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CHAPTER I 

SCOPE OF THE STUDY 

Of all the business functions, marketing is the one that must 

interact with consumers. This occurs since marketing attempts to equate 

its efforts to opportunities in the marketplace, and opportunities in 

tum, are created by consumer needs. Because of this, it is of para-

mount importance that we should strive to understand consumer behavior. 

Introduction 

Marketing has been defined as "...a total system of interacting 

business activities designed to plan, price, promote and distribute want-

satisfying products and services to present and potential customers." 

(Stanton, 1971: p. 4) Note that this definition includes the concept 

of utility satisfaction on behalf of consumers. 

The marketing concept, as distinguished from the marketing process, 

also contains the property of utility satisfaction. There is general 

agreement among marketers that the marketing concept is a philosophy of 

business in which all activities are directed toward customer satisfac-

tion, the result of which is profitable sales volume. Carried to the 

final conclusion, Stanton (1971) believes that the marketing concept 

implies that utility satisfaction is the economic and social justification 

for the firm*s existence. 



•If the concept is adopted by business firms, there are several impli-

cations which management should be aware of. Kelley and Lazer (1967: 

p. 14) have listed these as follows: 

1. Establishment of the firm's market offerings in accordance 
with actual and potential consumer demand. 

2. Continuous monitoring of market offerings to relate them 
more adequately to customer wants and needs. 

3. Continuous feedback of marketing intelligence to determine 
existing or predicted imbalances and thus delineate market 
opportunities for managerial consideration. 

4. The integration and coordination of resources to achieve a 
total system of action. 

As can be seen, information conceming consumers and their needs is 

vital to the success of marketing. This study will concentrate its ef-

forts in the area of market information, the third element listed above. 

The purpose is to provide information about market segments which can 

assist management in the development of marketing strategy. The factors 

to be investigated as potential segmental descriptors are purchase fre-

quency, brand preference, and attitudes toward product variables. The 

product under consideration is gasoline and the market is the retail buyer. 

All commercial buyers of gasoline—tmck drivers, taxi drivers, etc.— 

will be omitted from consideration. 

Significance of the Study 

According to Smith (1956) segmentation is based upon demand and con-

sists of product and marketing adjustments to consumer requirements. Mar-

kets are thought of as being heterogeneous in nature, but can be subdivided 

into a number of smaller homogeneous markets. Once this identification 

occurs, each subset may be considered as a market target, and marketing 

efforts can then be tailored to the demand stmcture of each segment. 



In order to segment markets effectively, there are several require-

ments that must be met. The first condition, according to Bamett (1969), 

is that identification of specific consumer needs must be accomplished. 

Once such needs are diagnosed, Kotler (1972) specifies the operational re-

quirements of measurability, accessibility, and substantiality. In ad-

dition, Frank (1968b) imposes the requirements of variation in demand 

levels between segments and sensitivity to marketing efforts. 

Development of marketing strategies must take into consideration 

the concept of segmentation. If strategy is viewed as the means of reach-

ing markets, there are two distinct steps in the process of strategy de-

velopment. These are, according to McCarthy (1971: p. 37): 

1. Selection of the market target—selecting particular 
groups of customers to whom a company wishes to appeal. 

2. Development of a "marketing mix"—choosing the elements 
which the company intends to combine in order to satisfy 
this target group, 

These steps indicate the importance of identifying market segments for 

if we cannot, then efforts may be futile and, therefore, wasted. 

The significance of this study is that it is an exploratory attempt 

to measure the ability of purchase frequency, brand preference, and at-

titudes toward product attributes to establish market parameters. These 

parameters, if any, are in terms of pattems of behavior of groups rather 

than being concemed with predicting individual behavior. The reason for 

this is that marketing to individuals is uneconomic; consequently, indi-

viduals must be aggregated into larger groups, each of which can be iden-

tified on the basis of differing pattems of activity or attitudinal 

structures. 

If the factors mentioned above can differentiate between groups of 

people, then management is provided a basis for specifying markets. This 



specification is necessary for developing marketing strategies geared to 

the differences in the needs and perceptions of the marketplace. In 

addition to the managerial aspects of market identification, the delinea-

tion of group pattems can provide the background for studying individual 

behavior, both within and between groups. 

In the long-run, the firms that can successfully segment its actual 

and potential markets may gain a competitive advantage. Such a differen-

tial could provide the foundation for a stronger and more profitable firm. 

Statement of the Problem 

The importance of identifying market segments based on common charac-

teristics is well established in marketing. The problem has been to 

establish such criteria. Frank (1967a; 1968b); Bass, Tigert and Lonsdale 

(1968); Frank and Green (1968); Frank, Massy and Wind (1972); and Engel, 

Fiorillo and Cayley (1972) are just a few who have questioned the progress 

made toward defining potential segmentation variables, for many criteria 

have been put forward; some successful, some not so successful (Chapters II 

and III review the progress to date). 

This study will investigate the feasibility of segmentation based on 

purchase rates, brand preference, and attitudes toward selected producc 

attributes. If differences can be detected between these variables, then 

the identification problem is reduced significantly. If differences can-

not be found, then one must reformulate the factors to be studied. In 

either case, the results of this study may shed some light on the ability 

of the factors involved to be operational. That is, can these variables 

be used to define market segments, and if so, can marketing strategies be 

developed for each segment? The ability to answer these questions in the 



affirmative could have a significant impact on decision making. If the 

answers are negative, then steps should be taken for additional investi-

gations. 

The product attributes under consideration are price, operator ser-

vice, stamps and premiums, quality, credit availability, advertising, self-

service, location, and cleanliness. These variables were selected on a. 

priori basis because they are controllable by either the producer or re-

tailer. The company can set the terms of its operation through manipula-

tion of these variables, although one must realize that some are more 

flexible than others with regard to change. 

Frequency of purchase is included as a factor because of the impli-

cations of the "heavy-half" segment. If this segment can be delineated 

by the firm, it would be possible to tailor a strategy aimed at this por-

tion of the market. Of course, the "heavy-half" segment would retum a 

greater reward than the lighter or more infrequent buyer. 

The brand loyal buyer is being investigated because he is the source 

of repeat purchases, a condition necessary for success. The nonloyal 

buyer, or brand switcher, is included in order to determine how to get 

him to change brands. Thus, both loyalty segments are important to the 

gasoline retailer. Loyalty, as used in this study, refers to the benav-

ioral aspect of repeat purchasing rather than the cognitive dimension. 

Objectives and Hypotheses of the Study 

There is one primary objective of this investigation: to develop 

segmental descriptors. These descriptors will be in terms of purchase 

frequency, brand preference, and consumer perceptions of value of selected 

product attributes. A second objective is to use the results as an aid in 



strategy formulation. Specific objectives, based on the concept of seg-

mental descriptors, are: 

1. To determine if differences exist among consumers with 
regard to their purchase rates and their perceptions of 
the value importance placed on product attributes. 

2. To determine if differences exist between consumers revealing 
a brand preference (loyal) and those without a preference 
(nonloyal) with respect to their purchase frequencies. 

3. To determine if differences exist between consumers 
having a brand preference and those without such a pre-
ference with respect to the value importance placed on 
product attributes. 

The nature of these objectives make this an exploratory study dealing 

with the feasibility of segmenting markets on the basis of consumer behav-

ioral pattems and perceptions. These components are descriptive, having 

the intent of defining the parameters of potential market segments. Since 

the study is not an experiment, no measurements of consumer reactions to 

changes in marketing efforts will be incorporated into the analysis. 

The hypotheses in this study will be stated in statistical terms at 

this point. That is, each will be stated as a null hypothesis in which 

we assume no significant differences, the statistical test being to dis-

prove rather than to prove. The hypotheses are: 

1. There is no significant relationship between high and low 
frequency purchasers with respcct to the value importance 
placed on product attributes. 

2. There is no significant relationship between loyal and 
nonloyal consumers with respect to purchase frequency. 

3. There is no significant relationship between loyal and 
nonloyal consumers with respect to the value importance 
attached to product attributes. 

Each of the hypotheses are related to the objectives listed earlier, i.e., 

the first hypothesis is tied to the first objective, etc. 

Looking forward, if relationships are found to be significant in one 



or more of the factors under consideration, then these criteria may be 

used as segmental descriptors. If not, then the criteria cannot be 

considered useful to define market segments for strategy development. 

In either case, progress will be made toward the identification of seg-

mentation variables. 

Limitations 

The most significant limitation of this study is that the primary 

data are to be collected through a questionnaire rather than a panel. As 

a consequence, instead of having actual purchase data, the study will rely 

on the recall of consumers. Recall, of course, is subject to error in 

that the individual being interviewed may not remember the exact brands 

of gasoline purchased during the period of study, nor may he remember the 

actual time between purchases. However, there are methods available to 

reduce this limitation. These will be discussed in the methodology chap-

ter. In no way, though, does this limitation affect the ability of the 

questionnaire to collect attitudinal information. 

The second limitation is that the analysis is limited to only one 

product class, and is not applicable to all consumer products, This in 

no way affects the validity, for R. Cun-ingham (1956a; 1956b) has demon-

strated that the degree of preference and loyalty tends to vary from one 

product class to another and from one household to another. Because of 

this, product classes should be investigated independently to verify the 

segmentation criteria for each. 

A further limitation is that the study takes place in one geographic 

area, i.e., a small midwestem community. As a result, the conclusions 

drawn may not be applicable to larger areas. The results, however, may 
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be applied to localities with similar characteristics, but there is no 

guarantee of this. Even so, the geographic restriction is not serious, 

for if results are valid in this case, the methodology can be used to 

expand the scope of coverage. 

The final limiting factor is that purchase quantities are omitted 

from consideration. Again, for the purposes of this study, this is not 

a serious limitation since automobiles have different fuel capacities 

depending upon the class of the car itself, In other words, compact 

capacities differ from standards, and so forth. Also, capacity would 

be closely related to purchase frequency, which will be taken into account. 

Organizational Plan 

This report will be presented in six chapters, the first being the 

scope of the study. 

Chapter II will review the nature of market segmentation and its 

application, The chapter will also review the implementation of the con-

cept and how strategies are developed because of its use. 

The third chapter will review the empirical results obtained with 

segmentation analysis. First, a classification scheme for segmental bases 

will be presented, followed by a brief curvey of results. Next, thc iis»_ 

of the factors under consideration in this study will be examined. 

Chapter IV will contain the methodology of the study, The main 

points will be the nature and purpose of the study, the method of data 

collection, and the statistical techniques used in the analysis. 

The fifth chapter will contain the empirical results of this study, 

Each of the objectives will be examined in a marketing context, then a 

managerial interpretation will be made. 



„Chapter VI will present a synopsis of the investigation, the 

conclusions arrived at, and will discuss further applications of the re-

sults of this study. 

The final chapter will be concemed with an up-date of the litera-

ture pertaining to this study and the results foimd here. 



CHAPTER II 

MARKETING MANAGEMENT AND SEGMENTATION ANALYSIS 

Buyer behavior has intrigued marketers for many years. Undoubtedly 

it is because such activity on behalf of consumers leads directly to sales 

which, with proper management of resources, forms the profit base through 

which growth can be achieved. Because of this, it is necessary that we 

understand consumer purchasing behavior. 

The study of consumer behavior gives one an insight into the brand 

selection process. Such processes may determine the firm's strengths or 

weaknesses in the marketplace. One approach to the study of purchasing 

behavior is segmentation analysis, which is concemed with the study of 

how selected groups of people buy and use products. Segmentation analysis 

has achieved prominence today because of intensified competition, both 

domestic and foreign. It is normally accepted that no one company, no 

one brand can appeal to all the people all the time (Yankelovich, 1964). 

Thus, the study of consumer segments must certainly be among the areas of 

highest priority in marketing investigations of consumer behavior. 

This chapter first examines how the concept of segmentation came 

to be formulated in the economlc sphere, describes how marketing extended 

the concept, then presents a normative theory of segmentation. 

Second, the advantages and barriers to the implementation of seg-

mentation are discussed. The third section develops the strategies con-

nected with segmentation. 
10 
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The Philosophy of Segmentation 

Market segmentation is a concept and is not to be confused as a 

specific miarketing strategy. Rather, the concept is used to guide the 

marketer in strategy selection and development. 

Development of the Segmentation Concept 

As is true of many concepts in the business disciplines, economics 

was the first to develop a theory of segmentation (Chamberlin and Robinson, 

1933). The economic approach was designed to show how a discriminating 

monopolist selling a homogeneous product in a market characterized by a 

heterogeneous demand structure could maximize profits. Baumol (1965: 

p. 312) defined a discriminating monopoly as a "...firm which charges 

different prices to different customers for the same commodity." The 

theory is that profits can be maximized if segments are defined by con-

sumers' marginal responses to price; prices are then set such that the 

marginal profits in each segment are equal. 

The basic condition which must be met under a discriminating mono-

poly structure is that the sellers product must not be transferrable from 

segment to segment (Baumol, 1965). For example, personal services and 

utilities (gas, electricity) are seldom handed from customer to customer. 

Two other properties of the discriminating monopoly structure were ̂ lco 

given by Baumol (1965: p. 324): 

1. If he sets his price properly, the discriminating monopolist 
can always expect to earn as much as does the ordinary mono-
polist, 

2. The basic rule of profit maximization in discriminating 
monopoly is that marginal revenue must be the same in all 
markets to which the firm sells. 

For the first property stated above, when prices in each market are 

set independently, the discriminating monopolist still retains the option 
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of maintaining equal prices in two or more markets if it is profitable 

to do so. Not only does the discriminating monopolist have the same 

options as the monopolist, but he also has the ability to vary prices as 

demand changes in each of the markets served. 

If marginal revenue is not equal in all segments—the second 

property above—the firm can increase its profits simply by increasing 

output (sales) in the segment(s) with the higher marginal revenue, and 

at the same time decrease output in the lower marginal revenue markets. 

An optimum allocation of output is obtained, therefore, when the marginal 

revenues for each segment are equal. Since maximum profits are reached 

when marginal cost equals marginal revenue, the discriminating monopolisc 

can maximize profits by producing at the level where the marginal rev-

enues of each segment are equal and which, in tum are equal to the mar-

ginal costs. 

Even though the marginal revenues are equal for all segments, the 

prices are not necessarily equal. Marginal revenue can be expressed 

in terms of price and demand elasticity, where MR = P (1 - 1/e,). Denot-

ing the price and demand elasticities in two segments by P , P-, e , and 

e , and setting the marginal revenues equal, the following equation is 

obtained; 
P̂ d̂ - l/e^) = p^d - l/e^) 

where, by rearranging terms, we obtain 

P = 1 - 1/e, 

P^ 1-1/e, 

Consequently, if e is greater than e^, p will be greater than p . That 

is, price will be lowest in the market with the greatest demand elasticity. 

Essentially, the analysis just presented stated that a firm can maxi-
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mize its profit through segmentation of its markets. Prices were set 

according to the demand elasticities of each market and quantities were 

sold to each market as long as the marginal revenues were equal. If the 

marginal revenues were not the same, the firm simply sells only in the 

market(s) where marginal revenue was higher, thus receiving greater pro-

fits since total costs were not affected by the shifting of sales from one 

segment to another. 

The Marketing Extension 

As can be seen, the economic approach to segmentation stressed price 

as the means of differentiating markets. On the other hand, marketing 

recognized that the marketing mix can be employed to separate markets. 

However, it was many years after Chamberlin (1933) and J. Robinson (1933) 

developed the segmentation concept before it was adopted by marketers. 

The first formal statement of segmentation in a marketing context 

was made by Smith (1956: p. 5): 

Segmentation is based upon developments on the demand side 
of the market and represents a rational and n jre precise 
adjustment of product and marketing effort to consumer or 
user requirements. In the language of the economist, seg-
mentation is disaggrative in its effects and tends to bring 
about recognition of several demand schedules where only 
one was recognized before. 

This statement indicated that price was not the only means of differen-

tiating markets. The phrase "...adjustment of product and marketing ef-

fort ..." pointed out that far more than price was involved. Smith did 

believe that variables other than price could be used to approach various 

markets. 

A more recent description of segmentation in marketing was that of 

Kotler (1972: p. 166): 

Market segmentation is the subdividing of a market into homo-
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geneous subsets of customers, where any subset may conceivably 
be selected as a market target to be reached with a distinct mar-
keting mix. 

This definition put more emphasis on the use of the marketing mix to reach 

potential customers. In effect, marketers now perceived that any number 

of variables can be used to distinguish one company's product or brand 

from another. This orientation opens up a plethora of directions and 

techniques from which the marketer can select to define and reach his mar-

kets. 

Engel, Fioillo and Cayley (1972) stated that the marketing concep-

tualization of segmentation rests on three assxjmptions. The first was 

that consumers are different and that these differences are measurable; 

the second assumption was that differences in market dema,nd are related to 

differences among consumers; while the final assumption was that con-

sumers can be isolated into separate segments within the total market. 

The first two assumptions refer to the behavioral dimensions of the mar-

ket; the third pertains to the constraints faced when the firm attempts 

to reach its customers. 

Actually, the behavioral aspects of consumer purchasing can be ex-

amined from two points of view: (1) identification and description of 

differences in pattems of behavior, zz:± (2) identification and descrip-

tion of differences in causes of behavior. This study examined patterns— 

based on loyalty and purchase rate—with the idea of relating such pat-

terns to potential causal factors—consumer attitude stmctures with re-

gard to the perceived value of product attributes. No attempt was made to 

classify consumers according to communication and distribution constraints 

(e.g., magazine readership, geographic location, etc). 

Ever since Smith's (1956) comerstone statement about the use of 
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segmeotation as a marketing strategy, marketers have been faced with 

making decisions about the use of segmentation. Frank (1968b) identified 

several of these decisions as (1) determining the extent to which a seg-

mentation strategy should be pursued, and (2) on what base(s) should the 

market be segmented. Only after considering these decision areas should 

the firm use the segmentation concept in its development of marketing 

strategy. 

Currently, there is very little controversy regarding the use of 

segmentation, for most firms recognize the potential rewards of effective 

segmentation. There is, however, a great deal of discussion pertaining 

to the second decision which has to be made—that of selecting the proper 

base by which to segment. Bauer (1960) suggested perceived risk; Birdwell 

(1968) indicated that image congruence affects brand choice; Brody and 

Cunningham (1968) pointed out the value of personality; Cunningham and 

Crissy (1972) suggested the use of motivation; Evans (1959) and Gottlieb 

(1958) were among the first to use psychological bases; Haley (1961; 1968) 

suggested product benefits; Martineau (1958) identified social class; 

Twedt (1964a; 1964b) showed the value of purchase volume; Witt and Bruce 

(1970) related segments to group influence; and at the same time, Yanke-

lovich (1964) discarded most of the afoianentioned factors while suggesting 

several alternative variables—value, susceptibility to change, self-

confidence, etc. A more comprehensive examination of the wide range of 

altematives is undertaken in the next chapter. The point is that there 

is a multitude of potential classifications of market segments, no one 

way of which is applicable to all products and markets. 

Normative Theory of Segmentation 

Another controversial topic connected with segmentation is the idea 
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of individual vs. group behavior. That is, should it be concemed with 

individuals or with groups of people? As to be expected, there are many 

supporters for each point of view. Armstrong and Andress (1970); Assael 

(1970); Bass, Tigert and Lonsdale (1968); Claycamp and Massy (1968); 

Johnson (1971); and Peters (1970) all provide support for the group 

oreintation. Aaker (1971); Frank (1962; 1967a, 1967b, 1968a; 1968b); Fry 

(1971); Kuehn (1962; 1963); Nicosia (1966); Sheth (1967); and Westfall 

(1962) supply reasons for the individual approach. Obviously, the ques-

tion of individual vs. group behavior is not yet resolved in marketing. 

The primary difference between the two orientations lies not in the 

concept itself, but in the research approach. Engel, Kollat and Blackwell 

(1968); Howard and Sheth (1969); and Nicosia (1966) all view buyer be-

havior in a decision process context. The idea is to model individual 

behavior in order to gain an understanding of the factors which enter into 

consumer purchasing decisions. Inquiries of this mode do aid in the iden-

tification and selection of possible segmentation variables. It omits, 

though, the strategy development process needed to categorize people in 

viable segments. 

To use segmentation as a strategy development tool, the group orien-

tation must be taken. This is imperative because it is generally impos-

sible to market to each consumer with a distinct marketing mix. Thus, as 

Kotler (1972) believed, consumers must be grouped according to differences 

in product preferences or marketing susceptibilities. Even though such 

reasoning is intuitively obvious, confusion still exists conceming seg-

mentation. Bass, Tigert and Lonsdale (1968) attributed this confusion to 

a failure to recognize that segmentation is a management strategy and that 

its implementatlon involves an awareness of the characteristics and 
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behavior of groups, not individuals. 

Clayclamp and Massy (1968) have developed a theory of segmentation 

based upon groups. The theory presents a five-stage sequence to the de-

velopment of market segments. The first stage treated each individual con-

sumer as a segment, i.e., perfect discrimination among customers. How-

ever, because of institutional constraints (legal, environmental, avail-

ability of media, etc.) and informational constraints (knowledge of in-

dividual demand schedules, etc.) it is practically impossible to treat 

each individual as a distinct market segment. The second stage incorpor-

ated institutional constraints into the model, but still treated individual 

consumers as segments. Micro-segmentation was the term given the third 

stage in which the informational constraints were entered into the model. 

It is at this point that individuals were gathered into larger groups 

based upon the firm's ability to generate knowledge of consumer purchasing 

behavior and to match such knowledge against the information provided by 

the media, private research firms, govemment agencies, and so forth. Most 

of the outside data sources deal with groups, not individuals. Thus, 

the need to aggregate consumers into microsegments. The fourth stage in-

corporated microsegments into macrosegments—the point at which measurements 

of demand elasticities can be made. It is at this point that the bascs of 

segmentation were defined and segmental responses to marketing efforts 

were measured, Macrosegments were actually the "final" result of segmen-

tation, for the fifth stage simply grouped the macrosegments into a single 

"mass" market. 

This theory of segmentation implied the use of "build-up" analysis 

rather than "break-down" analysis when using segmentation as a marketing 

strategy. As a consequence, the development of markets is a process of 
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aggregation, not disaggregation. Clayclamp and Massy (1968) have presen-

ted a means of determining the strategies which maximize profits at each 

level of aggregation. Once this task is accomplished (not an easy one 

in itself), the firm can compare profits at each level of aggregation and 

then select its optimal segmentation strategy with respect to the amount 

of profit it generates. 

