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GEOGRAPHIC PREFERENCE FOR FAST FOOD

Peter J. Gordon, Southeast Missouri State University
pgor don@semovm.semo.edu

Jack L. Sterrett, Southeast Missouri State University
jsterrett@semovm.semo.edu

ABSTRACT

Oneneed not ook far to observe that demographic differencesare apparent in various parts
of the country. The question that thispaper seeksto answer isif these demographic differenceshave
impacted the distribution of fast food restaurants. Do different areas of the country have differing
densities of certain types of fast food restaurants? Answersto these questionsare of interest to both
academiciansand to practitioners. Understanding the distribution of types of fast food restaurants
may demonstr ate historic preferencesfor certainfoodsby certain population groups. By comparing
this with demographic migration patterns, one might be able to determine in which areas of the
country certain types of fast food restaurants might be either saturated or under-represented.
Under-representation of one type of restaurant may reveal locational opportunities for fast-food
restaurant decision makers.

INTRODUCTION

Food consumption patterns have changed considerably in the latter part of the 20™ century
intheU.S. Over the past century, consumption of beef and poultry hasincreased while consumption
of pork has declined (Page & Friend). Particularly in the post war era, we have seen a growing
consumption of “fast food”, aslifestyle patterns have changed (L ohof). Morewomen working, more
meals consumed outside the home, the growing affluence of teenagers (and even pre-teens) arejust
some of the trends that have led to the increasein fast food consumption. Virtualy every Principles
of Marketing textbook chronicles the changes in society that have led to the growth of fast food
restaurants.

Accordingto asurvey of amost 3,500 readersof the USA Weekend, hamburgersarethe most
popular food in the U.S. If self reported food preferences reflect buyer behavior, then one could
assume that hamburger fast food restaurants would be the most prevalent of al the types of fast food
restaurants. Casual observation would seem to support thisidea - with the ubiquitous McDonald' s
restaurant on what sometimes seems every corner. Currently the world’s largest restaurant chain,
with over 24,500 restaurantsin 116 countries, McDonald' s serves 40 million customersaday. The
USA Weekend poll, while quite unscientific, did point out that more than half the “votes’ for
hamburgers came from the western states.

The second favorite fast food was pizza. Although USA Weekend reported no geographic
trend in those who chose pizza, it did indicate that pizza was the winner among the school-aged
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group. The USA Weekend article led to the current study, where the authors sought to determine
the relative popularity of various types of fast foods in different areas of the country.

METHODOLOGY

Methodologically, the researchers reviewed Y ellow Page telephone directories of a number
of communitiesfrom differing parts of the country. While admittedly selecting a convenience set of
telephone directories from those available in our University library, the number of directories
reviewed provided a broad sampling of citiesin different parts of the US.

The number of entries were tallied for fast-food restaurants listed in the Yellow Pages
directory inthefollowing categories - hamburgers, pizza, chicken, fish and “other” (which includes
hot dogs, barbeque, etc.. It wasdecided to omit restaurantswith adecidedly ethnic appeal - Mexican
(Taco Bél, etc.) Itdian and Chinese for example. Pragmatically, it was also more difficult to
determine if some restaurants in these latter categories were “fast-food” or more formal types of
restaurants.

It was generally assumed that restaurants that primarily sold hamburgers, pizza, fried chicken
and hot dogs could generally be classified as “fast food”. Fish restaurants were more difficulty to
classfy. Long John Silvers and Captain D’s were easily identified as “fast food”, while other fish
restaurants were more difficulty to classify. Omitting some fish restaurants may have resulted in the
under-counting of these kinds of outlets, but not to a sufficient level to impact the trends that are
reported later inthispaper. In caseswhereafast food restaurant sold productsthat fit into anumber
of categories - such as Jack in the Box, which sellshamburgers, chicken and fish - the primary selling
item was assumed to be hamburgers, and it was classified that way. Roast Beef restaurants - such
as Arby’s - while sdlling beef, were not classifieds as hamburger restaurants. These were in the
“other” category.

RESULTS

Overdl, it was estimated that about 30 percent of restaurantslisted inthe Y ellow Pageswere
clearly fast food restaurants. However, this percentage showed some regional differences. In the
industrial mid-west/Great Lakes area, approximately one half of dl restaurants listed in the Y ellow
Pageswere clearly of thefast food type. Likewise, fast food restaurants represented between 30 and
50 percent of dl restaurants in the traditional “deep South” and the lower mid-west/upper
south/” greater Texas’.

