the age distribution for the sample of
sellers, and area population as reported in Inside
Phoenix 1981. All age categories were represented
among the sellers, However, the majority (55 percent)
were 50 years and over. This figure is way above the
41 .6 percent of the metropelitan Phoenix population who
fall into this age category. This obvious over-repre-
gentation of the 50 and above sellers may well be at-
tributed to established retirement communities in the
Phoanix metropolitan area. Such individuals may find
in a swap meet an answer to their needs for exrra in-
come, fun and socialization.

Sellers represented a variety of ethnic groups. 90.9
percent of the sellers were Caucasian whites, followed
by 6.5 percent Hispanics and 2.6 perceut black and
other minority groups. These figures compared clesely
with those reported for shoppers by Razzouk and
Gourley (1982). However, we should note that Hispan-
ics, blacks, and other minorities were under-repre-
sented ameng both the sellers and the shoppers com-
pared to their relative representativeness in the

area population. Somehow, the swap meets are not at-
tracting as many minority shoppers and sellers as one
may expect. ’

Close to 55 percent of the sellers reported annual
household income of less than $10,000, compared to A0
percent of the merropolitan Phoenix population who re-
ported such income.

Table 2 shows an overall skewed distribution cof income



rer the swap meat sellers, The relatively high fre-
quency of low income reported reaffirms the wvalue of
swap meets as a source of supplementarv income for the
sellers.

The education level of the sellers did not differ sig-
nificantly from the metropotican population. Over
fortv-twe percent of the sellers have completed at
least gne vear of college and 28.9 percent have grad-
uvated frem high school., Singe poverty is usually as-
sociated with low levels of education (Andreasen,
1973), it would be difficult to arctach such a label

tc the sellers on the basis of their level of
education.

Sevencv-five percent of the sellers were married and
the same proporticn reported having childrem. Slight-
1» over one-fourth (23.9 percent) reported having only
one child, 29.7 percent indicated having 2 children

ir the household and the remaining 44.4 percent had

3 or more children. The relatively large size of the
seller's household may be responsible at least par-
tiallvy for the budget squeeze experience by the sel-
lers. The size of the household coupled with a rel-
atively low household income may explain the sellers
participation in swap meet selling. Also, the fact
that 61.8 percent reported living in a house as op=-
posed to an apartment, mobile home or a trailer, would
accentuate the financial needs of this population seg-
ment. The respcndents' occupations may reaffirm the
relative financial disadvantages which they face.
Close tc 32 percent reported being retired, 19.2 per-
cent were in retailing, 17.8 percent were housewives
and the remaining reported other occupations such as
service, construction, government and students.

Selling Patterns

The majority of the respondents (93.5 percent) indi-
cated on the day of the interview that they have sold
at a swap meet before. Of these, 58 percent had alsc
sold at one or more of the other local swap meets,

In addition, of those who were not first timers, 43
percent had sold ar a swap meet six or more times in
the past four weeks. These figures indicate the reg-
ularity of the sellers participation in swap meet
selling as expressed by more than one seller: "We are
regulars here . . . almost every weekend."

When asked about the scurce of their merchandise, the
sellers reported a variety of sources. Almost one-
fourth (22.4 percent) indicated selling their own per-
sonal property, 21.7 parcent said their merchandise
was aither homemade or handmade, and 17.1 percent
stated that their merchandise came from other peoples’
garage or vard sales., An additional 14.5 percent in-
dicated buying their goods from wholesalers and dis-
tributors, and only 3.9 percent claimed theilr goods
came from thelr own steres, The remaining 21.1 per-
cent reported a variety of other sources. It is dif-
ficulr to assess the quality or value of stolen mer-
chandise which is sold at these swap meets, As ex-
pected, none of the sellers admitted trading with

such merchandise.

Further questioning on the condition of the gcods
sold at swap meets indicates that the bulk of these
goods are used or second-hand. When probed further,
manv sellers reported spending two or three weekdays
snopping at garage sales and reviewing the Penny-
saver--a local weeklv advertising publication—-in
search of merchandise for sale at the swap meets. In
fact, over 35 percent reported reading the Pennysaver
every weex in search of bargains.

Why do sellers participate in selling at swap meets?

he majority of the respondents, 31.7 percent, selected
"extra income” as the maln reason for selling at swap
meets. Approximately 32 percent participate to have
fun, pass time, keep busy, watch people, and less than
10 percent utilize swap meet selling as a means for
digpesing of unwanted extra items. Oniv 7.0 percent
reported selling at swap meets as a necessity for sur-
vival, however, when this figure is combined with the
31.7 percent who seek "extra income,'" it clearly high-
lights the economic motives of the sellers, Swap
meets appear to be a definite source of needed revenues
and socialization. But how much revenues are earned
by a typical swap meet seller? When asked about the
average daily sales at swap meets, 16.9 percent of the
respondents refused to provide this information. Of
those who did respond, exactly 50 percent reported
daily sales under $50. This low figure may be attrib-
uted to the large proportion cf respondents selling
used merchandise at relatively low prices or to the
seller's concern cver possible taxation. Of the re-
maining respondents, 28.1 cited an amount of $50--~
$99, 12.5 percent make $100--5199, and 9.4 percent
report earnings over $200.

And finally, this section concludes with a description
of the types of merchandise being sold at swap meets
(Table 3). This information was acquired through
observation, and therefore, it is based on the inter-
viewer's best judgment. Jewelry, clathes and home
furnishings led the way with several other categories
represented. In fact, a variety of over 48 different
product categories was observed being sold at the
three swap meets. This wide assortment of goods was
well recognized and appreciated by the shoppers.

Summary and Implications

The findings reported imn this research show the zypical
seller in a swap meet as a low-income white male or
female who participates in swap meet selling primarily
to gain some extra income and have a fun experience.

The high level of unemployment due to retirement, cou-—
pled with a large size household, make swap meets vi-
able cutdoor business ventures for those who feel the
pinch of a budget squeeze.

Swap meets, like their predecessor the trading posts,
provide sellers and shoppers an opportunity to max—
imize their economic utility in a warm and frieandly
outdoor enviromment. The fact that many sellers keep
coming back in spite of the relatively low level of
sales i3 a good indicator that fun and sccialization
are also of valye to these individuals. Several re-
apondents indicated their satisfaction with the over—
all selling experlence at swap meets even if they
were not making any sales. This expressed interest
in socialization and having a good time accentuates
the value of swap meets as social vents and recreatiom
opportunities which this particular group needed and
looked forward to participate in almost on a weekly
basis.

Robot Technology and other advances in computor appli-
catious to marketing tend te limit the prospects for
consumer socialization at work or in the market place.
Direct markering and releshoppers may further limit
the prospects for consumer socialization. Swap meets,
and garage sales, however, provide greater opportu-
nities for socialization and recreatrion while at the
same time maximizing economic ucilities bv selling

or shopping at these markets.

Swap meets are not without disadvantages. Law enforce-
ment personnel aften link swap meets to increased

24 levels of crime, especially break-ins and robberies.



individuals selling aprliances of anv kind in a swap
meet are required bv law te report the serial numbers
2f the items thev sell. Whether or not all the sell-
ers complv with the law is hard to tell. However, the
hign percentage of regulars (weekly participants) in-
dicates the established nature of these sellers, It
is unlikelv that somecomne selling stolen merchandise
would end up renting the same space week after week.
The Zew existing regulations of swap meet selling may
shifc the trading of hot items to garage sales which
face no regulacicns.

The economics of stagflation, the new demographics,
and continued governmen:t nen-interference would un-
doubtedly cause swap meets and similar non-traditional
retail inscitutions to gain greater acceptance, As
greater portions of the population fall back inte pov-
erty, swap meets, garage sales, and used-product out-
lets will be c¢called on to provide consumer services
not available through conventional retail outlets.

In conclusion, the researchers call on marketing pro-
fessionals and public policy makers to recognize the
legicimacy of swap meets and their value as orderly
social vents and providers of econmomic utility. We
urge that future discussions of retailing would rec-
ognize innovatiecn and adaptability and make an honor-
able mention of the uncommeu. This scudy was explor-
atory in nature and scope; future research should
further investigate the proposed benefits of swap
meets as a social vent and as retail institutions ser-
vicing the poor or disadvantaged consumers.

TABLE 1

Age Distribution of Swap Meet Sellera

Age Group Sellers Phoenix Population

Under 25 13.5 % 17.4 %

25-34 12.2 % 21.5 %

315-49 17.5 % 19.5 %

50-64 41.9 7 25.4 %

65 and Over 14.9 7% 16.2 X
iO0.0 Z 100.0 %

Source: Inside Phoenix 1982, adjusted to exclude

individuals under 18.

TABLE 2

Annual Household Tncome of

Swap Meet Sellers

Income Sellers Phoenix Population
Under $5,000 27.4 % 13.0 %
$5,000-59,999 37.1 % ' 27.0 %
$10,000-514,999 19.5 % 18.0 *
§15,000-$24,999 8.0 % 23.¢ %
$25,000-534,999 3.2 % 13.¢ %
$35,000 or more 4,8 7 6.0 %

100.0 % 100.0 X
Source: Inside Phoenix, 1982.
TABLE 3
Types of Merchandise Sold at Swap Meets

Category Percentage of Obgervations
Jewelry 20.6
Clothing 14.9
Arts & Decorations 12.8
Books & Novelties 9.2
Appliances 8.8
Tools 5.8
Auto Parts 4.9
Home Furnishings 4.8
Sports Equipment & Supplies 3.4
Home Repalr Supplies 3.2
Plants 2.4
Toys 2.0
Food & Drinks 1.8
Services 1.3
Antiques .5

Total 100.0



REFERENCES

Andreasen, alan (1982), "Disadvantaged Hispanic Con-
sumers: A Research Perspective and Agenda,"” The
Jeurnal of Consumer Affairs, Vel., 16, No. 1,
(Summer) .

Zerrv, Leonard (1979}, "Changing Consumer to Alter
Market Place Greatly," Markering News, Vol. XIII,
No. 1, (July 13).

Conn, David (1978), Factors Affecting Product Life
Time: A Study in Support of Policy Development for
Waste Production, Los Angeles: University of Cali-
fornia, (June).

Dovel, D. T. and F. D. Healey (1977), "The Garage
Sale. A Yew Retailing Phencmenon?” In Proceedings:
Sourthern Marketing Assocfation 1977 Conference, H. W
Nash and D. P. Robin, eds., Southern Marketing As-
sociation, 164=167.

Inside Phoenix (1981), Phoenix, Az., Phoenix News-
papers, Inc.

Kotler, Phillip (1982), "Future Challenges of Mar-
keting,'" A Keynote Address to the AMA National
Marketing Educators Conference, Chicago, Illinois,
(August),

La Tour, Kathy (1981), "A Day At a Flea Market,'" The
American Way, (September}, 108-109.

Razzouk, Nabil and Corbet Caulden (1982), "Consumer
Cheice of Information Processing Strategies in
Dispogition Decisions™ in Developments in Marketing
Research, Vol. V. eds, V, Kothain et al., Academy
of Marketing Science, 124-128,

Razzouk, Nabil and David Gourley (1982), "Swap Meets:
A Profile of Shoppers,’ Arizona Busimess, Vol. 29,
No. 2, (February/March), 8-]2.

Razzouk, Nabil and David Gourley (1981), "Swap Meets
For Fun and Profit: The Retailing Institution of
the 1980's," in Develgopments in Marketing Science,
Vol, IV, eds., Venkata Krishna Bellur, et al,, Aca-
demy of Marketing Science, 9=-13.

Rieken, G., U. Yevas and C. Bettle (1978), "Pre-owned
Merchandise Buying: A Neglected Retailing Phenom-
enon," in Developments in Marketing Sclence, Vol. II,
eds., H. S5, Aitlow and E. W. Wheatley, Academy of
Marketring Science, 58-61.

Stern, Louis W, and A. El Ansary (1982), Marketing
Channels, 2nd ed., Englewood Cliftom, N. J.:
Prentice-Hali, Inc.

Swap Meer USA (i982), 'New Flea Market Directory,”
Grover City, California, (Summer-Fall).

L. 8. Census Report {1982), U. $. Census Bureau,
Washington, D,C., {(November).

Yavas, ygur and Glen Recken (1981), 'Heavy, Medium,
Light Shoppers and Yonshoppers of a Used Merchan-
éise Quclet," Journal of Business Research, Vol. 9,
243=-2313,

wall Streer Journal (1982), "Flea Markets Prosper in
Hard-hir Regions as Sellers Tag to Get Cash and
Skip Taxes," Vol. CVIIL, %No. 38, (August 24}, 31.

26



ABSTRACT

SIX MAJOR 'AYS IN WHICH FRANCEISING WILL CHANGE BY 1990

Bruce J. Walker, Arizona State University

BACKGROUND

In the past twenty vears, franchising has grown to
become a significant, mature, and well-accepted
method by which an entrepreneur can either expand
and control a network of businesses or can own and
operate one or more units of a business organiza-
tien. Despite its current magnitude, the course
of franchising over the past rwentv vears has been
quite volatile. After rapid growth in the early
and mid-1960s, both a shake-cut and government
regulaticon ensued.

Given its current magnitude and past volatility,
questions naturally arise as to the future of
franchising. A survey was designed to forecast the
future course of franchising.

METHODS

The population for the survey was senicr-level
executives (not franchisees) within U.S.-based
franchise organizations. A total of 1,013 fran-
chise organizations were included in the survey.

The data-collection method involved a "quasi-Delphi"
technique. A total of 180 executives supplied
usable first-round questiounaires. There were 157
usable responses in the second round of the survey.

FINDINGS

Some of the findings pointed to substantial growth
in franchising, which is not surprising given
franchising's recent history and the composition of
the sample. Rather than detailing these growth
predictions, the focus in this paper is on six
diverse changes in franchising's future scope,
structure, and operations that should occur by 19%0:

1. Several product areas will become increasingly
significant in terms of the proportion of that
good or service sold through franchises and/or
the proportion of total fraanchise revenues
accounted for by that product. Mentioned most
frequentlv were: 1)} computer/electronics stores;
2) services industries (in general); 3} pro-~
fessional services {(e.g., law, advertising);
4) health-relared services; and 5) specialty
fast Ioods.

2. New franchises will be drawn from somewhat

different groups than present franchises were.

Tranchise executives foresee a marked jump in

tke proportion of franchises owned sclely by

women, with this prepertion reaching 16% in

1990, and bv racial minorities, with the pro-

sorticn avprecaching 8% in 1990,

The structure of franchising will be different

in two diverse respects. Specifically, the

oroportion of total franchise sales accounted
for kv the business—-format tvpe of franchise

[ee)

(in contrast to the product and tradename tvpe)
is forecast to grow, reaching 32% of tctal sales
in 1990. Furthermore, the concentration of total
franchise sales is forecast to decrease by 1990.
The executives expected a 4.5% annual decrease

in the proportion of franchising companies that
cellectively account for 50% of total franchise
sales.

4, Franchising will be more regulated in 1990. About
80% of the franchise executives pointed to more
regulation {via legislation and/or government
agencies} in 1990. Furthermore, the executives
expect a sizable jump in the number of states with
franchise-related laws.

5. Franchise offerings and operations will be more
standardized in 1990, According to the execu-
tives, reasons for this trend include: standard-
ization has been a kev ingredient in numerous
franchising successes, and government regulation,
especially involving the FDA, is expected ta
increase.

6. Franchigor-franchisee relationships will be more
characterized by formal organizations and proce-
dures. The majority of respondents forecast that
there will be more intraorganizational franchisee
advisory councils, more independent franchisee
asscclations (representing franchisees in either
a g9ingle system or multiple systems), and that
arbitration will be used to settle franchisor-
franchisee disputes more often in 1990,

CONCLUSIONS AND RECOMMENDATICNS

The remainder of rhe 1980's might be characterized as
the maturity stage of franchising's life cycle. The
numbers of franchises and franchisees in preduct
areas in which franchisipng has been used probably
will continue to grow but at a much slower pace.
Higher growth rates and greater risks are likely to
characterize product areas in which franchising is
comparatively new.

The most significant implications for franchisors are
quite similar: 1If they are operating in an estab=-
lished area of franchising, they must be prepared to
compete for a share of a "pile" that is no longer
growing rapidlv and they mav want to louk to new
areas of franchising if thev seek greater growth
rates and potentially higher rates of return. If
franchisors and franchisees are operating in a new
area of franchising, they will have the opportunity
to innovate and profit but also must prepare them-
seives for the shakeout that is likelv r¢ accur as
the numbers of franchise cfferings and units exceed
the potential demand in the marketplace.



UNDERGRADUATE EDUCATION FOR CAREERS IN SALES

Steven D, Thrasher, Ph.D., Pacific Lutheran University, Tacoma, Washington
David E. McNabb, Ph.D., Pacific Lutheran University, Tacoms, Washington

ABSTRACT

This paper discusses the raticnale for a college
business program designed to educate students entering
careers in sales. It identifies some of the skilis
and knowledge that students completing the program
should attain. The nature of the sales task has
changed to make it increasingly important for students
to develop competencies not only in oral/written pre-
sentation, but alsoc in time management, sales
forecasting, negoetiation, listening and financial
interpretation. Suggestions are given on how to en-
courage these skills in the c¢lassroom.

WHAT IS SELLING?
Welech and Lapp (1983) define personal selling as "a
prccess of informing customers and persuading them to
purchase products and services they need, can pay for,
and/or want through personal interactiom in an ex-
change situazien.”

Mauser (1977) defines selling as the "process of in-
ducing and assisting a prospective customer to buy
goods or services or to act favorably on an idea that
has commercial significance for the seller."

Russell, Beach and Buskirk (1974) define selling as
"the art of persuading another person (or persons) to
do semething you want them to do when you do not have,
or do not care to exert, the direct power to force
them to do it.”

The apparent common denominator of such definitiona
geems to be the act of persuading other human beings
to behave in a desired way. To persuade means to pre-
vail ou a perscn to do something, as by advising,
urging, etc. Synonyms include: influence, move,
entice, impel, induce and convince. The salesperson's
responsibility, then, is to help buyers recognize that
what they are being offered meets their stated or un-
stated needs.

WHY EDUCATION IN SALES?

Courses of undergraduate instruction in marketing are
available tc students at a great number of colleges
and universities, Also, two-year programs in business
administration and/or business management are avail-
able at most community colleges. However, few of
these programs provide a comprehensive educational
program whose primary purpose is to help students gain
the skills and knowledge necessary for entry-level
sales positions. Existing marketing and business pro-
grams are usually designed to prepare students to

become business managers, not prefessional salespeople.

At most, one or two broad-brush courses are cffered,
desigred to give the prospective business manager a
brief familiarity with the sales function, as part of
the marketing function.

According to Laczniak and Murphy (1979), the business
student is offered a course in sales management at
about 69% of undergraduate schools and a course in
personal selling at about 44% of these schools.
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Seldom are either required courses. Hise (1975) noted
slightly lower figures of 39% for sales force manage-
ment’ and 39% for personal selling. He also cbserved

a trend for some schools to incorporate personal sell-
ing concepts, along with advertising and sales
proemction concepts, inte a promotional strategy course.
It is likely, then, that a considerable portion of
undergraduate business majors graduate without much
more than a brief nod of acknowledgement to sales zon-
cepts and skills. Further, very few programs include
work experience, or “hands—on" practice of selling
skills.

At the same time that the majority of business programs
have given selling skills low priority in their
curricuia, numerocus observers have called for business
schools to be more responsive to the need to provide
students with these skills., Knight (1978) calls for
both certificate and degree programs which combine
sales skills and behavioral science concepts to lead to
better qualified entry-level sales personnel. Coyle
(1975) conducted a study asking both marketing execu-
tives and raecent marketing graduates to identify the
tasks most important to the performance of newly grad-
uvated college marketing students. Each group mentiomed
twoe selling related tasks as most vital: wmarketing
executives mentioned 1) "skill in consummating a sale"
and 2) "overcoming sales objections,” as did the re-
cent graduate group but in reverse order. As an
outgrowth of his findings, Coyle recommended making
gsalesmanship a mandatory course in the marketing
curriculum.

Russell, Beach and Buskirk (1974} note that a speaker
at an annyal meeting of the American Marketing Associ-
atlon severely criticized marketing educators at most
colleges and universities, including community
colleges, for not providing their students with the
skills most needed for their business careers; these
skills were gelling skills.

Apparently, some of the nation's business schools are
swingling to provide instruction tailored more to fit
the experiences of the real world (Business Week 197%).
Mandt (1982) comments chat business education of this
sort encourages specializaciocn and premature career
commitments, but he also reports that graduates wish
they had become more proficient at communication and
human relations, Certainly a more practical approach,
including selling skills, offers a chance at correcting
these perceived deficiencies in the relarively low-risk
setting of the classroom.

JOB OUTLOOK FOR SALES CAREERS

The 1973-74 edition of the United States Department of
Labor's Occupational Outleok Handbeok reported that
about 3.4 million people were emploved in sales occapa-
tions in 1972. According to the 1982-83 edirion of
this same source, that number had grown to 6.8 millien
by 1980. For example, selected marketing and sales
occupations in 1980 included: Retail trade sales
worker, 3,347,000; Cashier, 1,592,000; Wholesale trade
sales worker, 1,085,000; Store manager, 962,000;




Manufacturer's saies worker, 437,000; Insurance sales
agent, 327,000; Wholesaler, 248,000; Securities sales
agent, 63,000; Travel agent and accommodation appraiser
32,000; and Automobile parts department manager,
47,000. Sales occupations are expected to increase by
another 19 to 28 percent during the decade of the
1980s, to reach as high as 8.8 million in 199Q.

As the number of salespersons emploved increases, so
will the number of sales supervisory jobs, further
adding to the number of opportunities for community
college and four year degree imnstitution graduates.

Is there a need now for an educatiomal program to
educate people for sales careers? COne quick glance

at a weekend edirion of a local newspaper would
indicate that there is. For example, the classified
section of a Sunday edition of the Seattle Times
listed at least 195 specific sales openings. In no
other single occupational category did job listings
even come ¢lose to this number. Further, not all
available job cpportunities in sales are listed in

the metropolitan daily newspaper classified section,
Many more positions may be found listed at State
employment services, in weekly newspapers and at
commercial employment agencies. Still other job open-
ings are not listed anywhere, but are available when

a qualified, trained perscm walks in to apply for work

Will employers hire graduates of an educational pro-
gram for salespersons? Most sources indicate that
not only will they do so, but will do so on a pref-
erential basis, primarily because trained sales
personnel are more productive, Bender {(1971) states
employers prefer to hire trained salespersonnel be-
cause such employees develop more quickly for more
responsible positions with less turmover.

While some firms exhibit a preference in hiring
"seasoned" sales personnel who have a sales perform-
ance track record which may be evaluated, other firms
accept skills-trained prospective salespersons with
equal enthusiasm.

THE CHANGING NATURE OF THE SELLING TASK

There is a continuing trend to demand a higher level
of ability and personal productivity of salespersons.
There has been an evolution in the nature of selling
to take advantage of new technologies and te respond
to added customer requirements. The fileld salespersonm,
for example, is considered more and more to be an
account manager for his or her territory acting to
cocrdinate the firm's multi-level selling efforts by
engineering, production, research, marketing and upper
management (Business Week 19713).

The computer, telephone and audioc visual devices have
been embraced as valuable selling tools. The computer
makes possible a wealth of information about the
salegperson's selling performance compared to terri-
tory potential, Computer-generated sales analysis
reports provide effective guidelines for targeting
selling effort. Minicomputers have even proved use-—
ful in answering customer concerns {'what 1f"
questions) in the selling presentation itself.

The telephone, too, has been {dentified as a way to
lower selling costs and increase selling effective-
ness. "Telemarketing'" encourages the use of the phone
to identify leads, confirm appointments, invite timely
recrders, cross-sell and maintain a "presence” with
customers when face to face contacts cannot he justi-
fied (see, for example, the "Chemplex Corporation"
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case in Ialaréyk 1983), Audio visual equipment,
especially as used in trade show or exhibition hall
selling, has both helped the salesperson and changed
the nature of the selling effort.

SELLING SKILLS TO BE DEVELQPED IN A BUSINESS PROGRAM

Any business educational program in sales needs to
develop selected skills among its students which will
enable them to be productive and confident self-
starters. Salespersons must understand the needs and
viewpoints of their customers and be poised and at
ease with strangers. Other important attributes for
selling are energy, self-confidence, imagination, self-
discipline, and the ability to communicate. In
addition, salespersonnel need infitiative and persis-
tence to locate prospective customers and convert them
into new business accounts. This overview serves as
an introduction to a partial list of the abilities
that the entry-level salesperson, especially the field
representative, should acquire in a business school
program:

First, Time Management. The salesperson's time is
both his and his company's investment in the customer.
The student needs to learn how to allocate this cime
in proportion to the likely return offered. Moreover,
akillful time managers make productive use of the
large amounts of "dead time" they usually encounter.
For example, some creative sales personnel arrange to
learn new product information via audio cassettes in
their automobiles while traveling between sales calls.

Second, Sales Forecasting. Coyle (1575) found that
both recent marketing graduates and marketing execu-
tives expected an ability to forecaat sales from
entry~level sales perscnnel. Only overcoming sales
objections and consumating a sale were rated as higher
priority competencies. Reasonable territory sales
forecasts enable workable quotas to be established and
inequities in salegperson assignments to be identified.

Third, The Use of Business Directories and Trade Publi-
cations. The beginning field salesperson fs usually
called to go beyond maintenance selling and to ildentify
potential new accounts. The ability to reference
business directories and trade publications has numer-
ous benefits: to identify leads; to qualify prospects
by size criteria; and to more properly direct selling

efforts within the customer organizations.

Fourth, Negotiation., The new salesperson quickly
recognizes his or her position as that of a person im
the middle--between the selling company and the
cugstomer. The skill to mediate between buyer and
selier helps keep in check unreasonable, one-sided
expectations and increases the chances of a trans-
action resulting. Negotiation skills sensitize the
salesperson to the need for resolutions where neither
party loses so badly that the leng-term relaticnship
suffers.

Fifth, Listening. The 19708 and 1980s have produced

a proliferation of firms declaring: "We listen."

With many customer needs being met only by creative
golutions to problems, these problems must first be
clearly {dentified by (heard by) the selling companv.
The entry-level salesperson must be adept at sounding
ocut customers so that the selling precess is in touch
with, and makes the most cf, the opporrtunities present.
The salesperson needs to be skillful at probing
customers and accurately capturing their responses.




Sixth, Oral Presentaticn and hriting Mechanjcs. When
a new salesperson acts as the conduit for a company's
rersuasive and informational messages to customers,
he or stne must dc so with a reascnably smooth style.
Speaking vcice and phrasing, eve contact, gestures,
dress, sense of the customer's personal space (or
terricory) and so on should net put the customer off.
Skillful choice of selling location, when possible,
oraovides the salaesperson with a way to ''stage manage”
the selling situation to enhance the chances he will
be heard and acted upon. An understanding of small
group dynamics becomes impottant if presentations are
frequently made to buying committees. Hands-on exper-—
ience with audio-visual equipment is vital so that
the equipment becomes relatively unobtrusive compared
to the content of the sales presentation. Moreover,
important cultural variables impact on whether a
salesperson is viewed by non-domestic cuatomers as
acting in an appropriate or insulting manner, and so
the salesperson should have some exposure to presen-
tation variances Iin different cultural contexts. No
less important are buginess letter writing skills to
clearly convey introductions, submit bids and pro-
posals, convey terms of agreement and so forth.

Seventh, Developing Customer Bemefi: Arguments/State-~
ments. The newly-minted salesperson should be
skillful at translating product or service attributes
into numerocus customer benefits. It is not enough,
for axample, to identify for the customer that a dry
copy processer has a large toner capacity. This added
capacity should be conveyed in terms of less frequent
refills and/or fewer interruptions to an office's copy
demands. The desirable aptitude of developing persua-
sive arguments around customer benefits becomes
increasingly important when several levels of the
customer organization need to be sold {(e.g., expenaive
laboratory equipment sold to research usera, purchas-
ing personnel and corporate financial officers).

Eighth, Analyzing the Selling Process. As the selling
process unfolds, the new salesperson should possess an
ability to know the stage he or she is at to avoid
overselling or prematurely asking for a commitment
from the customer. The dynamic ebb and flow of the
selling process must be reasonably well analyzed if
the customer is to be led to a purchase decision.