The group orientation to segmentation suggested by Bass, Tigert and 

Lonsdale (1968); Claycamp and Massy (1968); and Kotler (1972) does develop 

the methodological processes necessary to analyze and develop markets. 

Segmentation analysis through group behavior, though, makes the assumption 

that the segmentation variables are already known. The task was not to 

define the factors, but to use them to group consumers into distinct 

markets, each with its own identifying characteristics. It has been pre-

viously stated that the individual approach to segmentation can identify 

effective segmental variables. Accordingly, both the individual and 

group orientations are compatible, for it takes a combination of both to 

succeed in developing nsarkets effectively. 

Implementation of the Concept 

The concept of segmentation is accepted and understood by many firms, 

whether or not they actually practice it. But what demands does segmenta-

tion place on the marketer? What pitfalls lie in the path of application? 

The answers to these and other questions are examined in this portion 

of the chapter. 

Uses and Benefits 

As was stated earlier, many firms do recognize that some benefits 
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may accme when employing market segmentation. It is time now to look 

at these benefits such that the use of segmentation can be justified. 

The first and foremost positive result of segmentation has already 

been presented: more profit potential through market discrimination. 

J. Robinson (1933) used price as the differentiating factor used to sell 

a homogeneous product to a heterogeneous market. This concept was picked 

up by Smith (1956) and he suggested product and marketing efforts could 

also be used to discriminate among markets. The inferred result of using 

product and marketing efforts was again an increase in profits, or at 

least the profit potential increased. 

Engel, Fiorillo and Cayley (1972) pointed out several ways that the 

segmentation concept could be utilized: (1) as a competitive strategy, 

and (2) as a guide to market planning and analysis. Both of these uses 

have a common goal—greater profits. A great deal of overlap exists be-

tween the employment of segmentation as a competitive strategy and/or 

as a planning tool. Below is a list of benefits grouped according to the 

primary field of application—strategy or planning. 

Benefits from Using Segmentation as a Strategy Tool 

1. A more efficient allocation of marketing resources 
(Engel, Fiorillo and Cayley, 1972). 

2. A more precise setting of objectives as market targets are 
defined operationally (Engel, Fiorillo and Cayley, 1972). 

3. An ability to properly position product characteristics and 
appeals to selected segments (Frank, Massy and Wind, 1972). 

4. Finer adjustments of marketing effort through knowledge of 
segmental responses to promotion, price, distribution, 
and product strategies (Kotler, 1972). 

Benefits from Using Segmentation as a Planning Tool 

1. A more precise definition of markets in terms of cus-
tomer needs (Engel, Fiorillo and Cayley, 1972). 
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2. Strengthening of managements capabilities in meeting 
changing market demands (Engel, Fiorillo and Cayley 
(1972). 

3. A means of comparing competitive strengths and weaknesses 
against one's own strengths and weaknesses (Yankelovich, 
(1964). 

Of course, this list is not all-inclusive nor mutually exclusive. 

It is simply this writer's attempt to classify some of the more commonly 

accepted benefits from the utilization of the segmentation concept. For 

instance, by comparing one's own strengths against those of a competitor 

on a segment-by-segment basis, a more efficient allocation of resources 

can be accomplished by taking advantage of the company's strong points in 

the marketplace, i.e., a faster tum-around time in order processing can 

lead to a wider distribution than competitions. Also, if the firm does 

follow a segmentation strategy, a precise definition of markets can gen-

erate research hypotheses which can be used to plan media programs, new 

products, etc. 

Requirements for Effective Segmentation 

The potential advantages to be reaped from following a policy of 

segmentation are numerous, but to attain them the firm must segment its 

markets properly. Full management support is necessary if the firm is to 

succeed, for the application of the concept is far more difficult than 

meets the eye. 

The firm must be cognizant of several conditions which operationally 

define market segments if it expects to attain the goal of greater profits. 

Bamett (1969: p. 152) stated that the basic requirement is that segments 

"...exhibit homogeneous characteristics which permit identification, and 

eventually fulfillment, of a specific consumer want or need, thus resulting 
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in greater profit for the marketer than would otherwise be possible." 

Essentially, this means that consumer needs form the basic condition for 

the adoption of a segmentation policy. Without such needs there would be 

no reason to enter a market, no matter the degree of aggregation or dis-

aggregation. Once the consumer needs were identified correctly, then and 

only then can the marketer develop a segmenting approach toward satisfying 

those needs. 

Given that we can identify consumer needs, Kotler (1972) imposed the 

operational requirements of measurability, accessibility, and substantial-

ity. Frank (1968b) said variations in demand levels and sensitivity to mar-

keting efforts are additional criteria by which segments must be defined. 

Now, in addition to basic consumer needs, five more conditions are nec-

essary before segmentation can be implemented in a viable, effective man-

ner. 

The measurability requirement referred to the extent to which poten-

tial segments can be identified relative to one or more consumer charact-

eristics about which information is available or can be generated. Access-

ibility was concemed with institutional constraints such as media coverage, 

geographic location, etc. That is, once segments are identified, can they 

be reached? If segments exhibit diffeicucas in demand levels, then a pro-

gram can be tailored to reach the "heavy-half" of the market. If there 

were no differences in consumption rates, then marketers must make the 

fundamental decision of whether users or nonusers should be the primary 

market target. Sensitivity to marketing variables referred to consumer 

demand elasticities as affected by the marketing mix. That is, do seg-

ments respond more or less favorably to changes in price, point-of-

purchase displays, or other marketing tools used to stimulate purchasing 
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activity? The final condition was that of substantiality. Even if all 

of the previous requirements were met, was it profitable to employ a 

separate marketing mix for each segment? Claycamp and Massy (1968) also 

raised this question in their model of segmentation. Segments must be 

aggregated into profitable units or there is no reason to employ segmen-

tation. 

Obstacles to Practical Application 

The requirements discussed above imply that there can be many 

obstacles to successful segmentation. Perhaps the greatest single bar-

rier is that of defining relevant segments, for a definition is essential 

to meeting the conditions set forward. Bass, Tigert and Lonsdale (1968: 

p. 264) stated that "...there is probably no problem area of greater prac-

tical consequence than the question of how to define market segments." 

Frank and Green (1968) concurred with this idea, for they believe that 

the problem stems from a profusion of alternatives rather than a lack of 

possibilities. That is, there are so many methods and/or procedures for 

defining segments that the marketer can be bewildered with the magnitude 

of possibilities. For example, should segments be defined relative to 

individual vs. group behavior; are socio-economic variables sufficient; 

is family life-cycle a good predictor of purchasing behavior? These, and 

many more, have all been investigated at one time or another with incon-

clusive results (the next chapter discusses these problems in more de-

tail). Crane (1967); Engel, Kollat and Blackwell (1968); Ferber (1962); 

Frank (1968b); Frank and Green (1968); Frank, Massy and Wind (1972); 

Howard and Sheth (1969); Kotler (1971); Montgomery and Urban (1969); 

Nicosia (1966); Sheth (1967); and Yankelovich (1964) are just a few of 
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the people who have questioned the progress made in defining market 

segments effectively. So many variables have the potential for being 

used to define segments, but no one variable or combination will work for 

all markets in all product categories under differing purchase conditions. 

There is much progress that has yet to be made with respect to the oper-

ational obstacle of defining ma.rket segments. 

Even if segments were defined correctly, the other barriers still re-

main. Some of these are: 

1. Consumers do not always cooperate with efforts to use consumer 
characteristics as a basis for segmentation (Barnett, 1969). 

2. Measuring response elasticities to marketing variables on a 
segmental basis (Claycamp and Massy, 1968). 

3. Information constraints conceming the selectivity of 
marketing programs (Claycamp and Massy, 1968). 

4. Institutional constraints that limit access to segments 
with the desired selectivity (Claycamp and Massy, 1968). 

5. A lack of knowledge of either groups of people or of 
category construction with respect to grouping people 
(Crane, 1967). 

6. The dynamic character of products and people over time 
(Crane, 1967). 

7. A failure to specify the decisions to be made as a result 
of segmentation (Crane, 1967). 

8. A lack of testing for profitability on a segmental basis 
(Crane, 1967). 

As is obvious, there are many potential barriers to using the concept 

of segmentation. The problems are not in the concept itself, but in its 

practical employment. If these obstacles can be overcome, then segmen-

tation will not only be conceptual, it will become operational. 

Misusing the Concept 

Not only do barriers exist to the implementation of segmentation, but 
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there are also ways of misusing the concept. Claycamp and Massy (1968) 

suggested that many marketers equate the strategy of segmentation with the 

act of defining segments. This writer tends to agree with this viewpoint, 

for the literature is overwhelmingly slated toward defining segments on 

one basis or another; very little is concemed with the strategies to be 

employed under varying market conditions. If this confusion does indeed 

exist, it is the greatest misuse of the segmentation concept, for defining 

segments properly meets only one of the criteria for effective segmentation. 

Adler (1964) described several other misapplications of segmentation: 

pursing the wrong segment, oversegmentation, and overconcentration. It 

is obvious that marketing to the wrong segment is a very inefficient ap-

proach, but the conditions under which this could occur may not be so 

apparent. For instance, a less dominant firm could be selling a product 

that is identical to the product of the leader firm in the industry. If 

they are selling to the same segment, the smaller firm is not going to be 

able to compete very effectively because of more limited resources. Thus, 

the smaller firm should redefine its market target and aim for a segment 

which is not being satisfied by the dominant firm. This approach can 

lead to a better profit picture if the company can market its products in 

an effective manner and if the new segmcnt meets the criteria for &c6uifca-

tation. 

Oversegmentation is the result of pursuing too many separate segments 

with too many marketing programs. This can result in a reduction of pro-

fits because of cost increases. If a company is oversegmenting, it needs 

to aggregate its segments until the marketing program and the markets match 

more closely. Profits can then increase through a more efficient utiliza-

tion of resources. Take, for example, the bar soap manufacturers. There 
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are soaps designed for cosmetic purposes, deodorants, lather, and so forth, 

Many of these soaps can be and are used by both men and women, and yet 

the marketing efforts appear to be directed at only one sex. If this is 

tme, the manufacturers could increase their profits by appealing to both 

sexes with the same bar of soap, for many marketing costs would be reduced. 

By aiming at one market and ignoring all other profitable segments, 

the firm is practicing overconcentration. This approach can leave the 

firm very vulnerable to changes in market demand, Such changes can and do 

occur rapidly, as the Ford organization found with its Edsel and as the 

mix of compact vs. standard car sales currently indicates. As Levitt 

(1960) indicated, overconcentration is a "myopic" approach to marketing, 

for being too dependent upon one product or market is dangerous. Growth 

and prosperity will come from product and market development, not depend-

ence on current consumer needs. 

Developing Segmentation Strategies 

The strategies of segmentation can be broken down into two general 

categories: (1) the conceptual view of the market structure, and (2) 

the method of directing marketing efforts. The view of the structure of 

markets refers to the manner in which the structure is defined. Do we 

define the market in terms of consumer characteristics or in terms of 

product attributes? The direction of efforts can be undifferentiated, 

differentiated, or concentrated. A schematic representation of the six 

possible combinations of strategies is shown below: 

Directing Market Structure 
Marketing Efforts Consumer Product 

Undifferentiated 

Differentiated 

Concentrated 
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The diagram is not intended to represent six mutually exclusive strageies, 

but only that several aspects of segmentation must be considered before a 

strategy or combination of strategies is selected. 

Viewing Market Structures 

Looking at the market structure from the consumer view means that 

marketers examine differences among people who make up markets. This 

orientation to segmentation involves the use of consumer characteristics 

to describe the market. Frank, Massy and Wind (1972) used general and 

situation-specific characteristics to describe this approach. The general 

class of descriptors included demographics, socioeconomic factors, per-

sonality traits, and life styles as market determinants. Situation-

specific descriptors were such factors as consumption patterns, buying 

situations, brand loyalty, attitudes, and perceptions. These bases of 

segmentation are covered more fully in Chapter III of this report. 

Bamett (1969) developed the concept of product segmentation in 

which the market structure is composed of differences in products or 

brands, not people or consumer characteristics. Bamett's reasoning was 

that people choose brands according to their perceptions of those brands; 

that brand images may differ widely frcm one anûther, but each brand image 

remains stable over time; thus each brand has its own special slot in 

the marketplace and the combination of brands makes up the market structure 

Reynolds (1965; 1969) laid the groundwork for the product segmenta-

tion concept when he suggested a variety policy regarding markets. The 

variety orientation assumed that people switch brands frequently and 

that they tend to be attracted to new products and brands. Consequently, 

the company should follow a multi-brand policy and market a variety of 
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brands, with the result that when people do switch, they stay within the 

firm's product line. 

Bamett (1969) added that the product segmentation approach be 

accomplished relative to consumers perceptions of existing brands and 

that new brands should be designed to fit into a special niche in the 

market. Thus, a planning dimension was added to Reynolds' (1969: p. 138) 

"hope" that consumers would stay within the firm's product line. Another 

difference between Reynolds and Bamett was that Barnett suggested tailor-

ing brands to meet the needs of selected segments while Reynolds believed 

that the marketer should make his products as widely appealing as possible. 

There is merit to both product and variety segmentation. The choice 

of which to use would be dependent upon the product class and consumer 

needs. In any case, the generic term of product segmentation can be 

viewed as encompassing the relatively minor differences between either of 

the two orientations. 

The variables contained in the consumer view of market structure 

definition—general and situation-specific—are the more typical bases 

used to define market segments rather than the product segmentation ap-

proach. However, it cannot be assumed that there is no interaction be-

tween the consumer and product views of market structures. For instance, 

if attitudes and perceptions are used as the segmenting factors, then 

both situation-specific (consumer) and brand positioning (product) would 

be used in developing marketing strategues. The difference is not in the 

application of a strategy, only in their conceptual natures. 

Directing Marketing Efforts 

Kotler (1972) identified three methods of directing marketing efforts 
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toward the marketplace: undifferentiated, differentiated, and concen-

trated. All three are essentially the same except that differing degrees 

of aggregation of consumers were employed. Undifferentiated marketing was 

sometimes termed product differentiation (Smith, 1965). It amounted to 

using one program to market one product to the mass market. Under this 

effort all consumers were viewed as being homogeneous (recognizing only 

one demand schedule) and heavy reliance was placed upon the firm's pro-

motional efforts to instill product distinctions in the minds of con-

sumers. 

Differentiated marketing referred to the use of separate programs to 

reach each potential segment. In this case, the company would have a 

more proportional blend of its efforts than under a mass market approach. 

The firm would, in effect, recognize separate demand schedules for each 

segment in the marketplace. Consumer needs would be better satisfied, but 

the costs to the firm would also rise. Offsetting the cost increase was 

the fact that profit potentials also rise because of segmentation (see 

the discussion earlier in this chapter). 

The last method of directing efforts was that of concentration. With 

this approach, the firm markets to one or only a few of the potential 

segments. The idea was to fully develcp one segment such that the firm 

would be the dominant one in that segment. Of course, there are attendant 

risks: changes in demand can occur; competition may erode the firm's 

market share through more aggressive tactics; costs of supply and produc-

tion may increase prices more than the market is willing to bear. Only 

an astute management can follow a policy of concentration over a long 

period of time unless the segment aimed at happens to be the largest 

single segment and the firm is the dominant firm. 
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Strategy Selection 

Once the alternative segmentation strategies are identified the 

marketer must evaluate them and select the best available to him. This 

selection must be based on a logical analysis of the company's current 

position. Kotrba (1966) suggested several characteristics to examine 

when evaluation takes place: company resources, product homogeneity, 

market homogeneity, competition, and stage in the product life cycle. 

Using these criteria, the possible ways of directing marketing efforts 

and the manner of defining market stmctures, this writer has developed 

the following classification scheme which can aid the strategy selection 

process. 

The point must be made that the placement of particular strategy 

in any cell of the matrix does not exclude the use of other strategies 

in the same situation described by the cell in question. The placement 

is only intended to reveal the primary area of application rather than an 

exclusive one-of-a-kind decision. 

Characteristic 

Company Resources: 
Limited 

Unlimited 

Nature of Product: 
Homogeneous 

Heterogeneous 

Direction of Efforts 

Undifferent iated 
Concentrated 

Differentiated 

Undifferentiated 

Differentiated 
Concentrated 

Market Structure 

Product 

Consumer 

Product 

Consumer 

Nature of Market: 
Homogeneous 

Heterogeneous 

Undifferentiated 

Differentiated 
Concentrated 

Product 

Consumer 
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Competition; 
• Few 

Many 

Product Life Cycle: 
Introduction 

Growth 

Maturity 

Saturation 

Decline 

Undifferentiated 

Differentiated 
Concentrated 

Undifferentiated 

Undifferentiated 
Differentiated 

Differentiated 

Differentiated 
Concentrated 

Undifferentiated 
Concentrated 

Consumer 

Product 

Consumer 

Consumer 
Product 

Consumer 
Product 

Product 

Product 
Consumer 

At this point, a brief explanation of this selection procedure is 

warranted. Take the characteristic of company resources: if they are 

limited, then the firm probably cannot afford to market to all possible 

segments and must choose either an undifferentiated or concentrated ap-

proach. It should also evaluate the market structure relative to the 

products being offered, for it can then position its brand in the unique 

niche which appeals to a selected segment. Or, the firm has the possi-

bility of developing a mass appeal position for its brand (if this is 

possible) and can market to the entire range of consumers. Similarly, 

if the product is in the growth stage of its life cycle, the firm has 

the option of following an undifferentiated or differentiated approach 

and may define the market structure with regard to either consumer of 

product attributes. 

Growth Through Segmentation 

No matter which segmentation strategy is selected, the firm must still 
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make sure that the market being sold to meets the criteria for effective 

segmentation. Also, the strategy must be consistent with the growth 

strategies outlined by Ansoff (1957): market penetratidn, market develop-

ment, product development, and diversification. 

Penetration was concemed with increasing the rate of usage or devel-

oping a greater variety of uses among current consumers of the product 

class. Such a strategy can be used to effectively stimulate sales, and is 

often used in the maturity and saturation stages of the product life cycle. 

For example, the manufacturer of sealing wax can also develop candle 

making kits in order to stimulate consumers to encourage a greater variety 

of applications. 

Market development referred to finding new users or new geographic 

areas within which profitable sales can result. To accomplish this goal, 

the firm can institute product modifications that would make the product 

appealing to nonusers, or it may decide upon an export policy. The changes 

made in the basic product under this strategy are not complete revisions 

of the product line. They are simply minor changes that do not alter the 

product. 

Product development related to product alterations that significantly 

change the product or is concemed with the development of totally nev 

products that can supplement, complement, or replace existing brands. 

This is one of the more costly growth strategies since product research is 

a very time consuming and expensive process. Not only are the costs of 

development high, but the expense of marketing a new product is sometimes 

prohibitively high. However, the rewards of product development are 

greater than penetration or market development. 

The final growth strategy was diversification. It means that the 
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firm engages in an entirely new business. Diversification is commonly 

used to acquire expertise in an industry that has a promising future. 

This strategy can also reduce the risks of business by spreading out the 

effects of changes in market demand. For example, cigarette manufactur-

ers are entering into new fields in order to reduce the impact of consumer 

demand and legislation upon their main product line. 

To give an example of consistency between the growth and segmentation 

strategies, assume the firm decided to expand through market penetration. 

To accomplish this goal, a differentiated or concentrated effort was 

needed. That is, in order to increase usage rates or varieties of use, the 

firm must stimulate current users through specialized appeals or distri-

bution channels. Consequently, an undifferentiated approach would be 

ineffective since it makes no specialized appeal or uses a selective 

channel. A market penetration objective would also require the use of the 

product orientation toward market structures, because the firm would have 

to examine product attributes and uses in order to discover how consumers 

view the product. Once this was accomplished, the firm can then positiôn 

it in a manner that will appeal to current users, 

From the above discussion, it would appear that growth strategies 

are well served by segmentation strategies, in which case the undirier-

entiated approach would be the poorest choice for the firm. As a matter 

of fact, an undifferentiated effort is not a segmentation strategy at all, 

for it only recognizes that a mass market exists, not that there are dif-

ferences in demand structures among consumers. Consequently, differen-

tiated and concentrated efforts are the pure segmentation strategies that 

can lead to growth. 
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Summary 

Segmentation analysis is closely entwined with consumer behavior, 

for segmentation is the process used to market goods and services based 

upon pattems of behavior and characteristics of people. Such an ap-

proach can lead to greater profit and other benefits. 

Marketers have extended the original concept of discrimination among 

markets as developed in the field of microeconomics. That is, not only 

can price be used, we now recognized that other marketing variables such 

as product quality and distribution channels can be used to discriminate 

among customers. Segmentation must be an aggregative process, for it is 

nearly impossible to market to the individual because of the institu-

tional and informational constraints, 

The potential benefits of segmentation are many, but they cannot be 

achieved unless the criteria for effective segmentation are met, Meeting 

these conditions does pose a problem to the marketer, for there are many 

obstacles to overcome before segmentation can become a viable policy. 

Also, the marketer must be wary of misusing the concept, for such misap-

plication can have disasterous results. 

Implementing segmentation as a policy involves a careful consider-

ation of the company's position in the market and a close examinatloi.i of 

the firm's overall objectives. Once a segmentation strategy is select-

ed, it must contribute to the firm's growth objectives and should be 

consistent with growth strategies, 

Application of the concept of segmentation is easier said than done, 

However, if accomplished correctly, the firm will find itself in a stronger 

market position. Implementation, then, is the key to successful marketing 

through segmentation efforts. 



CHAPTER III 

SEGMENTATION THROUGH PURCHASE RATES, PERCEIVED VALUE, 

AND BRAND PREFERENCE 

As stated at the close of Chapter II, implementation appeared to be 

the key to segmentation. The concept of segmentation is of no practical 

consequence if marketers cannot make use of it. If markets did not meet 

the criteria for effective segmentation, then markets must be redefined 

such that the conditions were met. 

This chapter did not consider all of the conditions for effective 

segmentation, for the primary intent was to examine the empirical work 

associated with purchase frequency, brand preference, and perceived 

value of product attributes as segmentation variables. Before examining 

these factors, a look was taken at some other possible bases for seg-

menting markets. Then each of the study variables was examined with re-

gard to its relationship to the other study variables. 