A much lower proportion was observed in east coast (New England and the New
Y ork/Washington D.C. megal opolis) and west coast areas, wherein somecitiesthe percentage of fast
food restaurants dropped into single digits. Thusthereisa clear difference between the density of
fast food restaurants in various parts of the country. In part, this may be explained by land cost. In
the areas of the country where the cost of land isrelatively lower, fast food restaurants seem to have
grown. In areas where land costs were higher, such as New Y ork, Boston, Los Angeles and San
Francisco, fewer fast food restaurants have been built. This may aso be afunction of nationa roll-
out trends, where newer fast food chains have started in lower cost areas and have are just now
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expanding into higher cost areas. Aswell, inlower cost areas, marginally profitable restaurants may
survive, but similar establishmentsin “high rent” areas would have a difficult time surviving.

In looking at fast food overall, hamburger restaurants were the most common nationwide.
However, regiona difference were clear. However, when one separates the country into regions, a
clear pattern emerges. The clearest divisonisevident in the eastern part of the country, where the
more northerly states have proportionally more pizza restaurants, while the southern part has more
hamburger restaurants.

In the megaopolis region of the east coast, between 60 and 80 percent of al fast food
restaurants are pizza restaurants. A somewhat similar pattern was observed in the upper mid-west
area. Ethnic settlement patterns may be a possible explanation of this trend.

In the lower mid-west, the south and virtually al the west, hamburger restaurants
outnumbered the pizzarestaurants. The popularity of hamburgersin the sun-belt and the west may
be attributed to a combination out-door lifestyles where barbequing, and consequently hamburgers
became a diet preference, and the importance of the beef cattle industry in much of these areas.

Whilethe resultsindicated that the “North” had arelatively high number of pizzarestaurants,
the south had proportionally more chicken and “other” (mainly barbeque) restaurants, although
hamburgers were still the dominant fast food restaurant type.

The west reflected the most diverse pattern of dl the regions. Although hamburger
restaurantsarethemost popular, proportionally agreater number of “ other” restaurantswere popul ar
inthisregion. Chicken, fish and sandwich restaurantswere far more popular here than in other parts
of the country. Somewhat similar to the west, the south reflected a greater variety of restaurant
types. Here chicken and barbeque restaurants were popular, but again not as popular as were
hamburger restaurants.

SUMMARY

Although the research methodology was far from rigorous, the convenience sampling of
telephone directoriesfrom many of the larger citiesacrossal regions of the US did reveal someclear
differencesin the densities of variousrestaurant type, and even of fast-food restaurantsintotal. The
patterns which emerged from this study would tend to be logically supported by expectations based
on ethnic patterns, land cost, climate and lifestyle differences from one region to another. To the
extent that ethnic patterns and lifestyle are important, one might be able to track migration patterns
and determine areas of the country where certain fast food types may be under-represented.
| dentifying such regions of under-representation may provide geographic expansion opportunitiesfor
decision makers in various fast food chains.

Theusual caveat attached to al such preliminary research efforts applieshere - moreresearch
may be doneto substantiate and refinethesetrends. However, the resultsreported hereindicate such
pronounced tends that there can be little doubt as to the patterns identified by this research.
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THE CHANGING ROLE OF MARKETING
ASSOCIATIONSIN THE INTERNATIONALIZATION
OF THE FINNISH FOREST INDUSTRY

Pasi Sajasalo, University of Jyvaskyla
sajasalo@tase.jyu.fi

ABSTRACT

Thispaper analyzesa major strategic change processin asingleindustry, the Finnish forest
industry. The primary change is one of gradual shift fromjoint marketing practiceto one, in which
every company within the industry is operating a wholly-owned channel through whichits products
are moved to the markets outside of Finland.

INTRODUCTION

In the course of Finnish history, the forest industry is the one single industry on which the
development and prosperity of Finnish society has relied the most. This has led to the prevailing
situation in which Finnish society and the sentiment of the nation has taken the forest industry as
"their own", something to take care and nurturefor. It isthe general view in Finland that theinterests
of the Finnish forest industry and of the Finnish state converge. Thisbelief, in fact, can be accounted
for by the fact that Finland is, of al industrialized countries, the one that depends on its forest
industry exports the most (Raumolin 1990). Compared with other major forest-industry product
exporters, Sweden and Canada, the share of forest industry products of dl exportsisin Finland some
ten percentage unitshigher (FFIF 1999). Thisheavy forest industry dependency of Finland makesthe
development paths of Finnish companies worthy of study.