Shaw (1981) discusses the use of chartpads showing
selling step sequences along with the guidance from an
instructor to acquire this skill. Videotaping of
selling situations with the imstructor stopping the
replay to ccomment on how the sale 1s developing is
valuable to impart a sense of where the sale ig won

or lost,

Last, Financial Interpretation and Tramslationm.
Proficiencies in understanding financial data and
transforming the numbers into meaningful selling argu-
ments are further strengths of a new field representa-
tive. From the customer's standpoint, there are
always options in buying a firm's services (even if

to do nothing). In many instances, especially in
industrial sales situations, the salesperson has to
prove that the purchase of his firm's products ia the
economically sensible option. Put another way, "You
can't afford mot to buy our product.” The sales=-
perscn must be reasonably competent with financial
concepts such as present value, return on investment
and total product costs so as to be able to offer
rationallv persuasive arguments. In many instances,

a sale is made onlv because '"the numbers make sense.”
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CURRICULUM CONSIDERATIONS AND METHODS
FOR SALES SKILLS-BUILDING

This paper does not propose a proliferation of personal
gelling and sales force management courses at community
colleges and four year institutions. Reviewing the de-
sired selling skills from the previcus section, it
becomes obvious thart other curriculum offerings mav
provide essential suppert for the student interested

in a sales career: marketing, marketing research,
public speaking (and perhaps selected theater arts
courses) and finance are helpful courses commoniy
available., Other courses which should prove useful
include: purchasing, public relations, advertising,
business communicaticn, retajiling (or merchandising}
and selected behavioral science and computer scilence
courses, Without benefitr of specific course content

at a glven school, thils paper must stop short of making
more specific recommendations. The marketing faculty
at each school is best able te spot the supportive
elective courses for sales-oriented students.

Curriculum recommendations are best left generalized
for yet another reason. Since the selling field has
relatively few barriers to entry, several target groups
exist for a program in sales: vyounger students seeking
an entry level position early in their career; older
students who wish retraining to change to a new career;
and older students who plan to start a career or re-
enter the market after a prolonged absence, (such as
married mothers of grown children, widows or divorced
women), All these students are not well served by a
gingle rigid curriculum recommendation.

The building of appropriate skills for salespersoms can
begin within the one or two sales courses offered at
most schools, A "hands-on" approach using at least
some of the available technological selling tools can
enrichen the content of these courses. For example,
some of the following suggestions could be adopted:

First: use actual company sales reports whenever
possible. Local businesses are frequently able to

provide computer primt-cuts of territory and/or
divisional performance (possibly disguised by date or
identity). Exposure to such reports gives the student
a "feel" for how specific performance is measured and
tracked. From such sources students can be asked to
develop a call frequency plan for a given area and
time period.

Second: identify cooperative education and internship
positions available in selling jobs. The cpportunity
for students to have actual selling experience while
in school is invaluable.

Third: allow class time for role playing of selling
gituations. The process of negotiating the terms of
gale under varicus conditions of bargaining power be-
tween buyer and seller lends itself tc rele plaving.
Videotaping of such sessions gives the participants

an observer's view of their selling/negotiation skills.
Videotapes can also reveal poor listening skills that
caugse problems because the salesperscn or sales team
i3 not responding to the buyer's signals. Videotaping
over time can show the student how his or her selling
gkills have developed,

Fourth: wuse business people (especiallv sales and
marketing executives) to evaluate sales presentations
by individuals or teams. Students invest considerably

more time and effort in nresentations that are aimed




at an outsider "jury" ratner than other studemts. The
presentations are more "for real." The guests can
often serve as a buving commitree (or other customer-
prospect group) to which the student team directs its
selling efforts. Videotapes, again, are useful for
both rehearsal and review of the final presentation.
When appropriate, the use of audiovisual equipment in
the sales presentation should be encouraged.

collaborate with an instructor of finance to

Fifch:
create a3 selling situation within which a complex
financial alternative is cffered to a customer {e.g.,
a lease/purchase decision or a payback evaluation of
a new equipment commitment). Financial skills would
be required for both the selling team (sales students)
and the customer's proposal evaluatlon team (finance

students).

Sixth: develop in-basket exercises to challenge

the student's ability to establish daily, weekly and
monthly sales call pricrities. Variocus degrees of
urgency can be cast into memos, letters, telephone
mesgages and sales reports which the student must
sort through and assess as to their claim for atten-
tion.

Last: assign exercises to estimate the potential
and/or likely demand for a given product in a desig-
nated sales territory or regiom. This exercise has
the dual benefit of exposing students to both busi-
ness reference sources and forecasting approaches.

CONCLUSTON

Selling skills are valuable in a free enterprise
economy. Employment opportunities for students with
an aptitude for selling are excellent. Opinions of
both marketing executives and recent business school
graduates hold that selling skills are among the most
valuable to learn in order to meet employer expecta-
tions. The nature of the selling task is changing
because of new technological selling tools. Deapite
these conditions, however, most business programs
place sales courses only in the elective category.
Business programs need to respond to emsure that
their graduates are able to become capable territorial
account managers with skills in: time management,
sales forecasting, business directory use, negotia-
tion, listening, oral/written presentation and
financial interpretation., Selected classroom exer-
cises are able to build the level of selling skills
for both vounger and more mature students. These
exercises include: working with real company sales
data, role playing, presenting to a jury of community
business people, making financial-bagsed propcsals,
pricritizing from in~basket data and estimating
demand.
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THE PEDAGUGY OF DEVELOPING FORMAL SALES PROPOSALS

Robert J. Zimmer, Califcrnia State Unlversity, Fullerton
Fabius P. Q'Brien, Western lllinois University

ABSTRACT

darketing students need to laarn the art of writing
sales proposals which is an area typically excluded
from tne marketing curriculum, This paper attempts to
discuss the xey components of a formal sales propesal
and it sugusests differant approaches for teaching this
important topilc.

INTRODUCTION

As organizational complexity increases and more organ-
izations expand into the international areua, the com~
munication demands placed on professional marketers at
all levels will continue to increase dramatically.
Strong wricten and oral coumunication skills are abso-
lutely requisite for succeeding in any type of market-
ing role. This is particularly true for professional
salespecple who incterface with people throughout che
buying hlerarchy of client organizations.

In the process of selling these clients, most sales—
people depend heavily on presenting written sales pro-
posals to key influencers in the buying organizations.
The ctypical field salesperson for Xerox Corporation
presents an average of one-hundred sales proposals per
month for cultivating prospects and clients. While
the number of proposals prepared by salespeople varies
substantially across companies and industries, written
sales proposala are a way of life for salespeople
selling technologically complex products and systems,
capital purchases, and professional services.

The education of marketiang students involves teaching
them the discipline’'s most critical concepts, theories
and models plus helping them develop a set of pracci-
cal marketing skills. However, few marketing students
are taught the art of daveloping tight, powerful sales
propesals. One apparent reason for this educational
vold i3 that the toplc 1is not covered in industrial
marketing texts, selling texts, or reading books
{Larlaca and St. Jenn 1983). C(Consequently, there are
no legitimate academic references available to market-
ing educators which provide pedagogic guidelines for
teaching this topic.

The purpose of this paper is to proffer a pedagogic
appreach to teaching warketing students the art of
develcping professional sales proposals. Specifical-
ly, the paper will attempt to:

L. explain the key components of a formal sales
proposal and to prescribe a framework for
orzanizing them;

1. discuss alcernative teaching techniques for
sresenting this nmaterial in the c¢lassrooa.

Altnougn this pdper addresses only the art of prepar-—
ing "fullblown™ formal saless proposals, wriften propo-
sals of lesser cumplexity and uetail are used regular-
ly by sualespecple, The simplest proposal consists of
d one or two-page letter highlighting the complete

32

terms of the product offering. The length and depth
of a proposal is {immaterial. Instead, irs effecrive-
ness is a function of how well the proposal is design-
ed to meet a buyer's needs, priorities and preferences
and how well the salesperson communicates the propo-
sal's key points in light of those needs.

Major Components of a Formal Sales Proposal

A sales proposal i3 a written coumunication from a
salesperson's coupany to a client which describes the
benefits, terms, and price of a product offering and
the concomitant responsibilities of each party. Sales
proposals are used to supplement a salesperson's oral,
persuasive influence tactics. By providing a written

commitment from the selling company, buyers receive
firm assurances from the salesperson. Alse, there is
less chance for any misunderstanding of the agreed

upon terms.

After meeting with the key buying influencers on one
or more occasions, salespeople return to their compan-—
les to begin compiling the propesals. Combined with
previcusly prepared or standardized materials, the in~
formation obtained in these meetings is used to “"cus—
tomize" each sales proposal in light of the client's
needs, wants and personal preferences.

While the customizing of sales proposals lends unique-
ness to each one, basiec elements are common to all
proposals. These elements include an analysis of cthe
client's needs/problems, benefits of the product of-
iering, COBLS, sugsesStus order size .od cuaciilary sar-
vices and follow up. To embelliah the presentation of
these basic elements, a formal sales proposal should
contain the following eight components:

1. title page
cover latter
3. table of contents

4. list of illustrations, tables and diagraams
5. body of the proposal

6. summary

7. contract

8. supplementary inforwation

Title Page and Cover Letter

The title page of a sales proposal is analogous to cthe
labeling on a packaged good. As such, ir has the pow-
er to make a strong first impression on anyone looking
at lc. The title page should identify that the propo-
sal {s belng submitted by the salesperson’s company to
the prospective firm for a specific product offering.
Also, the date the propogal 18 to be presentad to the

ciient should be shown. Overall, the ctitle page
should have a clean, uncluttered and professional
appearance.



The Ifirsc icem LA the pruposal i1s the cover letfer or
leccer of transmittal which should be addressed to the
individual or committee members with authorization to
nake the buying decision. The latter should be busi-
nesslike and brief, and it should not exceed one page.
Tgsential items covered in the letter Iinclude:

L. an expression of appreciation far the oppor-
tunity to submit the proposal.

2. recognition and thanks tu the client's staff
(specific names) for their cooperation in
providing data.

3. a statement to the effect that the proposail
is based upon information supplied by the
client.

4. a concise description of the product offer-
ing and its most important benefits for
satisfying/solving the client's needs/prob-
lems.

3. a request for the order or some level of
commitment from the client.

The letter must ope signed by the salesperson and pos~-
sibly by the district sales manager.

Table of Contents and List of Exhibits

The second item is the table of contents which speci-
fies the wvarious sections of the proposal. The title
of each section 1is listed accompanied by its respec-
tive page numbers.

The list of exhibits includes illustrations, diagrams,
charts and tables. Each exhibit should have a des-
¢riptive title, and some form of simple numbering sys-

te.
sody of the Proposal

The body 1s the heart and soul of the proposal. It
contains the vital informatioa required by the client
tc wmake a ratlonal decision on the product offering.
Thig information can be organized into four subsec-
tions:

L. present and proposed systems

2. benefits and features of proposed system

3. cost justification

4. investment

Present and Proposed Systems

The purpose of this sectioa 1s to suggest the apparent
shortcomings of the current product or equipment used
by the client based on tne information gathered in
earlier meetings with personnel of the clieat firm. A
clear, conclse statement of the problem accompanied by
a liscing of the client’'s objectives or performance
requirements for evaluating a new system should be
presented. The proposal snould suggest possible
alternative systems wnich are capable of satisfying
the client's objectives. This will provide the firm
with a range of cholces from which to select.

Features and Benefits of the Proposed System

The feacure/benefit section presents the features of
the ajuipment Jhich deliver real significant bhenefits
to the clizat. It is not desizned to list every fea—
ture 4na its connected benefit(s). Inscead, this sec-
tion attempts to highliznt the major benefits of the

proposed system in relation te the objectives/require- 3

aents of the client. Additional features of the pro-

duet ¢an be described by inecludiag a tachnical des-
cription or specification sheet in the supplenencary

information section.

An efficient way of organizing this section is to use
a ledger format with the major features listed on the
left side of the page and the accampanying benefit(s)
related to each feature shown on the right-hand side.
The benefirs must be stated concisely. Each benefic
statement oust coanvey the clear, favorable result that
the e¢lient will realize when using each feature of the
product.

Cost Justification

This section provides the client with specific projec~
tions of cthe financial benefits of purchasing the pro-
duct. ALl major assumptions should be stated, and the
calculations leading to the financial benefits should
be displayed using formats similar to those employed
in accounting. Because the financial analysis is
based on expected events, the profit or sales increas-
es, the time/dollar savings, ete., must be stated as
estimates, such as "estimated gross savings.”

Investment

The investment section shows the purchase price plus
the complete financial terms of the sales agreement.
Alternative plans for financing the purchase are re-
viewed including different monthly payment schedules.
1f the company is offering various discounts or allow—
ances, these are pregsented in this section. For high-
ticket items, lease terms are discussed as viable op-
tions.

If there is considerable lead time required in design-
ing and installing a system into a client's business,
a rtealistic implementation schedule with projected
time frames for each phase should be included as the
fifth section in the body of the proposal. In addi-
tion to helping the client plan the operationalizing
of the system, providing the schedule may give the
company another competlitive advantage.

Sunmary

The summary should encapsulate the major benefits pre-
sented in the proposal. It should leave the client
with powerful reasons for buying. To achieve this,
the section should highlight the competitive differen—
tial advantages which are tied directly to the ¢li-
ent's problem(s), objectives and performance require-
ments. The summary should conclude with a request for
the ovder.

Contract and Supplementary Informatien

Because the ultimate purpose of a proposal is to con-
sunmate the sale, a sales agreement form should be in-
cluded. This contract wmay have the recoumended order
written in already or 1t wmay be left bland for the
client to coamplete, In either case, it is ready for
the client's signature.



provides additional

‘ne List section of CLie propasal
information <for <he client's perusal. Pruduct
literature such as brochures, specification sheers,

and iny other related wmaterials should be included in
order to assist the client in evaluating the product
ofrering.

inscructional ‘letheds for Teaching Sales Proposal
writing
In teaching a practical topic such as this, instruc-

tors should concentrate on both the knowledge acquisi-
tion and skill enhancement of their students, with
heavier emphasis on the latter. Initially, students
aeed to learn a fundamental body of knowledge about
proposals. They snould be able to answer questions
such as: What is a sales proposal? Why 1s it used?
Ahen should a formal sales proposal be used and when
should briefer variations be presented? How is a pro-
pesal complled? dnat are the key components of a
sales proposal?

T0 communicate this knowledge, several different
teaching approaches are suitable. Straight lecture is
probably the least exciting of the alternatives fronm
both the students’' and instructors' perspectives. An
overhead presentation and a handout outlining the
eignt cowmponents and subsections of a proposal is
souewhat effective. Copies of sample proposals can be
distributed as part of the lecture discussion. An-
other approach is the assigning of a fleld project
which requires students to procure two of three pro-
posals from field salespeople. Studeats are asked to
analyze them and to write up a report on their analy-
sis with the proposals attached.

The most challeanging approach for teaching this topic
is to show and to analyze several complete proposals
on an overhead screen. After a brief lecture on the
what, why, and when of sales proposals, a full spec—
trua of proposals 1s presented, ranging from a very
siople ome or two-page letter to a detailed formal
sales proposal, After discussing four or five propo-
sals with regard te each proposal’s purpose, format,
content and effectiveness, students are asked to con-
struct a normative framework for a formal sales propo-
sal. The outline of the components generated by the
students is based on their perceptions of the most
important elements found common to the proposals dis-—
cussed in the overhead presentation. Active discus-
sion by wost of the students should produce a reason—
ably good framework within fifteen minutes. After
this timge, an overhead {s shown with the prescribed
frameworx for a sales proposal versus what the stu-
aents suggested.

Acquiring knowledge about sales proposals 1s impor-
tant, out marketing Studeacs need to develop the
skills to write creative, customized sales proposals
for diverse clients. To realize this objective, the
best approach is to assign the writing of a Fformal
sales proposal to each student as a six to eight-week
project. Students are asked to generate four or five
product categories from which to select one firm's
product within that cateyory a8 the basis for their
proposals. Unce a4 consensus on the categories is
reached, 4 sizn-yp sheet is circulated. If the demand
is not aisgributea relatively egqually among the pro-

Juct categories, students are reassigned a ditferent
product. Fopular product categories are small busi-
less computers, security systems, higia-tecn medical

e@quipuent, rtinancial investment services, teleconfer-
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enCing Systews, and private jetss  Studenta are remin-
ded that their proposals are being developed for pro-
fessional buyers of industrial goods.

Toward the end of the 75-minute class, students have a
number of unanswered questions such as: dow long
should the proposal be? Does it need to be typed”
dere do [ get specific product information Lo write
the proposal? Answers to these questions are general-
ly sowmething like: "However long your buyer wants
it," “If your buyer prefers it typed but either way
make certain it looks professional,” "Specific product
information is procured in the usual way =- research.”
Students are told chat no additional lectures or ma-
terials are forthecoming, but that they are free to
visit during office hours to review the proposals.
Upon leaving the class after my sixty to seventy-five
minute overhead presentation on sales proposals,
students have a high level of anxiety because of the
unstructured nature of the assignmwent. Aany kind of
task uncertaincy or ambigulty throws students into a
frenzy, Somehow students muddle through this morass
of confusion, and they turn in very professional sales
proposals overall.

Conclusion

Students with marketing degrees in hand are entering a
highly competitive marketplace which demands strong
oral and written communication skills of all appli-
cants. This 1is especially critical for professional
salespeople who sell complex products to highly educa-
ted, knowledgeable and demanding buyers or buying com-—
mittees. To achieve success in a professional sales
career, students should be taught the art of writing
customized, buyer—oriented sales proposals. This
should be taught at the undergraduate and graduate
levels in such courses as sales force management, in-
dustrial marketing, principles of selling or industri-
al saleswanship.

The purpose of this paper was to proffer a normative
framework which ocutlines the key components of a for-
@al sales proposal. In addition, the paper attempted
Lo suggest different approaches for teaching this top-
ic to marketing students. It is hoped thac both ob-
jectives were achieved reasonably well, and that mar-
keting instructors have gained gome additional in-
sights and guidelines for introducing sales proposal
development into their courses.
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EXPERIMENTAL TECHNIQUES FCR IMPROVING BUSINESS

STUDENTS!

WRITING SKILLS -~ AT LITTLE COST

TO DEPARTMENTS AND FACULTY

James L. Brock, Montana State University, Bczeman
Cheryl Senecal Roller, Montana State University, Bozeman

Mary business school faculty recognize writing as the
cerpetual "weak link" in students' preparedness for
sareer-entry positions or graduate education. It is

a critical link, for the ability to express oneself
¢learly and convincingly is essential for effective
job performance and career success, Faculty have long
shared this concern for students’ weak writing skills,
tut have felt that the solution is out of their realm:
English departments and public school systems have
failed to teach these students to write, and certainly
tusiness school faculty and their departments as well
have far too many more urgent Jdemands to take on this
added responsibility. Or do they? A closer look at
the problem suggests there may be ways to strengthen
this weak link significantly, at iittle, if any, net
cost to faculty or ccurse content,

Research affirms a close tie between writing akills
and tninking skills (Griffin 1982). The connection
works in two directicns: In the process of organiz-
ing and articulating ideas, students learn a subject
more peadily than do counterparts whose experience
does not include a writing component (Taylor 1982,
Fulwiler 1982). And in the process of learning to
think clearly about a subiect, students find clear,
successful writing easier to achlieve (Pittendrigh and
Jobes 1582). Briefly, it can be said that good writ-
ing reflects good thinking and that poor writing sug-
gests poor thinking. Thus, we can no longer blame
exclusively high schools, junior highs, elementary
schoels and English departments for students' weak
writing skills. Any success they have in teaching
students mechanical writing skills does not guarantee
"good™ writing, that is, writing that develeps ideas
clearly and convineingly. Nor are students always
able to apply their command of style or even their
knowledge of mechanical correctness when they are
struggling with the development of ideas in their
papers. Thus, our role of teaching students to think
about the content of cur courses should include as
well the teaching of how to express that thinking.

With this broadened concept of writing instruction,

we must now lock at where in most curricula that in-
struction takes place. Few pecple would disagree that
the sogner in students' coursework writing skilla are
developed, the better. Yet, in practice, writing in
business courses is emphasized primarily in senior
ieve: classes with the writing cf case analyses and
term papers, providing teo little writing assistance
tco lata, We need to be able to offer stulents zon-
tirnua: instruction throughcut their ccursez of stuay.

rearistic, thcugh, to suggest that Cusiress
L Taculity taxke 3n respons:ibility for their 3tu-
" wWritirg skiils? CZertalnly there are scme signi-
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1. Faculty are not likely to be willing to
change the design of courses that have
proven successful.

2. Faculty are going to be reluctant to
sacrifice precicus class time for writ-
ing instructicn when large quantities of
material need to be covered in a course.

3. With the need to pursue research and other
commitments that are highly valued in their
institutions, faculty are not likely to have
the time to read and comment copiously on
students' writing.

4, In the face of new emphasis computer skills
and research design ccurses, and concurrent
budget cutbacks, departments are hard-press-
ed to direct resources toward writing in-
atruction by, for example, adding teo courses
or funding graduate readers.

5. In connection with these limitations, class
sizes are increasing, and methods must be
sought to maintain quality of students'
education in larger classes.

It is the intent of this paper toc demonstrate that
these constraints need not be obstacles to the suc-
cessful incorporation of writing instruction in busi-
ness coursea. The strategies presented are based on
several lmportant premises, some of which may be sur-
prising to many faculty, but all of which have sound
pedagogical bases.

1. In order to "teach writing" an instructor need not,
indeed cannot, teach "everything." Plaget's develop-
mental theory undersceres the fact that that no in-
astructor can "teach" writing in a single course. Rath-
er, students' abilities to write will develcp slowly
along with their general intellectual growth (Bean
1981). Thus, we have a convincing case for lncorporat-
ing at least some clearly-directed writing tasks in
every course. These should be writing tasks that ad-
vance specific thinking skills, such as moving from
specific through various levels of generalizations.

2, Writing assignments need not take the form of for-
mal term papera. In fact, composition research telils
us that frequent, shorter, more directed and focused
assignments are better (Pittendrigh and Kirkpatrick
1982) .

3. Writing assignments can be designed to complement
already-existing course content as the examples dis-
cussed telow demonstrate.

4. Writing is ideally taught in ceonjurcticn with,
rather than separate {rom, a content ccurse. 3tudents
need te have guidance ir their thinking abou%t the ma-
terial for their papers; an excellent setting far such
guidance is in a course already Jesigned to teacn stu-
dents to do such thinking.

S. To be of value, writing instruction need nat focus
on mechanical correctness and style. Indeed, teachers
cften comment on such matters prematurely, at points
in the writing process that really require discussions



of ¢encepts, principles, and logic. Iften stylistic
crobiems disappear when students have a firm grasp of
the :deasz “hey are trying to convey (Pittendrigh and
Jokes 1938210,

5. 3tudents are able to evaluate the success of their
own writing if they are giver clear models of success-
ful versions of the assignments (Pittendright and Kirk-
catrick 1382).

7. Ztudents need many cpporturities te write, but not
all writing effcrts need te graded or even read by a
teacher. This dispels what is perhaps the most per-
vaslive myth about student writing assignments, the
telief that the instructor (cr a grader, graduate
assistant or SCMEONE) must read every word of every
paper in order for students to benefit from the writ-
ng experience. Faculty assign less written work than
they should largely because they fee]l they "cheat" as
educators if they fail to honor this "necessary" con-
dition of reading every word diligently. Or, in other
cases, faculty feel guilty for turning the reading
chere over te graduate students. The truth is that
students can benefit largely, even primarily, from the
writing process itself, and only peripherally from the
professcr's evaluaticn. Just as an aspiring planist
needs to practice, without the insatructor continually
peering over her shoulder, so the student whc hopes to
become an effective business communicator needs repeate
ed practice composing concise and clearly articulated
prose.  Students need opportunities te write speculat-
ively about a sudject in order tec relate to it person-
ally (Fulwiler 1982). Obviously, to continue the
piarc student analogy, there must be periodic recitals,
formal presentations of written work subject to thor-
cugh critique, for the writer must develop a sense of
audience, The writer can also benefit from practice
sessions supervised by the instructor, sessions free
from the weight of an impending grade and open to dis-
cussion for ways to improve.

Once the inatructor crosses this conceptual threshold,
that not every written word written by every student
need ba read for the experience to be meaningful, then
a number of practical alternatives te¢ traditional writ-
ing assignments are available. Following are summaries
of techniques currently or recently used by busineas
and other faculty at our institution fo address the
writing protlem. For each, the basic structure of the
assignment is described, feollowed by a brief diacussion
of the benefits of the techniques.

1. Ungraded Journals: This is really a variaticn
on the theme of "open notes during exams."” The stu-
dents summarize class notes, readings and even the text
efficiently inte a journal they are allowed to use dur-
ing exams. They may also be asked to write short an-
swers to key guestions which the teacher has provided
ar which they have learned to discover for themselves.
Stucdents who haven't bothered to organize and write
concisely in their jourrals are at a distinct disadvan-
tage during exams which are designed to demcnstrate
their ability to synthesize concepts and Iinfcrmation
from the entire course. Thus, without the "threat" of
a journal evaluaticn, students are motivated to write
well and maintain comprehensive journals.

One wvariation of this technique is the guided journal,
in Whizh the instructor suggests quite specifically
noW the icurnal entries sheould be structured, via
annctates sample entries cr lecture. 3uch direction
crevents students' vague wandering 2y outlining spe-
21812 thinking patterns which studerts can then prag-
rize Trequently in tneir ‘ournals.

rimary berefits of journal writing include the
because the instructor rneed not evaluate
the technique is (airiy painless to put

The o
facts that,
ch fournal,

into effect and that students are given coportunitijes
for regular writing practice and provided guidance with
thelr thinking abtout the course material.

2. Microthemes {(Bean, DJrenk, Lee 1332): These
are, as their name implies, very short essays, usually
on fairly narrow subjects., Une instructor at our in-
stitutien limits them to 25C words, another to a sin-
2le, double-spaced typed page., and still ancther ta
what can be crammed onto cne side ¢f a 4" x &" gard.
These themes can be dene relatively quicwkly out cof
class or even speontareously in class. The imstructor
provides the appropriate structure {e.g.. "Cne sentence
to describe the probtlem, then a transition statement,
then one sentence for each ¢f the three sub-issues,
then a proposition statement," etc.] so that students
are free to focus on compesition and the particular
issues at hand. The instructcr can, but need not every
time, collect the microthemes and grade all of them or
Just a sample. When they are returned, students may
be asked to compare their efforts against acme "model
microtheme™ prepared by the instructor or selected
from better student pieces and shared with the class
cn an overhead transparency.

In a statistics and a physics course at our institu-
tion, microtheme -asaignments have required students to
articulate, in writing, solutlons tec otherwise purely
quantitative problems, including an explanation of the
sequence of steps leading to the solutions. Forcing
students to construct explanations for gquantitative
problems has led to improvements in examinatien per=~
formance on "traditional” quantjitative problems (Taylor
1982).

One benefit of microtheme writing is that microthemes
offer students frequent opportunities to practice de-
veloping one main point in a manageable format, giving
atudents a firm grasp of workable structure and what
it meana to focus and develop their ideas. Students

. generally find the brief papers easy tc write, once

they "get the hang of it." This ease translates into
improved writing cenfidence, which in turn becomes
evident in greater fluency and coherence in their writ-
ing. Moreover, inatructors can take advantage of the
microtheme technique by assaigning microtheme questions
that clarify or reinforce important concepts in the
course content. They can alac build on the fact that
students who prepare microthemes can better contribute
to class discussions. And, if they choose, instructors
can read and respond quickly te individual microthemes
as a meana of further helping students learn.

3. Group Writing: Informal groups of three or
six students {opinions vary regarding the optimum num-
ber) respond collectively to an assigned writing task.
Good group assignments may vary considerably but should
not be of the sort that have a single right anawer; the
angwer should benefit from the pcoling of ideas and
information from all group members, such as with short
case analyses. After discussing the members' ideas
about how the questicn should be answered, the group
sets out to put their ildeas into sentences ir the form
of a well-written paragrapn. This effort often results
in considerable discussicn about content, wording,
emphasis, sentence construction--all matters tha: often
g0 neglected in the novice writer's process. A Spokes-
person for the group may be called upon to read the
group’s answer to the class, which the instructor can
use to iliustrate a point or accemplish some othier cb-
jective.

The benefits of group writing are surprisingly many ang
significant. One primary benefit lles in the 1nter-

action that results. Many student writers suffer frcm
the "early closure syndrome'"; that is, they tend ta he
satisfied with the first ideas that occur ta them, the

36 firat wording that happens to hit the paper, the first



ta readn consensus
prevents such ear-
differing ideas.

ideas is often an

tian tnat evolvaz. The reec
version far all grcup members
Group members will have
Tne pracess of ceonsidering all those
eye-crerer for many students.