Segmentation Variables 

Once the decision is made to follow a policy of segmentation, the 

marketer must explore the base(s) to be used in differentiating customers 

As Kotler (1972) indicated, the base finally selected must be the most 

consequential relative to choosing or marketing to segments. This sec-

tion explores many of the more commonly used bases, concentrating on 

34 
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those- variables which concem differences among people who make up mar-

kets rather than on differences among products that comprise markets. 

Classification of Segmental Factors 

Lessig and Tollefoson (1972) assumed that relationships do exist 

between a consumer's personal characteristics and his purchase decisions, 

and that those people with simllar decision processes will exhibit simil-

arity in buying behavior. These two inferences form the foundation for 

selecting segmental factors. That is, segmentation analysis seeks to 

describe the relationship between consumers' personal characteristics 

and purchasing behavior, and then to predict results based upon such 

knowledge. 

A model was proposed by Lessig and Tollefoson (1972) to describe 

the association between personal characteristics and buying behavior. 

The model began with the relationship of behavioral characteristics and 

personal characteristics, where: 
• « • • • 

b^ = f̂  (x^, x^, ..., x^,ms) 
1 n i Z n 

in which b"! = a buying behavior characteristic of consumer j , i = 

1,2,...n. 

« 

x = consumer j's personal characteristics, given an exposure 
^ to market stimuli. 

ms = market stimuli (e.g., advertising). 

Essentially, the model stated that a consumer's buying characteristics 

were a function of his personal characteristics and his exposure to 

marketing efforts. The model was not operational, for it only represented 

the theoretical influence of personal characteristics and market stimuli 

on behavior. 

To make it an operational model, more exact relationships need to be 



36 

incorporated. The b. referred to only one behavioral characteristic for 

one consumer, and since there waa a need to aggregate from individuals to 

groups, the model took the form: 

B = (b̂ , b^, ..., hh 
2 L z m 

\' ^h' ̂2' ••• V 
where B. and B represent the set of behavioral characteristics for 

consumers j and k. If j and k had similar sets of behavioral character-

istics, and if exposed to the same ms, B.o-̂ B, . Letting PC. and PC, re-
J k ^ j k 

present j and k's classification sets of personal characteristics, then 

Market Segment = [(Br'B ̂ /^(PCr'PC )]] . 

3 k j 

Market segment identification, then, consisted of matching the behavioral 

and personal characteristic sets of consumers. The model above only re-

presented two consumers, but can easily be expanded, such that: 

Market Segment = [(Bo'B/̂  B, .. .)n (PC?'PC/^PC^ ...)1 

j k l j k l " ^ 

The process of identifying behavioral and personal characteristic 

sets meant that the factors of segmentation need to be completely spec-

ified. Frank, Massy and Wind (1972) have identified two approaches when 

identifying market segments: the behavioral- and decision- oriented 

schools of thought. The behavioralists primary interest lied in the doc-

umentation of differences among consumers to obtain insights into pur-

chase decisions. On the other hand, decision theorists focused on how 

such differences can lead to more efficient marketing. This study 

employed the latter approach. That is how can the firm employ segmenta-

tion to use its marketing resources more efficiently? This can be ac-

complished through identification of consumer attitude structures to 

determdLne their impact on brand preference and levels of purchasing 
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activity. 

To identify the factors which can be used as segmentation variables, 

Frank, Massy and Wind (1972) developed a classification scheme which 

takes into account the behavioral and personal characteristic sets of 

consumers. The diagram below uses this as the framework, but also drew 

upon Kotler (1972): 

Customer Characteristics 
General 

Socio-economic 

Psychographic 

Situation-Specific 

Consumption Pattems 

Product-Space 

Marketing Factor Response 

Brand Loyalty 

The general class of consumer characteristics corresponded to the 

personal characteristics of Lessig and Tollefoson (1972); the situation-

specific factors were equivalent to the behavioral response sets of the 

same model. 

The socio-economic factors include such items as age, sex, family 

life cycle, social class, and so forth. Personality and life style traits 

are examples of psychographic factors. Together, socio-economic and psy-

chographic variables make up the general class of consumer characteris-

tics. This classification was composed of consumer descriptions rather 

than behavioral pattems. Selected empirical work conceming the use of 

the general class of descriptors is examined in the following sections 

of this chapter. 

The situation-specific factors contain the variables used to identify 

pattems of behavior. These factors are directly related to product and 

buying situations, and can therefore change as products and purchasing 
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situations change. Possibly the single greatest asset of situation-

specific factors was that they may serve as either dependent or indepen-

dent variables in segmentation models (Frank, Massy and Wind, 1972). The 

situation-specific variables are also discussed in more depth shortly, 

for the thrust of this study was to examine selected factors in this 

classification. 

General Gonsumer Characteristics 

Friend and Kravis (1957) and Martineau (1958) were among the first 

to study the association between socio-economic variables and consumption, 

They did find pattems of behavior linked to some variables, but the 

factors were not able to predict behavior. 

Since these two pioneering studies, others have been reported con-

ceming the ability of socio-economic variables to predict buyer behav-

ior. Friend and Jones (1960); Roponen (1960); Ferber (1962); Garfinkle 

(1963); and Hildegaard and Kruger (1964) all found little association be-

tween socio-economic characteristics and household purchasing behavior. 

These studies were concemed with general purchasing behavior, not spec-

ific pattems. 

Frs"k and Boyd (1965) did investigate a pattem of behavior: the 

proportion of purchases a household devoted to private brands and the 

association with socio-economic characteristics. Not surprisingly, they 

found differentiation between private and manufacturer brands with re-

spect to socio-economic variables. Despite these results, Wilson (1966); 

Frank (1967b); Frank, Massy and Boyd (1967); Frank 1968b); and more re-

cently, Burger and Schott (1972) all continued the search for a relation-

ship between purchasing behavior and socio-economic variables. 
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One point needs to be made: these previous studies concentrated on 

individual behavior. None of them, with the exception of Martineau 

(1958), attempted to relate socio-economic characteristic sets with pur-

chasing behavior patterns. And, it will be remembered, segmentation is 

an aggregative process which incorporates personal characteristic sets 

and pattems of behavior of groups. 

Bass, Tigert and Lonsdale (1968) did investigate the ability of 

socio-economic variables to differentiate among the mean purchase rates 

of groups of people. They argued that previous interpretations of the 

2 
explained variance were wrong. That is, a low R implies that the vari-

ance within segments is great, not that differences in mean consumption 

rates weren't significant. For example, the probability that a household 

with five or more children will buy three or more bottles of catsup in a 

month was found to be more than three times as great as the probability 

for a household without children. Stated in mean purchase rates, the 

first segment just described purchased from 2.73 to 5.89 bottles per 

month; the range for the second segment was .74 to 1.82 bottles per month. 

As can be seen, the variance within a segment can be large, but the mean 

purchase rates were significantly different. As a consequence, Bass, 

et. al., concluded that socio-economic characteristics could differentiate 

between patterns of group purchasing behavior. 

Other researchers such as Peters (1970); Cunningham and Crissy 

(1972); Lessig and Tollefoson (1972); and Greeno, Sommers and Kernan 

(1973) also found that an association did exist between socio-economic 

characteristics and pattems of group behavior. That is, socio-economic 

variables were able to distinguish among people such that market seg-

ments could be identified. 
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Although no definitive conclusions can yet be made, it would appear 

that socio-economic characteristics can be used to measure differences in 

group behavior, even though they are poor predictors of individual be-

havior. One conclusion, though, can be reached: more research is needed 

to examine the relationship of personal characteristics and patterns of 

group behavior. 

Ever since Gottlieb (1958) argued that personality variables were an 

important segmental device, marketers have been trying to pinpoint the 

association of psychographic factors with consumer behavior. Just as in 

the case of socio-economic characteristics, considerable controversy was 

encountered in the use of psychographics. 

Martineau (1958) found personality differences between social class, 

but Evans (1959; 1968) found that personality variables could not dis-

criminate among automobile owners. Kopenen (1960); Tucker and Painter 

(1961); Westfall (1962); Hildegaard and Kruger (1964); Massy, Frank and 

Lodahl (1968); Rich and Jain (1968); and Carmen (1970) all found little 

association between psychographic characteristics and individual purchas-

ing behavior. 

On the other hand, Pessemier, Burger and Tigert (1967) and Brody and 

Cunningham (1968) found that adding psychographic variables to socio-

economic characteristics did increase the explained variance, but not to 

high levels. Fry (1971); Sparks and Tucker (1971); Alpert (1972); and 

Greeno, Sommers and Keman (1973) revealed evidence supporting the use of 

psychographics as bases for segmentatiori. These last few studies were 

concemed with the relations among sets of personality characteristics 

and behavioral pattems, thus lending support to the group orientation to 

segmentation. 
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Just as in the case of socio-econojnic variables, we must conclude that 

no definitive statements can be made concerning the ability of psycho-

graphic factors to identify market segments. In retrospect, it would ap-

pear that the general class of consumer characteristics—socio-economic 

and psychographic—has yet to fulfill the expectations of marketers. The 

findings were contradictory when comparing individual vs. group behavior, 

and are not yet resolved. This study did not attmept to relate behavior 

to the general class of consumer characteristics. 

Situation-Specific Consumer Characteristics 

The situation-specific class of segmental bases is composed of 

consumption patterns, product-space factors, responses to marketing ef-

forts, and brand preference. The rationale behind situation-specific 

characteristics, as developed by Frank, Massy and Wind (1972), was that 

consumer purchase patterns are the result of several interrelated vari-

ables such as perceptions, attitudes, the number of brands available in 

the market, etc. Consumer decisions were moderated in such a way that 

the actual purchase was a result of such factors and that comraon situa-

tional pattems lead to similar purchasing patterns. This section deals 

with the situation-specific factors which were not under investigatn'on in 

this study. Those characteristics are examined later in this chapter. 

That is, purchase frequency, attitudes toward product attributes, and 

brand loyalty as segmental descriptors are each covered in separate sec-

tions. Because of this interrelated nature of these factors, a great 

deal of overlap exists. 

The first of the situation-specific variables examined is that of 

consumption pattems. These can be broken down into purchase rate and 
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purchase volume. Since the rate question was considered later, only vol-

iimp is dealt with here, 

The object in using volume segmentation is to be able to identify the 

heavy, medium, or light users of a product and then to tailor marketing 

programs for each group, Twedt (1964a; 1964b) popularized this approach 

by pointing out that one-half of the users of a product account for nearly 

80 percent of total sales volume, In both studies, Twedt found that socio-

economic variables failed to account for differences in consumption vol-

ume. Also, heavy usage was found to be independent of product categories. 

Other studies by Frank and Boyd (1965); Frank and Massy (1965); 

Mbrrison (1966a); Carmen (1966); Massy, Frank and Lodahl (1968); and Burger 

and Schott (1972) also found that heavy and light users could not be dis-

tinguished from each other with respect to socio-economic characteristics, 

Aaker (1972) did find that higher volume users were more difficult to win 

over in a deal than the average volume user, These results indicated 

that the "heavy-half" of the market—in terms of volume usage—cannot be 

readily identified, Of course, frequency of purchase has not been in-

cluded yet, so it is possible that this aspect of consumption may be able 

to differentiate consumer markets, 

Product-space variables were the second group of factors in the class-

ification scheme of situation-specific consumer characteristics. This 

approach to defining market segments includes buyer perceptions, preferences, 

attitudes, and so forth, with regard to the benefits offered by product 

categories and brands within such categories. 

Haley (1961; 1968) was an early contributor to product-space segmen-

tation when he suggested benefit segmentation, which is characterized by 

examining the total configuration of benefits sought by each potential 
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segment and by the relative importance attached to each attribute. 

Myers and Alpert (1968) extended this orientation through the investiga-

tion of determinant attitudes, where such attitudes were those most 

closely related to preference and the purchase decision process. 

Evidence has been presented by Sandell (1968) that choice behavior 

was partly a function of attitudes toward the brands under consideration. 

Other studies by G. Day (1969); Jacoby (1971); and Jacoby and Kyner (1973) 

also found that brand choice had an attitudinal dimension. It would ap-

pear that attitude structures could be used to segment markets. 

In order to use product-space variables as segmental descriptors, 

Kotler (1971) believed that we must know what the buyer's frame of ref-

erence is for the product class in question, how buyers perceive the 

brands being offered, and what product attributes are important in the de-

cision process. This study incorporated these aspects of product-space 

segmentation. Nine product attributes were measured with respect to the 

value importance placed on them by consumers. These attitudinal dimen-

sions were then tested for their ability to differentiate between high 

and low frequency buyers and between loyal and nonloyal consumers. 

The third class of situation-specific segmentation involved con-

sumer response to marketing efforts. TT̂ e idea was to divide the market 

into groups, each of which responded differently to various marketing sti-

muli. Thus, it would be possible to tailor marketing efforts to the re-

sponse functions of each segment in the market. For example, if one seg-

ment was more responsive to magazine advertising than other segments, the 

magazines reaching the selected segment could become the main thrust of 

the communications mix for the segment. This approach would make mar-

keting efforts more efficient, thus improving the competitive posture of 

the firm. 
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Allison and Uhl (1964) reported that product differences in the 

minds of consumers arose primarily because of their receptiveness to 

marketing efforts rather than physical product differences. The product 

class under consideration was beer, a rather homogeneous class of brands 

in terms of physical characteristics. Although this study did not seek 

to establish segments based on response differentials, it none the less 

points out that marketing efforts can and do have an effect on cognitive 

attitude structures, thus providing a sufficient reason to investigate 

responses to marketing efforts as a basis for market segmentation. 

Twedt (1964b) and Frank and Massy (1965) both examined response 

differences among heavy and light users of products. Twedt found that 

heavy users were not price buyers; that is, they paid as much, if not 

more, than light users within a given product class. On the other hand, 

Frank and Massy found some difference in long-run sensitivity to changes 

in price and feature advertising, but the differences were not statistic-

ally significant. 

Aaker (1972) attempted to measure the effects of a promotional deal 

on new users of a product. His findings were consistent with those of 

Twedt and Frank and Massy in that the higher volume user appeared to be 

more difficult to win over with a promotional deal. In addition, the 

influence of the deal and its size on brand acceptance was small. 

Other studies by Massy and Frank (1965) and Webster (1965) found 

little association between socio-economic variables and response dif-

ferentials. Anderson, Taylor and Holloway (1966), however, did find that 

the number of choices among competing brands did influence the consumer's 

decision process, but also found that as the number of choices became 

greater, the sensitivity to changes in brands was reduced. Vavra (1972) 
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and Winter (1973) attempted to determine the effects of advertising ex-

posure on perceptions of brands. Vavra found that those who had favor-

able impressions of a brand tended to judge the brand even more positive-

ly, but that "disbelievers" actually decreased their brand ratings. 

Winter came to a similar conclusion: advertising exposure does alter 

the perceptions of consumers who are unfamiliar with a brand, but had 

only a minor effect on people who were familiar with a brand. 

Marketing response differentials did not appear to be good segmen-

tation devices, except in the case of attitude and attitude change toward 

brands in any given product category. And even in this category, mar-

keters seem to have a problem changing unfavorable perceptions into more 

positive attitudes through the use of marketing tools and techniques. 

Brand preference was the final situation-specific factor. This 

classification was primarily concemed with the brand loyal buyer, al-

though the brand switcher was also considered a potential segment. That 

is, most research efforts have concentrated on identifying the loyal 

buyer segment and its association with environmental and marketing factors 

rather than why does the brand switcher change brands. 

H. Churchill (1942) was among the first to use household panels 

to measure i:epeat purchasing behavior, the functional result of loyalcy. 

Guest (1944; 1955) measured brand preferences for several product cate-

goriás over a long time period. He concluded that brand loyalty does 

exist as a market phenomena. Other pioneering efforts by Brown (1952-53) 

and R. Cunningham (1956a; 1956b) reported that the degree of brand loyal-

ty varies over product categories and households. Later studies by 

Tucker (1964); McConnell (1968a); Massy, Frank and Lodahl (1968); and 

Sheth (1968) also revealed that brand loyalty is "real." Thus, we must 
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conclude that consumers do exhibit nonrandomness in their purchasing be-

havior. 

The basic idea behind investigating brand loyalty is to be able to 

tailor efforts to specific markets to increase marketing efficiency. Con-

ceptually, the use of brand loyalty has general acceptance among market-

ers, but on an operational basis several problems have emerged over the 

years: defining brand loyalty in a consistent manner and identifying the 

brand loyal consiomer as a market segment. 

To this date, no single definition of loyalty has gained universal 

acceptance in marketing. For this study, brand loyal consumers were those 

which indicated that they purchased the same brand over their last two 

purchase occasions. This definition has two components: (1) it incor-

porated a sequential purchase sequence, and (2) the sequence was a two-

stage process. The sequential sequence was consistent with the defini-

tions used by H. Churchill (1942); Brown (1952-53); Tucker (1964); Engel, 

Fiorillo and Cayley (1972); and Weber and Hansen (1972). The two-stage 

period described a transition matrix which was indicative of aggregate 

behavior and provides the foundation for a first-order Markov process. 

This model was preferred by Lipstein (1959), one of the first to use Markov 

process ^^ describe brand loyalty. Since then, others have tested first-

order Markov models with regard to describing aggregate behavior. Styan 

and Smith (1964) and Morrison, Massey and Silverman (1971) found that 

such models incorporating the transition matrix did produce good descrip-

tions of aggregate behavior, although they tend to fall down with regard 

to describing individual behavior. However, since this study concemed 

itself with aggregate behavior, the two stage purchase period was incor-

porated into the definition of brand loyalty. Also, the definition of 
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brand loyalty in this study was behaviorly oriented rather than dealing 

with the cognitive dimensions as suggested by Jacoby and Kyner (1973). 

The operational requirement of identifying the brand loyal consumer 

has yet to meet with much success. The problem appears to be one of 

determining why consumers become loyal to a brand. For example, Kuehn 

(1962) suggested frequency and regularity of purchase; Sandell (1968) 

indicated that attitudes can contribute to loyalty; Sheth and Venkateson 

(1968) investigated risk-aversion; Farley (1964b) put forward product 

importance; McConnell (1968a) reported on perceived quality; Kotler 

(1971) reasoned on behalf of habit, maximization of value to price, and 

brand availability. Obviously, the question of why brand loyalty exists 

is not yet agreed upon. This study attempted to relate purchase fre-

quency and perceived value of product attributes to brand loyalty to per-

haps "explain" if such variables can differentiate between the loyal and 

nonloyal buyer. A more detailed review of the empirical results of brand 

loyalty is covered in a later section of this chapter; that section fo-

cused on loyalty as a segmental descriptor. 

The situation-specific class of segmentation variables—consumption 

pattems, product-space, marketing factor response, and brand loyalty— 

were somewhat better as predictors of buyer behavior than the general 

class of variables—socio-economic and psychographic characteristics. 

Even so, situation-specific factors have yet to reach the potential en-

visioned by marketers, for attitudinal (product-space) and in some in-

stances loyalty were the only variables for which the results were gener-

ally favorable. Thus, we must conclude that much work still needs to be 

undertaken with respect to developing segmentation criteria. 
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Segmenting Markets Through Purchase Rates 

Purchase frequency is a situation-specific variable, and as such, 

can be considered an independent or dependent variable for segmentation 

purposes. This portion of the chapter examines the relationship of pur-

chase frequency to both the general and situation-specific classes of 

segmental descriptors. Particular emphasis is placed upon the associa-

tion of purchase rates to loyalty and perceived value, the other vari-

ables under investigation in this study. 

Frequency and General Consumer Characteristics 

There are actually very few studies reported that were concemed 

with identifying the "heavy-half" by means of socio-economic or psycho-

graphic variables. This apparent "gap" may be explained because of the 

lack of success in relating general consumer characteristics to specific 

market segments. 

Since the volume usage aspect of consumption patterns has already 

been covered earlier, just the purchase rate component was examined here. 

Marketers have felt that if the high purchase rate buyer can be spotted, 

it would be possible to direct appeals directly to them. Friend and 

Jones (1969) were among the first to investigate the association between 

frequency of purchase and brand preferences. They found little differ-

ence between consumers with high and low purchasing rates. Other studies 

by Frank, Massy and Boyd (1967); Ehrenberg and Goodhardt (1970); and Bass 

and Talarzyk (1972) also found few, if any, differences among consumer 

brand preferences and purchase rates. However, these studies were 

concemed with individual behavior, not pattems of group behavior, so 

it may be possible that purchase frequency is a descriptor of group 

pattems. 
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One study, that of Bass, Tigert, and Lonsdale (1968), did discover 

differences in mean purchase rates of groups of people. Those consumers 

with differing purchase rates could be identified through the use of 

socio-economic variables. Other studies by Peters (1970), Cunningham and 

Crissy (1972); Lessig and Tollefoson (1972); and Greeno, Summers and 

Keman (1973) also were able to differentiate the purchase rate market on 

the basis of socio-economic variables, 

As in the earlier review of general consumer characteristics, the 

verdict is still out with regard to their ability to differentiate the 

high rate buyer from the low rate buyer. When used alone, frequency of 

purchase has not been a good segmental descriptor, nor have socio-economic 

variables been able to consistently distinguish between consumers with 

high or low purchase rates. 

Frequency and Situation-Specific Factors 

Again, as with the general class of consumer characteristics, there 

were few studies reporting on the ability of purchase rates coupled with 

other situation-specific variables to delineate market segments. Most of 

the literature was concemed with the voliime aspect of consumption pat-

tems, Those that have been presented were primarily concemed with brand 

loyalty, while a few dealt with consumer responses to marketing efforts. 

As a result, this section concentrated on these aspects of purchase fre-

quency as a segmental descriptor. 

Kuehn (1958; 1962) studied the effects of time and heavy purchasing 

on brand loyalty. He found empirical support that purchase frequency was 

related to brand loyalty. The more often and more regular a brand was , 

bought, the more loyal the buyer became. Farley (1964b), however. 

B T r r u f r'̂ r>«^^ 
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contradicted the conclusions of Kuehn. He found that where purchase rates 

were high and where dollar expenditures per buyer were high, there was a 

lesser degree of loyalty than in other product classes. A study by Twedt 

(1964b) supported Farley, for he found that the heavy buyer tended to be 

less loyal than the light buyer. The heavy buyer bought more often and 

bougjit a wider range of brands within a product class. 

Frank and Boyd (1965) investigated the association between private 

brand buyers and brand loyalty. They concluded that the higher rate 

buyer was more prone to private brands. Further studies by Frank (1967a; 

1968b) found that average demand levels could not differentiate between 

loyal and nonloyal buyers. Similar results were reported by Massy, Frank 

and Lodahl (1968); Bass and Talarzyk (1972); and Burger and Schott (1972). 