The devauation policy of the Finnish government in the past illustrates the forest-industry
dependency of Finland most strikingly. For decades the business cycle of the forest industry seemed
to govern the devaluations of the Finnish markka: Asthe cycle went into its dump, the government
was forced to devalue the markka, thus giving some relief to the Finnish forest industry in the world
market, helping it regain its competitiveness.

The forest industry, being of such importance to Finland, has raised the interests of Finnish
scholars in many different fields of sciences and disciplines. Although their interest in the forest
industry iswide-ranging, overall descriptionsand anaysesconcerning thedevel opment of theindustry
aresurprisingly few (seeNéasi, Sgjasalo & Sierila1998). Intheinternational sciencearena, considering
Finland's status as the leading exporter of printing and writing paper grades, studies of the Finnish
forest industry have remained so far under-represented.

When discussing the Finnish forest industry in the following sections, by definition, only the
chemical forest industry (paper, paperboard and pulp industries) is considered. This leaves the
mechanical forest industry outside the scope of the current paper.
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AIMSOF THE PAPER

Theam of thispaper isto describe someof the ma or changeswhich have affected the Finnish
forest industry in past decades and to present a preliminary analysis of some effects of the most
noticeable changes at the different levels of the industry's operating environment. The emphasis shall
be on the role of jointly-owned marketing associations in the internationalization process of the
Finnish forest industry companies. Therole of the associationsin the internationalization process has
by and large remained unstudied.

METHODOLOGY AND DATA

This paper follows the basic ideology of case research (Yin 1994). The data used are based
primarily on archival sources of three origins. First, annua reports of Finnish forest industry
compani es; second, magazineand newspaper articlesdealing with theindustry; and third, publications
provided by the Finnish Forest Industries Federation, mainly as a source of statistical information.

In this paper, the notion of change is important and central. Descriptions of
internationalization processes, aswel |l asdescriptions of any other strategy processes, asMelin (1992)
states, include information about change, and thus aways need be understood within a process
context. It isthe very process of internationalization, or an epoch (Melin 1992) within it, that isthe
current paper's subject of interest.

ERA OF MARKETING ASSOCIATIONS DOMINANCE

The mission of the associations were based on the idea of uniform prices for products of the
same grade of the member companies. The marketing associations functioned as the world-wide
outlet for their member companies production, and as such, reduced the cost of marketing for
individual companies. The use of jointly-owned marketing associations by the Finnishforest industry
may be considered as an originad and unique way of operating in the international markets. The
arrangement survived for 77 years before its cessation.

In a sense, the associations performed the task of making a market within afirm (Rugman
1981) for the forest industry companies, as suggested by internalization theory (Buckley & Casson
1976), without them actualy having to be involved in other than the joint financing of the
associations. The forest industry marketing associations member companies could thus reap the
benefits of internalized marketswith acost substantially lower than operating on marketsinternalized
solely by themselves. Thus, in the value maximizing spirit, as argued by Morck and Y eung (1992) -
engaging in foreign direct investment takes place, if the expected gains of applying company-held
intangible assets abroad exceed the expected cost of running aforeign subsidiary - theforest industry
companies were able to utilize scale economies by being able to operate smultaneoudy in more
markets than would have been possible if one company had had to weigh the benefits and costs
associated in running aforeign subsidiary on its own.

Themarketing associ ations promoted Finnish paper, paperboard and pul pexplicitly asFinnish,
not as a product of one individual company or its mill. The job description of the associations
consisted, not only of promoting and selling the products of the member companies, but also other
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tasks performed in their behaf, such as market research, technical support, handling the monetary
transactions, and various others.

For the association members, operating through marketing associations had its meritsaswell
as drawbacks. It was the traditional and prevalent way of conducting business in the international
export markets until the late 1980s, when the membership-counts of the marketing associations
started showing first signs of eroding. This development was caused primarily by the changesin the
strategies of the member companies, aswell as numerous mergerswithin the industry. Nevertheless,
until the year 1987, of dl Finnish paper exports, 80 percent were handled by Finnpap. It was the
single largest paper exporter in the world (Paper and Timber 2/1988).