Arother benefit is the reduced grading load. Some in-
structors use such group writing as a "final product”
ar2 assign a grade te each gZroup member. OJthker instruc-
tors chsese to aveoid the controversy of the same grade
golrng to all group member regardless of the amount of
effort exerted by each individual; these teachers may
provide considerable commentary but simply a pass/fail
grade. In either case, instructors read only one-third
-to cne-sixth the number of papers they would have read
nad each individual student completed the task. In
additicn, the group discussions that follow the evalu-
atior of a group effort can be as productive as the
writirg task itself{. Some instructors provide an ex-
ample of a "good" group effort and ask each group eval-
uate their own or another group's paper. Both settings
take advantage of the fact that many students make
similar mistakes or otherwise merit similar feedback,
providing high efficiency on the reader's part with
little or no net loss of feedback to the students, com-
pared to individually written assignments. In atill
cther situationsa, the group writing tasks serve malinly
as springboards to class discussion, or perhaps as in-
terim activities between parts of a lecture.
Another obvious benefit of group writing is that busi-
nesg school graduates enter an organizational environ-
ment geared toward group efferts, including reports,
proposals, and other written work. For example, many
business school and other university faculty find that
co-authorships can boost their overall productivity
tremendously. Group writing assignments are in this
respect good practice for the kind of problem solving
and writing cur graduates will be expected to do.

A final advantage of group writing can be found in most
cocllaborative learning activities: Students are com-
pelled to become involved with the toplc and, thereby,
in the course. Facing a deadline, usually quite immi-~
nent, the group must get right to work and must demand
contributions from all members. Even groups of six are
not so large that recalcitrant students can slide
through without involvement. Furthermore, students
feel less risk speaking out in a small group of peers
than in a classroom of sixty. The result is a spen-
taneously active classrcaom.

4. Models Feedback: The three strategies pre-
sented above all suggest models feedback as one method
of helping students understand what they did and did
not do well, without the instructor having to comment
cn individual papers. Modela feedback is an explana-
tien by the instructor of why one paper deserves a high
grade; students then assess their own efforta in light
¢f this explanation. One of the most valuable conse=-
quences of preparing such feedback is that the inatruc-
ter must articulate specific criteria for a successful
paper. These criteria provide studentsa with the infor-
maticn they need te¢ improve their writing performance.

Discussion

All

delir nments Zeme instructors are acncerned
tnat ific guidelires might insult the intel-
liger 2.r stugerts, Fowever, most students wel-
come cifiac griteria, and aithough the guidelines
m:gnt ne wed as 3 "crutcen" for weaker students, it

is tre rcle of gzood teachkers tc provide such help te
the students who need it. Those students whe do not
need tne Mcrutch" zan bereflit from the specific assign—37

mant criteria because of the inteliectual exercise in-
volved in meeting the requirements; certainly many of
their "real world writing" tasks will designate fcrmats

Students wiil benefit from the techniques presented here
because they all make explicit the thinking skills and
patterns used by pecple who succeszsfully complete the
assignments, makirg zZood perfermance accessible to aven
those students who do not discover the "mental tricks”
on thelr own. By assisting students in learninrg how

to think aystematically, we are helping those students
learn to write effectively; at the same time we can
provide some ¢f the frequent writing practice students
need. As we accomplish these important objectives, we
will not have sacrificed coverage of course content,
existing course design, professional development time,
or department budgets.

These techniques are practical. Good writing instruc-
tion is highly feasible in cur current course structure.
However, scmething beyond the viability of these and
cther techniques is necessary to move faculty "off dead
center," away from complacency. We have noticed at cur
institution, for example, that colleagues have not
raced to experiment with these and similar techniques.
Diffusion of ideas takes time and requires, at the
atart, a few bold individuals who are willing to try
something new. Those willing to try need to realize
that they are not alone, and that there is an impres-
sive and growing body of knowledge from which all can
draw. As more instructors experiment with and improve
upon these techniques, and as their effectiveness is
demonatrated in longitudinal studies, momentum will
build, encouraging more faculty to get involved with
solving studenta' problem of poor writing skills.

Certainly, faculty recognize that students need to be
better writers, but it 1s tempting to continue plac-
ing responaibility elsewhere. The positive correla-
tions between the development of writing skills and
thinking skills shculd help us overcome that tempta-
tion. And having accepted some of the responsibility
for studenta' writing skilla, we can, with little
difficulty, place significantly greater emphasis on
writing in our courses.
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THE EFFECTS OF APPLYING SUCCESSFUL DIRECT
MATL MARKETING TECHNIQUES TQ THE MAIL SURVEY

Curt J. Dommeyer, California State University, Northridge

ABSTRACT

Introduction

Although mail researchers have paid considerable at-
tention to the monetary incentive, they have neglected
to investigate aspects of it that have been shown to
be productive by direct mail marketers. Direct mai}
marketers have stated that prepaid checks, sweepstakes,
and early-bird incentives are effective at encour-
aging responses to direct mail offerings. Moreover,
"peek-a-boo" techniques, i.e., techniques which allow
the potential respondent to view a reward through the
window of an envelope can enhance the effectiveness of
a menetary incentive. The purpose of the present
study was to examine the effectiveness of these tech-
niques in a mail survey. With the exception of the
sweepstakes approach, none of these technigues praised
by direct mail marketers has been reported on in the
mail survey literature.

Method

A systematic random sampling procedure was used to se-
lect 600 subjects from the current telephone directo-
ries of two large U.S. ¢ities. The subjects were ran-
domly assigned to one of six treatments. Except for
the control group, each treatment offered the poten-
tial respendent a form of the monetary incentive. The
following monetary incentives were used: 25¢ coin
(prepaid?, 25¢ personal check {prepaid), 25¢ money or-
der {prepaid), early-bird incentfve (postpaid}, and a
$25 sweepstakes (postpaid). Each of the incentives
was described in the postscript of the initial cover
Tetter. The amount of money alliocated to each in-
centive appeal was constant - $25.
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A1l of the cover letters and guestionnaires were
mailed in a windowed envelope. A1l of the incentives,
only the money order incentive was visible through the
windowed envelope. Recipients of this incentive were
able to see "TO THE ORDER OF" printed to the left of
their name and address.

Results

The treatment groups were compared on six dependent
variables: response rate, response speed, response
quantity, number of jtem omissions, group answer bias,
and cost per usable questionnaire. Significant
differences among the variables, namely response rate
and cost per usable return. A modified least-signif-
icant difference test revealed that the 25¢ coin in-
centive produced a higher response rate than did the
sweepstakes approach ?50% vs. 30%, p<.10). None of
the incentive appeals, however, yielded a signifi-
cantly higher response rate than the control appeal
(37%). In terms of cost per usable questionnaire, it

‘was observed that the control appeal and the 25¢ coin

incentive were the most cost effective while the
early-bird and sweepstakes incentives were the Teast
cost effective.

Conclusions

This study indicates that, for a mail survey, prepaid
cash is the best form of the monetary incentive. The
other forms of incentive examined in this study did
not produce & higher or guicker response rate, and
they were less cost effective. Moreover, the other
forms were more difficult and time consuming to
administer.



THE EFFECTS OF QUESTION WORDING ON DATA QUALITY:

Grady 0. Bruce, California State Unlversity, Fullerton
Robert A. Peterson, The University of Texas at Austin

SOME EMPIRICAL FINDINGS

ABSTRACT

Responses to a question worded subjectively and objec—
tively and included in mail and telephone surveys are
examined. Question wording produced uo significant
differences in respounses, while mode of administration
did. Several interpretations of tChese findings are
discussed, as well as their implicatione for marketing

research.

INTRODUCTION

Marketing researchers have been conceraed for some
time with the quality of data obtained from consumer
surveys (e.g., see Peterson and Kerim 1981). The
wording of questions in such surveys has long been a
major suspected source of data-quality problems; but,
as Hitlin recently noted, "comparatively little empir-
ical work has been published to document many suspec-
ted wording effects"™ (1976, p. 39). Oas particular
effect=— that caused by subjective vecrsus objective
{personal versus impersonal) question wording—was
studied in the 1940s and 19508, but virtually ignored
gince that time (Blankenship 1940 and Hubbard 1950).
Early writers {(e.g., Droba 1931) believed cthat the
subjective question form (i.a., inclusion of the word
“you" in the questioa) produced more accurtate respon~
ses than the impersonal form. A major test of this
hypothesis, however, failed to support it: tha objec-
tive form produced more valid snd reliable responsss
(Blaokenship 1940). Anochar test, howaver, concluded
that the subjective fora was more rteliable (Hubbard
1950). Such conflicting findings-—and the paucity of
research on the effects of subjective varsus objective
wording——stimulated the authors to conduct this invea-
tigation., The lack of empirical work on this and
other lesues in question wording 1s actually quite
surprising, given thea likely impact of questioo word-
ing on the quality of data collected aad, ultimately,
on marketing decisions made utilizing such daca. It
is the purpose of this investigation to examine empir-
ically the effects of objective versus subjective
question wording on the results achievad in survey re-
search.

METHOD

Using the split-ballot technique, a question worded
both subjectively and objectively was included in two
propriecary investigations of financial attitudes and
behavior conducted in the early 1970s (at the onset of
the “energy crisis”). The alternactive question word-

ings were:

(Subjective) In your opinion, is the en-
argy crisis real or arcifi-
clal? 1Is it...

(Objective) 1s the energy crisis rceal

or artificial? 1Is it,..
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Both questions were posed in a closed-end (categori-
cal) format employing the following response cate-
gories:

very real

somewhat real

somawhat artificial

very artificial, or ara you

uncertain

The twe investigations which served as study vehicles
employed different modes of data collection-—-telephone
interviews and a mail survey. This was done so that
the effect of the alternative question forms could be
avaluated when they were administered (and experienced
by respoadents) both personally and impersonally. As
a result, it was possible to assess the effect of data
collection mode on data quality, as well as the effect
of the interaction of questicon form and mode. Accord-
ingly, both forms of the question were included in
each of the two investigations within the framework of
au exparimantal design.

Both the mail survey and telephone intecrviews were
conducted using standard ressarch practices. The same
population was sampled in bdoth studies (the population
of a southwestern SMSA). For the mail survey the sam-
pling frame consisted of a current metropolitan phone
directory. Potential questiounaire recipients were
selected by means of a systematic probabilicy sampling
technique, the equivalent of siaple random sampling
glven the alphabetical ordering of the directory. A
sample of 3,840 respondents was selescted. For the
telephone survey telephone mumbers were selected using
a varisnt of random digit dialing. Interviews with
1,170 respondents were utilized in this scudy.

One isportant difference betwesn che studies was in
their timing. The telephone interviews were conducted
at three different times with three-month {ntervals
separating them. The maill survey was conducted in the
middle of this time epan. This introduced the poten-—
tial confounding effect of a real change in attitudes
which could mistakenly be attributad to the method of
administration as a resuylt of the combining process.
To evaluate this risk, the response distributions for
the three telephone surveys were checked for stability
befors the samplas were combined. No substantive dif-
farences were found, 80 the sawples were combined and
compared as one with the result of the mail survey.

Another difference between the two studies—-a clear
limitation of this investigation--was differences in
response rates. The respoasa rate for the telephone
interviews averaged B0 percent of the working mumbers
contacted; for the mall survey, the response rate was
27 percent. It is not possible to evaluate the effect
of this difference on the findings presented below.
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FENDINGS

Kesponses were cast in a three-way cross-classifica-
tion for analysis; frequencies and percentages are re-
ported in Table 1. Rather than assuming imterval data

TABLE 1
RESPONSES TO GASQLINE SHORTAGE QUESTION

Telephone

el In Your

N 2 oy £

Very Real 115 20 120 21
Somewhat Real 152 26 160 27
Somewhat Artificlal 132 23 135 23
Very Artificial 96 16 112 19
Uncertain 5 15 58 10
TOTALS 583 100X 585 1002

Mail

1s In Your

No. 2 Bo. 2

Very Real 9T 18 92 18
Somewhat Real 117 23 130 26
Somewhat Artificial 153 30 l40 28
Very Artifficial 11z 22 112 22
Uacercain 33 _7 2% _6
TOTALS 506 100% 503 100%

and utilizing a standard ANOVA approach, the iavesti-
gators used a chi-square decoamposition techaique to
assess the statistical significance of the differeace.
Chi-square was computed first for variatioms due to
the two basic sources {question wording and wmode of
administration) and for the total table; the residual
was assigned to the interacticn effact. Rasults of
the analysis are reported in Table 2. As can ba seen
from this table, the differance in data collection
modes was atatistically significant, while questiom
wording and interaction effects were uot.

TABLE 2
RESULTS OF CHI-SQUARE ANALYSIS

Source x_Z d_f. B
Question 7.8 4 .10
Collection made 39.4 4 <,001
Question~

Collection Mode 4.2 _4 2.30
TOTALS 51.4 12 <,001

The nature of this mode effect can be seen most easily
if the effects of question wording are removed and if
similar attitudinal positions are combined; this 1is
done {n Table 3. As the table shows, a sudbstantially
higher percentage of respondents in the mall survey
axpressed the opinfon that the enerygy crisis was arti-
ficial than did those in the telephone interviews.

TABLE 3
COLLAPSED FINDINGS

Telephone Mail
Percent Parcent
Real 46.8 42.6
Arrificial 40,6 51.2
Uncecrtain 12.6 6ol
10G.0 100.0
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Substantially lower proportions of responses appeared
in the "real” and "uncertain” categories. Past re-
gearch supports several interpretations of this find-
ing.

First, the finding may be due to the fact that respon-
dents in the mail survey responded anonymously and
thus were willing to express less socially desirable
opinions (in this case, mistrust of established conm~-
panies and the free-enterprise system). Wildman
recently noted, "Respondents who can be identified may
give wore 'socially desirable' responsas than those
who remain anonymous™ (1977, p. 75).

Another intecpretation, one also based on social desi-
rabilicy, is rooted in the extent to which there is
personal countact between researcher and respondent.
In this context, the comparison 1is usually made be-
tween salf-administered questionnaires and face~to~
face interviews. Sudman and Bradburn say, “Because
self-adainistersd questionnaires are more private and
do not require a direct revelation of self to another
person who is physically present, we would expect that
they would be less subject to problems of salf-presen-
tation than would face-to-face iaterviews™ (1974, p.
40). They go on to position telephone interviews be-
tween these other two collection modes on the dimen-
sion of privacy and cite a mimber of studies support-
ing the general hypothesis that the more personal the
interviewing situation, the more respondents exhibic
socially desirable (counforming) behavior in their re-
sponses. In support of this contention, Nuckols
(1964), for example, raported chat respondents were
much more willing to report unfavorable expariences
with insurance agents in & mail survey than ia a per-
sonal interview. Therefore, under the assumption that
tha social norms at the time of the present study
euphagized trust of our dominant economic and politi-
cal {nstitutions in general, the findings are consis-
tent with those of previous iavestigators.

A third interpretation relatas more directly to how
the “uncertain” category is treatad. Up to this poiat
it has been treated as scale dependent—the uwidpoint
of a scale involving difficult discriminations. A re-
sponse in this category may, however, reflect some-
thing other than a difficult discrimination (Coombs
and Cocmbs 1976; Kalton, Collins, and Brook 1978;
Schuman and Presser 1981). If the uncertain response
is regarded as a “don't know" response, then a host of
additional concerns emerges. Bogart states that a
“don't know" responss to a survey question often means
“dou't want to know™ or "I don't want to get involved™
(1967, p. 344). This may be due to the sensitivity of
the question and the respondent's unwillingness to re-
veal how (s)he feels, or to conflicta the question in-
duces in the respondent between incompatible values
(Coombs and Coombs 1976). Saveral pricr studies have
investigated the relationship between respondent char-
acteriscics and mode of data collection on doun't know
responses. The question raised by the curreaant find-
ings, in light of the various explanations which have
baen offered for don't know responses, 1s whether the
increased personal involvement in a telephone aurvey
dealing with controversial or gensitive questions will
heighten respondent uncertainty relative to a mail
survey. Alternacively stated, does the lack of per-
gonal contact in a mail interview attenuate respondent
uncertainty? This position 13 in direct coatradiction
with cthat taken by Francls and Busch: “mall question-
naires may, gqua instrument, evoke a higher NSF (non-
substantive ‘response) than do other data-gathering
forms™ (1975, p. 208).



A final intecrpretation of the findings—-one which also
involves the treatment of uncertain responses as inde-
pendent of the measurement scale~—is based on the op-
portunity which mail surveys afford the respoandent to
formalate a position where cne has not existed prior
to the survey. Cahalan cites this-—the opportuanity to
“prepare congidered answers"”--as an advantage of mail
surveys over personal interviews (1951, p. 578).
According to this loglc, mail surveys may be expected
to produce fewer uncertain responges on topical issues
(which the "energy crisis”™ was at the ctime of data
collection), oa attitudes about which public opinion
has yet to crystallize. The present findings way also
be interpreted as supporting this contention.

-

CONCLUSIONS AND IMPLICATIONS

Prior tests of the effecta of objective and subjective
question wording on daca quality may attribute more
power to these wording options than they in fact pos-
sess. In this study no statistically significant dif-
ferences were found between responses to questions
worded in the two ways. Mode of administration, how-
ever, produced significant (and instructive) differen-
ces in survey results, Several interpretations of
these differences were discussed. In general, the
findings add to the stream of literature which expres-
ses concern over intarviewer “presence” and interview—
er-interviewee lateracticn on dacta quality. And they
stand in contrast to studies reporting no differences
due to mode of administration (e.g., Hochstim 1967).

The apparent capacity of the wmail sucvey to free re-
spoodents to express deviant attitudes or raspouses
which may not be pleasing or agreeable has several
implicatious. First, in studies of consumer satisfac-
tion/dissatisfaction and disconfirmed expectations,
aail surveys may produce more accurate responses than
either telephone surveys or face-to-face i{aterviews,
especially in situations whare consumer dissatisfac-
tion is high. Second, and closely rslated, since te-
spondents tend to be less willing to express negative
or socially undesirable actitudes in face-to-face (or

telephone) ianterviews, acquiescence (agreeing-re—
sponge) bias may be greater in these modes than in
mail surveys whenevar Likert-type, agree-disagree

scales are used.

Third, studies of the cousumption rates of products
(or activities) that are highly sensitive to social
noras and values (for example, consumption of alcohol-~
ic beverages or church attendance) aay achieve wore
accurate results when administered through mail sur-
veys., And finally, for products subject to high ref-
erence group influence, it seems reasonable to suggestc
that respoodents may be less likely to express approv—
al of radically new product concepts (psrceived as
deviant ideas) when such concepts are presented in
personal or telephone interviews compared with mail
surveys.
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INTEGRATING THE GONCEPTS OF DECISION RISK AND DECISION UNCERTAINTIY WITH THE
CONCEPTS OF DECISION TREES, BAYESIAN ANALYSIS, AND THE EXPECTED VALUE CRITERION

Richard A. Werbel, San Jose State University

ABSTRACT

It is argued that students' understanding of the con-
cepts of decision risk and decision uncertainty can be
improved substantially through exposure to the quanti-
tative measurement of these concepts. This understand-
ing is needed when assessing the value of a proposed
markering research study. Measures of both decision
risk and decision uncertainty are described.

INTRODUCTION

If the amount of coverage devoted teo a topic in marketr-
ing research textbooks 1s used as an indication of a
topic's importance, assessing the value of research is
an important topic. For example, Boyd, Westfall, and
Stasch (1981}, Churchill (1983), and Kinnear and Taylor
{1983) devote 20 pages, 19 pages, and 10 pages respec-
tively to this topic.

This topic is discussed in three different ways. Some
books, such as Churchill's, stress the calculational
process using decision trees, Bayesian analyeis, and

the expected value criterion. On the other hand, Aaker
and Day {(1983) identify and discuss the factors, such

as decision uncertainty, which influence the value of
research but barely discuss the calculational process.
Still other books, such as Boyd, Westfall, and Stasch's,
discuss both the factors that influence the value of re-
search and the calculational preocess. However, none of
the texts reviewed in preparing this paper integrate a
conceptual discussion of two of the factors that influ-
ence the value of research intc a discussion of the
calculational process. These two factors are decision
risk and decision uncertainty.l This general failure

to integrate these concepts with the calculational pro-
cess results in at least three specific problems.
no text indicates that the value of perfect information
is a function of the degree of risk involved in making
a decision. Second, no text discusses how to measure
decision risk. Without knowing how to measure risk,
students might mistakenly conclude cthat risk can exist
onlv when some payoffs are negative. Third, no text
describes how to measure the degree of decision uncer-
tainty., This omission makes it difficulc for students
to determine the degree of decision uncertainty and
even difficult for them to fully understand the concept
cf decision uncertainty.

The main objective of this paper is to provide a more
thoerough understanding of the concepts of decision risk
and uncertainty.
related to the calculatiomal process to describe how to
measure both decision uncercainty and risk.

In addition to these two factors, the perceived
aceyracy of the research resulcs compared fo the per-
deived accuracy of the prior probahilities affects the
value of research.
saper because textbooks generally have integrated this
convent into the calculaticnal process,

First,

This is accomplished by using concepts

This factor is not discussed in this

DEGREE OF DECISION UNCERTAINTY

Conceptually, a high degree of decision uncertainty
exists 1f the decision is a "close call." [Usiag deci-
sion tree terminology, a decision will be a close call
when there is a small difference between expected val-
uvesg, using prior probabilities, of two or mcre decision
alternatives. (The degree of uncertainty about states
of nature alsc could be viewed as a determinant of
decision uncertainty. However, the view adopted in
thig paper is that the effect of the degree of uncer-
tainty about states of nature upon the value of re-
search can be determined more conveniently when evalu-
ating the confidence in cthe results of a proposed re-
search study compared to the confidence in the prior
probabilities than when examining decision uncertainty.

The measure of decision uncertainty used in this paper
is based upon the extent that the prior probabilities
need to be revised to change the decision. This mea-
sure is directly related to the difference in expected
values. As the difference between expected values de-
creases, the extent that prior probabilities need to be
revised to change the decision decreases. In addicion,
this measure relates directly to the role that research
can play in causing a revisiom of prior probabilities.
With this measure, a unique algebraic solution exists
for any palr of decision alternatives. This algebraic
solution 13 first explained below in a situation in
which ouly two alternatives and two states of nature
exist. Then, the solution used when three or more al-
ternatives and two states of nature exist is presented,
followed by a discussion of the solution with two or
more alternatives and three or more states of nature.

Two Alternatives and Two S:a;es of Nature

The basic idea in this situation is to find probabili-
ties for each state of nature with which the expected
value of the firac alternative equals the expected val-
ue of the second alternative, with knowledge that the
two probabilities must sum to 1.0. One of these proba-
bilities is then subtracted from the corresponding pri-
or probabilicy. The degree to which the prior proba-
bilities need to be revised to change the decision must
be greater than this difference. This approach is pre-
sented in equation form below:

p* + py* = 1.0 )
Vigey® + Y aPy* = Vo Pyt + Voppp* (2)
(3)

Degree of Decision Uncertainty)? Py - pl*

An example is given below to demonstrate this procedure:

Payoff Table

Sl 52 p(Sl) = .6
1 100 -100 PESy) = .4
A, 500 =500
L00 p % =100(1=p %) = 500 p * - 500(i-p *)
* =
P .5 ,
Negree of De¢ision Encertaintv Lb - .3

Degree of Deciston Uncertaipnty » .1
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In this eituation, A, would be selected usipng the ex-
pected value criteri;n and the prior probabilities,

By increasing the probability of 52'(where Al has a
more favorable pavoff) to .5 (a .1 change from .4) and
decreasing the probability of S, (where A has a less
.3, the expected value of A, in-

favcravle paveff) to L

creases and the expected value of Az decreases just
enough that the decision maker would be indifferent
between Al and Az using the expected value criterion.
> .1 would

result in the decision maker changing the decision from

Thug, any increase in the probability of S2

A2 to Al.

It should be noted that in the example given, A, has a
more favorable payoff tham A, if S, occurs whilé A, has
a more favorable paycff if S, occufs. With the medsuyre
used, decision uncertainty can exist only 1if such a
"tradeoff" exists. Also, it should be noted that a
unique solution exiscs only because the probability of
S, in combination with A, Is the same as it {s with AZ'
Tée validity of this assimption of the probability of

a state of nature being Iindependent of the decision al-
ternative involved depends upon the particular states
of nature selected. Thus, it is important to use this
measure of decision uncertainty only when relevant
states of nature can be selected whose probabilities
are not influenced by the decision alternatives
invelved.

Three or More Decision Alternatives and Two States of
Nature

The set of equations used in this situation is the same
as used in the previous situation. Separate probabili-
ties need to be calculated for each relevant pair of
decision alternatives. To be relevant, each pair must
include the alternative with the most favorable ex-
pected value based on the prior probabilities along
with one of the other decision alternatives.

Two or More Decision Alternatives and Three or More
States of Nature

In order to arrive at & unique algebraic solution in
this sitwation, the probabilities of only two of the
states of nature should be revised with each pair of
decision alternatives. It is recommended that a sys-
tematic procedure be used to select these two states

of nature with each pair of decision alternatives. The
procedure used here, which is not the only procedure
that could be used, involves selecting (1) the state of
nature with which the first alternative has the great-
est differencial advantage, and (2) the state of nature
with which the second altermative has the greatest dif-
ferential advantage. This procedure results in the
smallest possible revision in probabilities needed to
achieve equal expected values with each decision alter-
native.

Equations {1} and {2} need to be modified slightly in
this situation as shown below. Equation (3) should be
used without- modificacion.

b p &k o=
Py Pi N + pj (4)
2 n 2 n

V.. p* + V. o = v 4+ v i (5
% 111 ng 1575 g‘ 21 P§ jgl 215 )
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The payoffs and prior probabiliries below are ugsed o
demonstrate this procedure with uvne pair of decisicn
alternatives,

SI S

2 31

A, 500 300 -300 -500 p(sy) = .2
A, -200 -100 100 200 p(S,) = .2
p(S5) = .4

p(Sy) = .2

p? + pz = p] + Py = .4
500 p - 500 (.4 - p¥) + 300(.2) - 300(.4) =

-ZOOD? + 200(.4 - pT) - 100(.2) + 100(.4)

PyY = .257
Degree of Uncertainty > I.ZDO - .257| > .0587

In this situacion with Sl and SZ' Al has differential

With S3 and

Sa, AZ has differential advantages of $400 and $700

advantages of $700 and $400 respectively,

regpectively. Thus, Sl and S4 are the states of nature

selected for revision in the probabiliries since Al has

1 and A2 has

the greatest differential advantage with 54.

the grearest differential-advantage with 5

DECISION RISK

The particular decision risk involved when assessing

the value of research is that of making a marketing mix
decision without conducting research. This type of de-
clsion rigk is a functieon of the consequences of select-
ing the marketing mix decision alternative that would

be selected if the proposed research project 1s not cen-
ducted. Consequences will exist when a state of nature
occurs with which the alternative selected without re-
search does not have the most favorable payoff. The
magnitude of the consequence, which also could be

termed the opportunity loss of making the wrong deci-
8ion, 1s equal to the difference batween the most favor—
able payoff with a particular state of nature and the
payoff, with the same state of nature, for the alterna-
tive that would be selected without the research.

Using the above view of decision risk, it should be
measured by:

1. using prior probabilities to calculate expected
values for each marketing mix decision alterna-
tive;

2. 1identifying the decision alternative which has
the most favorable expected value; (This is the
alternative that would be selected if the pro-
posed research is not conducted.)

3. separately, for each state of nature, subtract-
ing the pavoff for the decision altermative
identified in (2) above from the most favorable
pavoff for the state of nature; (This measures
the magnitude of the consequence or opportunity
loss of making a decision without research with
each state of nature. Note that for those
states of nature with which the alternative
selected has the most favorable pavoff, the dif-
ference will equal zero.}



.. weighcing each difference by the relevant prior
prebability for each state of nature;

5. summing the weightad differences.

The pavoffs and prior probabilities below are used to
demonstrate this procedure:

S, = .6 S, = .3 S3 = .1

1 2
Al 5100 550 =530
A, $50 $100 -825
A3 =550 S0 $80
1-2. Al has the most favorable expected value (§70
compared to $57.50 for Az and -522 for A3) 3
3. Sl
5100 (most favorable payoff under Sl)
-$100 {(payoff for A, under 5.)
= 1 1 4.
52

8100 (most favorable payoff under 52)
:§§g (payoff for Al under 52)
$50
s

3

580 (most favorable payoff under 53)
-(-550) (payoff for A, under 53)
—SI30 1

4-5. $0(.6) + §50(.3) + $130(.1) = $28

Although the above procedure is differenc chan that
used in most textbooks to determine the value of per-
fect information, the value calculated with this pro-
cedure always will equal the value of perfect informa-
tion. Since the measured value of declsion risk always
equals the value of perfect informationm, both variables
are measuring the same underlying concept. Thus, it
makes little sense to talk about the two variables as
separate concepts. In this author's opinion, the term
"decision risk” more accurately describes the under-
lying concept than the term "value of perfect informa-
tion." 1If the value of perfect information is a func-
tion of decision risk, it is appropriate to label the
concept decision risk.