However, studies by McConnell (1968a) and Sheth and Venkatesan (1968) 

concluded that time trends (i.e., regularity in purchasing) increase the 

degree of loyalty. The latter study found that over time loyalty because 

information seeking and prepurchase deliberation on the part of consumers 

declined over time, thus resulting in repetitive purchasing behavior. 

Swan (1969) also found that information seeking declines as consumers 

leamed to choose brands. 

Based upon the above review, it is obvious that the findings relaúive 

to associating frequency of purchase with brand loyalty were rather contra-

dictory. On the one hand, several studies support the relationship, while 

others do not. Before one can reach even a tentative conclusion, further 

research is warranted. Consequently, this study attempted to determine 

if purchase frequency is dependent or independent of brand loyalty, or 

vice versa. 

Studies by Twedt (1964b); Frank and Massy (1965); and Aaker (1972) 
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examined the association of purchasing pattems to marketing efforts. 

Twedt found that heavy users were not price conscious, for they paid as 

much, if not more, than light users. Frank and Massy did find some dif-

ferences in long-run sensitivity to price changes and advertising between 

high and low rate buyers, but the differences were not significant, Aaker 

discovered that the high volume user was more difficult to win over with a 

promotional deal, 

Here again there was a dearth of literature, probably because of the 

cost of setting up an experiment to measure consumer reactions to market-

ing efforts. Those studies that have been done may not have been repor-

ted because of the proprietary nature of the findings. Because this study 

was not an experiment, no attempt was made to measure reactions to market-

ing efforts on behalf of consumers with differing purchase rates. 

Segmenting Markets Through Attitudes Toward Product Attributes 

There were a number of studies using attitudes as a means of seg-

menting markets, but very few of them appear (at least to this writer) 

to cover the same aspects of attitude formation, influence and structure 

as they affect buyer behavior. Because of this discrepancy, not all 

studies cGaceming attitudes have beeiA ̂ ^cjnined. This discussion focused 

instead on the usefulness of attitudinal dimensions to identify market 

segments, 

Attitudes as Predictors of Product Preference 

Most of the studies dealing with attitudes toward product attributes 

were concemed with situation-specific rather than general consumer char-

acteristics, Instead of relating socio-economic and personality vari-
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ables to attitude stmctures, most attempted to relate attitudes to situa-

tion-specific variables such as brand loyalty, responses to marketing ef-

forts, etc. For this reason, the general relationship of attitudes to 

product preferences are covered in this section, while specific associa-

tions are examined later. 

Kuehn and Day (1962) were among the first to suggest that marketers 

view consumer preferences for a product as being normally distributed 

along some key product dimension, i.e., the amount of "chocolatyness" in 

a cake mix. If preferences were heterogeneous, then some people would 

prefer more or less of the attribute in question. A consequence of this 

suggestion was that marketers began to examine attitude stmctures as 

they pertained to brand development and usage. 

Allison and Uhl (1964) continued this line of thought and found 

that consumer attitudes toward product attributes accounted for the dif-

ferences in strong and weak markets. Farley (1964b) discovered that 

consumer perceptions of product importance with respect to the time and 

money spent contributed to brand preferences. Similarly, Achenbaum (1966); 

Axelrod (1968); and G. Day (1970a) reported that brand attitudes could 

successfully predict individual choice behavior. 

Fry (1967) found that the greater tht perceived similarity between 

national and private brands, the greater the preference for the private 

label. Thus, it would appear that attitude structures did contribute 

to product preferences. McConnell (1968a) reported that perceptions of 

product quality were strongly related to preferences, and Wind and 

Frank (1969) supported this. 

Other studies by Palda (1966) and Assael and Day (1968) found that 

brand attitudes were good predictors of aggregate behavior and that 
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attitude change preceded behavioral change. Sandell (1968) supported 

the above conclusions, for he found that choice behavior was a function 

of attitude and the choice situation. 

More recently, the cognitive aspect of attitude has been investi-

gated, where the cognitive component refers to how a person perceives 

and evaluates objects. Studies by Bass and Talarzyk (1969); Hansen 

(1969); and Howard and Sheth (1969) have shown that the cognitive ele-

ment of attitude was a good predictor of individual behavior. Other 

studies by Lehmann (1971a; 1971b); Bass, Pessemier and Lehmann (1972); 

Bass and Talarzyk (1972); Ginter (1972); and Winter (1972; 1973) have 

shown that beliefs and values for product attributes did substantially 

explain brand preferences, and ultimately, purchasing behavior. 

It appears that attitudes toward product attributes can be used to 

predict product and brand preferences. Because of this, this study in-

corporated attitudes toward product attributes in an effort to distin-

guish between loyal and nonloyal consumers and between the "heavy-half" 

and "light-half" markets with respect to purchase frequency. 

Attitudes as Segmental Descriptors 

This section concentrated on the empirical results of studies in 

which attitudes were used to differentiate between market segments. 

Because attitudes have been incorporated into this study to distinguish 

the loyal from the nonloyal buyer and between the "heavy-half" and the 

"light-half" markets, results conceming these segments are contained in 

other sections of this chapter, Consequently, this is a more limited 

review since there was a lack of literature conceming the association 

of attitudes toward product attributes with the general and situation-
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speclfic classes of segmental descriptors. 

In terms of traditional socio-economic factors, Wyckham (1967) 

found that consumers in different social classes had different images of 

departmental stores. This result was similar to that of Martineau (1958), 

for differences in outlooks could explain the fact that stores were viewed 

differently by social classes. Anderson and Scott (1970) also analyzed 

the relationship between store image and social class. They reported that 

different stores had different images, but that the images did not differ 

across socio-economic groups. This was inconsistent with the results re-

ported by Wyckham, but may be accounted for by the fact that Anderson and 

Scott examined supermarkets instead of department stores. That is, super-

markets may be "classless" while department stores may not, and Martineau 

did wam that some products (and perhaps stores) could be classless. 

Wind and Frank (1969) did find that households and product classes 

were related to product preferences and perceptions. Wells and Tigert 

(1971) also found differences in socio-economic factors and attitudes. 

They examined users and nonusers of eye makeup and reported that users 

were younger, better educated, and more likely to be employed outside 

the home. However, Webster and Pechmann (1970) could find no differences 

in types of shoppers with regard to attiti^des toward ground vs, instaitt 

coffee, Again there was an inconsistency, but it must be remembered that 

attitudes were a situation-specific factor and that they change over 

products and time, Thus, the different results were probably due to dif-

fering circumstances rather than differences among consumers, 

Myers (1967) studied the relationship between attitudes toward 

private labels and personality traits. The results suggested that women 

who were enthusiastic, sensitive and submissive were more prone to pur-
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chase private brands. Sheth and Venkatesan (1968) and Swan (1969) 

studied attitudes toward brands on behalf of high-and low-risk groups of 

consumers. They found that both groups reduced their information-seeking 

as brand usage increased and as attitudes toward brands became favorable. 

In addition 'to the association between attitudes and socio-economic 

variables, Wells and Tigert (1971) also examined the relationship be-

tween psychographic factors and attitudes. They found that users of eye 

makeup were more fashion conscious, cosmopolitan and future oriented than 

nonusers. 

It appears that attitudes can be used to differentiate market 

segments based on both socio-economic and psychographic variables, i.e., 

the general class of consumer characteristics. We may conclude then, 

that attitudes (or product-space factors) can serve as effective segmen-

tal descriptors. 

The other class of segmentation bases—situation-specific consumer 

characteristics—has already been shown to be more effective than the 

general class as far as being able to distinguish between potential mar-

ket segments. The association between attitudes and purchase frequency 

has been presented and the relationship between attitudes and brand loyalty 

is presentpd in the following section. Since consumption pattems aiiJ 

brand preferences were covered in these other sections of this chapter, 

it was only necessary to examine the association of product-space vari-

ables with marketing factor responses at this point. 

Allison and Uhl (1964) were among the few to report results per-

taining to the relationship of attitudes toward brands and marketing ef-

forts. They found that consumer attitudes toward brands of beer were 

highly influential in rating brands for taste and quality. These at-
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titudes, moreover, were related to the marketing efforts of the brands. 

However, Burger and Schott (1972) found little association between at-

titudes toward advertising and brand preferences. The results of Winter 

(1973) are supportive of the Burger and Schott study, for he found that 

advertising exposure could alter brand perceptions of those not familiar 

with a brand, but had little effect on those who were already knowledge-

able of the brands. Consequently, we may say that the totality of market-

ing efforts is perhaps responsible for brand attitudes rather than such 

attitudes being a result of a single effort, i.e., advertising. 

All-in-all, product-space variables dealing with attitudes toward 

product appear to be effective segmental descriptors when coupled with 

either the general or situation-specific classes of consumer character-

istics. Since the situation-specific factors were subject to change over 

both time and products, the results of this study can only apply to gaso-

line marketing at a single point in time. Thus, even if attitudes toward 

products can be used to segment markets, we must work under the knowledge 

that such attitudes can change, thereby forcing us to monitor the market 

on a periodic basis rather than relying upon results for a long period 

of time. 

Segmenting Markets Through Brand Loyalty 

Loyalty as a base for market segmentation is not a new concept in 

marketing, for it has long been a goal to determine if loyal buyers dif-

fer from non-loyal buyers, and if so, programs could be designed to ap-

peal to either or both groups, Such efforts would then be more efficient 

than a single shotgun approach to the potential user of a good or service. 

This portion of the chapter contains a brief review of the empirical re-
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sults of studies in which brand loyalty was a segmentation variable. 

Loyalty and General Consumer Characteristics 

The general class of consumer characteristics was composed of socio-

economic and personality factors, neither of which were good predictors 

of behavior except under certain conditions. However, the relationship 

between brand loyalty and general consumer characteristics was not in-

cluded in the earlier survey of results. 

Farley (1963) specifically attempted to relate various socio-economic 

factors—household income and size—to brand loyalty. The results were 

similar to other studies investigating the ability of socio-economic 

variables and household brand loyalty. Tucker (1964) did find that women 

vary greatly in susceptibility to brand loyalty, but did not specifically 

analyze the socio-economic implications of the development of loyalty. 

Frank and Boyd (1965) studied the association between socio-economic 

variables and the proportion of purchases devoted to private brands. Al-

though this was not a brand loyalty study, the incidence of purchasing 

private vs. national brands can be interpreted as revealing loyalty to a 

type of brand. Again, however, results did not meet expectations: no 

differences were found between buyers o£ private and national brands bcised 

on socio-economic characteristics. Some small differences were found, 

though they weren't statistically significant: private brand prone cus-

tomers tended to have large families, more education, and a greater num-

ber of automobiles. J. G. Myers (1967) studied the same hypotheses of 

Frank and Boyd (1965) and discovered only one additional difference: 

nonworking wives were more prone to purchase private brands. 

Other investigations by Frank (1967a; 1968b) Frank, Douglas, and 
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PoHi (1968); and Massy, Frank and Lodahl (1968) had similar results to 

previous studies. That is, there was a small degree of association be-

tween brand loyalty and socio-economic variables, but the high brand 

loyal household's profile did not differ significantly from the low brand 

loyal household. 

Carmen (1970) presented evidence contrary to previous work. He 

found that the most important predictor of brand loyalty was store loyal-

ty and that personal characteristics of consumers would explain differ-

ences in store loyalty. At the same time, Carmen found that those personal 

characteristics associated with brand loyalty differed between products. 

Chance and French (1972) looked at brand loyalty in terms of brand 

switching behavior and its relationship to socioeconomic characteristics. 

Their results supported those found by Carmen (1970). For example, low 

income households switched at a greater rate than higih income households 

when they were aware of price differences, and the greatest propensity to 

switch was found to be at either extreme of income and education. 

Just as in the previous survey of the relationship between socio-

economic variables and buying behavior, there would seem to be very little 

association between brand loyalty and socio-economic characteristics, 

except ur.dcr certain circumstances. Thus, no definitive conclusions can 

be made at this point. 

Psychographic characteristics were the second category of variables 

under the umbrella of general consumer traits. Although many studies have 

been reported attempting to relate psychographic factors to aspects of 

purchasing behavior, only a relative handful have empirically investigated 

the association between brand loyalty and personality-type variables. 

Hildegaard and Kruger (1964) reported the results of a study de-
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signed to measure the effects of both socio-economic and personality 

factors on brand loyalty, They found virtually no relationship, Frank 

(1967a) came to the same conclusions when he also combined personality 

with socio-economic variables. Massy, Frank and Lodahl (1968) discovered 

that the high brand loyal consumer did not differ from the low brand 

loyal consumer with respect to personality factors. What differences 

were found were due to socio-economic, not personality variables. 

Brody and Cunningham (1968) did find some significant differences 

between degrees of loyalty and personality. They concluded that the 

greater the loyalty, the greater the differences in personality, such 

that personality factors were better discriminators between very loyal 

consumers and less or non-loyal consumers. However, this was true only 

for high-risk products. Sheth and Venkatesan (1968) also studied the 

relation between perceived risk and brand loyalty. Over time, they 

found that information seeking and prepurchase deliberation declined and 

that brand loyalty increased for both high- and low-risk groups. 

Frank, Massy and Lodahl (1969) found a low degree of association 

between loyalty and personality, In addition, when coupled with socio-

economic variables, personality had a low incremental contribution to-

ward predicting brand loyalty, The findings were consistent with prc 

vious efforts, As stated earlier, Carmen (1970) did find a significant 

relationship between consumer personal characteristics and store loyalty, 

but also found that measurements from general personality batteries did 

not appear to be good predictors of loyalty, 

The evidence presented leads to the conclusions that psychographic 

factors cannot be used to distinguish loyalty segments. Psychographics 

may, however, be able to distinguish among perceived risk segments, but 



60 

the benefits to be gained may be rather small, for it may be easier to 

use product or market factors to determine the inherent risk when pur-

chasing and using products, 

In summary, socio-economic and psychographic factors do not, at 

this time, differentiate the brand loyal consumer from the non-loyal con-

sumer, There is hope, however, for the general class of consumer char-

acteristics does appear to be able to distinguish segments based on store 

loyalty and/or brand switching behavior. Of course, more work is urgent-

ly needed before a conclusion is reached one way or another, 

Loyalty and Situation-specific Factors 

It will be recalled that consumption pattems, product space attri-

butes, and marketing factor responses were components of the situation-

specific class of possible segmentation variables, Further, such 

characteristics appeared to be better than the general class of variables 

when used to predict purchasing behavior although much work still needs 

to be done before a final conclusion can be reached, Also, as in the 

immediately preceding section, brand loyalty and its relationship with 

situation-specific factors was not considered in the earlier review, 

The first factor examined here is that of consumption level, ŵ-i.''b 

may be viewed in frequency or volume terms, R, Cunningham (1956a) found 

only a weak association between brand loyalty and quantity purchased 

by a household. Kuehn (1958; 1962), however, contradicted this finding 

when he reported that brand loyalty was in part a function of the fre-

quency and regularity with which a brand had been purchased in the past. 

Partly because of these differences, other researchers tumed to 

investigating this phenomenon. Farley (1963) found no relation between 
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loyalty and the quantity purchased, Shortly thereafter, Farley (1964b) 

reported that brand loyalty was weakest among products where the number 

of purchases and dollar expenditures per buyer were high. The strongest 

degree of loyalty was found to be in markets where brands were widely 

distributed and where the leading brand had a sizeable share of market. 

Thus, on the one hand, Farley did find little or no association between 

quantity purchased and brand loyalty, but on the other hand, did find 

that quantity can differentiate between degrees of loyalty, This appears 

at least to this writer, to be somewhat contradictory results. 

Since then, Twedt (1964b) reported that heavy volume users tended 

to be less, rather than more brand loyal. Not only did the heavy buyer 

purchase more, they bought more often and bought more different brands. 

This supported the findings of the second Farley (1964b) study above, 

Frank and Boyd (1965) in their study of brand loyalty to private 

brands, found little or no association between loyalty and the total 

amount of a product purchased by a household over a yearly time period, 

However, the higher rate consumer tended to be more private-brand prone. 

Again, there seems to be a contradiction between studies. Further re-

ports by Frank (1967a; 1968b) indicated that brand loyal consumers do 

not differ from non-loyal consumers wi.rh respect to average demand levels. 

Similar results concerning the relationship of brand loyalty and brand 

preference to usage rates were reported by Massy, Frank and Lodahl (1968); 

Bass and Talarzyk (1972); and Burger and Schott (1972). 

The earlier studies by Brown (1952-53) and R. Cunningham (1956a) 

indicated that consumers were loyal to several brands, both in the same 

product class and across product lines. This aspect of consumption, 

inter-product or inter-brand loyalty, has largely been neglected in the 
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literature, for there have been few attempts to measure such loyalty. 

Telser (1962) did so and found differences over products in brand cross 

elasticities and product elasticities. Farley (1964b) reported that 

consumers were loyal to a number of brands for different users or uses in 

a household. Fry (1967) found that for a variety of product categories 

a general preference for family brands was existant, Wind and Frank 

(1969) reported only a small percentage of variation from household to 

household in brand loyalty in one product category was associated with 

the variation in brand loyalty in another category. Neauhaus and Taylor 

(1972) in their study of family brand loyalty, found that different pro-

duct groups had differing degrees of loyalty, 

The findings with respect to brand loyalty and consumption patterns 

appear to contradict one another, except that loyalty seems to vary from 

household to household and from one product class to another. As a con-

sequence, about the only conclusion that can be reached was that loyalty 

is dependent on several factors and that situation-specific factors other 

than consumption level may hold the key to predicting and describing brand 

loyalty. 

Product-space factors—preferences, intentions, attitudes, etc.— 

were the second group of situation-specific segmentation variablesr l̂̂ at 

is, product-space factors are concemed with consumer perceptions of 

product attributes. Peckham (1963) revealed that brand loyalty was in 

part a function of the type of product. This was wholly consistent with 

other studies concerning similar relationships. Farley (1964b) also 

supported this position, for he found that the time and money spent on a 

product can cause variations in brand loyalty. McConnell (1968a) re-

ported that the consumer's perception of brand quality relative to other 
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brands also had a strong relationship to brand loyalty, while Wind and 

Frank (1969) found that preferences and perceptions were related to both 

the household and the product class. The above review implied that brand 

loyalty was related to product-space factors, but that such factors can 

and will probably change as the product under question changes. 

In the study conducted by Allison and Uhl (1964) they found that 

beer drinker's loyalty to their brand increased when they knew what brand 

they were drinking. Consequently, perceptions and attitudes toward brands 

appear to be able to distinguish loyalty segments for some products. Fry 

(1967) discovered that the degree of preference for family brands varied 

directly with the simllarity of the competitive brand set. That is, the 

greater the perceived similarity between private and national brands, the 

greater the preference for the private brand. Although this did not re-

late directly to loyalty, an inference can be made that certain brands 

can increase their degree of loyalty if they can communicate to consumers 

that the product attributes are identical to leading brands. 

Ito (1967) provided evidence that brand loyalty was related to at-

titudes, for he found that attitudes toward certain automobile attributes 

did enable one to classify loyal buyers and potential switchers to com-

petitive models. Sandell (1968) and ^zzs and Talarzyk (1969) supporLed 

Ito, for they also found attitudes were good predictors of preference and 

loyalty. G. Day (1969) studied the relationship of initial buyer atti-

tudes toward brands and discovered that such measurements improve the 

explained variation in brand loyalty. 

Another attitude study by Burger and Schott (1972) attempted to 

describe private brand buyers using a model which had an attitude com-

ponent. The attitude that the current brand is best was found to be 
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significant. That is, consumers who felt their current brand was best 

among competing brands tended to be loyal to both private and national 

brands. Cohen and Houston (1972) undertook a similar study, although 

not dealing with private brands, and discovered that loyal buyers per-

ceived a considerable difference in attitudes toward brand attributes in 

their brand versus other brands. 

We must conclude that attitudes toward brands are an effective pre-

dictor, and perhaps determinants for brand loyal consumers. Consequently, 

the product-space factors deserve further investigation, for we must re-

member that attitudes may change and that they will be different for dif-

ferent product groups. For this reason, attitudes toward prpduct attri-

butes were incorporated in this study. 

The third group of situation-specific factors was that of response 

to marketing efforts or structures. Ever since Brown (1952-1953) discov-

ered that consumers tend to retain brand preferences under changing com-

petitive conditions, marketers have been interested in segmenting on the 

basis of response differentials. However, it was only recently that many 

studies have been reported in this area, for much of the early segmentation 

literature was concemed with general consumer characteristics. 

Telser (1962) was among the first to study product elasticities ?.nd 

marketing efforts. He did find that products varied in elasticities and 

that price activity was more important than price level with regard to 

brand loyalty. Allison and Uhl (1964) discovered that product distinc-

tions in the minds of consumers arouse primarily because of marketing ef-

forts rather than real product differences. Thus, marketing efforts can 

affect consumer preferences for products and brands. 

Farley (1964b) supported Telser (1962); price activity was more im-
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portant than level, for less loyal buyers were found to be in the more 

price active markets. However, Frank and Massy (1965) and Massy and 

Frank (1965) reported that they could not distinguish among degrees of 

loyalty on the basis of price activity and dealing. Fray (1967) found 

that preference for family brands varied directly with the price level of 

the brand in question. Aaker (1972) found the influence of a deal on 

brand acceptance was small. At the same time, Burger and Schott (1972); 

Chance and French (1972); and Neuhaus and Taylor (1972) found that price 

levels and activities were significantly related to brand preferences. 

The result was that a great deal of uncertainty abounds as far as relating 

brand loyalty to pricing efforts on behalf of marketers, for findings were 

contradictory. 