SUMMARY AND CONCLUSIONS

This paper has stressed the lmportance of discussing

how to measure the concepts of decision uncertainty and
decision risk as part of a more general discussion of

the assessment of the value of research. None of the
texthooks reviewed discuss the measurement of these two
topics. Thus, unless or until these suggestions are
incorporated into marketing research textbooks, the

material presented in this paper needs to be discussed

in the classroom. A recommended sequence and format to

use in presenting this material in the classroom is 6
provided below: *

l. Describe the calculational process and basic
terminology used {(e.g., states of nature, ex-
pected value, conditional probabilities, Baves
Theorum)., Students need to understand these 7
concepts in order to grasp the ideas discussed "
in this paper.

2. After demonstrating the calculational process
using a specific example, change the pavoffs in
such a way that the calculated value of researchd5§

increases because the degree of decision risk
increases. Care should be taken to insure that
the modification increases risk without, at the
same time, increasing decision uncertaintv. If
the prior probabilities for each state of nature
are equal, then interchanging payeffs for an
alternative will increase risk without increas-
ing uncertainty. For example, in the pavorf
table below, interchanging the paveoffs of 4,5,

and A.S, will increase risk without increasing
uncer%ainty.

Sl = ,333 S2 = ,333 S3 = 333

Al 100 -50 50

Az 50 =50 100

Ask students why the above change in pavoffs in-
creagsed the value of research. This gives stu-
dents the opportunity to intuitively understand
the concept of decision risk through self-insight

Discuss the manner in which decision risk should
be measured.

Change the payoffs in an example of the calcula-
tional process in such a way that both the cal-
culated value of research and decision uncertain-
ty increase. Note that an increase in decision
uncertainty will not always change the calcu-
lated value of research. It may not do so when
a decision alternative, which has the most favor-
able payoff if a particular state of nature oc-
curs, does not have the most favorable expected
value, using the initial payoffs and conditional
probabilities, even when the research result oc-
curs that is most consistent with this state of
nature. Using Churchill's example in Chapter
two to demonstrate this idea, note that with the
initial payoffs, the penmetration pricing alter-
native (A,) does not even have the most favor-
able expeited value with research result Z,,
which 1s the research result most consis:e%t
with the state of nature with which penetration
pricing has the most favorable payoff (53)' An
increase in the payoff of A, when 5, cccirs from
0 to $90 increases decision uncerta%nty but not
the value of research.

Since many changes in payoffs which increase
decision uncertalnty also increase decision risk,
cgre must be taken to change payoffs here so

that decision uncertalinty is increased without
changing decision risk. Again using Churchill's
example, changing the payoff of A,5. from $-50

to $0 and changing the payoff of g §2 from 30 to
$90 would increase both decision ugcertainty and
the value of research without changing decision
risk. However, changing the pavoff of A5, from
$80 to 5180 would increase decision uncettainty
and the value of research bur alse increase deci-
sion risk.

Ask students why the above change in pavoffs in-
creases the value of research. This gives stu-
dents the opportunity to intuitivelv understand
the concept of decision uncertainty through seli-
insight.

Discuss how decision uncertaintyv should be mea-
sured.
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THEE CLASSROCM ROLE OF THE CASE INSTRUCTCR

Stuart U. Rich, University of Oregon, Eugene, Oregon

ABSTRACT

A case may be used as a springboard or frame of refer-
ence for a lecture, or for a non-directed, unstruc-
tured class discussion. This paper discusses the
middle ground between these two extremes, and within
this context addresses the following questions: What
15 che case method? What are the elements of success-
ful case teaching? What do the students expect of the
case instructor? and What is the role of the imstruc~
tor in classroom discussion?

INTRODUCTION

Any discussion about the case method of imstruction is
unlikely to produce worthwhile results unless some
attempt is made at the outset to define the terms used.
In their article "Casing Casemethod Methods," Dooley
and Skinner stated, "Most discussions of the case
method are largely meaningless, The phrase ‘case
method' embraces such an array of pedagogic practices
that the term itself has no precise comnotation.

There are as many varieties of the case method as
there are practitioners. The only common denominator
in the method is the use of a case study. But the
purposes te which the case is puyt, and the actual
events that occur in class, vary almost without limit"
(Dooley and Skinner 1977, p. 277).

These authors went on to describe a number of alterma-
tive scenarios of case method classes. AL one extreme
was a class which took the form of a lecture by the
instructor, using the assigned case as a springboard
and frame of reference. He "walked the students
through" the important aspects of the case, did al-
most all the talking, and answered only those student
questions which he deemed relevant to the case, At
tne other end of the spectrum was the clase which the
instructor started by simply raising the question,

"If vou were the president of the company (described
in the case), what would you do?" The instructor
called only on volunteers, and gave them almoat com=
plete latitude as to whether they addressed themselves
to the remarks of prior speakers, or spoke to some new
aspects of the case, or merely expressed opiniomns not
particularly relevant to the case problems at hand.
Occasionally the instructor would jot a point on the
board, or suggest moving on to another issuye in the
case, but generally the students discussed what they
wanted to discuss, and in the way they wanted to dis-
cuss it.

In this paper I would like to deal with the case
method as falling on some middle ground between these
two extremes. It is on this "middle ground" cthat I
believe most case instructors operate, or at least try
to operate, depending on the nature of the cases they
are dealing with, the objectives of the courses being
taught, the background and abilities of their students,
and the overall case or non-case orientation of their
schenl, Witnin this context, I shall try to answer
tne questions, What is the case method? and What are
the elements of successful case teaching? Then T'l1
consider what the students expect of the case instruc-
tar, (Afrer all, as members of the marketing profes-
sion, we should give some consideration to what our
customers or clients want.) Finally, I'll describe

WHAT IS THE CASE METHOD?

Let me first give a simple definition of a case, and
then go on to describe the basic pedagogical elements
of successfyl case instruction. A case is a record of
a business issue, or issues, which have actually been
faced by busineas executives, together with the facts
and opinions upon which executive decisions had to de-
pend, In other words, cases are descriptions of real
business situations in which executives take action

and are responsible for the results. Notice that this
definition excludes "armchair" cases, or make-believe
situarions wrictten up by rhe instructor to fllustrate

a particular point in a lecrure. Likewise, "vest-pock-
et" cases, or very short caselets lacking adequate data
upon which to make a decision, are also excluded.

There are at least five basic pedagogical elements
underlying success in case instruction, They are: the
primacy of situational anmalysis; the imperative of re-
lating analysis and action; the necessity of student
involvement; a non-traditional instructor role; and an
administrative point of view (Christensen 1981, p. 8-13).
Let's look briefly at each of these.

First, the primacy of situational analysis means an-

alyzing a specific situation "as it is," aoct "as it
might be.” The student wust deal with the problems and
frustrations of a real-world situation, where there is
likely to be an absence of needed information, a con-
flict of company objectives and of company personali-
ties, and an imbalance between needs and resources,

Second, the imperative of relating analysis and action
means that the class considers action along with anal-
ysis whenever possible. The case discussion should in-
clude how to translate a logical plan into the com=
mitted behavior of a group of managers,

Thirdly, the necessity of student involvement refers co
the active intellectual and emotional involvement re—
quired of the student. If the student clearly takes a
position in his own mind on the issues of the case,

then he {or she) will be quite pPersonally jinpvolved in
the discussion - and intensely interested. On the other
hand, if the student reads a case and remains neutral
about it, then he (or she) is unlikely to be affected
and thus will not learn a great deal from the case ses-
sion.

Fourthly, a non—traditional instructor role means thar
the teacher accustomed to the traditional lecture meth-—
od may be uncomfortable on first encountering the case
method. This reminds me of a short rhyme on education-
al philosophy:

"When many sit in relaxation while
one dispenses information,

We call the process education”

(Bronthius, Davis, and Druskel 1957),

The case lastructor, in other words, is not a dispenser
of information, and his job i{s not so much to teach
students as to encourage learning.

The fifth element of successful case teaching is the
development of an administrative point of view. Al-

the role of the case imstructor in classroom dis- a7 though hard to define precisely, this term refers to

cussion,



a composite pactern of acquired skills essential for
the successful manager. These skills include, first,
a focus on the specific situation within the context
of the total situation., For example, 4 manager must
deal with all factors, both technical and human, with-
in the context of the whole company, as well as exter-~
nal competitive pressures. A related skill is a
sensitivity ro interrelationships, or the ability to
sge now action taken to resclve, say, a sales problem
mav affect manufacturing and ianventory control. A
third skill 1is appreoaching problems as ofne respon—
sible for the achievements of the organization. In
describing this skill, one author noted, 'We academics
live in the world of commentators and critics. But in
the management world, the successful individuals must
not only see what needs to be done but take responsi-
bility for getting the problem solved" (Christemsen
1981, p. 13). Related to this skill is the fourth one,
an_acticn grientation, or the desire of a manager to
nelp his organizacion meove ahead to deal with irts
problems and exploit its opportunities.

WHAT THE STUDENTS EXPECT OF THE INSTRUCTOR

What de the students expect of cthe instructor? First
of all, they expect him (or her) to be knowledgeable
in the field in which he is teaching - in marketing,
for example, to have a good grasp of fundamental con-
cepts such as product life cycle and market segmenta=-
tion. The objectives of the course and the objectives
of each case should be clear to the instructor and he
should have absolute mastery of the essential details
of each case,

Secondly, the instructor is expected to provide the
students with cases (and back-up reading materials)
which will make it possible for them to think pur-
posefully. The instructor, in choosing cases to use,
should be aware that the "climate" of the case method
class deserves careful planning, If the instructor
expects to play "conductor” and the class to play the
"orchestra," then the case 1s the "score” (Reynolds
1977, p. 133). Surveys have been done of both stu-
dents and faculty as to what awakens student interest
in a case and what characteristics are shared by suc-
cessful cases (Bennett and Chakravarthy 1978, pp. 12,
13) (McNair 1971}, Conclusions can be summarized as

follows:

1. A good case tells a story. It has a time
structure, an exposltory structure, and a
plot structure,

2. A good case focuses on an interest-arousing
issue or problem.

3. A good case ls set in the past five years.

4, A good case permits empathy with central

characters,
5. A good case includes quotations from com—
pany sources. These may be spoken or writ-
ten, and add realism and allow the student
to interpret such quotes in the light of
what he knows of those with whom the quotes
originated,
A good case requires appraisal of decisions
already made. In other words, the case pro-
vides not only issues of its own, but data
to evaluate past management decisions, since
decisicns in real life are guided by prece-
dents and prior commitments,

7. A good case requires solution of management

problems.

8. A good case teaches a management skill.
Tnirdlv, what about the actual classroom discussions =
what do the studenrs expect here? Students' expec-
tations ¢an ne summarized as fcollows (Christensen 1981,
p. 1), {(Frev 1983), (Erskine, Leenders, and Mauf-

fette=Leenders 1981, pp. 133-179): 48

Genfidence thac the instrugter knows whege the
discussion is going, and thar what mav seem
like disjointed odds and ends will really lead
them to some discovery.

An assurance that the instructor will not
humiliate them when they attempt to contribute
and make an error. Mistagkes are real learning
opportunicies,

An insistence by the instructor that students
scate their positions or conclusions. Stu-
dents do not want to nall each other down.

A clear statement of rules of class attendance,
and the importance of class participation in
the final course grade,

Encouragement of wide participarion im class
discussion,

Direct or indirect signals from the professor
that student analysis is moving in the right
direction.

Asking students to list major topics for dis=-
cussion and writing them on the blackboard.
This is useful for the first ten minutes,
Thereafrer, the instructor should help ensure
their coverage.

A clear statement by the Iinstructor of the ob-
jJectives of the course, and a show of enthu-
siagm for those objectives,

8.

ROLE OF THE INSTRUCTOR IN CLASSRCOM DISCUSSICN

In assessing the role of the instructor in case dis-
cussions we should first review how students learm by
the case method., As suggested in our earlier descrip-
tion of the pedagogical elements of successful case
instruction, they learn through inductive rather than
deductive reasoning. As in other professional fields
such as law and medicine, management education is based
on gituational analysis and prescription. The reason-
ing 1s inductive; it proceeds from the particular to
the general, By comparison, deductive learning pro-
ceeds from the teaching of a set of principles or
theories which the aspiring managers then seek to apply
to the treatment of specific situations, "In manage-
ment, however, problems do not yield to sets of laws,
theorems, or principles unless perhaps the problems are
reduced to artificilally simple forms" (Corey, Lovelock,
and Ward 1981, p. 6).

Essentially, through case study, students learn by dis-
covery, that is, interpreting and finding meaning in
the information provided in the case, They learn by
the development of thelr analvtical abilities through
skillful probing by the instructor, They learn by con-
tinual practice - through rigorous analysis of a large
number of cases. Finally, they learn by contrast and
comparigon, identifying common elements among differ-
ent cases, and understanding why what might work in one
situation will not work in another (Corey, Lovelock,
and Ward 1981, p, 6-8).

Given, then, the elements of successful case teaching,
what the students expect of the case instructor, and
how students learn by the case method, what should be
the role of the instructor in classroom discussion? A
good summary of the role is provided by aAbell and
Hammond (Abel and Hammond 1979, p. 9):

The discussion leader's role is to encourage and
to facilitate, to ask questions; to rephrase; and
to summarize, He or she does not tell the group
what to think, but encourages members to think for
themselves, examine their positions, to explore
fully various facets, and perhaps leads them to
consider areas theyv may have missed. The purpose
is not to reach a consensus but to air various
approaches and the arguments for and against them.
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The soundness of the process of analysis is far more
important than the conclusiocn, since there are many

good selutions to most managerial problems.
SUMMARY

We have seen that there is a wide divergence of views
on what constitute case teaching. At one extreme, a
case may be used simplv as a springbeard for a lecture;
at the other extreme, it may be used as a backdrop for
an unstructured student "rap session,” In the middle
ground between these two extremes, cases are used to
train students to become future managers by teaching
them to make decisions, and by inculcating in them an
administractive point of view., Thus the cases used are
based on actual situations facing executives. They are
decision—oriented, and call for taking actiom. The
learming precess invelved i1s inductive rather than de-
ductive,

Within this contexc, there are a number of factors the
case instructor must consider before determining his
{or her) appropriate classrcom role. First, the
mission of the school, the objectives of the courses
being taught, and the backgrounds and abilities of the
instructor and of the students must all be examined,
For example, if the mission of the school (explicit or
implicit) is to turm out scholarly observers of the
business scene rather than practicing business admin-
istrators, then the traditional lectyre method may be
more appropriate than the case method,

Next, the case instructor must consider the basic ped-
agogical elements of case teaching - in other words,
what the instructor expects of his students. As noted
earlier, these expectations include the ability of the
students to do situational analysis, to relate anal-
ysils to action, to identify and take a position on the
issues of the case, and to develop an administrative
point of view,

Finally, the case instructor must be aware of what the
students expect of him (or her)., Among other things,
they expect the instructor to be knowledgeable in his
field, to make clear the objectives of the course and
the cases, and to have a mastery of the essential de-
tails of each case. The cases used should make it
possible fer the students to think purposefully. They
should, for example, contain interest-arousing lssues,
permit empathy with central characters, teach manage-
ment skills, and require solution of management prob=-
lems. During the classroom discussion of the cases,
the students want to be confident that the instructor
knows where the discussion {s going, and, while in-
sisting that they state their positions or conclu-
sions, will not humilfate students if they make errors.
Other expectations include encouragement of wide
classroom participation, and signals from the instruc-
tor that the analysis is moving in the right direction.

Having addressed all of the above issues, the case in-
structor may decide that his role should be that of a
facilitator, a coach, or an orchestra conductor, or
perhaps a2 combination of all three. Under any of
these roles, he does not tell the class what to think,
but encourages members to think for themselves, to ex-
amine their positions, to reach meaningful conclusions
on the case issues, and to show a willingness to take
responsibilitv for the implementation of their recom-
mended courses of action,
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CASE ANALYSIS: STUDENT AND FACULTY PERCEPTIONS

C. Patrick Fleenor, Seattle University, Seattle, Wa,

This paper reports & study of faculty and student
oerceptions of the value of case analysis. The sur-
vey sample included faculty members and graduate and
undergraduate students at two universities. Signif-
icant differences were evident between the three
groups in the perceptions of the case method in com-
parison with other teaching approaches. A five step
scale (very satisfied - quite satisfied - satisfied,
no more or no 12ss - somewhat dissatisfied - very
dissatisfied) was used.

Overall satisfaction with case analysis was highest
among faculty members and Towest among undergraduate
students - 80% of the faculty members expressed high
or very high satisfaction, while the tally was 64%
for MBA students and 55.9% for undergraduates. High
or moderate dissatisfaction was registered by 15.3%
of the undergraduates and 4.1% of the MBA students,
while no faculty member expressed dissatisfaction.

In comparison with other methods, the case approach
did not compare favorabiy. In comparing case anal-
ysis with traditional lecture, 90% of the faculty
sample was somewhat or very satisfied, while only
47.6% of MBAs and 32.3% of the undergraduates felt
similarly. No faculty members were dissatisfied with
case as compared to lecture, but 21.4% of MBA stu-
dents and 25.8 % of undergraduates were.

Comparing case with lecture-text elicited 80% some-
what or very satisfied responses from the faculty,
46.6% from MBA students and 37.1% from undergraduates.
None of the faculty sample indicated dissatisfaction,
while 19,4% of MBAs and 22.6% of undergraduates did
50.

The final comparison was with group projects., Sixty
percent of the faculty members were somewhat or very
satisfied with the case method in this comparison and
none were dissatisfied. Of the MBA sample, 46.6%
were somewhat or very satisfied and 13.6% were some-
what or very dissatisfied. Corresponding figures for
the undergraduates were 37.1% and 17.7%.

The subjects were also asked their opinions about the
relevance of case analysis to the program of study,
and the quality of realism evident in case analysis.
Faculty members were much more satisfied with rel-
evance (90%) than were the MBA students {56.3%) and
the undergraduates {54.3%). Interestingly, MBA stu-
dents were more satisfied with the realism of cases
(52.5%) than either facylty members (50%) or under-
graduate students (43.6%).

learly, faculty members have a higher regard for the
case approach than do students. There may be several
explanations for the difference: the experienced case
teacher may find the case course more "interesting”,
in the sense that group dynamics play such an inte-
gral role. The professor may achieve egqo gratifi-
cation through skillfully guiding class discussion,
in a sense "orchestrating" the outcome. And, the
professor may believe that the case approach results
in better learning.

S0

The remaining questions focused upon skills developed
through case analysis. Undergraduate students were
more satisfied with progress in that area (56.5%)
than were MBA students (55.4%). Only 50% of the
faculty members were somewhat or very satfisfied with
student improvement in that area. Sixty percent of
faculty respondents were somewhat or very satisfied
with student ability to identify major problem areas,
while 62.2% of the MBAs and 66.2% of the undergrad-
uates were similarly satisfied.

Thirty percent of the faculty members were somewhat
or very satisfied with student ability to identify
major strategy facts. Corresponding figures for MBAs
was 50.5% and for undergraduates 40.3%. Undergrad-
uates were marginally more satisfied (56.5%) with
their ability to identify viable alternatives than
were MBA students (56.3%). Only 30% of the faculty
sample was as satisfied with student ability.

The more worrisome differences are those related to
perceived ability. Faculty were Tess satisfied than
students in analytic skill improvement, as well as
ability to identify major problem areas, and ability
to identify major strategy facts and ability to iden-
tify viable alternatives. Assuming the faculty per-
spective to be more accurate, we are inundating the
world with graduates who greatly overestimate their
ability to deal with business situations - a view
shared by many employers.



3

L ]

vy

gt

STUDENT SATISFACTION: EXPLORING THE DISCONFIRMATION FRAMEWORK IN A HICHER EDUCATION CONTEXT

Jacqueline J. Johnson, University of North Dakota
Jeffrey S. Conant, Arizona State University

Michael P. Mokwa, Arizona

Declining enrollments, decreased funding, and increased
demands have compelled most instirtutions of higher
education to consider marketing practices and research
more seriously. However, most market research in
higher education has focused on the prospective student
and recruitment activities. Evaluation of student sat-
isfaction has been a relatively neglected topic. Our
study explored student expectations and satisfaction.
The disconfirmation framework of consumer satisfaction
was tested as an appropriate approach for studying
satisfaction in higher education. The degree chosen
for review was the Masters in Business Adminiscration.
Early models of consumer behavior established the
importance of consumer satisfaction proposing that it
resulted from a consumer's subjective comparison of
"expected" and '"received" product attributes. This
original perspective was significantly altered by
including a disconfirmation construct. The new
perspective suggested that a consumer'’s expectations
of a product's attributes or performance can be either
confirmed or disconfirmed through product usage. As

a result of this experience, a consumer develops a

situation specific feeling of satisfaction or dis-

satisfaction, Disconfirmation serves as an inter-
vening variable. Although it has been demonstrated
that the disconfirmation experience can be a more
important force than expectations in consumer satis-
faction, the need to include the disconfirmation con-
struct as an intervening variable has not been sup-
ported in all cases. There is a need to coantinue
investigation of the discoufirmation framework across
different products and contexts. Higher education 1is

a complex "service" product and an interesting con-

sumption context in which to explore the disconfir-

mation perspective. Stated ir alternative form, ocur
hypotheses were:

Hi: Disconfirmations will have greater impact om
student satisfaction than expectations will.

HZ2: The level of student satisfaction will be directly
correlated with the direction and magnitude of
encountered disconfirmations.

H3: Students with low expectations who experienced
positive disconfirmations will have significantly
higher levels of satisfactlon than students who had
high expectations and experienced confirmations or
negative disconfirmations.

Qur study was conducted »f a large public universitcy

during a recent spring semster. Samples of prospec~-

tive (n=91) and currently enrolled (n=171) students
were included. In the development of our question-—
nalre, a iistr of potentially important program elements
was generated and pretested. S5ix elements proved most
relevant: quality of instruction; coursework/degree
requirements; class size; graduate advising services;
career opportunities; and career services. Thege were
included on the final questlonnaires. Student expec-—

-wcions and disconfirmations were measured through

self-administration of the questionnaires.

As in previous studies, Likert scales were used to

assess expectation components for the program elements.

A certainty ¢of expectations measure was included to

help determine how strongly an expectation was held.
Disconfirmation as a subjective comparison of actual
vutcomes to expected probabilities was operaticmalized

on a "better-and-worse-than-expected scale.”" The
satisfaction construct was measured using a multi-item §7
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semantic differential scale. Satisfaction was

assessed for: the choice to pursue an MBA degree; the
MBA program itself; and the university. Reliability
scores for satisfaction were calculated.

Hypothesis (Hl) stated that disconfirmations would have
greater Impact on satisiaction than expectations. Mul-
tiple regression was used to analyze how expactatious,
certainty of expectations, and disconfirmations influ=-
enced satisfaction. For overall satisfaction with the
university, Hl was clearly supported. TFor all program
elements, disconfirmation made a greater contribucion
to satisfaction than expectations. Certainty of expec-
tations was alsoc positively correlated with university
satisfaction for all variables. Results for the dimen-
sion, choice to pursue the degree, also indicated that
disconfirmations contribute more to satisfaction than
expectations. However three of the independent vari-
ables did not make a significant contribution. Only
certainty about the quality of instruction and degree
requirements contributed significantly. Certainty
about advice was negatively related. For satisfaction
with the program, only twe of the program elements
produced a significant relationship: quality of
instruction and coursework/degree requirements.

Hypothesis (H2) tested whether students' satisfaction
wag directly correlated with disconfirmations. Pearson
correlation coefficlencies were calculated and supported
thiswith no significant exceptions. Regression analysis
was conducted to confirm the direction and relative
impact of each element on satisfaction. Beta coeffi-
cients for all disconfirmation variables were positive
as hypothesized, but the level of significance varied.
The highest proportion of significant relationships
occurred with the program satisfaction dimension.

Analysis of covariance was used to test H3 which
hypothesized that satisfaction would be greater for
students who had low expectarions and then experienced
positive disconfirmations. This hypothesis was
supported when controlling for positive disconfirmation
only for the quality of imstruction and degree re-
quirements/coursework elements.

Overall results were consistent with prior research.
Expectations and disconfirmations directly influenced
students' satisfaction. Expectations had less impact
than disconfirmations, and satisfaction was directly
correlated with the disconfirmations encountered. For
variables that were important, satisfaction was found
to be greater for students with low expectations who
experienced positive disconfirmations.

In this study, an elementary operationalization of che
disconfirmation framework was enacted. Results suggest

‘that more comprehensive designs and more sophisticaced

analytical rechniques are appropriate in future studies
in educational contexts. Moreover, the theoretical
perspective and general methnds explored in this study
could be adapted to design and cnnduct practical eval-
uative research studies or to establish an evaluation
process in which students' expectations and relative
satisfaction levels could be assessed and mounitored
across programs, services and time. The theoretical
bases of the disconfirmation perspective can uoffer
interesting Iinsights gufding strategic analysis,
resource allncatinns and marketing action in higher
education contexts.



WHY INTEREST GROUPS ATTACK ADVERTISING:
A SOCIAL-PSYCHOLOGICAL INTERPRETATION

Terrence H. Witkowski, California State University, Long Beach

ABSTRACT

A number of interest groups seem to thrive on attack-
ing advertising, especially when their attacks might
culminate in more stringent adwvertising regulations.
Following a brief introduction to interest groups,
this paper describes the formation of two kinds of
attitudes ~— attitudes toward advertising content and
actitudes toward advertising effects =-- that seem to
underlie much advertising criticism.

AN INTRODUCTION TQ INTEREST GROUPS

In his seminal work, The Governmental Process, David
Truman (1951) defines an interest group as:

. . . a shared=-attitude group that makes certain
claims upon other groups in the society. If and
when it makes its claims through or upom any of
the institutions of government, it becomes a
political interest group. (p. 37)

Another name for a political interest group is simply
a "pressure group.” (Bonme and Ranney 1976, p. 101)

A few things should be noted about the terms "shared-
attitude” and "group." Shared attitudes, a mutual
orientation toward the group's interest, provide group
members with frames of reference for interpreting and
evaluating events. Feminist groups, for example,
share attitudes about inequalities in women's status
and, accordingly, interpret many diverse avents from
this frame of reference. Similarly, interest groups
devoted to combating alccohol abuse will see drinking
behavior differently than those less concerned about
this social problem. The term "group” does not nec-
essarily imply a small group where interaction 1s
based upon face-to-face contacts. Interest groups can
be much broader collectivities that interact primarily
via mass communications. As Truman (1951) puts {it,
"the existence of neither the group nor the interest
is dependent upon formal organizatiom, although that
feature has significance, particularly in the context
of politics.” (p. 36)

[t follows that some interest groups are better orga—
nized than others., Some groups have a well defined
membership, committed rank-and~file members, efficlent
means of communication, and a well funded political
ptogram., Other groups, in contrast, are more loosely
defined, less committed, communicate irregularly, and
have little or no soclal or political program. Fur~
thermore, almost every interest group has an active
minority of members. "Even a superficial look at an
organized group reveals that its decisiens and affairs
are in the hands of a small number of activists. The
larger the group the smaller is the percentage in
charge.”" (Bone and Ranney 1976, p. 103) This active
minority is likely to be comprised of one or more cru-
sading reformers, those moral entrepreneurs who have
either formed or joined the interest group to further
their own "career." (Becker 1963} These activists
often spearhead advertising criticism.

Interest groups can be classified according to the
kinds of secial problems they seek to ameliorate.
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For inmstance, some groups have relatively narrow agen-
das that focus upon issues in advertising and the mass
media. A group in this category would be Action for
Children's Television (ACT), one of whose ultimate
goals appears to be the elimination of all broadcast
commercials directed toward young children. Another
group in this categery is the Rev. Donald Wildmon's
Coalition for Better Television (CBTV). This group
seeks to eliminate sex, profanity, and violence from
television programming and advertising, and even moni-
tors beoth media forms for their sexual content
(Pendleton 1981).

Other groups have a much broader agenda that {nexora-
bly expands to include advertising perceived as ger-
mane to the group's major interest, For example, the
public health interests that worried about the rela-
ticnship between smoking and health in the 1950s, be-
came opposed to cigarette advertising in the 1960s
(Fritschler 1975). Similarly, feminist groups arga-
nized in the 1960s quickly came to attack the portray-
al of women in advertising (Grant 1970). Unfortunate-
ly, this simple categorization is a bit untidy. After
all, the concerns of CBTIV can be seen as an extension
of the lengthy social and political agenda of the
Moral Majority. Also, some public health interest
groups, such as John Banzhaf's Action on Smoking and
Health (ASH), were formed to deal mainly with the rel-
atively narrow issue of cigarette advertising.

Finally, interest groups that attack advertising dif-
fer markedly in their philosophies and tactics. Orga-
nizations such as ACT, ASH, and most feminist groups
have relatively progressive programs and, presumably,
attract a liberal constituency. CBIV, on the other
hand, promotes very conservative values and draws its
conatituency from fundamentalist Christians. More-
over, the liberal groups seem apt to support their at-
tacks with social sclence research, a veritable cot-—
tage industry in academia, while CBTV argues from a
strictly moral, Biblical point of view. Lastly, the
liberal groups often depend upon sympathetic govern-
agencies, especially the Federal Trade Commission, to
advance their cause, CBTV, in contrast, has gone di-
rectly to the networks and sponsors with its demands,
brandishing the threat of a boycott as its weapon
{Cohen 1981).

ATTITUDES TOWARD ADVERTISING CONTENT

There are always some activists within an interest
group who take the group's interest very sericusly.

In the feminist movement many women, and some men, be-
lieve that the status of women has been and still re-
mains a social problem of encrmous magnitude. A few
of these people, perhaps having personally experienced
sexual abuse or job discrimination, openly call them-
selves feminists and use this label to organize much
of their self-image. Similarly, in the alcohol prob-
lems field, many individuals, some of whom are recov-
ering alcoholics themselves, deal directly with
abusers on a day-to-day basis and, consequently, can-
not help but observe just how damaging the drug can
be. In extreme cases, work in the alcohcl problems
field and beliefs about the severity of alcohol abuse
and alcoholism become central to a persen's life and

it
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world view.

Now, consider those women whe are quite serious about
the feminist movement. They might agree that pecople
should not be treated as sex obiects, that woman's
role is not necessarily limited to homemaking, and
that all toc many women are raped or otherwise physi-
callv abused. While watching television or reading a
magazine, what might these women cbserve? For one,
they notice many ads that, at least in their minds,
treat women as sex objects. They also see countless
ads for household products where the central character
appears to be a traditional, somewhat insecure, house-
wife. To make matters worse, they even spot a few
lingerie ads that intimate female bondage and other
forms of physical violence. In short, thelr view of
reality is being contradicted by advertising content
and their sensibilities are bound to be offended.

Imagine another scenario: the experiences of thera-
pists who work in veteran's hospitals or halfway
houses rehnabilitating alcoholics. Suppose that while
driving home after a long and often frustrating day,
they hear several catchy, happy radie jingles for beer
and spot several gigantic billboards for whiskey, all
of which feature beautiful, healthy, seductive models.
Later in the evening, they might turn on their tele-
vision sets and see half a dozen commercials starring
rugged outdoorsmen, famous athletes, and other celeb-
rities extolling the virtues of sundry beer and wine
brands. If they decide to silence the televigion and
page through their favorite newsweeklies, they will
probably find ad after ad telling them how this or
that brand of liquor facilitates almost every social
occasion and, in so doing, enhances their social
standing. By bedtime the therapists must feel as if
the world is inundated with alcohol advertigements,
most of which seem to fly in the face of their working
experiences with the human consequences of alcohol
abuse and alccholism. Indeed, their concern about al-
¢ohol problems might even make them more attentive to
such ads than the average person and, hence, even more
likely to be offended.

These groups of hypethetical interest group members
are likely to be critical of, respectively, the por-
trayal of women in advertising and alechol advertis-
ing. Furthermore, after reading a feminist or am al-
coholism publication, or after having a discussion
with someone who shares their attitudes and experi-
ences, they might discover that they are not the only
ones critical of advertising. They may even learn of
new criticisms, as well as variations on their exist-
ing ones. The result of such interactions is that
emerging beliefs are validated and become more firmly
rooted and better articulated. As these individual
experiences multiply, as critical attitudes spread
amongst the activists and then to the rank-and-file,
advertising becomes part of the interest group's agen-
da and a controversial issue in 1its own right.

Let us generalize from these hypothetical examples.
One reason an interest group expands its agenda to in-
clude advertising, is because some ads challenge the
group's shared attitudes. That is, the portrayal of
women in advertising often illustrates the very social
conditions that feminists find objectionable, while
alcohol advertising usually ignores the social prob-
lems of alcohol abuse and alcoholism. As scholars
have noted (Levy 1959, Myers 1971), advertising is re-
plete with symbolic content. At the same time, the
proecess of social problem definition, an important in-
terest group activity, usually entaills the manipula-
tion of, as well as clashes over, various symbols
{Blumer 1971). Thus, it is not surprising that an in-

criticize advertising. To group members advercising
symbolizes an alternative, competing definition of the
social problem. Stated differently, advertising con-
tent annoys, irritates, and is criticized hecause it
suggests a world view that an interest group refuses
to accept.

ATTITUDES TOWARD ADVERTISING EFFECTS

Although this line of reasoning might explair why an
interest group criticizes the content of advertising,
it does mot explain why so many people also believe
that advertising has negative effects or, in other
words, contributes to a social problem. Clearly, one
explanation should be eliminated at the ocutset. There
is almost no reliable, empirical evidence proving that
advertising was or 1s a causal factor behind alcohol
problems, sexuality, profanity, cigarette smoking, or
the status of women. Some content analyses do support
the critics' claims, but advertising content does not
necessarily imply advertising effects. Only in the
areas of children's advertising and, to a lesser ex-
tent, the portrayal of women in advertising, has there
been much research to serve as a basis for interest
group attacks (see, e.g., Walstedt, Geis and Brown
1980). Therefore, attitudes toward advertising ef-
fects seem to be founded largely on speculation, and
not on facts.

This suggests that a better explanation can be found
by analyzing the psychology of the critics. For ex-
ample, a belief about the deleterious effects of ad-
vertising may actually serve as a rationale for taking
offense to its content. When the critic is asked why
he or she dislikes a particular kind of advertising,
gaying that the ads aggravate a social problem pro=-
vides & reasonable, socially acceptable justificationm.
However, in most advertising controversies, beliefs
about the negative effects of advertising are voiced
too frequently to be merely a convenient excuse for
being offended. i

Perhaps, instead, advertising is used as a scapegoat,
blamed in lieu of more important, but less visible
causal factors. Morris Chafetz (1975), a former di-
rector of the Naticnal Institute on Alcohol Abuse and
Alcoholisa (NIAAA), has commented: "Because advertis-
ing has prowinence, perceived wealth, and is ubiqui-
tous, it is a 'safe' scapegoat for some who are as
concerned as I over our growing national problem of
alcohol abuse and alcoholism." (p. 15) Explanations
of this sort appear more promising, but need to be
more thoroughly explicated.

There seems tco exist a deep-seated human need to ex-
plain the world around us, to give meaning to our en—
vironment. For instance, we constantly attempt to ex-—
plain our own actions and the actions of others. We
try to assign blame when things go wrong and find rea-
sona for success. At a more sophisticated level, ju-
rors in courts of law and scientists in the midst of
their research are also engaged in a process of expla-
nation. This motivational assumption about human na-
ture is the foundation for all theories of attribution
(Shaver 1975) and, if researchers in this field are
correct, people apparently spend a lot of time and
mental effort in order to make attributions and,
thereby, construct plausible explanations.

If people have a need to explain their world, then it
seems reasonable to expecr that interest group members
try to explain the social problems that constitute
their shared interest. Evidence for this phenomenon
is ample., There is a great deal of research on the

terest group concerned about a social problem comes to 53 determinants of alcohol abuse, cigarette smoking, and



the status of women. Needless to say, this vesearch
represents the social scientist's curilosity about the
causes of social problems, VYet, researchers are not
the only people so motivated. Mass media commentators
frequently offer their own explanations, as do politi-
ciansg and bureaucrats responsible for establishing
salutary programs. Even the man on the street, during
conversations or while engaged in idle thought, might
speculate about sccial problems.

However, the type of person most likely to need some
explanation for a social problem is the interest group
activist who takes the problem very serlously, Tor
this person, a social problem is an intrinsically
narmful condition and any knowledge about its causes
might be useful in dealing with it. For example, a
staunch feminist should be very curious about the de-
terminants of women's status since this knowledge
might help in improving conditions for women, Simi-
larly, a professional therapist who cares a great deal
about alechol abuse and alcoholism should be especial-
ly eager to understand the reasons behind alcohol
problems. Such understanding might be helpful in
treating and rehabilitating problem drinkers or in
formulating public policies to prevent new abusers.
Generally speaking, the more important and immediate a
social problem appears to someone, the greater should
be the motivation to explain it.

The concerned individual will scon discover that there
are a number of plausible explanations for the social
problem, one of which is advertising. But unlike many
of the competing explanationa, which are often sup-
ported by voluminous research findings, the effects of
advertising upon the social problem have rarely been
subjected to empirical verification and so remain a
glib hypothesis. Why is this untested hypothesis of=-
ton so popular with interest group members? The rea-
son is because advertising possesses several charac-
teristics that facilitate its role as causal villain
or scapegoat and, in the process, satisfy deep-seated
needs to explain the social problem.

First, since the effects of advertising upon social’
problems have rarely been, and cannot easily be, sub-
jected to empirical test, they also cannot be proven
false and eliminated from any future consideration.
As a result, hypothesized negative effects remain a
tantalizing possibility beyond the reach of quantita-
tive, social science methodologies.

Second, many pecple have long maintained a strong be-
lief in the power of advertising to persuade and ma=-
nipulate {(Schramm 1973), even though there 1s much
routine evidence to the contrary. Indeed, despite
repeated dentals from academics and practioners alike,
there is even a widespread belief in the use and effi-
cacy of subliminal advertising (Zanot, Pincus and Lamp
1983). 1f advertising is already presumed to be the
main reason for, say, alcohol brand choice, then, by
extension, one might alsoc believe that it is the force
behind the decision to drink and even drink to excess.
Beliefs in the persuagive powers of advertising, like
beliefs in the occult, may be due to people's natural
fascinacion with powers beyond their individual con-
trol.

Third, advertising perceived as germane to a soclal
problem constantly confronts the person who worries
about the social problem. This seeming ubiquity, par=-
ticularly when combined with a tendency to dislike all
advertising, might lead to an overestimation of its
saliency as a causal ferce. Competing determinants,
in contrast, might be relatively "invisible" or ab-
stract. For instance, parent-child conflicts over toy

purchases could be caused by the influence of both toy 54 zation and social-political agendas.

ddvertising and peer example. Toy advertising, how-
ever, should be more evident to the beleaguered parent
than the relatively unseen interactions between one
child and another.

Finally, advertising satisfies a person's need to ex—
plain because 1t is a comparatively tractable variable.
Although a person might believe that male chauvinism
is the major factor behind the low status of women,
there is usually not toe much that can be done about
it. The portrayal of women in advertising, on the
other hand, might be more amenable to some remedial
actiog. This consideration seems to be the reason why
clgarette advertising, rather than cigarette produc-
tion or distribution, became the major issue for the
anti-smoking forces of the 1960s (Sobel 1978).

With these important need-satisfying properties, he-
liefs about the negative effects of advertising are
bound to spread amongst those who fret over a social
problem. Furthermore, several types of social influ=~
ence usually accelerate this process of belief diffu-
sion. For example, incipient beliefs might be rein-
forced and elaborated during conversations with some-—
one else who cares about the social problem and holds
advertising responsible. Also, a person might learn
to associate advertising with the social problem while
reading a newspaper or magazine article or while
watching a television documentary. Finally, interest
group activiscs, likely to be most critical of the ef-
fects of advertising, might disseminate their views to
the rank-and~file via newsletters, pamphlets, and
other publications.

DISCUSSION AND CONCLUSIONS

The process of interest group attitude formation is a
phenomenon with important implications. Interest group
attitudes can influence the opinions.of. the public at
large which, in turn, may affect the policies of the
various industry, media, and governmental regulatory
bodies that control advertising. More important, these
attitudes can lead to direct pelitical pressures on the
regulatory bodies in the form of petitions, lawsuits,
or, if allies are present, Congressional action, Thus,
what interest groups think about advertising could
eventually be translated inte what private and public
policy-makers do about advertising.

The leap from attitudes critical of the content and ef-
fects of advertising to outright political action may
entail the formation of an intermediate attitude cate-
gory: attitudes toward advertising regulation. If an
interest group member dislikes the content of a partic-
ular kind of advertising, then this person should natu-
rally desire to see some changes made. If, in addi-
tion, this person believes that the advertiging con-
tributes to a social problem, then the desire for cor-
rective action should be all the greater. As before,
the diffusion of these regulatory atcitudes is facili-
tated by person-to-person contacts and by mass media
publicity. However, this relationship might not nec-
essarily hold for all people. No matter how much they
dislike or question a certain kind of advertising, some
individuals may not believe in advertising regulatien
as a means to ameliorate a social problem, Other val-
ues, such as a belief in the freedom of speech, could
suppress this relationship. Nevertheless, when sur-
veying the opinions of an entire interest group, the
three categories of critical attitudes should be inter-
correlated.

In conclusion, this paper has defined interest groups
and has shown how they vary in terms of their organi-
Ir has also dis=
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cussad the formacion of 3ttictudes toward advercising
content and advercising effects. Critlcism of adver-
tising content appears to arise when ads portray a
social problem in a way that challenges interest group
definition or perceptions of the problem., Advertising
is accused of contributing to the social problem be-
cause interest group members need an explanation and
advertising, as much or more than other factors, can
satisfv this need. C(riticism should be greatest
amongst those activists who truly care about the prob-
lem, but personal interactions and mass media public-
ity help to diffuse critical actitudes to even the
least concerned of the rank-and-file.
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ADVERTISING SELF REGULATION
A COMPARATIVE ANALYSIS OF THE AMERICAN AND BRITISH SYSTEMS

Taylor W. Meloan, University of Southern California, Los Angeles

The United States has been a world leader in the re-
gulation of advertising by governmental agencies and
through self regulatory mechanisms. American regu-
latory goals have focused largely on consumer pro-
tection from deceptive or false advertising, as well
as quarding advertisers from such practices by their
competitors. There has been a pronounced ercsion
recently in the role of government as the principal
guardian of consumer interests, and as the watchdog
of the business community. This provides new oppor-
tunities for self regulation by the industry. The
thrust of this report is to contrast the operations
of the principal mechanism for self requlation of
advertising in the United States, the National Adver-
tising Division of the Council of Better Business
Bureaus, with that ¢f the United Kingdom, the Adver-
tising Standards Autheority. This study provides the
basis for recommendations to augment and improve
American self reguiatory policies and mechanisms.

The principal vehicle for self regulation of
national advertising in the United States is the NAD
(National Advertising Division) /NARB (National Adver-
tising Review Board) mechanism. The NAD is the first
tier of the self regulation process, while the NARB
is positiocned as the second tier or appeals level.
The NAD functions through a professional staff in
New York. In evaluating a gquestionable advertising
claim, the NAD staff requests undigested data from
an advertiser in order that it may replicate the
reasoning process by which the advertiser concluded
that its claims were truthful. The NAD relies
primarily on the rule of reason and common sense in
determining whether to make a challenge and in evalu-
ating substantiating evidence. If the NAD determines
that gquesticned advertising claims are adequately
substantiated, the case is closed. If not, a need
arises for the advertiser and the NAD to reach agree-
ment on corrective action--to withdraw or medify the
challenged claims. Failing agreement, the NAD and
the advertiser have recourse to the second tier, the
NARB. For each case heard by the NARB, a panel of
five members is appeinted consisting of three adver=-
tiser members, one agency representative, and cne
public member. The NAD and the NARB make public dis-
closure of challenged cases which have been sub~-
stantiated, modified or discontinued. This system is
financed through funds allecated by the Council of
Better Business Bureaus plus monies provided by
advertisers and agencies.

By contrast, the counterparé system in Great Britain,
the Advertising Standards Authority, is financed by a
surcharge of 0.1 per cent of all display advertising.
The ASA engages also in a continuing meonitoring pro-~
gram of print media in order to check conformity with
the Code of Advertising Practice, a 72 page booklet
containing 462 rules and guidelines of sound adver-
tising practice. Radio and television commercials
€all under separate statutory regulations and organ-
izations that govern them,
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In Great Britain, extensive advertising to the
general public has increased awareness of the ASA.

A recent headline said, "If you find an advertise-
ment unacceptable, don't turn the page, turn to us."
To enhance visability in the United States, a pilet
public awareness advertising campaign is recommended
along with more widespread dissemination of publish-
ed codes of acceptable advertising practice. In-~
creased public representation on NARB boards would
also be highly desirable. This is another feature
of the British system.



MARKETING AND GRADUATE EDUCATION
IN PUBLIC AFFAIRS/PUBLIC ADMINISTRATICN

Wayne A. Roberts, Jr., University of Alaska, Juneau

ABSTRACT

Despite the belief among marketers that marketing is
applicable to the public sector an examination of top
MPA programs revealed a dearth of marketing courses.
Varicus reasons for this situation are suggested, in-
cluding a lack of understanding of marketing among MPA
faculty, and preliminary suggestions are made to remedy
the situation.

INTRODUCTTION

The idea that marketing is applicable to public and
nonprofit organizations 1s no longer questioned within
marketing circles. Its acceptance, in fact, by market-
ing academicians was quite swift. Kotler and Levy
first made the case that marketing is applicable to
public and nonprofit organizations im 1969, and a study
by Nichols just a few years later indicated that 95% of
surveved marketing educaters felt that marketing shaquld
be broadened to include nonbusiness organizations (Kot-
ler and Levy 1969; Nichols 1974). Hunt's three-dichot
omies model, undoubtedly the most common classification
scheme concerning the scope and nature of marketing,
explicitly incorporates the nonprofit sector {(1%76).

In 1978 Lovelock and Weinberg examined the influence of
the broadened concept of marketing on the marketing
discipline, on management practices in select nonprofit
fields, and on practitioner oriented journals and con-
cluded that nonbusiness marketing is "taken seriously
in academia, is having a growing impact on management
practice in a diverse range of applications, and is
contributing to general advancement of the field of
marketing,' and that "public and nonprofit marketing
has come of age.” (1978, p. 13).

If marketing is as applicable to public gector organi-
zations as marketing educators seem to believe, then
marketing, or at least aspects of the discipline, should
be an important area of study for future professicnal
managers of public organizations. The purpose of this
paper is ro examine the extent to which marketing, as
marketing, has been adopted by schools which offer
master's degrees in public affairs/public administra-
tion. Further, some suggestions will be offered as to
how marketing educators might begin to more actively
market the subject of marketing to public sector educa-
tors.

GRADUATE PROGRAMS IN PUBLIC AFFAIRS/
PUBLIC ADMINISTRATION

Similar in concept to the MBA degree, the Master's of
Public Administration or Public Affairs (MPA) degrees
are designed to prepare individuals for professiocnal
managerial careers in the public sector. The programs
vary from ane to two years in length, and are offered
through political science departments, separate profes-
sional schools or departments, and through professional
schools or departments which offer other degrees as
well., The National Association of Schools of Public
Affairs and Administration (NASPAA) is the primary pro-
fessicnal organization, and acts in the capacity of an
accrediting agency for master's programs.
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Accreditacion Standards

The current standards for master's degree programs in
public affairs and administracion call for common cur-
riculum components which "provide each student with a
basic understanding of the environment of public policy
and the ability te deal with:

—political and legal institutions and processes

-~economic¢ and social institutions and processes

-=-organization and management concepts, including
human resource administration

=~concepts and techniques of financial administration

--techniques of analysis, including quantitative,
economic, and statistical methods."(National Asscciation
of Schools of Public Affairs and Administration 1981,
p. 2}.

Note that marketing is rather conspicuous in its
absence.

Graduate Program Courses

Information from microfiche copies of catalogs and bul-
letins concerning MPA program courses was collected for
29 of the top 39 programs in the U.S. based on reputa-
tion as reported by Morgan, et al. (1981, p. 669). The
criterion for inclusion in the sample was simply the
availability of the relevant information. The oldest
catalogsa/bulletins were for academic years 1980-1981
(Ohio State) and 1980-1982 (University of Minnesota).

A number of catalogs/bulletins were for the 1983-84 aca-
demic year. A course was considered to be a marketing-
type course if the title or the description implied that
the course was concerned with marketing, either in the
generic sense or with traditional marketing considera-
ticns (e.g., marketing research, one of the four Ps,
etc.). Public Policy courses were not considered mar-
keting courses. Further, while moat programs permit
students to take courses in other departments, only those
courses which were offered in the department issuing the
degree and whose course titles and/or descriptions would
clearly be seen and comsidered by MPA students, and
those courses which were offered by cther departments
and explicitly listed as courses available to MPA stu-
dents, were considered. In other words, the attempt was
to consider only those courses MPA students would con-
sider in the absence of special counseling or interests.

The results of the survey are presented in Table 1. Ab-
solutely no schools required a course which explicitly
covered marketing (with the possible exception of Cor-
nell), and the number of marketing-type elective courses
wag pathetically small.

DISCUSSION

There are a number of possible reasons for cthe scarcity
of marketing courses for MPA students. Among the most
likely are the following: 1)} Marketing may be covered
within the context of cther cocurses, 2) the paucity of
material available may not warrant the organizacion of

a full course, 3) there may not be enough qualified in-
structors available, or 4) marketing may not be perceived
to be of sufficient importance to public secter managers
by MPA program decision-makers. While these are not
necessarily independent, each will be discussed separately.
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TABLE !
Marketing and Marketing-Type Courses
Ofjered YPA Students at Varicus Schools

Required Title of
School Marketing Els#crive
Rank School Courses Markecing Coutses
1 Syracuse [+] None
H Harvard & None
3 U. of Southern California N/a* Public Relations
Marketing in Healch
& Texas, Austin Q None
T Princeton a None
8 Piccsburgh 0 Information Pelicies
? Michigan, Ann Arbor 0 None
i Georgia University & None
il Carnegie-Mellon g Demand Analysts
H Minnesota 0 None
i3 Ohic Scate 0 None
14 American ] None
15 Norch Carclina, Chapel Rill O None
5 Florida Starte 0 None
17 Kansas Q None
18 Gecorge Washington ] None
20 SUNY~Albany ¢ None
il Columbia 9 None
o7 Cernall 1b Kone
28.5 Cal. State - Long Saach [+} Seminar in Transportatiom
28.35 U. of Washington a None
30.3 U. of Cal. - lrvine 0 Public Sector Marketing
Marketing Research
30.3 N. Illinois University o None
32 California State, Hayward ¢ Nona
13 U. Maryland, College Park 0 Seminar in Public Opinion
34 Penn State 0 None
1z Arlzena State Universicy 0 Survey Resesarch in
the Public Sector
i8 The Xew Scheal Q Advanced Ssminar in Managing
Nonprofitc Crgnizacions
39 . of Oklahoma 9 None

Mot Available

on page 6 of Cornell's 1982-81 Graduate School of Business and Public
Adminisctration bulletin msrketing (s listed as a vequired course for
MPA students. However, on page 30 it 1s oot listed am 2 requirement
for students other than MBA studencs.

With respect to the first potential reason, it is pos-
sible that marketing, as marketing, is covered at least
in an introductory fashion in other courses, It is
questionable, however, whether the discussions are any
greater than management concept discussions are, say,
in finance, accounting, and economic courses in MBA
programs. While this is a question which must be re-
solved by a more empirical analysis, an examination of
the few MPA programs that share a common core with the
MBA programs indicate that this i{s probably the case.
For example, at the University of California at Irvine
MPA and MBA students take !0 common courses. The core
courses cover management, organizational analysis,
economics and quantitative analysis, while markecing,
as marketing, appears as a separate required course for
MBA students. There is no MPA counterpsart.

With respect to the potential problem of insufficient
material to warrant the development of a full course,
there is clearly much less public sector marketing
material than private sector or even nonbusiness mar-
keting material. There are, as yet, no marketing texts
which focus on the public sector, with the possible
exception of one {see Mokwa and Permut 198l). Such a
limication certainly would make the development of a
public sector marketing course more difficule, but it
is hard to believe that the material available is not
sufficient for at least shorter courses. Business
schools are adding nonprofit marketing courses to their
curriculum, and it would seem that such courses could
be easily modified for public sector marketing. Per-
haps the '3 c¢redit' mode of course offerings, as well
as the lack of an accepted text, is acting as a barrier
to entry for public sector marketing courses.

The third potential problem, the lack of qualified
instructors, may be a real problem for some schools,
including those schools which have administrative
hurdles with respect to sharing faculty among admini- gg

strative units. However, as pointed out in the pre-
vious paragraph, a number of business schools have
generated nonprofit marketing courses, and so it would
seem that by itself this potentiality cannot account
for the dearth of marketing courses in MPA programs.

The fourth potential reason, that MPA program faculty
may not perceive markering as important enough to
public sector management to warrant formal coursework,
is more serious than the others to the exteant it holds.
Marketing courses, particularly required marketing
courses, will not become part of the curriculum until
MPA program decision-makers are convinced that market-
ing is something worth teaching to future public sec-
tor managers,

MPA programs evolved out of political science depart-
ments. Indeed, in 1974 approximately 36% of the MPA
programs were offered through political science de-
partments, compared to less than 17% which were asso-
clated with generic administrative schools or business
departments (Mackelprang and Fritschler 1975, p. 184).
This, combined with the fact that marketers began to
consider the public sector only approximately l5 years
ago, makes it likely that faculty of MPA programs have
had limited exposure to marketing., It is further
likely that their exposure has been mostly limited to
publications and presentations by marketing academi-
cians targeted towards public sector academicians. If
lictle has been done in this regard then very few MPA
faculty may have a clear understanding about the na-
ture, scope, and potential of marketing. In examining
the extent of nonbusiness marketing publications, Love-
lock and Weinberg examined material that was either
targeted towards marketing academicians (e.g., AMA and
AIDS Conference Proceedings), or towards practitioners.
It is unlikely that either type of publication, or
nonbusiness marketing books for that matter, would get
attention from people who are not familiar with market-
ing.

In order to gauge the amount of exposure public affairs/
public administration academiclans are getting with re-
spect to marketing an attempt was made to locate mar-
keting articles in academic public affairs/public ad-
ministration journals. Morgan, et al. listed 10 jour-
nals which they used to measure the productivity of
faculty associated with graduate programs in public
affairs/public administration (p. 668, 1981), Five of
these are indexed in the Public Affairs Information
Service (P.A.I1.S.) bulletins. Hence, P.A.I1,5. bulle-
tins covering the period from October 1972 through

June 1983 (volumes 59-69) were examined for relevant
listings under the following categories:

Public Administration
Public Opinion

Public Policy

Public Relations

Advertising
Marketing Research
Market Share
Marketing

Policy Sciences

The results of the search were as follows: There were
absolutely no marketing-type articles in any of the
journals which were listed in Morgan, et al. and in-'
dexed in P.A.I,S. In fact, only one article was found
which was concerned with marketing and which was not in
a business oriented journal (see Kotler and Kotler
1981). Further, while P.A.I.S. indexed the Journal of
Marketing in 1973 (volume 59), it discontinued doing

so after that date (however, it does index the Journal
of Retailing, the Journal of Advertising, and the Jour-
nal of Consumer Affairs, among others). Hence, almost
coinciding with the acceptance of the broadened concept
of markering the primary literature indexing service
for public administration and public affairs stopped
indexing the premier marketing journal.




Thus, it appears that marketing academicians have been
largely discussing public sector marketing with others
internsted in marketing, and net with MPA faculty.

THE MARKETING OF MARKETING TO
PUBLIC SECTOR GRADUATE PROGRAMS

If public sector marketing is geing to be accepted as
a legitimate, worthwhile area of study for future pub-
lic sector managers then marketing academicians should
begin to seriously and systematically consider the
marketing of marketing. We either do not have a prod-
uct which as of yet adequately meets the needs of MPA
programs, or we have a promoticnal problem, or both.
While the charting of a marketing strategy deserves
considerable thought, some preliminary suggestions are
offered below.

To begin with, professional marketing organizations
can take an active role by forming ad hoc committees
or task forces to 1) more closely examine the state of
marketing in MPA programs, 2) look for and organize
around opportunities for marketing the discipline to
public sector educational programs, and 3) develop
appropriate strategies and tactics. Perhaps some joint
working sessions or 'educational workshops' done in
conjunction with NASPAA might be worth spomsoring.
Such meetings would facilitate needed learning on the
part of public administration educators and marketing
educators., Another possibility would be the develop-
ment of special workshops targeted towards MPA educa-
tors.