New products provide a foundation for corporate growth, but few 

studies have been conducted relating adoption rates to loyalty. Frank, 

Massy and Morrison (1964) found that brand loyal consumers were more re-

sistant to new products than less loyal consumers, but the difference was 

slight. Aaker (1972) also found differences in loyalty group responses 

to new products, Those buyers with a higher degree of brand loyalty were 

more difficult to induce a trial, but once they did were more likely to 

accept a new brand. For new products thô job of marketing appears tu 

be getting loyal consumers to try a new brand if it is to be successful, 

for once a trial occurs, the propensity to change brands increases, 

Farley (1964b) also discovered that market structure variables can 

account for loyalty, for the number of brands available, the aggregate 

distribution of brands, and the market share of the leading brand could 

predict loyalty. Greater brand loyalty was found in widely distributed 

markets where the leading brand had a large share of market. Store 
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loyalty can, however, account for much of the degree of loyalty found in 

markets described by Farley. Carmen (1970) did find that store loyalty 

was the greatest single contributor to brand loyalty. The results were 

not conclusive enough, though, to rule out distribution as contributing to 

loyalty, 

Other marketing effort studies were keyed to promotional responses 

of loyalty segments. Frank and Massy (1965) and Massy and Frank (1965) 

found no difference between loyal and nonloyal buyers with respect to 

their response to retail advertising and dealing activities. Frank 

(1967a) concluded that promotional sensitivity was not a differentiating 

variable among loyalty segments. Aaker (1972) supported the above results, 

for he reported that the influence of a deal on brand loyalty was small. 

Burger and Schott (1972) also supported this position. They discovered 

that attitudes toward advertising were not an important factor with re-

gard to brand loyalty. However, Winter (1973) found that ad exposure can 

alter brand perceptions of those unfamiliar with a brand, but had little 

effect on those already familiar. It appears that promotional efforts 

in themselves have little effect on loyalty, other than being able to es-

tablish an image of a brand in the minds of buyers who were not knowledge-

able conceming the brand. We can cov/^lnâe that such promotional effcrts 

were only effective on those with little knowledge of brands available 

and had a dubious effect on those loyal to the brand in question or loyal 

to another brand. 

The best that can be said about marketing response variables as a 

basis of loyalty identification is that results were mixed. In some cir-

cumstances, perhaps price activity or promotional efforts can cause brand 

loyalty, but certainly not under all conditions. More research needs to 
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be undertaken before definitive statements can be made. 

Summary 

One of the first steps toward applying the concept of segmenta-

tion is to specify the variables used to define markets. These variables 

may be descriptive of either or both the consumer's personal characteris-

tics and buying patterns. General consumer characteristics correspond to 

the personal set and are composed of socio-economic and psychographic 

factors. Situation-specific factors—consumption pattems, product-space, 

marketing factor responses, and brand loyalty—are the equivalent of 

behavioral pattems. 

Defining the variables in the general class of consumer characteris-

tics poses no problems. The problem is using these variables to relate 

them to pattems of behavior. To date, little success has been achieved. 

In general, this class of variables has failed to meet expectations of 

being good, useful segmental descriptors. 

On the other hand, the situation-specific class of consumer charact-

eristics has been somewhat more useful to marketers as segmental descrip-

tors, Consumption patterns—both frequency and volume of usage—have 

generally not been able to differentiate markets effectively. Product-

space factors, especially attitudes toward product attributes, have been 

able to be employed as segmental descriptors, Although marketing efforts 

can influence consumers, little has been accomplished with regard to 

using response differentials by consumers as segmentation variables, The 

results of studies dealing with brand loyalty were disheartening, That 

is, the brand loyal consumer cannot be readily identified except through 

product-space factors. Therefore, it would appear that attitudes toward 



68 

product attributes may be the best basis for identifying potential mar-

ket segments. 

Because this review of the empirical evidence of efforts at identi-

fying market segments has revealed that product-space factors hold the 

best promise, this study attempted to use attitudes toward product at-

tributes in an effort to identify the "heavy-half" and the brand loyal 

market. If these potentially high repeat purchasing segments can be is-

olated, then marketing efforts can be tailored to their individual needs. 



CHAPTER IV 

METHODOLOGY OF THE STUDY 

To date, little has been achieved relative to successfully imple-

menting the concept of market segmentation, The problem does not appear 

to be the concept itself, but in being able to differentiate markets on 

the basis of some applicable criteria, Thus, the need to develop valid 

segmentation variables is evident. 

The purpose of this chapter is to present the approach used in this 

study to identify potential segmentation variables. First, the informa-

tion needed is examined relative to the objectives of the study. Second, 

the data collection methodology is presented. The final section of this 

chapter presents the hypotheses under investigation and the technique 

used to test them. 

Information Needs 

The nature of the information needed for a study is determined by 

the objectives under investigation and by the hypotheses to be empir?-

cally tested, This section, consequently, is concemed with the purpose 

of the study, the objectives to be met, and the specification of data 

needed to complete the study, 

Nature and purpose of the Study 

Before any scientific investigation can be properly conducted, there 
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5t..be a fully stated purpose which serves as a guide, Such a statement 

of purpose then determines the nature of the investigation. 

The general topic area under consideration in this study is the con-

cept of market segmentation, where emphasis is placed on the examination 

of selected criteria as to their ability to distinguish differences in 

people making up the market for gasoline, The specific criteria are pur-

chase frequency, the value importance placed on product attributes, and 

brand preferences. 

Market segmentation is a core concept in marketing: it is a major 

policy decision to be made by marketing and corporate management. If a 

decision is made to pursue such a strategy, Frank (1968b) stated that 

there were two crucial factors to examine: (1) the extent of segmentation 

efforts and (2) the base(s) of segmentation if such a strategy is followed. 

As previously stated in Chapter II, the viability of market segmen-

taion is not being questioned, for it appears that the concept is growing 

in importance. Engel, Fiorillo, and Cayley (1972) believed that the 

vitality of consumerism, intensified competition, and an increasing vari-

ety of nonbusiness applications are factors conducive to increasing the 

significance of segmentation in the future. Consequently, market segmen-

tation should be implemented to some degree, There is no pat answer as to 

the extent of such efforts for the nature of the product and market, de-

gree of competition, financial capability, and top management's philoso-

phy of business will all affect the degree of segmentation efforts. 

The second factor mentioned above—segmentation bases—is the one 

investigated in this study. The review of results with respect to the 

bases of segmental efforts in Chapter III revealed a very significant 
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gap in the marketer's ability to identify relevant criteria to differ-

entiate markets. Because of this disparity between concept and imple-

mentation, this study was designed to empirically test the ability of 

selected factors to differentiate consumer markets for gasoline. 

Given that this study is to generate information which is testable, 

it must be classified as applied descriptive research. It is applied 

research, for no new analysis techniques are introduced, but rather use 

is made of existing knowledge to aid in the solution of a problem (Green 

and Tull, 1970). The problem, of course, is to identify relevant seg-

mentation criteria. 

Descriptive research, according to Green and Tull (1970) is often 

involved with the degree of association between two or more variables and 

is further distinguished by a precise formulation of research objectives. 

Accordingly, this study is descriptive in nature, for the relationships 

between the study variables are to be tested for significance. Also, the 

specific objectives are fully specified. These objectives are found both 

in Chapter I and the following section of this chapter. 

Selection of Objectives and Variables 

The objectives of this study are repeated here primarily for the 

reader's convenience, for this procedure enables one to relate the method-

ology to the objectives without having to tum back to Chapter I. 

As previously stated, the basic goal of this study is to investi-

gate potential market segment descriptors of the consumer market for 

gasoline. The factors under consideration are purchase rates, value 

importance of selected variables such as price, and brand preference as 

evidenced by a statement of past purchases. The specific objectives 
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leading from the basic goal of describing potential segments are as fol-

lows: 

1. To determine if differences exist among consumers with re-
gard to their purchase rates and their perceptions of the 
value importance placed on product attributes. 

2. To determine if differences exist between consumers 
revealing a brand preference (loyal) and those without 
a preference (nonloyal) with respect to their purchase 
frequencies. 

3. To determine if differences exist between consumers 
having a brand preference and those without such a pre-
ference with respect to the value importance placed on 
product attributes. 

All three objectives are stated in terms of differences between 

potential segments, for statistical tests can be applied to measure the 

significance of differences. Also, if differences are found, then the 

factors being examined may be used as descriptors for market segments. 

If no differences are found, then the validity of the potential des-

criptors must be questioned, i.e., with no differences, then we have no 

distinguishable segments. 

As stated in Chapter III, Lessig and Tollefoson (1972) developed a 

conceptual model which can be employed to aid in the process of identify-

ing market segments. The model consisted of two basic parts: the behav-

ioral and personal characteristic sets of consumers. Since this study is 

decision-oriented, it incorporates an analysis of the behavioral sets of 

consumers, for differences in such sets can lead to more efficient mar-

keting. That is, the basic orientation in this study is to investigate 

selected segmentation criteria in order to determine if differences among 

criteria can lead to better decision-making on behalf of marketers. 

The criteria under consideration—purchase rates, value importance, 

and brand preference—are situation-specific factors, and thus correspond 
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to the behavioral sets of consumers. Situation-specific variables, as 

the reader may recall, have generally been better indicators of consumer 

purchasing activity than the general class of characteristics. Therefore, 

the factors being studied here would have a greater bearing on decision-

making than socio-economic or psychographic variables. 

The first variable studied—purchase frequency—is indicative of 

the consumption pattem of consumers. In the case of gasoline, purchase 

frequency would reflect both usage rates and volume of use, for driving 

habits and automobile type would determine how often the consumer bought 

gasoline. Also, when several units of a product (gallons of gasoline) 

are commonly purchased at one time, working in terms of purchase occasions 

(frequency) facilitates the analysis. 

Another reason for including purchase rate is that previous studies 

dealing with this factor have revealed little or no association with 

regard to socio-economic variables. However, few of these studies cited 

in Chapter III related purchase frequencies with other situtation-specific 

variables and those which did had conflicting results. As a result, this 

study tests for differences in purchase rates with respect to attitude 

structures conceming the value importance attached to product attributes 

and brand preferences as indicated by purchases. The first two objectives 

of this study, then, attempt to fill in this "gap" in the literature. 

The second variable selected for inclusion is the value importance 

consumers attach to product attributes such as price, operator service, 

and so forth, Again, this is a situation-specific factor dealing with the 

consumer's product-space set, According to Kotler (1972) the main task of 

any marketing model is to explain brand preference, and one way of accom-

plishing this is to use consumer attitudes toward brand attributes. 
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Haley (1968) also believed that the importance attached to product 

benefits and attributes can be used to effectively segment markets. Also, 

marketers have not been disappointed with the ability of product-space 

variables to explain brand preferences, for the earlier review of the lit-

erature (Chapter III) revealed that such variables are generally good 

predictors of behavior. Thus, there are definitive reasons for the in-

clusion of consumer perceptions of the value importance attached to pro-

duct attributes. Objectives 1 and 3 listed above are concerned with 

value importance as it relates to both purchase rate and brand preference. 

The specific value importance variables examined are operator ser-

vice, stamps and premiumis, quality of products, credit availability, ad-

vertising, self-service feature, location, cleanliness, and price. The 

factors were selected on an a priori basis and all have one thing in com-

mon: they are product attributes which are controllable on behalf of the 

gasoline marketer. The control aspect lends further support to the mana-

gerial orientation this study has relative to identifying market segments. 

Brand preference is the third situation-specific variable included 

in the study. As defined earlier, brand preference in this study refers 

to reported purchases by the consumer; from which brand loyalty was de-

fined as the two-stage sequential purcbpsí^ of the same brand. Thus, two 

preference categories are examined; the brand loyal consumer and the non-

loyal consumer. 

Because of the contradictory findings relative to the association of 

loyalty and consumption levels, this study combines loyalty groups with 

purchase rates to determine if there are significant differences. The 

second objective is concerned with this facet of the study. Loyalty 

groups are also tested for differences in perceptions of value importance 
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attached to product attributes, for past research in this field has shown 

a positive relationship, but one that changes as products and attitudes 

change. The third objective of this study covers this aspect of identify-

ing viable market segments. 

The factors under consideration as potential segmental descriptors— 

purchase rate, value importance, and brand preference—are situation-

specific in nature. As such, they are directly related to product and 

buying situations. As a consequence, the conclusions and interpretations 

reached in this study are appropriate only for the product class, market 

and time frame being considered. Any extension of the results found here 

would be a hazardous guess at best. 

Data Collection 

The data collection methodology of a study is its research design 

where such a framework specifies the exact techniques used to generate 

information, The integral parts of a research design are the collection 

instrument and the sampling plan, both of which are discussed in the 

following portion of this chapter, 

The Collection Instrument 

The means used to gather information for this study is a survey 

questionnaire conducted via personal interviews. Given that this study 

is basically descriptive in nature and that the information needed is 

purchase frequency, perceptions of value importance, and brand preference, 

observations and experiments were eliminated from consideration, Because 

the information needed is concerned with behavior, levels of knowledge, 

and attitudes, a questionnaire method of collection was used, Green and 

Tull (1970) and Boyd and Westfall (1972) all stated that to obtain such 
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data it is necessary to employ questionnaires rather than observations 

or experiments. 

Questionnaries may be grouped into three general classifications 

dependent upon the method of administraton: personal interview, telephone, 

and mail. Of these three approaches, the personal interview is employed. 

There are several reasons why the personal interview method is 

used. Frist of all, the population under study consists of all licensed 

drivers, necessitating a need for multiple contact in households. Use of 

a telephone for this is cumbersome and impractical at best, for the time 

involved would be quite lengthy and respondent cooperation woud be dif-

ficult to enlist. Mail surveys were eliminated because of a lack of in-

formation concerning individual members of households and to negate the 

possibility of one family member answering all questionnaires received at 

each household. 

The second reason for the exclusion of the telephone and mail survey 

is the time frame. This study is cross-sectional,for the information 

gathered represents the population at a given point in time. Although the 

telephone could be used under this condition, it had already been ruled 

out. Mail surveys directed toward consumers have differential response 

rates. That is, one household may return completed questionnaires altnost 

immediately, while another may delay the retura for several weeks. Thus, 

the data collected may not be indicative of a specific time. For this 

reason, mail surveys were eliminated from consideration. 

Once the data collection instrument is specified—in this case a 

questionnaire administered through personal interviews—the instrument 

must be developed in a manner that will retum the necessary information. 

The final questionnaire which was administered is reproduced in Appendix 

B of this study. 
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To obtain information conceming purchase frequency, brand purchase 

sequence, and demographics, a multiple choice procedure was employed. This 

particular approach is an aided recall method in which the answer choices 

act as a stimulant to the respondent's memory. According to Boyd and 

Westfall (1972) , aided recall makes it easier for a respondent to recog-

nice past events than if he has to recall the same events without any 

stimulus. Thus, for purchase frequency a list of possible rates was 

used; for brands purchased on separate occasions, a list of the brands 

available in the market was presented respondents. A beneficial by-pro-

duct of the multiple choice question is that the responses are much easier 

to code and tabulate. As a consequence, interviewer bias and clerical 

errors are reduced to much lower levels than with open-end questions. 

One problem with any questionnaire is the validity of any individual's 

response. That is, if the respondent has checked an answer dealing with 

the brand he purchased last, how much faith can be put into the answer? 

One way of resolving this question is to employ a consumer purchase diary 

in which an individual maintains a written record of his actual purchases 

over time. However, because of financial and time considerations, this 

method was eliminated. In-house auditing (e.g., pantry checks) is another 

technique which can be used to generate ourchase data. For the product 

under consideration—gasoline—this approach simply will not work, for 

gasoline is a homogeneous product and to determine the actual brand in an 

automobile tank would require a great deal of time, money, and chemical 

expertise which this writer did not have available. Observation will 

also work as a purchase data generator, but lacks the ability to record 

sequential purchases over time. 

The method of obtaining purchase data for this study—aided recall of 
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the respondent*s memory—can also reduce bias in answers. Also, because 

the product class under consideration is a frequently purchased good with 

relatively short time lapses between purchases, a respondent's memory may 

suffice with regard to purchase data. Gasoline is also a product in which 

purchase events are part of an established pattem, which Boyd and Westfall 

(1972) stated are remembered better than unrelated events. Thus, because 

of the use of aided recall and the nature of the product under considera-

tion, the respondent answers are assumed to be valid. 

The attitudinal data needs for this study are broken into two sets: 

(1) the value importance attached to the product attributes, and (2) the 

appeal of each attribute vis-a-vis the brand(s) purchased by respondents. 

In both cases, a five-point rating scale was employed to solicit per-

ceptions of value importance and brand appeal. Although there are a number 

of scaling techniques available, Boyd and Westfall (1972) stated that no 

scaling method has been validated to the degree needed. That is, there 

are no definitive rules which specify the conditions under which one 

scaling technique is superior to others. Hughes (1967) did compare the 

Thurstone, semantic differential, and checklist type scales for validity 

in gathering attitudinal data. His conclusion was that if no more than 

one rein^e^^iew was planned and when respondent preferences enhance zo-

operation, then a checklist scale should be employed. The scale used in 

this study is a checklist scale in that respondents circle the number 

most applicable to their feelings, Such a scale was used because it 

is easy to administer and because of consumer preference for the check-

list type of scale, 

The remaining aspects of the questionnaire—the pre-test and its 

implementation—are discussed in the following section dealing with the 
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sampling plan. It was felt that this procedure would be best for the 

reader since the administration of a personal survey relies mainly upon 

the sample frame employed. 

The Sampling Plan 

The sample frame of any study is concemed with several aspects: 

definition of the universe to be sampled, sample size, sample type, pre-

testing, and administration and implementation of the data gathering pro-

cess. Consequently, this section covers these areas in the sequence lis-

ted. 

Since this study is concemed with consumers of gasoline, all licen-

sed drivers are included in the unvierse to be sampled. However, because 

of the consumer orientation, all professional drivers are excluded be-

cause such people are classifeid as industrial users of gasoline. The 

universé is restricted to the local community because of logistical 

reasons. This latter parameter precludes any generalizations applying 

to the industry or consumer on a regional or national basis. All con-

clusions reached are therefore indicative of the local market and per-

haps other similar markets. 

Once the universe is known, the sample size needed to insure re-

liable valid, and adequate results can be computed. The formula for 

sample size determination was taken from Spalding (1970) and is as fol-

lows: pqN 

n = ÍAE\2 + pq 

where: ng = sample size 

N = universe size 
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p = percentage of people having the 
characteristic under consideration 

q = 1-p 

AE = allowable error 

z = level of confidence 

The characteristics under study are brand loyalty, purchase fre-

quency, and attitudes. Because the underlying distribution of people 

having such characteristics is unknown, a p value of .50 was selected, 

thereby insuring the largest sample size. The allowable error employed 

is ,05, such that the sample percentages do not deviate by more than 

five percent from the universé percentage; the confidence level was 

95%. Using these values, the sample size computation is: 

(.5) (.5) (12,000) 

""g (12,000) / .05r + (.5) (.5) ( . 05r + (. 
Vl.96y 

n = 372.6"̂  = 373 
g 

To be adequate, the sample must have a minimum of 373 responses. Since, 

after editing for non-response and erroneous questionnaires, the actual 

retum was 400 responses, the sample can be regarded as representative of 

the population from which it was drawn. 

Since a complete list of the population was not available, a single 

stage area sample was employed. This method is a probability sample for 

the choice of sampling units is independent of the sampler and each sample 

unit has a known probability of being selected. As stated by Boyd and 

Westfall (1972), probability samples are the only ones which provide an 

objective measure of the reliability of sample estimates. In addition, 

an area sample is simple to administer. 

The first step to select the sample was to number each block on a 
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map of the area to be sampled. Once each block was so numbered, a table 

of random numbers was used to generate the blocks to be sampled. The 

particular sample employed in this study is a single-stage sample, for 

once the blocks were selected, all households and all licensed drivers 

in each household were then interviewed. 

Once the sampling plan is developed, the next step is implementation 

of the instrument. Before the questionnaire was actually released, a 

pre-test is necessary to indicate the type of data gathered and the pro-

blems encountered by interviewers and respondents. For example, do people 

understand the questions? Are they willing to respond? Do respondents 

perceive that too much time is involved? How much training is needed for 

interviewers? 

The 

possible respondents in order to fully examine potential defects in the 

questionnaire. To begin with, a single block in the area to be sampled 

was randomly selected. Then, this writer interviewed each household in 

the block with a sample questionnaire. Upon completion of this procedure, 

the questionnaires were edited for data gaps and inaccuracies that could 

be identified. The questionnaire was apparently self-explanatory, for 

few instmctions had to be given to respondents. Of the 35 questior.-?ires 

handed out, 27 (77%) were fully completed. Consequently, it was assumed 

that the instrument was capable of delivering the required information with 

a minimum effort on behalf of both the respondent and interviewer. 

Because of the ease in administering the questionnaire, the inter-

viewers were chosen from student volunteers, all of whom were marketing 

majors. A training session was then held during which the students were 

instructed in the procedural aspects of the interviewing process. At 

æts í 

pre-test for this study was conducted among the population of 
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this time a cover letter printed on university stationery (Appendix A) 

was distributed to the interviewers in order to aid their entry into the 

household to administer the questionnaire. 

All interviews wexe conducted in the evening to insure maximum cov-

erage of all eligible drivers in each household. If no one answered, 

the interviewer was instructed to finish the block he was working in and 

then to call back on the households in which no one was home. If there 

still was no answer or if the block was not completed, the interviewer 

was to retum and complete his assignment the next evening. 

In order to check up on the validity of the interviews (i.e., did 

the interview take place) a separate group of interviewers was sent to 

each of the blocks contained in the sample. They were to randomly se-

lect five houses and simply ask if an interview occurred on the previous 

day. If not, then the questionnaires submitted by the interviewer in-

volved were discarded. 

Data Analysis 

Only after the nature of the data to be generated is defined can one 

specify the analysis methodology. Since the previous sections of this 

chapter specified the information needs and the collection methodoloev. it 

is now possible to specify the techniques needed to examine the data. 

Consequently, this section states the hypotheses tested and the means of 

testing. 

The Hypotheses Under Consideration 

Although the hypotheses to be tested in this study have been enumer-

ated, they are presented here so that the reader will not have to refer 
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back to Chapter I. Each hypothesis is directly related to the objectives 

presented earlier in this chapter. The null hypotheses under consideration 

are as follows: 

Hl: There is no significant relationship between high and low 
frequency purchasers with respect to the value importance 
placed on product attributes. 

H2: There is no significant relationship between loyal and non-
loyal consumers with respect to purchase frequency. 

H3: There is no significant relationship between loyal and non-
loyal consumers with respect to the value importance at-
tached to product attributes. 

For each of the above null hypotheses, there was an altemate which 

implies that a significant relationship does exist between the factors 

considered if the statistical tests do reveal a significant difference. 

If the tests fail to disprove each of the hypotheses (i.e., no signifi-

cant relationship), then it was assumed that the factors under consider-

ation were not viable as segmental descriptors. If, however, significant 

relationships were found, then it could be possible to use such variables 

as a means of identifying and describing potential market segments. 