Other things professional marketing organizations

might consider include 1) the granting of special cost-
free memberships to influential individuals, 2) the ‘
granting of free subscripticns to the organization’s
journal(s) for a limited time for influential members,
3} inviting public administration educators to profes-
sional marketing association meetings, and 4) the spon-
sorship of some marketing educators in professional
public administration organizations.

Individuals can do a number of obvious things to pro-
mote marketing. They can, of course, join different
professional public administration organizations and
attend meetings, make presentations, and possibly get
administratively involved. Second, they can invite
public administration faculty to seminars and class
sesgions which deal with public sector marketing, and
reciprocate by offering to attend relevant class ses-
sions in the MPA program. Third, conceptual articles
concerning marketing and public sector management can
be written and targeted towards Journals which are
actively subscribed to by public sector educators.
Finally, basi¢ and applied research undertaken within
a public sector framework can help bridge the two
areas.

CONCLUSIONS

None of the MPA programs examined in this study require
markering as a coutrse of study, and surprisingly few
have marketing-type elective courses. This could be
due to a number of reasons, Iincluding a lack of mater-
ial, a lack of qualified instructors, or a widely held
belief among MPA faculty that separate marketing
courses are mot necessary because a) marketing is al-
ready adequately covered in existing courses or b) mar-
keting is not important encugh to warrant the addition
of courses. To the extent that the last reason is a
reflection of the views of MPA faculty, and to the ex-
tent that this is due to ignorance with respect to the
scope, nature and methods of marketing, then positive
steps will need to be taken If marketing courses are
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to be integrated inte MPA programs.

Since public sector marketing is fairly new, and since
MPA programs grew out of political science, it is like=-
ly that unless marketing academicians have made an ef-
fort at educating MPA faculty they may not be familiar
with marketing. Given that nc marketing articles were
found in academic public sector journmals when P.A.I.S.
bulletins representing over a decade of publications
were examined, it appears that cthis is the case.

Until and unless MPA program decision-makers are con-
vinced that marketing is relevant to the public sector,
marketing will not be a part of MPA programs. Further,
until the appearance of public sector marketing texts
or until sufficient marketing materials concerning the
public sector are collected, such courses will be fewer
than otherwise would be the case.

Some progress has certainly been made in nonbusiness
marketing since Lovelock and Weinberg's paper (1978).
In particular Praeger Publishers now has a series of
four books in public and nonprofit sector marketing,
and Kotler's nonprofit marketing text is now in its
second edition (1982). However, it seems clear that
much more could be done. Both professional groups and
individuals can and should participate in the marketing
of marketing. Professional assoclaticns can be used to
devise and implement strategies, and individuals can
toin public sector associations and generate publica-
tions for academic public sector journals.

Public sector education can become a significant factor
in marketing beyond 1984 if marketing academicians
actively pursue this possibility. To the extent that
the study of marketing can make public sector managers
more effective and efficient marketing academicians
have a responsibility to attempt to educate the rele-
vant decision-makers. Further, the discipline of mar-
keting will undoubtedly benefit through the interaction
of marketing scholars with public administration scho-
lars, The time has come to extend discussions of pub-
lic sector marketing to include public sector educators.
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MARKETING AND GRADUATE EDUCATION
IN PUBLIC AFFAIRS/PUBLIC ADMINISTRATICN

Wayne A. Roberts, Jr., University of Alaska, Juneau

ABSTRACT

Despite the belief among marketers that marketing is
applicable to the public sector an examination of top
MPA programs revealed a dearth of marketing courses.
Varicus reasons for this situation are suggested, in-
cluding a lack of understanding of marketing among MPA
faculty, and preliminary suggestions are made to remedy
the situation.

INTRODUCTTION

The idea that marketing is applicable to public and
nonprofit organizations 1s no longer questioned within
marketing circles. Its acceptance, in fact, by market-
ing academicians was quite swift. Kotler and Levy
first made the case that marketing is applicable to
public and nonprofit organizations im 1969, and a study
by Nichols just a few years later indicated that 95% of
surveved marketing educaters felt that marketing shaquld
be broadened to include nonbusiness organizations (Kot-
ler and Levy 1969; Nichols 1974). Hunt's three-dichot
omies model, undoubtedly the most common classification
scheme concerning the scope and nature of marketing,
explicitly incorporates the nonprofit sector {(1%76).

In 1978 Lovelock and Weinberg examined the influence of
the broadened concept of marketing on the marketing
discipline, on management practices in select nonprofit
fields, and on practitioner oriented journals and con-
cluded that nonbusiness marketing is "taken seriously
in academia, is having a growing impact on management
practice in a diverse range of applications, and is
contributing to general advancement of the field of
marketing,' and that "public and nonprofit marketing
has come of age.” (1978, p. 13).

If marketing is as applicable to public gector organi-
zations as marketing educators seem to believe, then
marketing, or at least aspects of the discipline, should
be an important area of study for future professicnal
managers of public organizations. The purpose of this
paper is ro examine the extent to which marketing, as
marketing, has been adopted by schools which offer
master's degrees in public affairs/public administra-
tion. Further, some suggestions will be offered as to
how marketing educators might begin to more actively
market the subject of marketing to public sector educa-
tors.

GRADUATE PROGRAMS IN PUBLIC AFFAIRS/
PUBLIC ADMINISTRATION

Similar in concept to the MBA degree, the Master's of
Public Administration or Public Affairs (MPA) degrees
are designed to prepare individuals for professiocnal
managerial careers in the public sector. The programs
vary from ane to two years in length, and are offered
through political science departments, separate profes-
sional schools or departments, and through professional
schools or departments which offer other degrees as
well., The National Association of Schools of Public
Affairs and Administration (NASPAA) is the primary pro-
fessicnal organization, and acts in the capacity of an
accrediting agency for master's programs.
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Accreditacion Standards

The current standards for master's degree programs in
public affairs and administracion call for common cur-
riculum components which "provide each student with a
basic understanding of the environment of public policy
and the ability te deal with:

—political and legal institutions and processes

-~economic¢ and social institutions and processes

-=-organization and management concepts, including
human resource administration

=~concepts and techniques of financial administration

--techniques of analysis, including quantitative,
economic, and statistical methods."(National Asscciation
of Schools of Public Affairs and Administration 1981,
p. 2}.

Note that marketing is rather conspicuous in its
absence.

Graduate Program Courses

Information from microfiche copies of catalogs and bul-
letins concerning MPA program courses was collected for
29 of the top 39 programs in the U.S. based on reputa-
tion as reported by Morgan, et al. (1981, p. 669). The
criterion for inclusion in the sample was simply the
availability of the relevant information. The oldest
catalogsa/bulletins were for academic years 1980-1981
(Ohio State) and 1980-1982 (University of Minnesota).

A number of catalogs/bulletins were for the 1983-84 aca-
demic year. A course was considered to be a marketing-
type course if the title or the description implied that
the course was concerned with marketing, either in the
generic sense or with traditional marketing considera-
ticns (e.g., marketing research, one of the four Ps,
etc.). Public Policy courses were not considered mar-
keting courses. Further, while moat programs permit
students to take courses in other departments, only those
courses which were offered in the department issuing the
degree and whose course titles and/or descriptions would
clearly be seen and comsidered by MPA students, and
those courses which were offered by cther departments
and explicitly listed as courses available to MPA stu-
dents, were considered. In other words, the attempt was
to consider only those courses MPA students would con-
sider in the absence of special counseling or interests.

The results of the survey are presented in Table 1. Ab-
solutely no schools required a course which explicitly
covered marketing (with the possible exception of Cor-
nell), and the number of marketing-type elective courses
wag pathetically small.

DISCUSSION

There are a number of possible reasons for cthe scarcity
of marketing courses for MPA students. Among the most
likely are the following: 1)} Marketing may be covered
within the context of cther cocurses, 2) the paucity of
material available may not warrant the organizacion of

a full course, 3) there may not be enough qualified in-
structors available, or 4) marketing may not be perceived
to be of sufficient importance to public secter managers
by MPA program decision-makers. While these are not
necessarily independent, each will be discussed separately.
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TABLE !
Marketing and Marketing-Type Courses
Ofjered YPA Students at Varicus Schools

Required Title of
School Marketing Els#crive
Rank School Courses Markecing Coutses
1 Syracuse [+] None
H Harvard & None
3 U. of Southern California N/a* Public Relations
Marketing in Healch
& Texas, Austin Q None
T Princeton a None
8 Piccsburgh 0 Information Pelicies
? Michigan, Ann Arbor 0 None
i Georgia University & None
il Carnegie-Mellon g Demand Analysts
H Minnesota 0 None
i3 Ohic Scate 0 None
14 American ] None
15 Norch Carclina, Chapel Rill O None
5 Florida Starte 0 None
17 Kansas Q None
18 Gecorge Washington ] None
20 SUNY~Albany ¢ None
il Columbia 9 None
o7 Cernall 1b Kone
28.5 Cal. State - Long Saach [+} Seminar in Transportatiom
28.35 U. of Washington a None
30.3 U. of Cal. - lrvine 0 Public Sector Marketing
Marketing Research
30.3 N. Illinois University o None
32 California State, Hayward ¢ Nona
13 U. Maryland, College Park 0 Seminar in Public Opinion
34 Penn State 0 None
1z Arlzena State Universicy 0 Survey Resesarch in
the Public Sector
i8 The Xew Scheal Q Advanced Ssminar in Managing
Nonprofitc Crgnizacions
39 . of Oklahoma 9 None

Mot Available

on page 6 of Cornell's 1982-81 Graduate School of Business and Public
Adminisctration bulletin msrketing (s listed as a vequired course for
MPA students. However, on page 30 it 1s oot listed am 2 requirement
for students other than MBA studencs.

With respect to the first potential reason, it is pos-
sible that marketing, as marketing, is covered at least
in an introductory fashion in other courses, It is
questionable, however, whether the discussions are any
greater than management concept discussions are, say,
in finance, accounting, and economic courses in MBA
programs. While this is a question which must be re-
solved by a more empirical analysis, an examination of
the few MPA programs that share a common core with the
MBA programs indicate that this i{s probably the case.
For example, at the University of California at Irvine
MPA and MBA students take !0 common courses. The core
courses cover management, organizational analysis,
economics and quantitative analysis, while markecing,
as marketing, appears as a separate required course for
MBA students. There is no MPA counterpsart.

With respect to the potential problem of insufficient
material to warrant the development of a full course,
there is clearly much less public sector marketing
material than private sector or even nonbusiness mar-
keting material. There are, as yet, no marketing texts
which focus on the public sector, with the possible
exception of one {see Mokwa and Permut 198l). Such a
limication certainly would make the development of a
public sector marketing course more difficule, but it
is hard to believe that the material available is not
sufficient for at least shorter courses. Business
schools are adding nonprofit marketing courses to their
curriculum, and it would seem that such courses could
be easily modified for public sector marketing. Per-
haps the '3 c¢redit' mode of course offerings, as well
as the lack of an accepted text, is acting as a barrier
to entry for public sector marketing courses.

The third potential problem, the lack of qualified
instructors, may be a real problem for some schools,
including those schools which have administrative
hurdles with respect to sharing faculty among admini- gg

strative units. However, as pointed out in the pre-
vious paragraph, a number of business schools have
generated nonprofit marketing courses, and so it would
seem that by itself this potentiality cannot account
for the dearth of marketing courses in MPA programs.

The fourth potential reason, that MPA program faculty
may not perceive markering as important enough to
public sector management to warrant formal coursework,
is more serious than the others to the exteant it holds.
Marketing courses, particularly required marketing
courses, will not become part of the curriculum until
MPA program decision-makers are convinced that market-
ing is something worth teaching to future public sec-
tor managers,

MPA programs evolved out of political science depart-
ments. Indeed, in 1974 approximately 36% of the MPA
programs were offered through political science de-
partments, compared to less than 17% which were asso-
clated with generic administrative schools or business
departments (Mackelprang and Fritschler 1975, p. 184).
This, combined with the fact that marketers began to
consider the public sector only approximately l5 years
ago, makes it likely that faculty of MPA programs have
had limited exposure to marketing., It is further
likely that their exposure has been mostly limited to
publications and presentations by marketing academi-
cians targeted towards public sector academicians. If
lictle has been done in this regard then very few MPA
faculty may have a clear understanding about the na-
ture, scope, and potential of marketing. In examining
the extent of nonbusiness marketing publications, Love-
lock and Weinberg examined material that was either
targeted towards marketing academicians (e.g., AMA and
AIDS Conference Proceedings), or towards practitioners.
It is unlikely that either type of publication, or
nonbusiness marketing books for that matter, would get
attention from people who are not familiar with market-
ing.

In order to gauge the amount of exposure public affairs/
public administration academiclans are getting with re-
spect to marketing an attempt was made to locate mar-
keting articles in academic public affairs/public ad-
ministration journals. Morgan, et al. listed 10 jour-
nals which they used to measure the productivity of
faculty associated with graduate programs in public
affairs/public administration (p. 668, 1981), Five of
these are indexed in the Public Affairs Information
Service (P.A.I1.S.) bulletins. Hence, P.A.I1,5. bulle-
tins covering the period from October 1972 through

June 1983 (volumes 59-69) were examined for relevant
listings under the following categories:

Public Administration
Public Opinion

Public Policy

Public Relations

Advertising
Marketing Research
Market Share
Marketing

Policy Sciences

The results of the search were as follows: There were
absolutely no marketing-type articles in any of the
journals which were listed in Morgan, et al. and in-'
dexed in P.A.I,S. In fact, only one article was found
which was concerned with marketing and which was not in
a business oriented journal (see Kotler and Kotler
1981). Further, while P.A.I.S. indexed the Journal of
Marketing in 1973 (volume 59), it discontinued doing

so after that date (however, it does index the Journal
of Retailing, the Journal of Advertising, and the Jour-
nal of Consumer Affairs, among others). Hence, almost
coinciding with the acceptance of the broadened concept
of markering the primary literature indexing service
for public administration and public affairs stopped
indexing the premier marketing journal.




Thus, it appears that marketing academicians have been
largely discussing public sector marketing with others
internsted in marketing, and net with MPA faculty.

THE MARKETING OF MARKETING TO
PUBLIC SECTOR GRADUATE PROGRAMS

If public sector marketing is geing to be accepted as
a legitimate, worthwhile area of study for future pub-
lic sector managers then marketing academicians should
begin to seriously and systematically consider the
marketing of marketing. We either do not have a prod-
uct which as of yet adequately meets the needs of MPA
programs, or we have a promoticnal problem, or both.
While the charting of a marketing strategy deserves
considerable thought, some preliminary suggestions are
offered below.

To begin with, professional marketing organizations
can take an active role by forming ad hoc committees
or task forces to 1) more closely examine the state of
marketing in MPA programs, 2) look for and organize
around opportunities for marketing the discipline to
public sector educational programs, and 3) develop
appropriate strategies and tactics. Perhaps some joint
working sessions or 'educational workshops' done in
conjunction with NASPAA might be worth spomsoring.
Such meetings would facilitate needed learning on the
part of public administration educators and marketing
educators., Another possibility would be the develop-
ment of special workshops targeted towards MPA educa-
tors.

Other things professional marketing organizations

might consider include 1) the granting of special cost-
free memberships to influential individuals, 2) the ‘
granting of free subscripticns to the organization’s
journal(s) for a limited time for influential members,
3} inviting public administration educators to profes-
sional marketing association meetings, and 4) the spon-
sorship of some marketing educators in professional
public administration organizations.

Individuals can do a number of obvious things to pro-
mote marketing. They can, of course, join different
professional public administration organizations and
attend meetings, make presentations, and possibly get
administratively involved. Second, they can invite
public administration faculty to seminars and class
sesgions which deal with public sector marketing, and
reciprocate by offering to attend relevant class ses-
sions in the MPA program. Third, conceptual articles
concerning marketing and public sector management can
be written and targeted towards Journals which are
actively subscribed to by public sector educators.
Finally, basi¢ and applied research undertaken within
a public sector framework can help bridge the two
areas.

CONCLUSIONS

None of the MPA programs examined in this study require
markering as a coutrse of study, and surprisingly few
have marketing-type elective courses. This could be
due to a number of reasons, Iincluding a lack of mater-
ial, a lack of qualified instructors, or a widely held
belief among MPA faculty that separate marketing
courses are mot necessary because a) marketing is al-
ready adequately covered in existing courses or b) mar-
keting is not important encugh to warrant the addition
of courses. To the extent that the last reason is a
reflection of the views of MPA faculty, and to the ex-
tent that this is due to ignorance with respect to the
scope, nature and methods of marketing, then positive
steps will need to be taken If marketing courses are
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to be integrated inte MPA programs.

Since public sector marketing is fairly new, and since
MPA programs grew out of political science, it is like=-
ly that unless marketing academicians have made an ef-
fort at educating MPA faculty they may not be familiar
with marketing. Given that nc marketing articles were
found in academic public sector journmals when P.A.I.S.
bulletins representing over a decade of publications
were examined, it appears that cthis is the case.

Until and unless MPA program decision-makers are con-
vinced that marketing is relevant to the public sector,
marketing will not be a part of MPA programs. Further,
until the appearance of public sector marketing texts
or until sufficient marketing materials concerning the
public sector are collected, such courses will be fewer
than otherwise would be the case.

Some progress has certainly been made in nonbusiness
marketing since Lovelock and Weinberg's paper (1978).
In particular Praeger Publishers now has a series of
four books in public and nonprofit sector marketing,
and Kotler's nonprofit marketing text is now in its
second edition (1982). However, it seems clear that
much more could be done. Both professional groups and
individuals can and should participate in the marketing
of marketing. Professional assoclaticns can be used to
devise and implement strategies, and individuals can
toin public sector associations and generate publica-
tions for academic public sector journals.

Public sector education can become a significant factor
in marketing beyond 1984 if marketing academicians
actively pursue this possibility. To the extent that
the study of marketing can make public sector managers
more effective and efficient marketing academicians
have a responsibility to attempt to educate the rele-
vant decision-makers. Further, the discipline of mar-
keting will undoubtedly benefit through the interaction
of marketing scholars with public administration scho-
lars, The time has come to extend discussions of pub-
lic sector marketing to include public sector educators.
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EXPERT SYSTEMS:

A CHALLENGE TO MARKETING EDUCATORS

Robert Z. Good, Portland State University

ABSTRACT

The coming of computerized expert systems means that
much of the knowladge which once "belonged"™ to the
marketing professor can be encoded in hundreds of if-
then rules. Expert systems pose a significant chal-
lenge for how we might teach our classes in the short
run and how the role of the professor may change in
the long run.

INTRODUCTION

As a society, we are just beginning to sense that the
microcomputer will 1likely affect us as mich as the
introduction of the automobile has over the last half
century. The microcomputer will affect higher educa-
tion very deeply, but not in the ways moat people
anticipate,. The use of the computer to drill on
akills or practice tests, for example, will grow but
the effects will not be very aignificant. The more
significant impacts will ultimately be in the ways
students, faculty, administration, and library com-
municate with each other and, more importantly, how we
as educators structure, access, package, and dellver
expertise In our respective flelds.

¥hat Is an Expert System?

The Fifth Generation, by Edward A, Feigenbaum and
Pamela MecCorduck (Addison-Wesley 1983), tells how the
Japanese are attempting to become the future knowledge
brokers of the world with a new generation of computer
technology and a branch of artificial intelligence
known as expert systems. An expert system is essen-
tially a set of computerized if-then rules which cap-
ture expertlise or experience in an applicable fornm.

An example of an expert system was described in Info-
world {October 1983, Vol. 5, No. 40, pp. 18-99). Gen-
eral Electric had a master mechanic for diesel elec.
trie locomotives. With his retirement, the company
would lose 40 years of experience. A computer system
was developed that captured a good deal of hls exper-
“ise and made 1t available via an interactive computer
program to other, less experienced mechanics,.

Tme system starts off with a menu of possible symp-
toms. It then systematically and efficiently proceeds
52 pinpoint the diagnosis with a series of followup
tuestiona like: '"Is the fuel filter clean?," or "Are
vou able to set fuel pressure to 40 pounds per square

inch?", Where appropriate, drawings can be called up
on the screen, Eventually, they will add "movies™ of
actual component replacement steps which will be

talled up by the computer system from an attached
videodisc player., Expert system2 have also been dev--
lnned in areas of medical diagnosia and the prescri -
tion of antibioties,

Types of Expert Systems in Marketing

We have bits and pleces of expert aystems in the f£I -
of marxeting. Many of these can and do run on mi-- -
2omputers, so they are definitely Feasible, We d.-°

have to walt for the Japanese fifth generation Jf new
hardware and software. Three types of expert system:
in marketing can be jdentirfied: 1) information re-
trieval systems, 2) analytlcal and simulation models,
and 3) heuristic if-then action recommending rules.

Examples of the first type, information retrieval ays-
tems, include electronic bibliographic search aystems,
and more speclalized data beses like census informa-
tion. The average marketing professor probably
"knows" a number of good references in a partiecular
apeclalty area and may be familiar with some recent
census information and demographic trends, but the
electronic data bases "know™ more,

A second type of expert system ls a computerized ana-
lytical or simulation model. Models, of course, ofter
embody a great deal of expertise. Variables of impor-
tance are identified, and the relationships between
them (often based on marketing research) are expli-
citly specified. They embody concepts in operational
form. Models may sometimes be incomplete or not very
good {just like human experts).

Computer models have been developed in every area of
the marketing mix from pricing to sales force manage-
ment . They are not popular with some marketing
faculty because the expertlse on which they are based
is usually both ccmplex and poorly explained, becauase
some couwputer skills are needed to operate them, and
because they have not been designed with the "mass
market™ in mind (l.e., they are usually not very
user-friendly). As a result, most faculty find it
difficult to teach either the operation or the logic
{i.e., expertise) of these models.

Easy-to-use models can be developed, however, The
real significance of lowcoat computers is that 1t
allows us to package knowledge in new and more useful
waya, often as various kinds of models. For example,
the expertise needed to compute a required sample aize
for a survey can be packaged In a textbook or In a
computer program which asks the user a series of
questions (like desired confidence level) and ther
computes the required sample slze. The program repre=-
sents a more useful form of knowledge (more operation-
al, less ambigucus, less prone to errors, usable by
persons with less training, etec.).

A third type of marketing expert aystem 1= an electro-
nic advisor in the form of an if-then decision rule
recommendation generator or question answerer. These
kinds of syatems normally have some kind of dialogue
going on between the user and the computer that leads
to a computer-generated answer or recommendation. For
example, in the sample size model mentioned earlier

part of the manmachine dialogue is as follows:

COMPUTER: "Can you estimate the standard
deviation?" (Yes/No)

USER: "No."

COMPUTER: ™In that case, we'll have to use

the formula for proportions with
p set at ,5".
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_re vnallenze of Expert fvstems

"e challenge of expert systems to the individual
-arkating professor might be worded as follows:

IF YGU HAVE NOT ORGANIZED YQUR CLASS MATERIAL
IN SUCH A WAY THAT IT COULD BE IMPLEMENTED AS
A COMPUTEQIZED EYPERT SYSTEM(S), PERHAPS YOU
DON'T REALLY QUALIFY AS AN EXPERT IN YOUR ROLE
AS A TEACHER.

™sis challenge may be threatening more because mos® ¢
‘13 probably don't meet 1t very well, than because w:
ion't believe it, It's going to be more convenlent to
attack the yardstick than to try to measure-up.

"here's a "Catch-22" to the above propositlon which
~ay be stated as follows:

IF YOU HAVE ORGANIZED YOUR CLASS MATERIAL IN
SUCH A WAY THAT IT COULD BE IMPLEMENTED AS A
COMPUTERIZED EXPERT SYSTEM(S), THEN YOU CAN BE
REPLACED (AT LEAST TO A COMSIDERABLE DEGREE)
BY A COMPUTERIZED EXPERT SYSTEM, AND SOONER OR
LATER PROBABLY WILL BE.

Maybe "marketing myopia™ is alive and well in the
university and maybe we fail to see that a particular
product {1like a teacher) is only a temporary solution
to a mere fundamental need (learning)., If we are
courageous, perhaps it's time te think about new
sareers as knowledge engineers for expert asystems,
just as buggy whip makers had to think about new
nareers.

Yhether the coming of expert systems is good depends
on whether or not you want the publie higher education
system to become more efficient and to be able to
teach more students more effectively with fewer, but

1igher-paid, faculty.

1t alaoc depends on whether yocu can see yourself spend-
ing more time building computerized decision tools and
systems that teach students and less of your tlme
teaching studenta directly. If this discussion seems
improbable, perhaps ws should recall that a few short
vears ago, electronic tellers, industrial robots, and
shess-playing microcomputers also seemed improbable.
t may be that the next generation of "principles of
+arketing™ textbooks will incorporate more of the
mi{f-then" form of the computerized expert aystems.

Ixpert Systems and the Way You Teach Next Term

Tt ias not clear what our response to expert systems
sught to be, but it seems pretty obvious that an
alectronic expert 1s a potential competitor to a human
axpert. An expert aystem Is also a potential partner
with a human expert., In the short run, our response
might be to allow the existence of expert systems to
add something of their logical rigor to our organiza-
“ion and presentation of knowledge in the clasarocom.
Tn the long run, many of us may want to participate i-
“he building of expert systems in the fleld of market-

ing.

Yzt of us 4o not have backgrounds in computer sclence
:r knowladge engineering, but we can begin to respond
-~ the challenge of expert systems Immediately in the
Jay we teach our classes, Each of the types of expert
costens  ‘n marketing (retrieval, modeling, 1if=-then

©a teactue.. 3ome pessihl:s acticns ia eadn citnarary
22 as follows:

“etrieval Systems

*. Identify the kinds of information (relevant “o the
e¢lass) that exist.

Identify any computerized data bases of such in-
formation that exist.

?. Teach efficient strategies and methods for finding
and retrieving data from manual and electroniz
systems.

4, Develop your own speclalized data bases that stu-
dents can access (example: your own selected and
annotated bibliography on a micro or mainframe
that students can accesa).

Models

1. Have, as a departmental goal, the development of
an in-house inventory of models and sufficient
supporting documentation to make it possible for
any instructor to both run the model and to ex-
plain the logic of the model {the concepts and
principles as well as computations that it
employs}.

Dacision Rules for Applying Knowledge

1. For every concept taught, begin to develop if-
then rules for the circumstancea under which the
concept 1s highly, moderately, or not relevant,

~

. For ever concept taught, begin to develop if-then
rules for its application to problems or deci-
sions.

Such decision rule development i3 consistent with the
"situational theories™ that have bheen developed in
business.

Some Modest Examples

Next term, In a graduate forecasting and modeling
class, students will develop a computerized annotated
bibliography on forecasting and modeling as one course
assignment. A commercial data base package may be
used or, if there 1a interest, a student term project
may be to write a program to do the job., We'll use
the IBM PC's which are part of our Microcomputing Cen-
ter in the Schocl of Busineas, The data will be kept
on floppy diskettes,

T have developed a computerized pricing case and model
that runs on the IEM-PC which ties together computing
shannel markups, a derived demand curve, and produc-
tion cost-volume relationships. It 1s user-friendly,
and the case 1s presented con-screen. This will be
made avallable to instructors teaching principles of
narketing. It will be "stocked" in floppy dliskette
form both in the department {with instructor notes)
and in the Microcomputing Center for use by students.
in advertising simulation model has also been devel-
aned, It iz used by students as an aid to a casa
problem which requires recommending an advertising
hudget .

The efforts of the graduate modeling ocourse will be

“neixlan rulas) zarries with 1% 2 notentizl resnonse g3 Jirected toward developing additicnal =~ases and accem-



sanyiag madels and analytiosl sdk TOCLS un
aicrocomputers that will provide some of the material
“or a new case course .nder development: "Computer-
Based Marketing Managemsnt." i

The last area of effort is to try to develop improved
application guidelines for the theories, concepts, and
researsh findings that we discuss in the c¢clasasroom.
This means tryipng to answer the M"so what" question
with respect to any material covered. The consumer
nehavicr area is in need of organized sets of if-then
rules to help make sense of the vast array of con-
2epts, theorles, and studies. For example, Bourne did
a classic study on reference groupsa, the conclusions
of which could be stated as the following if-then
~ules:

IF YOU ARE MAKING DECISICNS ON ADVERTISING
CONTENT, THEN REFERENCE GROUPS MAY BE RELEVANT
70 THE TYPE OF CONTENT CHOSEN.