For example, if when testing H2 it is found that the test rejected 

the null hypothesis, the alternate would be accepted. We would then ac-

cept the condition that loyal and nonloyal consumers would indeed buy 

gasoline at differing rates. At this point, the rate differentials would 

be examined and marketing strategies can be designed to appeal to either 

or both the loyal and nonloyal consumer. Suppose that the nonloyal con-

sumer bought at the higher rate. Given this, such a consumer may account 

for the greatest share of gasoline sales. Knowing this, the firm could 

initiate a marketing plan specifically designed to appeal to the brand 

switcher. Such a program could be run concurrent with one designed to 

maintain loyal customers. By appealing to differing segments of the 
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market, the firm would be following a differentiated strategy relative 

to the market, If, on the other hand, no significant relationships are 

found, then the firm could follow an undifferentiated strategy, 

Test Methodology 

Only after the information to be gathered is specified and hypotheses 

are formulated could the actual testing methodology be delineated. Pur-

suant to selecting the statistical technique one must know the data stmc-

ture to be analyzed. The data for this study consists of frequency counts 

in discrete categories, i.e., loyal, nonloyal, high frequency, and so 

forth. At the same time, the scale of measurement is ordinal. These two 

conditions—discrete categories and ordinal measurement—require the util-

ization of a non-parametric testing procedure. 

According to Siegal (1956) the Chi-square test of independence is 

the only test that fits the data requirements, for it is used to deter-

mine the significance of relationships between independent groups under 

cases where the measurement is at least of a nominal scale and the data 

consists of discrete categories. The form of the Chi-square test is: 

- - - (VA) x2=2 S 
i=l j=l E., 

13 

where: 0.. = observed number of cases categorized in the 

.th - . .th _ 
1 row of the j column 

E.. = number of cases expected to be categorized 

in the i row of the j column 

r k 
2 J_̂  = directsoneto sum over all rows (r) and all 
i=l j=l columns (k) 

A contingency table is commonly used as the data format for the Chi-
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square test of independence. In such a table the degrees of freedom are 

expressed as df = (r-1) (k-1), where r = the number of rows and k = the 

number of columns. Using H2 above as the example, the contingency table 

would be as follows: 

Brand Preference 

Loyal 

Nonloyal 

To ta l 

Purchase 
High 

^ l l 

hz 

Frequency 
Low 

^12 

^22 

I\ ^h 

Total 

r'̂ i 

2-^2 

^ T o t a l 

where f represents the number of observations in the cell formed by 

the intersection of row 1, column 1, etc. In this particular example 

there would be (2-1) (2-1) = 1 degree of freedom. The E,, values are 

generated by multiplying the appropriate row and column totals and di-

viding by the grand total. For example: 

^ l = ^ll 

îi ^ ̂ ^v ^^v 
Sl Total 

In order to test the first hypothesis nine separate Chi-square tests 

are required since it involved comparing purchase frequencies with the 

value iiiq)ortance placed on each of the nine product attributes under exam-

ination in this study. That is, Hl as presented above is a general hypo-

thesis and since there are nine product attributes under investigation, 

one specific hypothesis under the umbrella of Hl is as follows: 

There is no significant relationship between high and low 
frequency purchásers with respect to the value importance 
placed on (price). 

To test operator service, the same hypothesis, is used except that the 
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term "operator service" replaces the bracketed term "price" in the pre-

ceding example. In the same manner, each of the nine product attributes 

is examined for its relationship to purchase frequency. Nine tests are 

also required for H3 for much the same reasoning; the only difference 

being that brand preference indicators (loyal and nonloyal) are used in 

place of purchase rates. For H2, only one test is required since it ex-

amines the differences among two.variables only, i.e., brand preference 

and purchase frequency as described above. 

In addition to the Chi-square tests, an index of the strength of 

association between variables is employed. This index, Cramer's statis-

tic -< ', has the form (Hays and Winkler, 1970: p. 208): 

• < = X^ 
N(L-l) 

2 
where X = calculated chi-square value 

N = number of observations 
L = the smaller of the number of rows or columns 

in the contingency table. 

The range of 'f ' is from 0 (complete independence) to 1 (complete de-

pendence). The interpretation of -̂  ' is similar to that of the coefficient 

of correlation. The closer to 1 that -̂  ' falls, the stronger the assoc-

iation between variables: the converse is true as -f ' approaches 0. 

The statistic ^ ' is included in this study as an adjunct to the in-

itial Chi-square test, for if relationships were discovered (i.e., reject 

the hypothesis of no significant relationship), then -f ' provides a mea-

sure of the strength of the relationship. 

Other non-parametric tests were considered for this study. However, 

all were rejected because of the data set dealt with. For example, the 

Mann-Whitney U test and the Kruskal-Wallis one-way analysis of variance 
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test for differences based upon rankings (Siegel, 1956). Both were 

discarded since, with only five categories of importance, there would 

be too many ties in the ranking process and both techniques tend to 

break down when such a condition exists, 

Summary 

The methodology presented here has the primary purpose of identi-

fying viable market segments. That is, can a market segment be identi-

fied and what criteria are valid descriptors of that segment? The cri-

teria under consideration are purchase frequency, value importance 

placed on product attributes and brand preferences. This study is cate-

gorized as applied descriptive research, for its purpose is to examine 

the relationships among the variables stated above with the intent of 

employing such relationships to the development of marketing strategy. 

All of the variables examined here are situation-specific in 

nature, for these variable types have been better indicators than general 

characteristics and thus should be amenable to describing markets. At 

the same time, since such variables are so closely related to product 

and buying situations, any conclusions derived from the study are ap-

plicable only for the market, product, and time frame being considered. 

The data base for the study is a questionnaire administered via 

personal interviews. A closed question technique is employed; such an 

approach presents the range of possible answers to each of the questions 

asked. At the same time, this acts as aided recall to the respondent. 

For the brand and frequency purchase categories, a simple checkoff is 

all that is required on behalf of the respondent. A checklist scale 

is employed to secure the attitudinal data, A single-stage area sample 
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is utilized to collect the information, 

Since the data collected is of a categorical type and is measured 

on an ordinal scale, a Chi-square test of independence is employed to 

test the hypotheses put forward, The hypotheses are concemed with 

the significance of difference of the relationships among the variables 

considered—purchase frequency, brand preference, and attitudes toward 

product attributes. Cramer's statistic is also utilized to measure the 

strength of the association among variables. 

The methodology used in this study was developed vis-a-vis the 

primary objectives of this undertaking: to identify and describe po-

tential market segments for the purpose of improving marketing decision-

making. 



CHAPTER V 

ANALYSIS AND INTERPRETATION 

As stated in previous chapters, one of the major problems in using 

the concept of segmentation is that of correctly identifying the vari-

ables to be employed as semgental descriptors. This problem is compound-

ed since such descriptors are not all-inclusive for all products over 

time. Consequently, segmentation analysis studies must be situation-

specific in their orientation. 

The purpose of this chapter is to report the results of the statis-

tlcal analysis pertaining to the objectives of the study. The objectives 

are concemed with the differences among the relationships between pur-

chase frequency, value perceptions of product attributes, and brand pre-

ferences. The idea is that if differences are detected, then such differ-

ences can be used to differentiate among market segraents with the intent 

of evolving better managerial decisions in the marketing process. 

Purchase Rates and Value Importance 

The first objective of this study is to determine if differences 

exist among consumers with regard to their purchase rates and their per-

ceptions of value importance placed on product attributes. This section 

is concemed with the empirical results pertaining to this objective, 

Hypotheses Tested: First Objective 

The general hypothesis tested pertaining to the first objective is 

89 
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as follows: 

There is no significant relationship between high and low 
frequency purchasers with respect to the value importance 
placed on product attributes. 

Note that no mention is made of specific variables. Consequently, since 

there are nine variables, nine separate Chi-square tests are performed, 

each dealing with a specific variable. The hypotheses for each of the 

tests is stated in terms of each variable, the variable name replacing 

the last two words of the general hypothesis stated above. For example, 

the hypothesis for operator service is: 

There is no significant relationship between high and low 
frequency purchasers with respect to the value importance 
placed on operator service, 

Thus, each remaining variable simply replaces the "operator service" term 

in the above example, The contingency table for each of the nine Chi-

square tests follows the general format depicted below: 

Purchase 
Frequency 

High 

Low 

Variable Rating 

1 

^ l l 

hl 

2 

hi 

hi 

3 
1 

^13 

^23 

4 

'm 

'u 

5 

^ 5 

^25 

A rating of 1 indicates the consumer perceives the variable under con-

sideration to be "Not Important", while a rating of 5 indicates "Defin-

itely Important." Thus, the f term above is the number of people who 

were high frequency purchasers who perceived the variable under consider-

ation to be not important in their brand selection process, Similar 

interpretations are given for the other cell elements of the matrix. 
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While filling out the questionnaire, respondents were asked to esti-

mate their average purchase rate, After tabulating the response, a high 

frequency purchaser was defined to be one which bought gasoline more than 

once per week. Low frequency purchasers were defined as those who pur-

chased less than once per week, while medium rate buyers were those that 

bought once per week. Of 400 usable responses, 148 are classified as 

high frequency, 156 as average, and 96 as low frequency buyers. 

Because of the implications of the "heavy-half" theory, it was felt 

that only high and low frequency buyers should be included for purposes 

of testing for differences. This dichotomy would tend to lend more 

credence to the "heavy-half" approach if differences are found. If no 

differences are indicated through testing, then the fact that only high 

and low rate purchasers were tested would tend to discount the "heavy-

half." After the Chi-square test was conducted for all nine product vari-

ables, the index of association ('f') was computed to discover the strength 

of the relationship between purchase frequency and perceptions of value. 

Empirical Results 

The results of the nine Chi-square tests performed and the f" index 

relative to the first objective are presented below in Table I. 

Table 1: Test Results for First Objective 

Variable L 

Operator Service 
Stamps and Premiums 
Quality 
Credit Availability 
Advertising 
Self-service 
Location 
Cleanliness 
Price 

,evel of 

P 
P 
P 
P 
P 
P 
P 
P 
P 

Significance In 

< .05 
< ,80 
< ,05 
< .50 
< .20 
< ,995 
< ,005 
< ,50 
< ,50 

dex of Association 

.208 
,086 
,213 
,138 
,151 
,045 
,253 
,140 
.101 
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As indicated in Table 1, high and low frequency buyers have different 

perceptions of value with regard to three product attributes—operator 

service, quality and location. For each of these attributes, the proba-

bility of a Type 1 error (rejecting a true hypothesis) due to chance is 

five percent or less; whereas the remaining product attributes have prob-

abilities of 20 percent or more. Although each individual Chi-square test 

has an alpha level of .05, nine tests were run on the same subjects. Ac-

cording to Ryan (1959), this is a multiple comparison test. Such tests 

also contain an experimentwise error rate in that there exists a prob-

ability that one or more erroneous conclusions will be drawn from the tests 

on the same set of subjects. The formula for computing this error rate is 

(Ryan, 1959: p. 31): 

e = 1 - ( 1 - ^ ^ 

where e = error rate 

*̂  = alpha level 

'-̂  = number of tests conducted 

9 
Thus, for the first hypothesis e = 1 - (1-.05) = .37. The interpretation 

of e is that there is a 37 percent chance of finding one or more differ-

ences that are incorrect, i.e., a significant difference that was found 

may not be a significant difference at all. Kramer and Jensen (1969) sup-

port this point of view while Wilson (1962) contends that the original 

interpretation of alpha is correct. That is, the alpha error is stated 

on the basis of each test rather than as a result of multiple comparisons. 

However there is no method of determining which of the significant differ-

ences are incorrect, if any: for with either interpretation of alpha, 

there is still a .05 error probability for each test. Also, there is a 

,63 probability that no errors were made in the test of this hypothesis, 

Consequently, the conclusion reached is that a statistically significant 
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relationship does exist between purchase frequency and the value impor-

tance placed on the product attributes of operator service, quality and 

location. The value importance of the other product variables of price, 

cleanliness, credit, self-service, advertising, and stamps and premiums 

are independent of purchase rates. Thus, it appears that attitudes to-

ward only three product attributes can differentiate between high and low 

frequency buyers, 

Although statistically significant relatlonships were found between 

purchase rates and three of the product attributes studied, it is impor-

tant to have an indication of the strength of those relationships. Again, 

Table 1 indicates that operator service, quality and location have stron-

er degrees of associations with purchase rates, for the indices of assoc-

iation (f') are .208, .213 and .253 respectively; while the indices for 

the other attributes range from .151 downward. The interpretation of T 

in this context is that while operator service, quality and location do 

have a relationship with purchase rates, the other attributes can essen-

tially be regarded as having no association, i.e.,"f'= 0). The Chi-square 

test itself provides for this conclusion, for if the test reveals a sig-

nificant relationship, then f' can be regarded as representative. On 

the other hand, if the Chi-square tests ipdicate no difference, then -f * 

is interpreted to be not significantly different from zero. 

Although the highest value for "̂ ' is .253, it must be noted that 

there is a significant relationship between purchase rates and three pro-

duct attributes. Consequently, in order to examine the "heavy-half", it 

is necessary to rank order the values attached to product attributes be-

cause ^ ' does not indicate directional association. Tables 2 and 3 be 

low are based on the mean scores for each attribute. 
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Table 2: Variable Rank—High Frequency Buyers 

Variable Mean* 

Price 
Quality 
Cleanliness 
Operator Service 
Location 
Credit Availability 
Self-service 
Advertising 
Stamps and Premiums 

4.3 
3.7 
3.5 
3.4 
3.3 
2,7 
2,1 
1,9 
1.8 

*The higher the mean, the greater 
the value placed on the variable. 

Table 3: Variable Rank—Low Frequency Buyers 

Variable 

Price 
Quality 
Location 
Operator Service 
Cleanliness 
Credit Availability 
Stamps and Premiums 
Self-service 
Advertising 

Mean 

4.2 
4.0 
3.8 
3.6 
3.4 
2,6 
2,0 
2.0 
1.6 

*The higher the mean, the greater the 
value placed on the variable. 

Examination of Tables 2 and 3 reveal that high and low frequency 

buyers do not group the product attributes much differently in terms of 

value importance. The same five attributes are clustered in the top 

grouping vis-a-vis value by both sets of buyers—price, quality, clean-

liness, operator service, and location. Accordingly, the buyers rated 

the same set of attributes as being less important—credit, self-service, 

advertising, and stamps and premiums. The cut-off point for inclusion of 

the variables into more-or-less-important groups was a mean of 3.0, the 
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mid-point of the value importance range of 1 to 5. 

All three product attributes which had a significant relationship 

to purchase frequency are in the upper group of attributes as far as 

value perceptions are concerned. Interestingly enough, low frequency 

buyers regard all three attributes—operator service, quality and loc-

ation—as being of greater value than high frequency buyers. High fre-

quency buyers place more importance on price and cleanliness, but the 

differences are not significant. Price and quality are rated first and 

second, respectively, by both high and low frequency purchasers. 

The results indicate that it is possible to differentiate between 

high and low frequency purchasers with respect to the value importance 

each set of buyers attaches to product attributes. However, only three 

of the nine attributes investigated were found to have a significant 

relationship between purchase rate and perceptions of value. However, 

the relationship is not extremely strong and low frequency buyers rated 

the three attributes as being more important. This finding tends to dis-

count the "heavy-half" theory. The significance of this conclusion is 

covered in a later section of this chapter. 

Purchase Rates and Brand Preference 

This section pertains to the second objective of this study. That 

is, are there differences in brand preference between high, medium, and 

low frequency purchasers? The answer to this question is presented 

below. 

Hypothesis Tested: Second Objective 

Unlike the first objective, there is no general hypothesis to be 

tested regarding the second objective. There is only one specific 



Frequency of Purchase 
High Medium 

îi 

^21 

^12 

2̂2 

Low 

1̂3 

2̂3 

96 

hypothesis under consideration and it is as follows: 

There is no significant relationship between loyal and non-
loyal consumers with respect to purchase frequency, 

The contingency table for this Chi-square test has the following format 

Brand 
Preference 

Loyal 

Nonloyal 

The interpretation of the cell elements is similar to that of the first 

objective, i.e,, the elements represent frequency counts within the cate-

gories defined by brand preference and frequency of purchase. 

Since the emphasis for this test is with brand preference (loyal vs. 

nonloyal buyers), all 400 observations are used. That is, all three 

categories of purchase frequency are included, for the hypothesis is 

stated in terms of differences between types of buyer preferences. For 

purposes of this test, loyal buyers are defined as those who indidated 

they purchased the same brand during the last two purchase events. Non-

loyal buyers are those who switched brands from one purchase occasion to 

another. Using the above categorizing procedure, 217 buyers were classi-

fied as loyal, while 183 were considered to be nonloyal. The -<d' index 

is also utilized. 

Empirical Results 

The computed Chi-square value for this test is .145 with the prob-

ability of a Type I error due to chance is .95 or less. Since the prob-

ability of an error is so high, it was concluded that the null hypothesis 

could not be rejected. That is, the test indicates that brand preference 

and purchase frequency are independent of one another. The<' index 
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was .019, which also indicates no association between variables. 

Since no differences were found between loyal and nonloyal buyers 

when using three purchase-rate categories, a second Chi-square test was 

performed using only the high and low frequency purchase rates. The re-

sults were very much like the first: no significant difference. Even 

though the purchase rates tested here are on opposite ends of the purchase 

frequency category, brand preference and purchase frequency variables were 

still found to be independent of each other, 

Consequently, we must conclude that loyal buyers cannot be distin-

guished by their frequency of purchase, nor can high or low frequency 

purchasers be differentiated on the basis of loyalty. Again, the "heavy-

half" theory is discounted, especially when relating purchase frequency 

to loyal consumers, As in the first objective, the findings for this 

objective are discussed in a managerial context later in this chapter, 

Brand Preference and Value Importance 

The third objective under consideration is to examine the dif-

ferences, if any, between consumers with a brand preference and those 

without with regard to their perceptions of value placed on product at-

tributes, That is, do consumers with brand preferences tend to value 

operator service, price, etc, to a greater or lesser extent than con-

sumers without such brand preferences? If so, how can such information 

contribute to marketing decision making? The first question is examined 

in this section; the second in a later portion of this chapter. 

Hypotheses Tested: Third Objective 

As in the first objective, there is a general hypothesis under con-

sideration here which is then expanded to include nine specific hypotheses. 
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The general hypothesis is: 

There is no significant relationship between loyal and nonloyal 
consumers with respect to the value importance attached to 
product attributes. 

Because there are nine variables to be examined, there are nine specific 

hypotheses to be tested using a Chi-square test of independence, An 

example of a specific hypothesis is: 

There is no significant relationship between loyal and nonloyal 
consumers with respect to the value importance attached to 
price, 

Similar to the first objective testing procedure, each of the remaining 

eight variables (i,e,, location, self-service, etc) replaces the "price" 

term in the above hypothesis to form another testable hypothesis. The 

contingency table for each of the nine tests is constructed as below: 

Brand 
Preference 

Loyal 

Nonloyal 

Variable Rating 
1 2 3 4 5 

^11 

^21 

^12 

^22 

^13 

^23 

'u 

hk 

h5 

hs 

The f . term represents the number of loyal buyers who rated the vari-

able under consideraton as "Not Important," Other ratings ranged to 

"Definitely Important", signified by a 5 rating. Similar interpretations 

are given to the other cell elements, 

For this third objective, the emphasis is placed upon differences 

in value rankings according to whether or not the buyer is defined as 

loyal or nonloyal, Consequently, all 400 observations are included, The 

previously given definition of loyalty is also employed here, Since just 

over 54% of the buyers were found to be loyal, the ability to differentiate 

loyal buyers from nonloyal buyers would be of importance to gasoline 
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marketers. Consequently, this third objective is concemed with dif-

ferences in attitudes toward product attributes. 

Empirical Results 

Table 4 below depicts the results of the Chi-square tests and the ' 

index relative to the differences between loyal and nonloyal buyers with 

regard to attribute importance. 

Table 4: Test Results for Third Objective 

Variable 

Operator Service 
Stamps and Premiums 
Quality 
Credit Availabili 
Advertising 
Self-service 
Location 
Cleanliness 
Price 

•ty 

Level of 

P 
P 
P 
P 
P 
P 
P 
P 
P 

Significance 

.70 

.90 

.005 

.005 

.20 

.01 

.70 

.70 

.10 

Index of Association 

.092 

.059 

.195 

.194 

.112 

.188 

.078 

.088 

.147 

Loyal and nonloyal buyers do perceive differences in the importance 

of several product attributes—quality, credit and self-service. The 

probability of a Type I error due to chance was .01 or less for all three 

attributes. In addition, price had a probability of .10 or less, and 

therefore was considered as a possible differentiating variable. The 

remaining product attributes—operator service, stamps and premium, ad-

vertising, location, and cleanliness—had probabilities of 20 percent or 

more, The alpha level for three of the significant differences is .01; 

consequently, the error rate e is ,09, This is certainly an acceptable 

level, so the differences found here are assumed to be real differ-

ences, Consequently, the conclusion reached is that a statistically 

significant relationship does exist between brand preference and the 
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value importance placed on the product attributes of quality, credit, 

self-service, and price, The remaining attributes are considered to be 

independent of brand preference, i.e,, no relationship exists, 

The indices of association (<') for quality, credit, self-service, 

and price are .195, .194, .188, and .147 respectively. The other attri-

butes range downward from .112. Thus, relationships were found to exist, 

but are not too strong. Because ^ ' does not indicate directional associa-

tion, it is necessary to rank the value importance placed on product at-

tributes, indicated in Tables 5 and 6 below: 

Table 5: Variable Rank—Loyal Buyers 

Variable 

Price 
Quality 
Cleanliness 
Operator Service 
Location 
Credit Availability 
Stamps and Premiums 
Advertising 
Self Service 

Mean-

4.1 
4.1 
3.7 
3.6 
3.5 
2.7 
1.9 
1.8 
1.8 

*The higher the mean, the greater 
the value placed on the variable. 

Table 6: Variable Rank—Nonloyal Buyers 

Variable 

Price 
Quality 
Cleanliness 
Operator Service 
Location 
Credit Availability 
Self-Service 
Stamps and Premiums 
Advertising 

Mean" 

4.4 
3.6 
3.4 
3.4 
3.4 
2.3 
2.2 
2.0 
1.6 
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*The higher the mean, the greater 
the value placed on the variable. 

With regard to value importance of product attributes, both loyal 

and nonloyal buyers rate the same five variables as being highest in 

value—price, quality, cleanliness, operator service, and location. Of 

these five attributes, the loyal buyer generally places a higher value on 

all but price. However, significant relationships were found only for 

price and quality for those attributes in the higher value group. 

Of those variables in the lower value group—credit, stamps and pre-

miums, advertising, and self-service—loyal buyers rate credit higher 

than nonloyal buyers, while nonloyal buyers rate self-service higher than 

loyal buyers, Stamps atid premiums and advertising are not perceived to 

be significantly different by either set of buyers, 

Nonloyal buyers tend to place more importance on price, self-service, 

and stamps and premiums than loyal buyers, although only price and self-

service have significant relationships to brand preference, This is con-

sistent with the a priori assumption that brand switchers (nonloyal) are 

price conscious, for self-service generally offers the least expensive 

altemative, The additional inducement of stamps and premiums appears 

to offer the nonloyal buyer something "concrete" for his efforts. 

The loyal buyer, on the other hand, tends to favor the remaining 

attributes—quality, cleanliness, operator service, location, credit, 

advertising. "However, ori y quality and credit are perceived to be 

significantly higher in value compared to nonloyal buyers. The con-

clusion reached here is that the loyal buyer tends to favor the "image" 

and "service" components of product attributes, while nonloyal buyers 

tend to favor the "deal" components, As a consequence, those with a 

brand preference and those without can be differentiated on the basis 
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of their attitudes toward product attributes. 

Feasibility of the Study Variables as Segmental Descriptors 

Until now, each of the objectives has been investigated indepen-

dently of the others. No attempt has been made to tie together the 

results into a cohesive whole nor to compare results with other studies. 

This section does this and also contains the managerial implications of 

the findings. 

Discussion of Findings 

The first objective of this study was to examine the relationships 

between purchase frequency and perceptions of value for product attri-

butes. The findings would then either support or refute the "heavy-half" 

theory suggested by Twedt (1964a; 1964b). In general, other studies by 

Frank and Boyd (1965),; Frank and Massy (1965); Morrison (1966a); Car-

men (1966); Massy, Frank and Lodahl (1968); and Burger and Schott (1972) 

supported those of Twedt: the heavy-half exists, but is not differen-

tiated on the basis of socio-economic characteristics. 

None of the above studies examines the association between purchase 

rates and attitudes toward product attributes as this investigation did. 

One conclusion reached here is that high and low frequency purchasers 

can be differentiated on the basis of attitudes toward product attri-

butes. Those attributes where differences were found are quality, operator 

service and location. However, low frequency buyers rate all three as 

more important than high frequency buyers. In addition, the "light-half" 

also rates stamps and premiums higher in value, though not significantly 

so. This finding does not lend support to the "heavy-half" approach in 

segmenting retail gasoline markets, for the "light-half" would perhaps 

be more susceptable to marketing efforts geared to quality, operator ser-
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vice and location, On the other hand, high frequency buyers generally 

rate price, cleanliness, credit, self-service, and advertising as more 

important, but not significantly so. 

The findings of this study with regard to purchase frequency and 

attitudes toward product attributes are consistent with those of Friend 

and Jones (1960). That is, there are few differences between high and low 

purchase rate consumers and what differences that were found were with 

regard to some attitudinal dimensions. Twedt (1964b) found that heavy 

users are not price buyers, whereas this study found that high frequency 

buyers tend to value price more than any other attribute, but not sig-

nificantly more than low frequency buyers. Frank and Massy (1965) found 

that heavy buyers are somewhat sensitive to advertising but more so than 

light buyers. This study supports them, for high frequency buyers do 

rate advertising higher in value than low frequency buyers, but not sig-

nificantly so. Aaker (1972) found that high volume buyers were more dif-

ficult to win over in a deal, a conclusion that is supported by this 

study, for low frequency purchasers value stamps and premiums higher than 

the "heavy-half." Again, however, the differences are not significant, 

In general, the results of this study are consistent with those reported 

in the literature, for the "heavy-half" does exist, but is not easily 

differentiated from the "light-half" with regard to attitudes toward 

product attributes, especially since the index of association between 

product attributes where significant differences were found ranges from 

.208 to a high of ,253, In other words, further research has to be con-

ducted before purchase frequency can be used as a segmental descriptor. 

The second objective of this study was to examine the association 

between purchase frequency and brand preference. The results were that 
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frequency and loyalty are not dependent upon each other, i.e., no 

association exists. This result also refutes the "heavy-half" approach 

conceming loyal buyers as compared to nonloyal buyers. 

The conclusion of this study supports findings reported in the 

literature. R, Cunningham (1965a); Friend and Jones (1960); Farley 

(1963); Frank, Massy and Boyd (1967); Frank (1967a; 1968b); Massy, Frank 

and Lodahl (1968); Ehrenberg and Goodhardt (1970); Bass and Talarzyk 

(1972); and Burger and Schott (1972) all found little, if any, association 

between purchase volume, purchase frequency, or average demand levels and 

brand loyalty. That is, the brand loyal segment can not be identified 

on the basis of purchase rate, nor can the high rate buyer be different-

iated on the basis of brand preference. 

The third objective of this study was to investigate the differences 

between those consumers with a brand preference and those without with 

regard to value placed on product attributes, The findings were that 

loyal buyers rate quality and credit higher in value, while nonloyal 

buyers rate self-service and price higher, Loyal buyers also place more 

value on cleanliness, operator service, location, and advertising than 

nonloyal buyers, but not significantly higher, Nonloyal buyers rate 

stamps and premiums higher and again this was not significantly so. Of 

those product attributes where significant relationships were discovered, 

the degree of association was rather weak, for the^^' index ranged from 

a low of .147 to a high of .195. Thus, even though associations between 

brand preference and attitudinal dimensions were found they are not strong. 

Even though the relationships found to exist between brand preference 

and attitudes toward product attributes are rather weak, the findings are 

consis'tent with the literature. Ito (1967); Sandell (1968); G. Day (1969); 
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Bass and Talarzyk (1969); Jacoby (1971); and Jacoby and Kyner (1973) all 

found that brand choice has an attitudinal dimension with regard to pro-

duct attributes. These results are confirmed here, for loyal and non-

loyal buyers were found to have significant differences in their percep-

tions of value placed on several product attributes. With respect to 

more specific attributes, McConnell (1968a) and Wind and Frank (1969) 

foiond that perceived quality contributes to brand loyalty. This study 

confirms this, for loyal buyers did rate quality significantly higher 

than nonloyal buyers. Other studies by Frank and Massy (1965); Massy 

and Frank (1965); and Burger and Schott (1972) found little or no assoc-

iation between advertising and brand preference. Perceptions of adver-

tising (in this study) were also found to have little or no effect on 

loyalty, for the < ' index is only .112, which on the basis of the Chi-

square test can not be differentiated from zero, 

On the other hand, Frank and Massy (1965); Massy and Frank (1965); 

and Aaker (1972) found that price activity and "dealing" had little in-

fluence on loyalty. This is confirmed here in a round-about fashion: 

the "deal" attributes—price, self-service, and stamps and premiums— do 

not contribute to loyalty, but rather are more highly valued by nonloyal 

buyers. It is significant to note that price and self-service are pro-

duct attributes where significant differences were found between loyal 

and nonloyal buyers. Consequently, these attributes do not contribute 

to loyalty but do serve as components of the marketing mix which could 

attract brand switchers. 

In conclusion, the findings of this study are generally consistent 

with other studies reported in the literature. A "heavy-half" exists in 

the gasoline market, but can not be readily differentiated on the basis 
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of loyalty or attitudes toward product attributes. Where differences 

were found to exist, the "light-half" tends to value the product attri-

butes more heavily, thus negating any promotional efforts aimed at the 

"heavy-half." Consumers with brand preferences can be distinguished 

from brand switchers with regard to attitudes toward product attributes. 

Consequently, of the objectives and hypotheses investigated, only one 

was found to be significant in terms of market segment specification, 

i.e., the loyal buyer can be approached with an emphasis on quality and 

credit; the nonloyal buyer on the basis of price and self-service. The 

significance of the study is that heterogeneous markets can be broken 

down into distinct homogeneous markets for which marketing strategies can 

be prepared. It was also noteworthy to discover that a relatively simple 

methodology can be employed in the identification of market parameters. 

However, the factors considered in this study are situation-specific in 

nature. Thus, conclusions should be tempered by the fact that attitudes 

can change over time and over products, so when employed in a decision-

oriented context, one must remain flexible and not generalize on the ef-

fectivenss of market parameters as marketing strategies progress. 

Strategy mplications 

The question that remains unanswered at this point is: How can the 

results be used to aid in marketing decision making? The answer is de-

pendent upon one's point of view. That is, should the information ob-

tained be used to identify market segments, or should it be utilized in 

the development of a marketing mix? Since this study is concerned with 

the identification of variables as potential segmental descriptors rather 

than from the point of view of the marketing decisions of a single firm. 



107 

this section pertains to segmentation of the entire market instead of 

developing specific marketing mix decisions for individual firms. 

Frank (1968b) identified several decisions to be made with respect 

to segmentation, These were (1) determining the extent to which a seg-

mentation strategy should be pursued, and (2) on what base(s) should the 

market be segmented. These two decision areas are intertwined with each 

other in a way such that they must be considered simultaneously. That 

is, the extent of segmentation is somewhat determined by the base and the 

base is predicated upon the extent. Thus, both must be utilized together. 

In deciding on what extent to follow a segmentation strategy, 

Chapter II of this report indicated several guidelines to follow. Depen-

dent upon factors such as company resources, the nature of the product 

and market, competition, and the stage of the product life cycle, one 

could use an undifferentiated, differentiated, or concentrated approach 

to segmentation. With reference to the strategy selection guidelines in 

Chapter II, the retail gasoline market is characterized as follows: 

Company resources—certainly not unlimited, but not 
severely limited either 

Nature of product—homogeneous 

Nature of market—heterogeneous 

Compet it ion—many 

Product life cycle—saturation stage 

Of the guidelines listed, all but the product factor point to using 

a differentiated or concentrated approach to developing segmentation stra-

tegy. Depending upon the economics of reaching multiple segments, a re-

tailer or producer could develop a marketing mix for each identifiable 

segment. That is, of course, what differentiated marketing referred to. 

A differentiated strategy is possibly appropriate only for the larger 
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marketers because of the cost factors involved when following such a 

strategy. The smaller retailer or producer would probably employ a 

concentrated strategy with regard to segmentation. 

Once a decision was reached relative to segmentation, the firm must 

then define its markets, That is, the base(s) of segmentation must be 

clearly delineated in the contest of effectiveness. Each segment must 

be distinguishable on the basis of consumer need, measurability, accessi-

bility, substantiality, demand level, and sensitivity to marketing efforts 

(Chapter II contained a discussion of these requirements). 

The results of this study indicate that there are two distinct 

segments in the retail gasoline market—the brand loyal buyer and the 

brand switcher. Table 7 below is derived from the findings presented 

previously. 

Table 7: Parameters of the Retail Gasoline Market 

Product Attribute 

Image Component: 
Quality 
Cleanliness 
Advertising 

Service Component: 
Operator Service 
Location 
Credit Availability 

Deal Component: 
Price 
Self-Service 
Stamps and Premiums 

LF* 
HF 
HF 

LF* 
LF* 
HF 

HF 
HF 
LF 

Market Segment Rating . 
Product Attribute Highesf 

L* 
L 
L 

L 
L 
L* 

NL* 
NL* 
NL 

LF = low frequency buyers; HF = high frequency buyers; 
L = loyal buyers; NL = nonloyal buyers. 

*Indicates a significant association between the product 
attribute and the buyer classification, 

Buyer classifications are listed according to which segment placed 
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a higher value on each product attribute (i,e,, the highest mean score). 

Since the Chi-square tests revealed associations between purchase rates 

and attitudes and between brand preference and attitudes, those are the 

markets selected for inclusion. No relationship was found to exist 

between purchase rate and brand preference, consequently, it is not in-

cluded in Table 7. Product attributes are grouped on an a priori basis 

into the image, service and deal components of the product and marketing 

mix. 

As indicated earlier, Table 7 reveals that the "heavy-half" market 

is identifiable, but not a good market to approach. The high frequency 

buyer tends to favor the image and deal components, but not significantly 

so, while the low frequency buyer significantly favors the service com-

ponents. However, directing marketing efforts toward the "light-half" of 

the market would be an inefficient strategy at best, for this market 

would not account for the bulk of sales. 

Loyal buyers definitely favor the image and service components while 

nonloyal buyers significantly rate the deal component higher in value. 

Table 7 higjhlights the conclusions reached earlier: that two segments 

exist and they can be identified on the basis of attitudes toward pro-

duct attributes. These two markets—loyal buyers and brand switchers— 

have the potential to be considered for developing marketing strategies, 

for image and services could be stressed in approaching the former and the 

latter could be attracted via the use of deal elements. 

Now that the bases for segmentation are established, the gasoline 

marketer could use these parameters to develop market targets. The 

specific target options include: 

1. Market to the loyal buyer. 
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2. Market to the brand switcher. 
3. Market to both segments with a single brand. 
4. Market to both segments with different brands. 

The first two are concentrated strategies, while the other two are 

differentiated. Strategy 1 is a full service orientation employing the 

image and service components of the marketing mix with special emphasis 

on quality and credit usage. Strategy 2 involves the development of a 

series of self-service stations with a deal orientation, i.e., stressing 

price and stamps and premiums. Strategy 3 may employ the same physical 

facilities in that one set of pumps could be designated as self-service 

with a price differential, while other pumps would cater to the full-

service market. On the other hand, the third strategy could be imple-

mented through different physical facilities, with either set being full-

service or self-service exclusively. The fouth strategy would involve 

different physical assets with different brands appealing to selected 

markets. 

The choice of which strategy to select depends upon many vaiables, 

among which include financial resources, dispersion of the market, costs, 

etc In other words, a decision as to which strategy to follow for a 

specific firm is dependent upon that firm's environmental and competitive 

position. To make the choice, the individual firm must initiate itc ovm 

analysis rather than depending upon the findings here. 

Summary 

One of the major problems confronting marketers has been the ability 

to identify market segments which can be appealed to by using specific 

marketing strategies. This chapter of the study concemed itself with 

this identification problem and then addressed itself to the strategy 

implications. 
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The findings are consistent with the literature. First of all, the 

"heavy-half" can be identified via attitudinal variables, but the results 

are of no use for strategy development. The reason for this conclusion 

is that even though differences were found in attitudes toward the value 

importance placed on product attributes, the lower frequency purchaser 

valued those variables more highly. Thus, stressing those factors would 

not be an appeal to the heavy buyer. 

The second finding is that the "heavy-half" can not be different-

iated on the basis of brand preference or vice versa, Consequently, it 

was concluded that frequency of purchase is not a segmental descriptor, 

nor are loyal buyers or brand switehers segmentable on the basis of fre-

quency of purchase, 

The only significant finding for managerial purposes is that there 

are differences in attitude structures between loyal and nonloyal buyers. 

The loyal buyer places a greater value on quality and credit availability 

and the switcher rates self-service and price higher. In general, loyal 

buyers favor image and service components of the marketing mix while 

nonloyal buyers favor the deal components. Consequently, attitudinal 

dimensions were found to differentiate market segments on the basis of 

loyalty, 

Since there are two distinct consumer markets, the gasoline retailer 

or producer could follow a differentiated strategy, One marketing mix 

could be designed to appeal to the brand loyal purchaser, the other to 

the brand switcher, The choice of a specific strategy to follow is de-

pendent upon a host of extemal and internal factors to the firm, 

In summary, market differences were detected and can aid the firm 

in its marketing strategy development, However, since attitudes can 
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and do change, the firm must not let its research get stale, It should 

involve itself with a periodic monitoring of the market in order to keep 

abreast of consumers and to provide information conceming the effective-

ness of its efforts. One final point: the firm can use segmentation 

analysis to further its marketing strategies; it should not stop at the 

point of simply identifying potential market segments. 



CHAPTER VI 

COMPENDIUM 

The marketing concept is a philosphy of business; one that mar-

keters can use to guide their decision making processes. The essential 

nature is that the "customer is king", but we must also provide the firm 

with profits so that prosperity can be maintained. One key to success-

fully implementing this philosophy is segmentation analysis—the means of 

identifying customer markets for both basic needs and demand levels. 

This study has been concerned with segmentation in that an attempt 

has been made to identify potential market segments of the retail gaso-

line market. At the same time, the results were used to point out sev-

eral long-run strategy options sellers of gasoline have available to them. 

Summary 

The basic purpose of this study was to provide information about 

potential market segments which could assist marketing management in the 

development of marketing strategy. The approach employed was to analyze 

consumer markets in terms of differences based upon selected segmental 

descriptors—purchase rate, brand preference, and attitudes toward pro-

duct attributes, 

Saliency of the Study 

Market segmentation is a fundamental concept of marketing, The con-

113 
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cept was based upon demand and the ability of the firm to identify simi-

lar demand schedules among the myriad of possibilities available when 

dealing with heterogeneous customers, Once such identification has oc-

curred, the firm could then gear its policies toward providing satisfac-

tion to one or more of the possible demand schedules, The utilization 

of segmentation involved at least three distinct elements: 

1. Identification of markets, including the definition of 
parameters, 

2. Utilization of such parameters to "zero-in" on market 
opportunities. 

3. Selection of the marketing mixes designed to take 
advantage of the opportunities available. 

Essentially, the elements listed above were considered an exposition 

of the marketing strategy developiænt process. Segmentation utilization, 

therefore, became a key component of planning and operational decision 

making. Without using segmentation analysis, the firm could end up fol-

lowing a non-optimal "hit or miss" strategy relative to market opportun-

ities. Segmentation analysis thus became a tool through which opportun-

ities may be adjusted to by the firm, a process which would be of benefit 

to the firm's competitive posture. 

The importance of segmentation analysis in marketing was not being 

questioned, but rather the problem was to define market segments and then 

use the resultant parameters to assist management in developing one or 

more marketing strategies. This problem was evident, for Bass, Tigert 

and Lonsdale (1968); Frank, Massy and Wind (1972); and Engel, Fiorillo 

and Cayley (1972) are just a few of those who have recently concerned 

themselves with the progress made concerning the establishment of mar-

ket parameters. 
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This study addressed this problem—the identification of market 

parameters which were useful for strategy decision making. Since most 

of the empirical literature (in Chapter III) indicated that situation-

specific consumer characteristics had the greatest potential to act as 

segmental descriptors, this study incorporated several such factors as 

consumption patterns was included because of the implications of the 

"heavy-half" theory postulated by Twedt (1964a; 1964b). Second, brand 

preference in terms of purchase was considered, for brand loyalty dimen-

sions of consumer behavior have not been adequately incorporated by mar-

keters. Third, consumer attitudes toward product attributes were in-

cluded since such perceptions may be able to distinguish between the 

loyal and nonloyal consumer or between the high or low frequency buyer. 

The specific attributes under consideration were price, operator service, 

stamps and premiums, quality, credit availability, advertising, self-

service, location, and cleanliness. These variables were unique in that 

the gasoline marketer has some degree of control over them and can use 

them to plan his approach to the market. A cautionary note is warranted 

at this point: since the factors are situation-specific, the results 

pertained only to the product and market studied at the time the investi-

gation took place, 

Once the parameter identification results were known, they could be 

used in a decision context. This study used this extension of segmen-

tation analysis to develop basic marketing strategies available to firms 

selling gasoline. The strategies, however, were very general, for they 

did not pertain to individual brands, but to retailers and producers in 

general. 

The significance of this study boiled down to the attempt to answer 
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two questions: can the variables under consideration be used to define 

markets? If so, can strategies be developed for each segment? Affirma-

tive answers could have a significant impact on marketing decision making, 

while negative results would indicate that further research may be nec-

essary to obtain the promises offered by segmentation. 

Segmentation: A Managerial Decision 

Given that marketers have embraced segmentation as a core concept, 

we should remember that it is not a specific strategy, but rather a means 

to develop strategies. Chamberlin (1933) and J. Robinson (1933) were the 

first to present the general statement of segmentation, but they did so 

in terms of a discriminating monopolist where price and demand elasticities 

of separated markets were the determinants of the firm's actions. Smith 

(1956) was the first marketer to recognize that markets could also be sub-

divided on the basis of other variables, particularly through product and 

marketing efforts. Thus, since that time, marketers have adopted the 

notion of the marketing mix as a means of differentiating markets. 

This conceptualization of segmentation relied upon several assump-

tions, as put forward by Engel, Fiorillo and Cayley (1972). First, con-

sumers were different and these differences were measurable; second, dif-

ferences in market demand were related to differences among consumers; the 

final assumption was that consumers could be isolated into distinct group-

ings within the total market. The key assumption was the second, for if 

it were false, then there was no reason to even consider the other two. 

It is this second assumption that has caused the most "trouble" in 

marketing, for it has not been clearly proven. The problem seemingly 

stemmed from the fact that so many factors in the consumer's environment 

can and do enter into buying behavior that it is extremely difficult 
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to describe the exact relationships involved. On the other hand, the 

first and third assumptions could be handled via proper measurement and 

statistical procedures. 

Another reason marketers were having trouble describing the relation-

ships between demand and consumer differences was that many studies were 

concemed with individuals rather than groups. In order to use segmenta-

tion as a strategy tool, the group orientation must be taken, for it is 

not feasible to consider each consumer as a distinct segment. 

The potential advantages of segmentation far outweigh the drawbacks. 

But for those advantages to accrue, full top management support is nec-

essary. Consumer needs must also be present and these needs must be iden-

tified. In addition, Kotler (1972) suggested that segments must be mea-

surable, accessible, and economically substantial. Frank (1968b) added 

that variations in demand and sensitivity to marketing effort must also 

exist between segments. Accordingly, if market segments meet these cri-

teria, then the concept of segmentation can be utilized by the firm. One 

must be careful, however, not to equate the strategy role of segmentation 

with the simple act of defining segments. 