IF YQUR PRODUCT IS NOT HIGHLY VISIBLE, THEN
REFERENCE GROUPS PROBABLY DO NOT PLAY A VERY
IMPQRTANT ROLE IN THE PURCHASE DECISION.

IF YOUR PRODUCT 1S HIGHLY VISIBLE, THEN
REFERENCE GROUPS PROBABLY PLAY AN IMPORTANT
ROLE IN THE PURCHASE DECISION.

IF REFERENCE GRQUPS PLAY AN IMPORTANT ROLE IN
THE PURCHASE DECISION, THEN ADVERTISING SHOULD
EMPHASIZE THE SOCIAL SETTING OF THE PRODUCT,

IF REFERENCE GROUPS DO NOT PLAY AN IMPORTANT
ROLE IN THE PURCHASE DECISION, THEN ADVER-
TISING SHOULD STRESS THE FUNCTIONAL FEATURES
QF THE PRODUCT,

As marketing experts and teachers, we can develop our
abillities to organize our knowledge in this actionable
form. Development of fragments of expert systems can
nrovide challenging graduate term projecta and can
actually be implemented on miecrocomputers by those
with programming skills.

Soeial Problems of Expert Systems

In the past, it has been primarily blue-collar workers
“hat have been the targets of automation. From now
on, professionals and white-collar workers will no
longer be exempt. While the sccial problems of dislo-
sation may become severe, the productivity gains can
re very good for society as a whole. More work will
=e accomplished with fewer people, As we improve our
ability to produce goods and services, the debate on
“ow to allocate wealth among the population will be-
ome more Ilntense,

'.egal liability of expert systems will probably sur-
*ace rapidly, perhaps for the first time when an
alectronic "bum steer™ 1s acted upon with dire conae-
quences tec the client.

T™he dignity and worth of a human being will be called
‘nto question by expert systems. When the capability
57 an expert asystem greatly exceeds that of any single
=uman being, how will we feel? I can report from
"irst-hand experience that it is not wvery good for
ine's =qo to be beatan decisively by a microcomputer

snecw wecgram, and that was just a sane!
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While computars can function as %5ireless accounting
machines or calculators, they can also function in a
very different way as knowledge processors. Many
people do not fully realize the extent to which com-
suter systems can organize and manipulate the kinds of
noneepts, facts, and expertise which now "belongs"™ to
the marketing professor! I hope the challenge of
expert systems makes us all better teachers in the

short run, and better knowledge engineers in the long
run,
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MARKETING AND THE IMAGES OF 1984: REFLECTIONS ON
THE NEGLECT OF VALUE ISSUES IN MARKETING EDUCATICN

Tﬁaddeus H. Spratlen, University of Washington, Seattle

The novel, 1984, by George Orwell (1949} is
used as the focal point for discussing the
neglect of value issues and relationships in
marketing education. Emphasis is placed on
the adverse effects of neglect on the content
and practice of marketing. Based on the
limitations discussed it is concluded that
the process of resolving value dilemmas
should be given more attention in rethinking
marketing education beyond 1984,

The vear 1984 is an especially approprilate time
to reflect on the images of the novel, 1984. But
rimeliness is not just the coincidence of calendar
and title. The dramatic impact of the symbols and
messages of 1984 are likely to receive more attention
in the middle years of the 1980's than at any time
since the chilling controversy sourrounding its first
teading in the 1950's. Thus, we have an opportune
time to reflect on the meaning of 1984 for our times
and for our discipline.

With respect to value issues in 1984, personal
and sccial values are not just neglected, they are
virtually nonexistent. One excepticn is the ruling
oligarchy's ultimately perverse purpese of having
power for the sake of power. There is, in the novel,
no redeeming moral justification or human basis for
social behavior and action. In that fictionmal world,
such a condition accomplishes its scary and dramatic
aims of showing life in its most inhumane forms.
People are reduced to being less than pawns to be
manipulated and coerced into thinking and acting like
robots in human form.

In the real world of marketing and the domain of
marketing aducation, value issues are, of course, not
o«bandoned. But they are seriously neglected. Their
neglect dimishes the moral consciousness and social
concern regarding the corsequences of marketing pref-
erences, priorities and decisions. Social relation-
ships are negatively affected because of the neglect
of value lssues. This necessarily includes the very
market exchinge relationships that marketing education
is supposed to be all about. Because real people are
involved in the outcomes of market transactions, the
harm of aeglecting value issues 1s real and often
substantial. By exploring some of the images of the
novel and comparing them with their actual or symbolic
extensions in the real world of marketing, it should
be possible to provide a perspective on the place of
value issues and relationships in marketing educacion
and practice.

IMAGES AND CHALLENGES OF 1984

"Negative utopla' is used to characterize the
world of l984. It offers some provocative images and
important challenges regarding marketing and society
relationships. Some comparative perspectives on the
images are cutlined in Exhibit 1. The point to be
made in the compariscns is that in marketing practice,
if not in what is taught, m~thods, messages and influ-
ences in the marketplace do parallel the images pre-
sented in 1984, The most vivid illustrations are
tike.v to be associated with the criticisms of adver-
tisin? and prometional aspects of marketing in the
form of sexual imagery and subliminal seduction (Key
1973, 1976); Labeling clutter, and distorrced product
claims (Schrank 1977).

Exhibit 1
Perspectives of 1984 and Contrasts
in the U.3. Marketing System

Elements/
Characteristics Perspectives and Contrasts
1984 ' Autocratic, eoligarchic, sadistic
VALUES Marketing Democratic, pluralistic, hedonistic
System
DOMINANT 1984 Power for the sake of power
PROCESS
TTSMS Consumption for the sake of
gatigfaction
NATURE 1984 Cegtraliied, bureaucratic,
OF THE espotic, virtually closed
SYSTEM UsMs Decentralized, diverse, dynamic,
’ relatively open
Coercion through pain, terror
1984 and intimidation; exploitation
MECHANISMS of people's interest in avoiding
OF CONTROL pain; in surviving
Seduction through pleasure and the
usMs
promise of satisfaction; exploita-
tion of people's desires and
interest in experiencing variety,
ego-satisfaction, etc.
Telescreen, speakwrite, and pneu-
1984 matic tubes for message transfer
ILLUSTRATIVE
USES OF Television moniters; perscnal com-
USMS uters with voice synthesizers;
TECHNOLOGY P Y rss
portable videotex systems; home
and telephone robots
1984 Government propaganda, including
e explicit contradictions and
ILLUSTRATIVE absurd beliefs; denial of
USES OF cbjective reality
COMMUNTICATIONS Commercial propaganda (advertising)
USMS puffery and pressure selling;
distortion of objective reality
through imagery, weasel words
Dehumanized existence; virtual
1984 absence of privacy, trust,
SOCIAL friendships and love
RELATIONSHIPS

Intrusicns on privacy through TV
UsMs monitoring; conformity in
responses to mass merchandising

Fundamentally, the context and intended affects
of the images of 1984 and the marketing system are
dlametrically opposed. FTor example, desire is cele-
brated in our marketing system. [t is officiallvy
banished in 1984. Desire (not lust) is thoughtcrime,

65 to use Newspeak--the language of ]984. There, sex is



ncthing but a phaysical act. By contrast, much of ad-
vertising as a part of marketing, uses sex extensively
as part of messages and visual presentations to make
products more attractive and marketable.

There are also several product comparisons that
can be made:

In 1984 In Contemporarv Marketing
"rubbish: newspapers "sansational checkout stand

containing sport, papers and magazines''

crime, and astrology”

"sensational five- "generic romance novels"

cent novelettes"

"X Rated films and adult
video"

“"filns oozing with
sex—--Fornosec"
(in Newspeak)

"sentimental songs "computerized music"

composed by computer"

Lest it be inferred that only frivolous examples
exist, there are also issues related to product
hazards, anvironmental poilurion and other damaging
results from market action guided on short-run,
micre-oriented policies that neglect social costs and
societal consequences of markering. Such toples are
given serious attention in the literature of macro-
and ecological marketing as well as consumerism.

Consider, for example, that about 28,000
Americans are killed each vear in consumer-product
related accidents. Another three million are injured.
About 125,000 children are injured each year in acci-
dents associated with toys. (USA Today, 11/21/83,

p. 1iA; Nielsen 1979, p. 128). Even at minimal
figures for the economic and social losses involved,
the amounts are substantial.

Damage from various forms of pollution are also
well known and need not be described here. Also rele-
vant are contemporary uses and abuses of information
technology; the power to influence and manipulate
aspects of behavior through propaganda; and other uses
of marketing technolegy which have undesirable effects
on consumers and society as a whole. To neglect the
+alue issues and dilemmas posed by such results of
applications of marketing technology clearly reflects
a diminished moral consciousness and disregard for
externalities involved in marketing and consumption-
related activities. Unfortunately, very little is
offered in the way of marketing education to confront
value issues and dilemmas which often are inherent in
marketing decisions. Litrle opporunity is provided
even for the few students who might elect to take
advantage of such study.

IDENTIFYING VALUE ORIENTATIONS IN MARKETING

The extent of neglect of value orientations in
marketing education is further meflected in the fact
that there is no generally accepted framework for even
classifying value issues and relationships. Except
for social responsibility questions, value issues seem
to be avoided, even in many discussions of the future
directions for marketing (Fisk, Arndt and Grénhaug
1978; Grevser 1980; Lindgren, Berry and Kehoe 1982;
and Wilson and Darley 1982).

A framework for identifying the broad outlines
of walue orientations is summarized in Exhibit 2.

it should be recognized that value orientations
are Likely to be implicitly expressed in the borrowing
that is done from the various disciplines that provide
the main conceptual foundations of marketing. Given
the applizd nature of '!e subject, there is a strong
pragmatic flavor to most of the content of marketing.

Exhibit 2
Qutline of Dominant Value Orientations in Marketing
Tepics and !
Explicit Methcds and Nrans oo
Value Themes of Theoretical Speciali- |
~cntent Analysis Orientation zation f
Low; ex- Information Micro- Rescurce |
' plicitly technolegy analytic, allocation |
value- for manage- descriptive andé manageJ
free ment and and ment stra—%
L competitive normative tegy; most
g efficiency; decision edyucators
v o dominance rules in the
o E of short- managerial
] ran finan- and model-
4 g cial results ling tradi
%2 -- Eien 4
- General Behavicral Micro-~ Consumer |
@ accep- and manage- analytic, behavier, |
g a “tance mentscience descriptive, marketing
o N Wof the technology  heuristic mix poli-
E value- for guiding and varied cies and
: & §free competitive decision decisions;
o ; gtra- behavior rules academic
% Jdition mainstream
: o E of market—f
o hmmmmmmm—mm e m e mmmm o ing )
3
g n whiighly Adaptation Combines Marketing
£ Bvaried of methods micro- and channels,
= Ewith from the macro- public
" g strong policy analytic policy:
2i° &public sciences; approaches; industry
] E policy search for prescrip- policy
< |5 gor pre- ragqulatory tive deci- applica=-
> |6 Sscrip- and contrecl sion rules tions of
Z Stiva mechanisms marketing
bias
E High; Ethics, Macro- Marketing
o expli- social analytic, and society
é citly responsi- descriptive/ relation-
§ value- bility, prascrip- ships;
focused; equity, tive deci- ecological
3  strong social sion rules marketing;
B influ- efficiency social
? ence of and envi- marketing
Z sitva- ronmental
& tion impact
= _ethics i

A prevailing view is that much like economics (the ori-
gilnal science of markets), marketing is also largely
value free. But virtually all of the frameworks except
the one embraced by humanists and moralists lean to-
wards an avoidance of value issues and relationships as
integral parts of marketing analysis. Thus, direct
consideration of value issues and relationships 1is left
largely to priests, philosophers and professors outside
the managerial and behavioral mainstream of marketing.

FURTHER REFLECTIONS ON
THE NEGLECT OF VALUE ISSUES IN MARKETING

In examining the content and purposes of market-—
ing there are several logical and practical limitaticans
that result from the neglect of value issues and rela-
tionships. The following are illustrative.

1. There are fallacies in the notion¢’ value-free
marketing.

2. Social concerns are neglected in the microanaly=-
tic bias of marketing.

~
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b Precccupation with techniques and measurement
avershadows concern for value issues and
relationships.

4. Irrvesponsibility in the use of marketing

cechnology or other scurces of power is less

likelv to be admonished or even confronted

on a systematic basis.

Externalities are generally excluded from
consideration in marketing decisions and
activities.

w

6. Neglect of value issues detracts from efforts
to professionalize marketing.

Each statement is discussed briefly.

The praposition that it is fallacious to regard
marketing as a value-free discipline stems from its
basic operational purpcse-—preference implementation
ir the market svstem. That is, tastes, preferences,
perceptions, feelings and the innermost workings of
the mind are the targets of marketing knowledge and
technolegy. The fact that people may be cajoled,
vadgered and induced through fear and anxiety (as well
as through less controversial means) to consume in
certain ways unavoidably places marketing in a value~
focused posture as a psychosocial process. Persuasion
and commercial propaganda often outweigh informarion
as factual presentations of what is offered in the
marketplace. Even choice and satisfaction are likely
tc be narrowly conceived as short-term pleasure rather
than as long-term well-being. Hence, for reasons of
intellect and in the consumer interest, value issues
deserve to be an integral part of marketing education.

The microanalytic blas of marketing stems in
large part from its evelution as the ideas, toels
and techniques for managing aspects of supply and de-
mand. Yet the social context and consequences of
their application are often disregarded. Because the
micro aspects are more easily measured and managed,
they are given a higher order of importance. But in
the absence of a fully recognized macro dimension, we
have an incomplete accouat of the effects of marketing
activities beyond the level of the individual consumer
or the firm and the market(s) that it serves. Market-
ing education generally has not kept up with the emer-
gence of value dilemmas associated with materials re-
cycling, conservation and the rate of usage of ex-
haustible resources.

As implied in the preceding statement there is
a decided imbalance in the attention given to micro
and macro aspects of the discipline. Such imbalance
carries with it risks, costs and other consequences
associated with sustaining direction and outcomes that
are not guided by evaluations and knowledge of how
well marketing education 1s serving long-term sociletal
well-being.

Judgments as to what are responsible and irres-
ponsible uses of marketing power require some set of
social values. To the extent that resolving value
dilemmas is considered to be unimportant or is neg-
lected for c¢ther reasons, the basis on which respon-
sibilities are assessed and whether they are met are
likely to remain neglected as well. Through default
and neglect, irresponsibility in the uses of market
power becomes mainly the concern of those outside of
marketing {e.g., regulators, cricics, etec.). In such
a situation marketing as a discipline is being defined
as lacking a sound and svstematic basis of determining
and fullowing its own desired level of social concern
and responsibility.

Another major limitation of the several propo-
sitions noted on the neglect of value issues is ex-
pressed {n the notion that externalities (ail social

custs and second-order effects from marketplace dacie-
sions and activities) can be properly excluded from
any really influential place in marketing snalysis and
education. Such concerns properly fall within macro-
marketing. But this aspect of the discipline is still
in its formative stages. Their exclusion leaves out a
host of issues regarding ecological influences, health
outcomes as well as long-term societal impacts of mar-
keting. As a result markecing analvsis and education
are left without well-developed foundations and frame-
works for the long-term guidance of the marketing sys-
tem f{or even sustainable and long-term system mainte-
nance)! Thus, when either miracles or monsters are
introduced into the marketplace, marketing education
currently has little to offer regarding efforts and
means to minimize theilr unintended consequences.
Through neglect, then, marketing education is perpet-
uating the exposure of che economy and society to some-
times costly and possibly avoidable risks and hazards.
This is not a condition that an aspiring applied social
scilence discipline can proudly uphold.

Since all professions and professional disci-
plines give some formal attention and academic impor-
tance to value issuves (as in ethics of practice, legal
obligations to clients, etc.), their neglect in mar-
keting education detracts from efforts to professiona-
lize marketing. While codes of practice in marketing
research and advertising are sometimes mentioned in
teaching marketing as a discipline, omission or inat-
tention are far more common responses. Thus, to ele-
vate value issues and relationships to a place of
greater importance could be part of a move to really
elevate the discipline as part of professional manage-
ment studies. Unless and until this occurs, with
greater force and frequency, marketing educators {as
mentors and masters of the discipline) can be cast in
the roles of advocates and apologists for much that is
undesirable and unprofessional in marketing.

CLARIFYING AND RESOLVING VALUE ISSUES

In developing an approach to clarifying and re-
solving value issues, the process that is used for the
tasks should be the focal point of analysis. As mar-
keting educators our role is to assist students in
acquiring the skills to undertake and apply such a
process. A framework for approaching the task is pre-
sented in Exhibit 3, The basic elements of the frame-
work are based primarily on the work of Tymchuk (1982).

Exhibit 3
Decision Criteria and a Process for
Clarifying/Resolving Value Issues

Decision Criteria

. COSTS and BENEFITS

. RISKS and GAINS

. TIME/EFFQORT and RESULTS

. DIRECT/INDIRECT EFFECTS
INTENDED,/UNINTENDED CONSEQUENCES

. SHORT-TERM/LONG-TERM EFFECTS

. OTHER WHAT-IF CONSIDERATIONS

Steps in the Process
1. Identify important parameters of the situation,
Determine the most influential issues involved,
3. Describe the major constraints and the manner
in which they will affect iikely outccmes.
4. Specify ideal or cptimum outcomes
{and accempanying decisicn rules).
5. Describe feasible alternatives or options.
6. Welight the prokability of 2utcomes (consider
uncertainty, unkanowns).
7. Enumerate the consequences of outcomes.
8. Provide scme manner of review and follocw=-up,
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THE PRODUCT LIABILITY OF WHOLESALERS

Fred W. Morgan, Wayne State University, Detroir
Wiliiam H. Volz, Wayne State University, Detroit

ABSTRACT

“holesalers, even though they do not come in contact
with final consumers, mav still be held liable if a
consumer is injured by a faulty product. In this paper
the wholesaler's role in product liabilicy litigation

is discussed, and advice 1s offered regarding how whole-
salers can reduce their vulnerabilirey. .

INTRODUCTION

Wholesalers are generally described as those channel
intermediaries whose activities link manufacturers with
other resellers of products, Operating in such a posi-
tion within the channel, the wholesaler does not deal
directly with the final consumers or users of products.
Instead, the wholesaler merely passes the product along,
perhaps never removing it from its shipping carton. In
some inscances the wholesaler may arrange the transfer
of the product from manufacturers to retailers without
ever taking possession of the product.

Such a channel intermediary would seem to be quite in-
sulated from liabilicy for injuries suffered by users
of faulty products or items unaccompanied by adequate
warnings or instructions. Unfortunately for the whole-
saler, it may well be found liable along with others
in the distribution chain in the preceding situations
in product liability suits. The primary reason for
such liability is the widespread acceptance of the
doctrine of strict liability in tort, though other
legal theories have also been used to hold wholesalers
liable.

The purpose of this paper is first to discuss the legal
theories which have been applied to wholesalers in pro-
duct liability litigation. Then the types of plain-
tiffs who might sue the wholesaler are briefly de-
scribed. Last, suggestions are offered to wholesalers
regarding how they might minimize their product liabil-
ity exposure.

THEORIES OF PRODUCT LIABILITY AFFECTING WHOLESALERS

Wholesalers can be liable for product related injuries
under several legal theories. The most frequently used
theories, strict liability and negligence, are based on
the law of torts. Plaintiffs have also recovered under
express and impiied warranties found in the law of con-
tracts.

Strict Liability

The widespread adoption of strict liability against
preduct sellers within the past 20 years hag dramati-
callv changed the liability exposure of wholesalers.
Strict liabilitv for product-related injuries assumes
that the manufacturer, the wholesaler, and the retail-
ger are in better positions to bear the risk and cest
of the injurv than is the injured party. This reason-
ing was articulated in the landmark strict liabilitv
case, (reenman v. Yuba {1963).

Courts emphasize that strict liabilitv focuses on com—
pensating those injured and not on punishing those in
the distributivn channel (Prosser 1966). So strict

%iability goes not imply that the seller was careless or
at fault. Instead, strict liability 1s a statement

about the product itself. Scomething about the product
was technically defective (Weinstein, Twerski, Piehler,
and Donaher 1978, p. 3).

The most commonly adopted source for the law of strict
liability is the Restatement (Second) of Torts (1965,
§54024):

(1) One who sells any product in a defective condition
unreasonably dangercus to the user or consumer or to
his property is subject to liability for physical harm
thereby caused to the ultimate user or cansumer, or to
his property, if

(a) the seller is engaged in the business of selling
such a product, and

(b) it is expected to and does reach rthe user or con-
sumer without substantial change in the condition in
which it is sold.

(2) The rule stated in Subsection (1) applies althaugh
(a) the seller has exercised all possible care in the
preparation and sale of his product, and

(b) the user and consumer has not bought the product
from or entered into any contractual relation with the
seller.

This sectien sets out three central requirements for
liability:

1. The product 1is in a defective condition:

2. The product is unreasonably dangerous; and

3. The defect existed at the time the product left the
defendant's hands (Trayoor 1965).

Generally, a product which has in fact caused an injury
is deemed to satisfy the "unreasonably dangerous" re-
quirement of §402A (Glass v. Ford 1973). Several courts
have explicitly rejacted the unreasonably dangerous re-
quirement as unnecessary and unwise and call only for
proof of a “defect" (Cropin v. J.B.E. Olson 1972; Rhein-

gold 1971).

The purpose of the third requirement, that the defect
existed at the time the product lefr the hands of the
party being sued, is to prevent liability from being
imposed upon those at the start of the distribution
channel where the defect was introduced by somecne, in-
cluding the plaintiff, later in the channel. This re-
quirement would not, however, shield a wholesaler if
someone later in the channel, such as a retailer, merelv
fails to detect and correct the originally existing de-
fece (Dunham v. Vaughn & Bushnell 1969). XNor would this
"existing defect" requirement procect a wholesaler where
the product 1s perfect when made, but is known to become
defective later, as when a product decomposes or cannot
withstand repeated stresses (Dunn v. Ralston Purina 1934:
Rheingold 1974),

Courts have not settled upon a standard definition of
defect, but two general tvpes of defective products
have been recognized (Weinstein et al. 1978, p. 28-32):

1. Products defectively produced-~those products which

69 do not meetr the manufacturer's own production standards



but whicn somehow slip cthrough the quality control svs-

tem,

2. Products defectively designed, labeled, or tested--
those products which are made according to plan but
which nave a potential for harm inherent in the way

they are made.

There are very few declded cases dealing with products
that are defecrively produced. Liabilicy is so clear
wnen, for example, there is glass in che hot dog or
crvstalized metal in the tle rod, that the insurers of
the seliers consistently settle these cases before
trial.

The real battle is being fought where a product is said
zo be defectively designed, labeled, or tested. Exam-
ples of products which are defective because of their
design would be a punch press with controls that are
difficult to operate, a hedge trimmer without a safety
feature, or perhaps dynamite with an excessively short
fuse {(Ilnicki v. Montgomery Ward 1967; Crane v. Sears
1963).

Products which are defective because of their labeling
generally fail to present the adequate or proper warn-
ing necessary for safe use. Strict liability could be
imposed on a wholesaler of a machine delivered without
proper inmstallation directions or on a can of highly
flammable cement with no warning to keep the product
away from ignition sources (Canifax v. Hercules 1965;
Anderson v. Klix 1970). Increasingly, courts have em-
ployed a "consumer expectation" test: Did the product
perform as a reasonable consumer would have axpected
(Rheingold 1967}? If the product fails to meet this
standard, it is defective.

Courts will also find a product defective when the sell-
er could reasonably foresee a danger associated with

the normal use of the product but failed to warn against
it (Bohnest v. Kendall 1978)}. A wholesaler can be re-
lieved from liability only when the warniog is suffi-
clently specific to render the product safe for consum—
ers (Morgan and Avrunin 1982, p. 49).

Strict liability means trouble for wholesalers. U.S.
courts have found wholesalers liable for product-re-—
lated injuries when the wholesaler had neither control
of a defective product's development mor a realistic
opportunity to discover its dangerousness. The whole-
saler's liability rests simply on its distribution of
the injury-causing defective product (Leete 1980).

In California, a wholesaler was found liable even
though it never had possession of the product that
caused the injury (Canifax v. Hercules 1965). A job-
ber, Dynamite Supply Company, ordered a dynamite fuse
from a wholesaler, Hercules Powder Company. Hercules
sent the order to the manufacturer, Coast Manufacturing,
wino shipped the fuse directly to Dynamite Supply. Her-
cules never possessed the fuse, but did pay the manu~-
facturer's invoice and bill the jobber. The dynamite
exploded prematurely killing nearby workers. Citing
§402A of the Restatement (1963}, the court allowed re-
covery against the wholesaler.

In Dunham v. Vaughn & Bushnell (1969%), plaintiff was
striking a plece of metal with a hammer when a chip
from the hammer blinded his eve. The hammer was manu-
factured by Vaughn and shipped directly to the whole-
saler, who never removed it from the box in which it
was packaged, but simply shipped the box to the retail-
Tne Illinois Supreme Court upheld a $50,000 jury
verdict against che manufacturer, the wholesaler, and
the retailer. The wholesaler was included through the
application of §402A (Restatement 1965), even though

the hammer was never unpacked during {ts stav with the 7
wholesaler. 0

(=2

Negligence

In the past courts often ruled that the buver was re-
quired to make his own inspection, relv on his own judg-
ment, and assume the risk of any defect in goods he had

purchased. The rule was caveat emptor--let the buver
beware. Modern courts have shifted much of this burden

to the seller. Sellers of goods wust exercise the care
of a reascnable person of ordinarv prudence inm protecc-—
ing others from rhe harm that could foreseeably be caus-
ed by thelr products. Wholesalers, as other sellers,
have the duty to use reasonable care to protect others
from unreasonable risks of harm (Prosser 1971, p. 1453).

Today, when negligent design is alleged, juries have
welighed whether reasonable care has been exercised by
considering the following (Rheingold 1974, p. 536):

a, Whether an omitted safety feature would have pre-
vented the accident;

b. Whether there was a better, safer wav to make the
product:

c. Whether the design had an unnecessary risk of inju-
ry; and

d. Whether there was a dangerous feature which could
have been omitted without affecting the product's func-
tion.

Defendants often complain that plaintiffs are emploving
hindsight to evaluate the product's design. Plaintiff's
engineers initlally examine the product to determinme
what could have been done to prevent the Injury. These
experts later testify that these alterations in the de-~
sigh should have been made.

Increasingly, product liability cases are becoming bat-
tles of the experts. The plaintiff's engineers may
testify that a part costing a few penniles or a safety
device routinely employed by the defendant's competitors
would have prevented the accident. In rebuttal, the de-
fendant's engineers will testify that product cost,
function, and the competition can dramatically narrow
the feasible design alternatives. The defendant's ex-—
perts continually emphasize the designer's difficult
task of balancing an omitted feature's safety character-
istics against the increased costs or hampered perfor=-
mance that could destroy the product's profitability or
marketability., Defendant sellers sense that they are
required, not simply to exercise due care, but to sell
products that are foolproof (Rheingold 1974, p. 537).

The law of negligence also requires sellers to use "due
care" both in giving reasonable warnings about the risks
associated with a product's use and in giving directions
as to how to avold injury when using the product.

Courts appear to have expanded the duty of the supplier
te give a "full" warning as compared to a "reasonable"
one (Weber v. Fidelity 1970; DePree v. Nutone 1970;
Keeton 1970) .

In Post v, American (1968) a label on a floor sander
stated that the machine should be used on 115 volts AC
or DC. The plaintiff was injured when he connected the
machine to a 220 DC outlet and the machine exploded.

The court allowed the case to go to the jury because
there was sufficient evidence that the manufacturer knew
the machine would be used in an industrial sectting and
the label did not explain the risk involved in deviat-
ing from 115 volt current.

In Murrav v. Wilson (1973) a contact cement c¢ontainer
warned about the risk of explosion and the need to ex-
tinguish all fires. When the plaintiff was injured in
an explosion he claimed that the warning was inadequate
as the cement was not labeled "extremelv inflammable'

and did not state the true degree of risk. The appel-
late court spoke of a complete and accurate warning and
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sracted that the trial judge erred when he withheld this
evidence from the jury.

In everv case it is up to the jury to decide whether or
not the defendant's conduct was careless. What has
really changed is that many courts allow in proofs to
show the omission of a complete warning of every risk
involved in using the product. In addition, these
coures allow juries to hear proefs that the product
user was not informed of the consequences of not fol-
lowing the warnings. Further, it now appears that as
the likeliheod and gravity of injury increase, the
specificity of the warnings and directions must also
increase (Rheingold 1974, p. 533).

Thus, anv warning given by a seller will be subjected
to a very detailed examination before the jury. Courts
are increasingly adopting the position that a warning
is simply a cheap alternative to making a safer pro-
duct. For a warning to shield today's product seller
from liability, it must fully warn the user of the
risks that will be encountered.

Other Theories of Liability

The Uniform Commercial Code's implied warranties of
"merchantability" (1977, §2-314)--that the goods are
fit for their usual purpose--and "fitness for a partic-
ular purpose” (1977, §2-315)--that the goods are fit
for a known, bur unusual purpose=--have largely been re-
placed by strict liability. However, the contract ac-
tion based upon a breach of an express warranty retains
much of its vitality and, at times, 1s the plaintiff's
hest route to recovery. The essential elements of an
express warranty are an affirmation of fact about a
product and the user's reliance upon that affirmacion.
A characteristic example of an express warranty action
is a sult arising out of an allergic reaction to a
cosmetic that was labeled as "nomallergenic" or "safe."
Importantly, not every factual statement about a pro-
duct will be considered an express warranty. Puifing
or sales talk upon which a reasonable person would mot
rely cannot create an express warranty (Royal v. Lor-
1980} .

The common law theories of fraud and misrepresentation
are seldom used in modern product liability litigation.
But wholesalers should be cautioned that they have been
supplemented with a strict liability versicn of fraud
in the Restatement (1965, §402B). Section 402B places
liability upon the supplier where injury follows a
user's reliance upon misrepresentations about a materi-
al fact pertaining to the character or quality of the
praduct. The supplier can be liable even though the
misrepresentations were not made negligently or fraud-
ulently and even though there was no contractual re-
lationship between the user and the supplier. Section
402B amounts to "no fault" fraud. Using this theory,

a plaintiff successfully sued for injuries resulting
from an attempt to use a tractoer for & job that was
mechanically beyond its ability. Even though the mis-
representation was entirely innocent, the seller was
found liable for simply saying that the tractor was
capable of doing something when it was not (Ford v.
Lonon 1966).

WHO CAN SUE THE WHOLESALER?

An expanding group of plaintiffs have successfully sued
wholesalers and all other sellers in the distribution
cilannel. Purcinasers suffering product-related injuries
are not the only group that nave recovered (Dunham v.
Vaughn & Bushnell 1969). Users such as emplovees or
those receiving a gift are specifically protected by
the Restatement (1965, §402A(2)Y(b)).

71 they regard as being particularly insidious.

A wholesaler was found strictlv liable to a pallbearer
at a funeral. The pallbearer was injured when a handle
on the side of the casket broke causing it to fall and
infure the pallbearer. The court held that rhe pall-
bearer was an intended user of the handle of the casket
and that the wholesaler waas liable even though it had
not made a contract with the plaintiff (Cottom v. Mc-
Guire 1970).

Bystanders (Embs v. Pepsi-Cola 1975) have recovered, as
have rescuers drawn into danger by a defective product

(Guarine v. Mine 196%9). Spouses who have been deprived
of the services of mates Injured by defective products

can also recover (Prosser 1971, p. 888).

Some state legislatures have limited the group that can
sue under the contract theories of express and implied
warranty to purchasers, their households, and rheir
guests (UCC 1977, §2-318, altermative A). But even
under the contract theories, many states allow recovery
by anyone "who may reasonably be expected to use, con-
sume, or be affected by the goods" (UCC 1977, §2-318,
alternative C). Generally, the tort theories of strict
liabiliry and negligence allow recovery by any plain-
tiff whose injury could reasonably have been foreseen
(Codling v. Paglia 1973).

MINIMIZING THE WHOLESALER'S LIABILITY

Persons who buy a product, receive it as a gift, use it
at work, or foreseeably come in contact with it while
others are using it can successfully sue the whole-
saler. These perscns may invoke some combination of
several theories of recovery, primarily strict liabil-
ity and negligence.

The wholesaler must therefore be diligent in its ef-
forts to minimize its product liability exposure. The
most prudent step would be for the wholesaler to in-
spect every product it passes along from a manufacturer
to another channel member. Clearly this would be an
expensive and time-consuming step, perhaps negating the
usefulness of the wholesaler from the perspectives of
manufacturers or retailers. In addition, wholesalers
not legally taking title to goods may encounter diffi-
culty obtaining manufacturers' permission to open car-
tons to inspect products. For those wholesalers not
actually taking possession of products, the question of
i{inspection becomes moot.

Even with timely inspections, wholesalers may be unable
to detect faulty products. For example, if a drum of
chemicals is accidentally contaminated during manufac-
ture, how could the wholesaler, without conducting an
exhaustive analysis of the drum's contents, detect the
presence of the befouling substance? The wholesaler
may be an expert regarding timely delivery and safe
storage of preoducts, but such expertise hardly extends
to the manufacture and operation of every product the
wholesaler handles. :

Another avenue available to wholesalers is to operate
only in those jurisdictioms which seem to sympathize
with their inability to detect product defects on a
timely, economical basis., Some states allow strice
liability actions to proceed against non-manufacturers
such as wholesalers only 1if manufacturers are not ame-
nable to suit there. Other states have excepted non-
manufacturers from liability unless they have been neg-
ligent. Such selectivity on the part of a whelesaler
would not, however, reflect the locations of either its
markets or its suppliers.

Wholesalers could add their own warnings to products
These



warnings could be arixed te the products or passed
along verbally or in writing to retailers. Once again,
problems arise regarding the wholesaler's effective-
ness in limiting its liability, this time by providing
warnings. Manufacturers may balk at additional warn-
ings being attached te their products because they
fear decreased sales. Warnings conveved to retallers
mav not be given to consumers or may be downplaved to
#eep sales from dropping. As a non-manufacturer not
deaiing wich the final users, the wholesaler is in a
very weak position to provide adequate warnings.

The suggestions so far indicate the need for the whole-
saler to maintain regular contact with both suppliers
and customers about potentially faulty products. By
doing so, the wholesaler will be informed regarding

the latest product liability developments facing co-
horts within the distribution channel. Further, should
the wholesaler uncover any product defects, it will be
able to warn other channel members to take corrective
action.

Intrachannel communications, therefore, seem vital for
the wholesaler interested in minimizing its product
liabiliry exposure. Even if the wholesaler is suc-
cessful via an indemnity suit in shifting a judgment
to the manufacturer of an injury-causing product,
legal costs can still be burdensome because of insur-
ance premiums and fees associated with defending a
lawsuit and the indemnification action. Minimizing
the likelihood of a product liability suit is going to
be less expensive for the wholesaler and clearly better
for final consumers.
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EXTENDING THE UNDERSTANDING OF CONSUMER PRODUCT WARRANTY
THEQRIES VIA BRAND SPECIFIC TESTING

Craig A. Kelley, Arizona State Universityl

ABSTRACT

This paper discusses two competing theories from eco-
nomics that attempt to explain the function of a con-
sumer product warranty. Two methodologies illustrate
how these theories might be tested. The managerial
and public policy implications of these theories are
then presented.

INTRODUCTION

Marketing practitiomers utilize consumer product war-
ranties for a variety of purposes. On the one hand,
these warranties have been used as legal documents de-
signed to relieve the manufacturer of the responsibil-
ity for product service in the event that the product
is defective or happens to malfunction (Feldman 1976).
Alternatively, it is not uncommon for the advertise-
ments of some products to emphasize a superior war-
ranty, in terms of coverage and duration, in an effort
tc promote the product and develop a competitive advan-
tage.

Despite the frequency of warranty usage by marketers,
the literature contains only a few attempts to advance
and test competing theoriles of the consumer product
warranty {Gerner and Bryant 1981; Priest 1981; Spence
1977)}. Furthermore, relatively few attempts at theory
development and justification have been conducted by
marketing scholars.

Economists have advanced two theories to explain alter-
native marketing uses for the consumer product warranty.
The first theory has been termed the Exploitation Theory
because it postulates that manufacturers use warranties
as a means of unilaterally limiting their legal obliga-
tions; thus, expleiting the consumer's position of ig-
norance {(Priest 1981)., The second theory, referred te
as the Market Signal Theory, proposes the function of a
product warranty to be a cue that relates information
about the product's reliability to the consumer (Gerner
and Bryant 1981; Priest 1981; Spence 1977).

Both thecries have been empirically tested in recent
years {Gerner and Bryant 1981; Priest 1981}, but it is
uncertain whether the existing research provides am
adequate test of these theories. This skepticism
arises because the prior studies have used aggregate
industry data rather than individual brand information.
Industry concentration ratios were used as a surrogate
for brand share figures to test the Expleitation Theory
in the Priest (1981) study, and no measure of brand
reliagbility was used to test the Market Signal Theory
in either the Priest (1981) or Gerner and Bryant (1981)
studies. This paper contributes tc the growing body of
warranty research by introducing the Exploitation and
Market Signal Theories and illustrating how each might
be rested with appropriate brand-specific data. In
cffering this perspective, the present paper provides
an interdisciplinary theory perspective by taking thec-
retical contributiens from economics and examining them

"The author wishes to acknowledge the suggestions of
Stephen Brown, Michael Mokwa and Ken Evans, all of
Arizona State University.
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in a more specific and relevant marketing context.

The paper is organized into four sections., The first
two sections of this paper discuss the theoretical
rationale behind the Exploitation and Market Signal
Theories. The next section illustrates how these
theories might be tested. Finally, the concluding sec-
tion discusses the managerial and public policy impli-
carions of these theories,

THE EXPLOITATION THEORY

A warranty is a contract between a buyer and gseller that
specifies certain legal obligationg that the seller must
perform in the event that his product malfunctions dur-
ing a predetermined period of time. Contracts are nor-
mally negotiated, but over time most industries have
standardized their warranties such that they are not
negotiated when an exchange is consummated (Bogert and
Fink 1930). The Exploitation Theory, as first suggested
by Kessler (1943), is built on this lack of negotiation
and postulates that product marketers unilaterally draft
warranty terms that are more favorable to them because
they possess greater bargaining power relative to that
of individual consumers. In general, the theory pre-
dicts that an inverse relationship exists between a
firm's market power and the terms of its warranty.

Based on this theory, the standardization of warranty
terms in concentrated industries is the result of a
single firm's market power. In less concentrated indus-
tries, a trade association may be the vehicle used to
achieve standardization (Bogert and Fink 1930). Regard-
less of the manifestation of the market power, the ef-
fect 13 that the consumer does not possesg a choice of
warranty terms.

A major criticism of the Exploitation Theory 1is that it
does not specify the relacionship between decisions
regarding warranty terms and other production and mar-
keting decisions. However, Priest (1981) counters this
point by stating that with or without a theory, these
relationships have not been explored thoroughly in
either the economic or legal literature. The Exploita-
tion Theory received some support until the early 1970s,
when a competing theory that implicitly considers such
relationships was advanced.

THE MARKET SIGNAL THEORY

The Market Signal Theory as conceptualized by Akerlof
(1970) views a consumer product warranty as a source of
product information. Spence (1977) formalized the
theory as a relationship between the probability of a
product failure (i.e., reliabilirty), and the manufac-
turer's liability to the consumer in the event that the
product did fail. According to Spence, the consumer
chserves only two product actributes that are related
to reliability at the time of purchase: the product's
price and the manufacturer's liability. The consumer
cannot observe reliability directly, but may attempt o
infer it from the price and/or the manufacturer's lia-
bility. Many cues may be used by the consumer in deter-
mining manufacturer liability such as brandname or
materials used in production. Spence's Market Signal



Theory implies chat gnly the panufaccurer's warranty
raflects the manufacturer's liability. The failure to
consider these other cues is a criticism of this theory.

The theorv makes one key assumption, that the cost of
servicing a longer, more comprehensive warranty 1s in-
versely related to the product's reliability {(Gerner
and Brvant ]198l), The cost of servicing reliable prod-
ucts weuld be small, since these products do not re-
quire frequent repairs. Thus, the manufacturer of a
reliable product can afford to offer extended warranty
coverage. Conversely, manufacturers of less reliable
products cannot afford te extend favorable warranty
terms because of the frequency of repair needed. 1In
sum, reliable products should have more comprehensive
warranty terms than less reliable products.

Priest (1981) argues that the Market Signal Theory can
also be used to predict what the terms of a warranty
will be. The first of these predictions is that the
warranties of similar product classes will be very
similar in the coverage that they offer, The rationale
behind this prediction is that since a coansumer only
occasionally purchases a particular durable good, s/he
would be more likely to acquire warranty information
common te a large set of consumer goods rather than
acquire warranty information specific to any particular
branded good. Thus, different products' warranties
would be similar to take advantage of the consumer’'s
acquisition of general rather tham a brand=-specific
signals. In order to draw some conclusions regarding
this prediction, the present author examined the war-
ranties of some related household appliances. Thirty-
five warranties of built-in dishwashers, clothes dryers,
and refrigerators were compared, and it was found that
all had the same minimum warranty; one year on parts
and labor (Consumer Reports 1983; 1982; 1980). It ap-
pears that there may be some support for the ratiomale
behind this prediction, but since only three product
classes were examined, only an anecdotal inference can
be drawn at this time.

Second, the Market Sigrnal Theory predicts that if some
firm warranties differ from the terms offered in most
manufacturer warranties, generally, the deviate war-
ranties will offer better terms. According to the
first prediction, the consumer would expect a certain
level of reliability of the product c¢lasa as signalled
by a standard warranty. If a seller offers lesas gen-
erous warranty terms than this standard warranty, con-
sumers would clamor for warranty service even though
the warranty did not extend the standard coverage.
not satisfying these consumers, added administrative
expenses and the loss of goodwill would be imposed on
the geller. To the extent that the costs of customer
dissatisfacrion are greater than the costs of improving
the warranty, a seller would have the incentive to of-
fer warranty terms more in line with the more frequent-
ly found warranty terms. Upon examination of the war-
ranties of ten brands of built-in dishwashers, some
support was found for this prediction, Five of the ten
brands of dishwashers examined offered esgsentially the
sameé warranty terms. The other five brands offered
more favorable warranty terms of varying degrees.

In

The third prediction of the Market Signal Theory is
that all secondary clauses in a warranty, these clauses
that contain exclusions and disclaimers, will be more
restrictive than the basic terms of the warranty. This
prediction is based on the probability of consumer
search. The prediction assumes consumers usually only
search for and understand the basic terms of the war-
ranty, but do not look at secondary clauses because too
much effort is required. To the extent that this is
true, this prediction somewhat resembles the Exploita-
tion Theory. The warranty data included in Consumer
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Beports did not provide the opportunity to read the en-
tire warranty and, therefore, the validity of this pre-
diction could not be determined. However, if it is
assumed that secondary clauses usually deal with speci-
fic product parts or use situations {e.g., misuse ¢f the
product by the consumer), the secondary clauses might
very well be perceived as more restrictive.

AN ILLUSTRATION OF THE EXPLOITATION
AND MARKET SIGNAL THEORIES

This section of the paper illustrates how the Exploita-
tion and Market Share Theories might be tested. These
illustrations are also included in the paper to deter-
mine if there might be some preliminary support for
either of the two theories.

The Exploitacion Theory :

The Exploitation Theory hypothesizes that an inverse
relationship exists between a firm's market power and
the quality of its warranty. A measure of market power
is needed to test this theory. Since the economic def-
inition of market power (i.e., the ability to control
price), is rather elusive and difficult to operation-
alize, an appropriate surrogate measure would be a
firm's market share.

Warranty quality is ancther concept that is difficult

to operaticnalize. Shimp and Bearden (1982) operation-—
alized warranty quality as the length of coverage, the
extent of the coverage, and whether the warranty was
full or limiced. This operationalization was modified
for the present paper. The warranties of many consumer
durables seem to be composed of gome minimum warranty,
in terms of basic coverage and duration, plus an option-—
al extension of coverage on certain parts. Combining
the optional component with Shimp and Bearden's defini-
tion, warranty quality was operationalized in this paper
as the sum of these components.

Based on the above discussion, the following functional
relationships were used to operationalize and fllustrate
the Exploitation Theory.
Market Power = f(market share)
Warranty Quality = f(warranty duration, warranty
coverage, extra warranty)
where:
Warranty Duration = the period of time that minimum
warranty coverage is extended
Warranty Coverage = a full or limited warranty for
the minimum warranty period
Extra Warranty = coverage of certain parts and labor
that goes beyond the duration of the
minimum warrancy
and
Warranty Quality is negatively correlated te market
power

A Spearman Rank Correlation test was used to {llustrate
how this theory might be tested. Builc-in dishwashers
were gselected as the sample because they represent a
typical consumer durable good {(Consumer Reports l980).
The market shares of ten dishwasher brands were ranked
from highest to lowest. Warranty Quality was then com-
puted for each brand and ranked from highest to lowest,
The Spearman Rank Correlation Coefficient for this
sample was 0.6013 which was statistically significant

at the Q.05 level. Alrhough no broad generalizations
can be drawn from this illustration because of the small
sample gize, the illustration does ncot provide support
for the Exploitation Thecry. It appears that the brands
with larger market shares might offer more favorable
warranties than brands with smaller market shares.
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The Market Signal Theory

Spence (1977) hypothesized the following functional
relationship in his discussion of the Marker Signal
Theory. .
s = f(m)
where:
s = the probability of product failure
m = the manufacturer's liability

The probability of product failure and manufacturer
lisbility were recast as the product's reliability and
warranty terms, respectively. Priest (1981) used av-
erage produce life as a measure of reliability. How-
ever, this measure is not brand-specific. A possible
source of brand-specific data can be found in Consumer
Reports. Periodically Consumer Reports publishes a
report on different consumer durable goods which in-
¢ludes each evaluated brand's warranty terms and its
frequency of repair. The latter was used to operation-
alize reliability., In examining the former, it was
found that the warranty terms of consumer durable goods
usually have two components; a minimum warranty that 1s
standard for the industry and an extra warranty that is
brand specific. Using these twe bits of information,
the following regression function was used to opera-
tionalize the Market Signal Theory.

Reliability = f(Warranty Index, Extra Warranty)

where: .

Warranty Index = the duration of the minimum
warranty

Extra Warranty = a 0,1 indicator variable which
represents coverage on parts and
labor that goes beyond the dura-
tion of the minimum warranty
period

The same report on built-in dishwashers was alsc found
to contain the necessary information needed to illu-
strate how one might test the Market Signal Theory
{Consumer Reports 1980). Acknowledging that a sample
size of ten is not enough to adequately test this
theory, a regression model with the independent varia-
bles of Warranty Index and Extra Warranty was run to
predict reliability. Reliability was operationalized
on a five point scale using each brand's frequency of
repair. Brands that were rated the best were assigned
a five while those thar were rated the worst were
assigned a one. Warranty Index and Extra Warranty were
quantified according to the operaticnalizations dis-
cussed above. The regression model was not significant
(F = 0.95; p = 0.456; df = 1,10)., This illustration
does not provide support for the Market Signal Theory.
It appears that warranty terms might not be a signal of
a product's reliahility.

MANAGERIAL AND PUBLIC POLICY IMPLICATIONS OF THE
EXPLOITATION AND MARKET SIGNAL THEORIES

Attention is now directed toward the managerial and
public policy implications of these two theories. To
gimplify the discussiom, the Exploitation and Market
Signal Theories can be viewed as coffering opposing
explanations of the purpose of a consumer product war-
ranty. To illusfrate the opposing concepts embodied

in the two theories, first assume that the Expleoitation
Theory provides an adequate explanation and the Market
Signai Theory does not. What effect would this assump-
tion have for marketing managers and policvmakers? One
possible conclusion would be that the marketer need not
be so concerned with conferring benefits to the con-
sumer through the warrancy because of the marketer's
superior bargaining pesition. This would mean that
there would be no incentive for the marketer to offer

warranty terms beyond a limited warranty of some indus-
try-determined minimum duration. Offering a supericr
warranty would not be worth the added cost, since the
marketer does not need to cue the consumer's purchase.
For policymakers, the above assumpticn would mean that
it was necessary to pass the Magnuson-Moss Act, as the
Act attempts to prevent the expleitation of the con-
sumer's ignorance and lack of bargaining power.

Now assume that the Market Signal Theory provides an
adequate explanation of the purpose of a consumer prod-
uct warranty and the Exploitation Theory does not.
There would not have been the need’'for policymakers to
pass the Magnuson-Moss Act since it would have been
rational for the marketers of reliable products to dis-
close their warranty terms in order to cue and guide
the consumer's purchase. The consumer would infer that
those marketers who did not disclose theilr warranty
terms offer inferior products. In addition, assuming
that the consumer knows the difference between a full
and limited warranty, the appropriate managerial deci-
gion would be to offer a full warranty of scmewhat
lengthy duration because the consumer would perceive
the warranty to be a signal of a very reliable product.
It would not be rational for the marketer to try to
exploit the consumer's ignorance because the warranty
cue is being used as a marketing tocl to inform the
consumer.

CONCLUSION

Most of the marketing literature investigating warran-
ties lacks a theoretical perspective. Those studies
that have included some theory have focused on the con-
sumer's perception of warranties. The present paper
differs from previous research by advancing two com-
peting theories from economics that, either in their
present form or through some mecdification, provide a
different theoretical perspective. Both the Expleita-
tion and Market Signal Theories could hold important
implications for marketing managers and public pelicy-
makers. Future research needs to pursue a more rigor-
ous test of these theories in order to aid marketing's
understanding of the purpose of the consumer product
warranty.
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ABSTRACT

The purpose of this research paper isto investigate the
shoplifting behavior of males and females. A total of
249 shoplifting cases were examined {n this research
project. A chi-square analysis was used to determine
if there are significant differences between the shop-
lifting behavior of males and females. Significant dif-
ferences vere found on three of the five null hypothe-
ses that were examined.

INTRODUCTION

Estimates of the cost of goods stolen fromretall stores
vary conslderably, but most observers agree that shop-
lifting is definitely on che increase. The FBI asserts
that three times as many consumers were arrested for
shoplifting 1in 1976 as in 1970 (Nation's Business 1978).
It has been estimated that store losses fromshoplifting
are approximately four percent of store sales and that
about $31 billion worth of goods are stolen annually
(Nation's Business 1978).

Some retallers are using elaborate detaction systems
such as sensers and electronic scanning to halt shep-
lifting. Valuable merchandise, like expensive watches
and fine jewelry, is often displayed in lockad cases.
Self-service operations have attempted to discourage
through the use of one-way mirrors, dressing rooms with
attendants, highly visible television cameras, and store
detectives. In order to encourage store perscnnel to
be more aware of shoplifters, some stores have even em-
ployed "gtealing squads"--people whose job it is to shop-
lift merchandise and then inform management on how to
prevent such thefts {(Lowry 1983).

Very little academic research has been done in the area
of shoplifting. Some of the research to date has attem
nrted to study the economic effects of shopliftingon the
economy and on business (Faria 1977 and Bush 1974.)
Cther research has examined the use of parental influ-
ence to prevent juvenile shoplifting (Fugate 1980),
different methods used to combat shoplifting (Faria
1977 and Menkus 1979), and case history analysis to de-
termine when and where shoplifting occurs (Budden, Mil-
ler, and Yeargain 1983). In reviewing the literature,
we found there to 2e a shortage of data concerning the
demographic characrteristics of shoplifters.

Objectives

The purpose of this research study is to investigate the
shoplifring behavier of males and females. In this pa~
per the following null hypotheses are examined:

H, There are nc significant differences between the
- shoplifting behavior of males and females when
comparisons are made on the basis of race.

There are no sipgnificant differences between the
shoplifting behavior of males and females when
comparisons are made based on age.

3

Hq There are no siunificant differences between the
shoplifting behavior of males and females when

comparisons are made based on the time of dav
in which the shoplifting occurred.

There are no significant differences between the
shoplifting behavior of males and females when
comparisons are made based on the cost of the mer~
chandise stolen.

Hg There are no significant differences between the
shoplifting behavior of males and females when
comparisons are made on the day of the week on
which the shoplifting occurred.

Methodology
Sampie. A total of 249 shoplifting cases were examined

in thig research project. The data were collected from
a medium-priced regional department store located in
Baton Rouge, Louisiana. The sample consisted of all
shoplifting cases that occurred over a four-year period:
1979-1982.

A chi-square analysis was used to determine if there are
significant diflerences between the shoplifting behavior
of males and females. This nonparametri: statistic was
calculated using the Statistical Package for the Social
Sciences computer program. The .05 level of significance

was used as a basis for rejecting the nulil hypothesis.

Data Collection Instrument. The data collection instru-
ment consisted of 18 questions. These questions con-
sigred of demographic classiiicarion questions, open~
ended questions snd multiple choice questions. The ans-—
wers to these questions were taken from the shoplifting
case teports that were filled out by the department
store's security personnel immediately after the indi-
vidual was arrested for shoplifting.

Limitations of the Study

This research study has cerctain limitations which should
be considered in the total evaluation of this project.
First, the data were collected from only ome department
store located in cone mid-size southern city. One should
therefore exercise caution before attempting universal
generalizations. A second limitation centers on the
subjects used in this research project--only those who
were apprehended for shoplifting. The datamay be biased
toward the amateur shoplifter since they are more likelv
to be caught than are the "professicnal’ shoplifters.

Findings

The chi-square test of significance indicates that the
null hypothesis, H,, should be rejected (p=.0007). Ta~-
ble I indicates that there are significant differences
between the ghoplifting behavior of males and females
when comparisons are made on the basis of race, It al-
s0 appears that black males are more likely to shoplift
than are white males, and that white females are more
likely to shoplift than are white males.



TABLE 1

Race Compariscns of Males and Females Whe
were apprehended for Shoplifting

Males Females
White 17 E 75 ;
Black 63 __? 94
p = .0007

Research hypothesis H, should also be rejected (p=.0001.
The data illustrate tgat there is a significant differ-
ance between the shoplifting behavior of males and fe-
malet when compdrisons were made based on age. Young
males (12-17) are more likely to shoplift than are young
females. The incidence of shoplifting committed by fe=-
males is very high in the 18-34 age range.

TABLE 2

Age Comparisons of Males and Females Who
Were Apprehended for Shoplifeing

Males Females
12-17 [ &4 38
18-34 . 32 101
|
35-64 4 30
p = .0001

The chi-square test performed on the data contained in
Table 3 indicates that research hypothesis number three
{H,) should not be rejected. There appears to be no sig-
nigicant differences between the shoplifting behavior
of males and females when comparisons were based on the
time of day in which the shoplifting occurred.

TABLE 3

Time of Day Comparisons of Males and
Females Who Were Apprehended
for Shoplifting

Males Females

9:00 A.M.- |

12:59 PIM. 18 P28
1:00 P.M.- . ’
4:56 P.M. 47 : %8 :
5:00 P.M.- 15 ) 43
9:00 P.M. | )

p = .3527

Research hypothesis H4-—"There are no significant dif-
ferences between the shoplifting behavior of males and
Females when comparisons are made based on the cost of
the merchandise stolen'"-- should be rejected. The data
contained in Table & indicate that the cost of items sto-
len by males is less than the cost of items stolen by
‘emales.
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TABLE ¢

Cost of Goods Stolen as Compared with

the Sex cof the Shoplifrer
Males Females
$1-20 ! 31 17
§21-51 22 f 56
$51-100 13 42
$101-200 7 33
§200+ T |
p = .000L

When research hypothesis H. was examined, there appeared
to be no significant diffefences between males and fe-
males with regard to the day of the week on which the
shoplifting event occurred. Both males and females did
most of their shoplifting on Saturday, the best day for
getting "lost in the crowd'" regardless of one's sex.

TABLE 5

Day of the Week in Which the Shoplifting
Event Occurred as Compared with the
Sex of the Shoplifrer

Males Females

Monday 14 ! 22

Tuesday 13 16

Wednesday 13 33
Thursday 10 23
Friday 8 30

Saturday 22 45

p = .3670
Conclusions

This research study indicates that from a consumer be-
havior point of view there are a number of significant
differences between the shoplifting behavior of males
and females:

Black males are more likely to commit acts of
shoplifting than are white males.

White females are more likely to shoplift than
are white males.

Young males (12-17 years of age) are more likely
to shoplift than are young females the same age.

Females between the ages of 18-34 and 35-64 are
more likely to shoplift than are males the same age.

The cost of the items stolen by males is less than
the cost of the items stolen bv females.
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This studv alse has strong implications from a retail
management point of view, It provides a profile of
the consumers who are most likelv to commlt acts of
shoplifting. This profile could be used by store se-
curitv personnel as a means of determining which con~
surers to track when thev enter a store.

The results of this research do not provide unequivo-

ca] answers to the gquestions regarding the similarities
and differences of male and female shoplifters, 1t is
the hope of the authors that this paper will stimulate
additional research in the area of consumer shoplife-

ing behavior.
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