Once the above requirements are met, the decision component of seg-

mentation should be considered. Frank (1968b) identified these elí:xx.cat-s 

as (1) determining the extent to which a segmentation strategy should be 

followed, and (2) selection of variables with which the market should be 

segmented. The extent of efforts has been identified by Kotler (1972) as 

undifferentiated, differentiated, or concentrated. Undifferentiated mar-

keting referred to using one marketing program to appeal to the "mass" 

market where all consumers are viewed as being homogeneous (i.e., one 

demand schedule). The use of distinct marketing programs to reach each 
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potential segment was what the differentiated approach was concemed 

with, while the concentrated effort amounted to focusing on one segment 

and ignoring the others, 

The selection of an approach depends not only upon the variables 

used to define markets, but also on company resources, product and market 

homogeneity, competition, stage in the product life cycle, and social, 

environmental and legal constraints, Thus, the decision was contingent 

upon the individual firm and its capabilities as they were affected by 

the preceding factors, 

Implementation of segmentation was obviously a managerial decision, 

for it involved an examination of a firm's market position and corporate 

objectives. The concept of segmentation was not being questioned at 

this time, but rather its application, However, if properly utilized, 

the firm could increase its effectiveness, In other words, utilization 

of segmentation as a means of developing strategies was and is a key 

facet of business operations. 

Conclusions 

Each of the study variables—purchase frequency, brand preference, 

and attitudes toward product attributes—was examined relative to the 

other variables, That is, the cross-tabuiations were tested using a 

chi-square test of independence, This test indicated the extent of the 

relationship between variables, i.e., whether or not there were signif-

icant differences among the categories involved. In addition, an index 

of association, < ', was computed in order to determine the strength of 

the relationship between variables. 

Purchase Frequency/Attitudes 

Of the 400 responses in this study, 148 (37%) were classified as 
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hlgh frequency buyers. 156 (39%) as average. and 96 (2A%) as low fre-

quency buyers. Given that 37 percent of the ^arket had a high potentlal 

buying rate. the •'heavy-half" concept of markets could be very important 

in gasoline retailing. Consequently. if sellers could identify this 

market. they could aim their marketing programs toward this high poten-

tial group. 

The test results did show that certain attitude variables could be 

used to differentiate between the high and low rate buyer. These vari-

ables-operator service, quality and location-were all significant at 

the ,05 level, However, several problems surfaced with regard to this 

result, First, the strength of association was found to be fairly weak, 

ranging from ,208 to ,253, Second, the low frequency buyer rated all 

three product attributes higher in value than the high frequency buyer. 

This conclusion did not support the "heavy-half" when the "light-half" 

valued product attributes more highly. The "heavy-half" was found to 

exist, but was not recommended as a market target, 

Most of the studies dealing with consumption patterns, of which 

purchase rate was a component, dealt with the relationship between socio-

economic variables and consumption. The results were mixed, but since 

this study did not consider the general class of consumer characteristics 

no comparison was made. 

Of those that were compared, Twedt (1964b) found that heavy users 

were not price conscious. This study, on the other hand, found that 

price was valued more highly than other product attributes among high 

rate buyers. However, low frequency purchasers also rated price the 

highest, but there was no significant difference between the two groups. 
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Eventhough no significant differences were found, high frequency buyers 

did rate price slightly higher than did low frequency buyers. Thus, this 

study did not agree to Twedt's earlier study with regard to heavy con-

sumption and price consciousness. Aaker (1972) reported that the high 

volume user was more difficult to win over in a promotional deal. This 

was consistent with this study, for high frequency buyers rated stamps 

and premiums lower in value than low frequency buyers, but not signifi-

cantly so. 

In terms of product-space factors—i.e., attitudes toward brands, 

products, and so forth—the literature generally supported the thesis 

that attitudes can differentiate markets, For example, Allison and Uhl 

(1964); Farley (1964b); Achenbaum (1966); Axelrod (1968); G, Day 1970a); 

Lehmann (1971a; 1971b); Bass, Pessemier and Lehmann (1972) have all re-

ported that beliefs and values for product attributes did substantially 

explain purchasing behavior, This study supported this thesis, for 

several product attributes were perceived as being of more or less im-

portance by people categorized by purchase rate, 

The problem, of course, was not one of definition, but one of 

strategy contribution. The results of this study indicated that it was 

not feasible to pursue the "heavy-half" through the use of attitudes. 

That is, simply being able to define a segment was not sufficient for 

strategy purposes. In the case of the gasoline market, there was no 

advantage to appealing to the "heavy-half" through operator service, 

quality, and location. In essence, purchase frequency was not a valid 

segmental descriptor in terms of assisting management in planning and de-

veloping marketing programs based upon consumer attitude structures. 
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Purchase Frequency/Brand Preference 

Even though attitudes toward product attributes were unsuccessful 

in a managerial context in differentiating the "heavy-half" market, it 

was possible that other factors could be successful. For this reason, 

the relationship between purchase frequency and brand preference was 

tested. Fifty-four percent of the consumers were classified as brand 

loyal in this study; the remainder were considered to be nonloyal. Thus, 

there was a sizeable segment of people for which companies could under-

take efforts designed to keep loyal buyers or attempt to get buyers to 

switch brands. 

The result of the Chi-square test in this case indicated that pur-

chase frequency and brand preference were independent of each other. One 

factor was not able to predict the other, i.e., no significant differ-

ence was found. It was concluded that purchase frequency lacked the 

ability to differentiate the loyal buyer from the nonloyal buyer, and 

vice versa, especially since the -f ' index of .019 was extremely low and 

in effect was considered equal to zero. 

Friend and Jones (1960) examined the association between purchase 

rates and brand preferences; the result was that little difference ex-

isted. Other efforts by Frank (1967a; 1968b); Frank, Massy and Boyd 

(1967); Massy, Frank and Lodahl (1968); Bass and Talarzyk (1972); and 

Burger and Schott (1972) had similar results. However, studies by 

Kuehn (1958; 1962); McConnell (1968a) and Sheth and Venkateson (1968) 

found the opposite: purchase rates could differentiate among consumers 

with regard to brand preference. 

Obviously, these findings were contradictory. This study did not 

solve this dilemma by any means, for it was too limited in scope. In 
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view of the reported results, perhaps the best that could be said was 

that purchase frequency and brand preference were situation-specific 

in nature; consequently, as products, markets, and time change, so do the 

results of investigations. In conclusion, this examination revealed very 

little in the way of strategy assistance for marketing management since 

brand preferences and purchase rates were found to be independent of one 

another, 

Brand Preference/Attitudes 

The purpose of investigating the association between brand preferen-

ces and attitudes toward product variables was much the same as before: 

to use this relationship to define markets for managerial decisions. The 

key was that of managerial significance, for although attitudes have been 

found able to differentiate between consumers with differing purchase 

rates, the results were not conducive to developing better strategies. 

The empirical results of this study conceming brand preferences and 

attitudes were heartening. Significant differences at the .01 level were 

found in three variables—quality, credit and self-service. These vari-

ables were found to differentiate between loyal and nonloyal buyers. Ad-

ditionally, price was found to be significant at the .10 level. The re-

sults of the tests indicated that these four variables had the potential 

to be used as segmental parameters, even though the strength of associa-

tion was rather weak. Of these factors, the brand loyal segment rated 

quality and credit more important in value than did the brand switching 

segment. This latter group ranked self-service and price as more impor-

tant. The net result was that there were two distinct market segments— 

the loyal and the nonloyal groups—either of which could be differentiated 

from the other on the basis of attitudes toward product attributes. 

Ever since Kuehn and Day (1962) hypothesized that people would pre-
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fer more or less of product attributes, other studies have been able to 

substantiate their results. For example, Farley (1964b) reported that 

brand loyalty was a function of time and money spent on a product. Ito 

(1967) discovered that attitudes toward product attributes could be used 

to categorize loyal buyers and switchers in the automobile market, 

McConnell (1968a) found that consumer perceptions of quality had a strong 

association with brand loyalty, i,e., the higher the perceived quality of 

a brand, the greater the degree of loyalty. Sandell (1968); Bass and 

Talarzyk (1969); G. Day (1969); Burger and Schott (1972); and Cohen and 

Houston (1972) all reported on the success of attitudes toward product 

attributes as parameters of markets. 

This study also substantiated the results above, especially with 

regard to product quality, for loyal buyers of gasoline did rate quality 

as being of more importance than brand switchers. On an a priori basis, 

since the brands with the highest perceived quality levels may be more 

expensive than others, credit availability would make purchasing much 

easier on behalf of an individual. Accordingly, it was not surprising to 

find that consumers who value quality also placed a significantly higher 

value on credit. These variables were precisely the two that were found 

to differentiate the loyal segment from the nonloyal segment in this 

study. 

Other investigations by Frank and Massy (1965); Massy and Frank 

(1965); Frank (1967a); Aaker (1972); and Burger and Schott (1972) repor-

ted little, if any, differences among loyalty segments and promotional 

efforts, This study agreed with these findings, for neither advertising 

nor stamps and premiums were ranked high in value by loyal or nonloyal 

buyers, Additionãlly, there were no significant differences between 
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groups with regard to these variables, 

As far as marketing strategy was concemed, only the association 

between brand preference and attitudes toward product attributes was 

of assistance. Because two markets were identified—the brand loyal 

and the brand switcher—the gasoline marketer has this knowledge to 

develop his strategy. 

Strategic Si^nificance 

Once market parameters were established, a decision has to be made 

regarding the extent of segmentation efforts. In this case, the markets 

were the brand loyal and the brand switcher segments. They were differ-

entiated on the basis of attitudes toward product attributes, Loyal 

buyers were found to favor image and service components of the marketing 

mix, especially quality and credit availability. They also rated clean-

liness, advertising, operator service, and location the highest but not 

significantly so. Brand switchers, on the other hand, favored price, 

self-service, and stamps and premiums, the first two significantly. The 

result of this study was that loyal markets could be cultivated via 

the image and service components, while brand switchers could be at-

tracted through dealing activity. 

The decision to be made was whether or not to employ an undifferen-

tiated, differentiated, or concentrated approach to the market, Since 

there were two distinct segments, it was recommended that gasoline mar-

keters utilize either the differentiated or concentrated strategy, Of 

course, the decision of an individual seller is dependent upon internal 

and extemal factors. For example, the extent of company resources, the 

nature of both products and markets, the degree of competition, corporate 

goals, and so forth would all affect the seller's choice of a segmentation 
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strategy. 

Given that market parameters were identified and that the basic 

strategy had been selected, there were four courses of action that the 

seller had available. These were: 

1. Market to the loyal buyer. 
2. Market to the brand switcher. 
3. Market to both segments with a single brand. 

4. Market to both segments with different brands. 

The first two were classified as concentrated strategies (i.e., market 

to one segment only), while the remainder were differentiated (i.e., 

market to each identifiable segment). Since this study did not attempt 

to develop a marketing plan for an individual firm, no effort was made 

to actually choose the optimum course of action. Instead, the effort 

was intended to provide a macro-marketing point of view. 

The results of this study illustrated several points of importance 

to marketers when developing strategy. First, the group approach, as 

opposed to individual behavior, was validated when the intent was to 

use the results to plan marketing programs. The empirical evidence pre-

sented here indicated that heterogeneous markets can be sub-divided into 

groúps which have differing characteristics. Therefore, when planning 

marketing activities, the group approach was viable and did provide the 

necessary information. 

A second point was that of methodology. Although the techniques 

employed in this study were relatively simple, the results obtained were 

essentially the same as other studies reported in the literature. By 

using the less complex methods of anlaysis, a firm can reach the same 

conclusions as if it had employed the more advanced multi-variate analysis 

techniques so popular at this time. Of course, if the research was in-

tended to identify causes of behavior rather than patterns, then the 
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approach used here would not work. However, for strategy development 

in the short-run, pattems appeared to be sufficient for utilization. 

In conclusion, it must be realized that the factors under investi-

gation in this study were situation-specific in nature. Accordingly, 

they were subject to change as products, markets and time frames vary. 

The significance of this fact to marketers was that cross-sectional 

studies such as this one were sufficient for short-run decision making. 

For the long-run, it is recommended that longitudinal studies be con-

ducted so as to be able to measure the changes that may occur over time 

as products and markets change, for marketing strategy is a key component 

of growth and it must contribute to and be consistent with the long-run 

objectives of the firm. 



CHAPTER VII 

ADDENDUM 

Since the time this study was conducted, several developments have 

occurred which pertain to the conclusions reached in Chapter V. First, 

other reports have appeared in the literature which have a significant 

relationship to this one; second, the environmental conditions of gasoline 

retailing have been altered. These changes caused this addendum to be 

added, The literature up-date is handled in succeeding paragraphs and 

concentrates on product attribute attitudes as segmental parameters, for 

these were found to be identifiers of markets in this study. The alter-

ation in markets occurred because of the rapid price increases and short-

ages of gasoline. However, for the past few months, it has been this 

author's observation that the market is stabilizing. That is, price 

stability has been reached: there have been no sharp movements in 

price. Because of this factor, the results reported in Chapter V tend 

to be more reliable than under rapidly changing conditions. Consequently, 

the conclusions presented by this author tend to be more valid than they 

were in the years between initiation and completion of this study. 

The conclusions reached in this study were that attitude structures 

could be used as market parameters. Two distinct markets were identified 

on the basis of attitudes: the loyal buyer and the brand switcher. The 

loyal buyer placed a higher value on product quality and credit avail-
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ability while the brand switcher favored self-service and the lower 

prices this attribute normally entails. The results with regard to 

purchase rate and brand preferences were negative for strategy develop-

ment purposes. That is, attitudes were found to differentiate the high 

rate buyer from the low rate buyer, but low frequency purchasers tended 

to value the moderating product attribute higher than so-called "heavy-

half," Also, frequency categories of purchasers could not be different-

iated on the basis of loyalty or vice versa, The results reported here 

indicated that heterogeneous markets could be divided into more homogen-

eous markets. 

General Product Attributes Validity 
Segmental Descriptors 

This section was included in order to present the findings of other 

studies with regard to the general concept of attitudes toward product 

attributes being useful market parameters, Thus, only the literature 

concerning attitudinal dimension of product attributes is covered. 

Bass and Wilkie (1973) found that attitudinal measures provided use-

ful predictions of brand choice. In particular, they concluded that at-

titudes toward the importance of product attributes increased the explained 

variance in brand choice behavior. Thus, the findings for Bass and 

Wilkie supported the findings in this study, i,e., attitudes toward 

product attribute importance ratings were segmental descriptors. Bass 

and Wilkie also concluded that importance weights of product attributes 

did offer diagnostic benefits for segmentation purposes. 

Bonfield (1974) reported that attitudes were good predictors of be-

havior and in fact were more important than social influence, Lehmann 

and O'Shanghnessy (1974) also found that attitudes could differentiate 
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segments. They examined purchasing agents perceptions of attribute im-

portance for differing classes of industrial goods and concluded that such 

perceptions were related to importance. Thus, Bonfield and Lehmann and 

O'Shanghnessy supported the results reported by this author. 

Bass (1974) suggested that attitudinal studies did contribute to an 

understanding of consumer behavior and that such studies were managerially 

significant for developoing strategies. In particular, he stated that 

the important dimensions that need to be included were those variables 

which were managerially relevant. The selection of the particular pro-

duct attributes investigated in this study was supported, for those ex-

amined here were controllable by marketers and therefore were relevant 

to decision-making. 

Westin and Watson (1975) in their study of consumer choice behavior 

regarding transportation modes concluded that a relationship did exist 

between system (product) attributes reported as important and behavioral 

patterns of choice. They also found that there were segments which were 

more responsive to perceived differences in attribute importance. Again, 

the results of this study were consistent, i.e., product attribute impor-

tance could differentiate between market segments. 

Anderson, Cox and Fulcher (1976) studied the attribute importance of 

consumer bank selection criteria and found that attribute importance 

could differentiate markets, This result was also consistent with 

those reported by this author, 

From all findings reported above, it is obvious that the results 

reported in this study substantiate or confirm other studies, This was 

true for a number of different product classes and for different time 

frames. As a result, those conclusions presented in Chapter V of this 
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study were consistent with others, thereby lending credence to this 

study and its conclusions. 

Specific Product Attributes as Moderating Variables 

As yet, no mention has been made conceming individual attributes, 

only for attribute importance in general which are examined in the pre-

vious portion of this chapter. This section was included in order to 

present the findings of other studies with regard to individual product 

attributes. 

Bonfield (1974) concluded that when behavior is the dependent vari-

able, that segmentation by brand experience appeared possible. Brand 

experience could be construed as pertaining to high consumption rates, 

either in terms of quantity or frequency. The author did not find pur-

chase rate to be a significant segmental descriptor as Bonfield did, but 

such differences could be due to differences in product classes and time 

frames. 

McCann (1974) investigated high, medium and low quantity purchasers 

and found all three responsive to advertising and price, but none to 

dealing activities. This author found no significant difference between 

high and low frequency buyers with regard to their importance ratings on 

advertising, price, or dealing activities. However, price was rated as 

highly important by both frequency groups. Thus, the price attribute 

supports McCann, but this author found opposite results with regard to 

advertising and dealing. The different conclusions could be because 

McCann examined quantity, not frequency as this author did. 

Lambert (1972) and Newman and Werbel (1973) all found that percep-

tions of quality had an effect on choice behavior. Lambert concluded 

that those consumers who chose relatively higher priced items perceived 
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more quality variation between products. Newman and Werbel found a pos-

itive relationship between loyalty and product satisfaction (i.e., per-

ceived quality), The findings of this author were consistent for the 

brand loyal buyer rated quality significantly higher than the brand 

switcher, 

Anderson, Cox and Fulcher (1976) found that bank market segments 

were not responsive to dealing activities. This was not consistent 

with the results here: brand switchers were responsive to dealing acti-

vities while brand loyal buyers were not. However, these differences 

may be explained by the fact that bank consumers in general do not switch 

banks and are consequently more loyal, while gasoline consumers do switch 

brands. Consequently, the disagreement between Anderson, et.al. and 

this study was not as significant as at first glance, for such variation 

may be due to differences in product. 

Summary 

Since this analysis was concemed with the overall market and not 

oriented to specific marketers, individual retailers and producers would 

have to initiate their own studies with regard to their particular mar-

kets. The exploratory nature of this study did not provide answers to 

all questions, but did point out several areas that need investigation 

for individual marketers. For example, a more precise definition of 

operator service could be developed in that one component might con-

sist of hours of operations. This process of refining the product at-

tributes investigated by this author would provide the detailed informa-

tion that individual marketers would need in order to operationalize 

the results of this study. This is left to future research. 
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APPENDIX A: COVER LETTER 

October 4, 1972 

Dear Sir: 

This letter is to introduce who is calling 
upon you to answer a few questions concerning gasoline. Your 
cooperation is solicited, for this survey is part of a course as-
signment. 

The questionnaire is being directed by Kenneth L. Jensen, a mem-
ber of the Marketing faculty of the University of Wisconsin-Whitewater, 
If you have any questions, please feel free to call Mr, Jensen at one 
of the following numbers: 

Office: 414-472-4951 
Home: 608-754-9217 

No commercial oil company will have access to the information that 
you provide. As a result, you can be sure that the information you 
provide will be kept strictly confidential. 

Thank you for your cooperation in this project. 

Sincerely, 

Kenneth L. Jensen 
Instructor of Marketing 

KLJ:ld 
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APPENDIX B: QUESTIONNAIRE 

SURVEY OF GASOLINE PURCHASES 

Hello. My name is and I would like to ask 
you a few questions about your gasoline purchases. This will only take 
a few minutes of your time and will be kept strictly confidential. 

Please check the blank which applies to you. 

1. On the average, how often do you buy gasoline? 

More than twice a week 
Twice a week 
Once a week 
jOnce every two weeks 
Less than once every two weeks 

2. On your MOST RECENT purchase of gasoline, which brand did you buy? 

AAA Mobil 
Arco Shell 
Badgerland Coop Spur 
Ĉitgo Ŝtandard 
Deep Rock ^Superamerica 
Enco T̂exaco 

Other 

NOTE: If other, please specify 

3. On your NEXT MOST RECENT purchase of gasoline, which brand did 
you buy? 

AAA Mobil 
Shell Arco 

Badgerland Coop Ŝpur 
'(^^^-go ^Standard 
"Deep Rock ^Superamerica 

Enco Texaco 
"Other 

NOTE: If other, please specify_ 
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4. Listed below are several reasons why people buy a particular brand 
of gasoline. For EACH REASON circle the number that best describes that 
reason's iraportance to you. A 5 would be definitely important, a 4 a 
little less important than a 5, and so forth, while a 1 would indicate 
no importance. There are no right or wrong answers. Only your opinion 
counts. 

Not Definitely 
Important Important 

Operator Service 1 2 3 4 5 

Stamps and Premiums 1 2 3 4 5 

Quality of Gas 1 2 3 4 5 

Credit 1 2 3 4 5 

Adver t i s ing 1 2 3 4 5 

S e l f - s e r v i c e 1 2 3 4 5 

Location 1 2 3 4 5 

Cleanliness 1 2 3 4 5 

Price 1 2 3 4 5 

5, At this time, would you rate different brands of gasoline with re-
spect to the reasons you buy gasoline. For EACH BRAND circle the num-
ber that best describes each brand's appeal to you. A 5 would be de-
finitely appealing, a 4 a little less appealing than a 5, and so forth, 
while a 1 would indicate no appeal. There are no right or wrong an-
swers. Only your opinion counts. 

NOTE: Please refer to your answers to Questions 2 and 3 for this 
section of the questionnaire. Write in the brand(s) actually purchased 
in the blanks provided and then rate the brand(s). 

Not Definitely 
Appealing Appealing 

A. Price 

B, Advertising 
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Not 
Appealing 

C. Cleanliness 

D. Self-service 

E. Operator Service 

F. Credit 

G. Stamps and Premiums 

H. Location 

I. Quality of Gas 

1 

1 

1 

1 

2 

2 

2 

2 

2 

2 

2 

2 

2 

2 

2 

2 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

Definitely 
Appealing 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 
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Please check the blank which applies to you. This information is for 
classification purposes only and will be kept strictlv confidential. 

6. Sex: Male 

7. Age: 

Female 

Under 
21-
31-
41-
51 

-30 
-40 
-50 
or 

k 

21 

over 

8. Marital Status: 

Ŝingle 
Married 
Other 

9. Occupation: 

Professional 
White Collar 
Blue Collar 
Student 
Retired 
Unemployed 
'other 

NOTE: If other, please specify; 

10. Approximate Family Income 

Ûnder $5,000 
$ 5,000 - 9,999 
10,000 -14,999 
15,000 or over 

Again, your answers will be kept strictly confidential. No oil company 
will have your answers available for its personal use. Thank you 
for your cooperation. 

Interviewer's name: 

Date: 