MAJOR CHANGESAFFECTING THE ROLE OF THE ASSOCIATIONS

The changesthat took placein the operating environment of the Finnish forest industry over
the decades, namely: the economic integration; globalization; the threat posed to established
producers by emerging forest industry regions; the increasing volatility of the industry's business
cycle; the concentration of the industry through series of mergers and acquisitions, both world-wide
and in Finland; the shift towards higher value-added grades; the changing, previously sphere-
dominated, ownership structure of the Finnish forest industry companies; and their increasing and
deepening internationalization led to changesintherole of marketing associations asan export outl et
for the companies within the industry.

As a result of these changes, company after another adopted a more customer oriented
approach intheir operation. They were aiming at more direct and close contact with their customers,
especiadly in the converted products of paper and paperboard. This development was mainly driven
by the change towards higher value-added products that required more tailoring for individual
customers. As the degree of tailoring and customization to individua customers increases, a more
direct relationship with the customer is the natural, and sometimes, the only viable aternative for
operating in the market (Anderson & Catignon 1986).

In reaction to the chances, the marketing associations also aimed for more customer oriented
modeof operation. Finnpap, the paper exporters association, launched adevel opment programinmid
1980s to enhance the flow of information between the member companies, their customers, and the
association. It created a mode of operation alowing the member companies as direct contact with
their customers as possible through the association (Metséteollisuus 2/1985). Prior to the reform
marketing association and their sales subsidiaries acted asintermediaries between the companiesand
their customers.

Inthe end, astructural change process of the Finnishforest industry initiated by thetightening
international competition, the growing trend towards economic integration (Ojainmaa 1994), the
recession, and growing external pressures in the early 1990s ceased the losing-battle of the
associations. The structural change reorganized the map of the Finnish forest industry through
mergersin away seen only once before in the history of the Finnish forest industry, when the major
Finnish forest industry companies were formed (Raumolin 1990). Asaresult of numerous mergers,
the number of members of the associations declined. Smaller companies relying on the associations
astheir export outlet merged with companies that were relying in their international operations on
organizations of their own.
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RESULTSAND DISCUSSION

The central change that took place within the Finnish forest industry was the termination of
joint marketing, which was eventually ended by the European Union's competition legidation. The
European Commission required cessation of joint marketing in conjunction withthemerger of United
Paper Mills and Kymmene, the two largest forest industry companies in Finland at the time of the
merger in the year 1995.

What are the implications of the change described above from joint marketing practices to
wholly-owned marketing organizations in the Finnish forest industry? The Finnish forest industry
companies will, as will the rest of the forest industry companies world-wide strive for continued
growth to sustain their competitiveness in the more global competitive setting, to increase the
economies of scale, and to lower their unit cost. One powerful factor contributing to the growth
aspirations is the magnitude of required investments in the industry. A green-field papermill
investment is typicaly an investment of US$0.4 hillion; a green-field pulpmill an investment of
US$0.5 hillion.

Especidly inthe Central Europe there are anumber of small-scaleforest industry companies,
and the preconditions of their operation are narrowed by the continuing growth of company size. It
is becoming ever more expensive to stay in the competition, which leaves the strategic options
available for the small-sized companies, unableto grow, scarce. Thus, the structural change has not
run its course yet, on the contrary, there is till potential for acquisitions within the European forest
industry.

At the moment, as well as for the visble future, the Finnish forest industry companies are
financially strong enough to engage into substantial acquisitions without being dragged into the
besetting sin of the industry in recent history, getting overly indebted. In fact, it seems that the
markets are anticipating future structural arrangement to take place since forest industry shares have
gained in popularity.

When considering globali zation and deepening i nternationalization, the Finnishforest industry
has internationalized over the years, not only in the commercia sense (Reinikainen 1991), but also
from 1980s on production-wise through foreign direct investmentsin afast pace. It seems that the
Finnishforestindustry companieshavebeenfollowing morepluralistic motivesfor global involvement
in the geographical direction and modes of the involvement, as suggested by Dunning (1993) as a
trend of globalization. Seen against this background the diminishing role of marketing associations
becomes even more understandable. Asthe companies are integrating more closaly to their principal
markets in Europe through their wholly-owned marketing and sales subsidiaries, maintaining two
paralel channels, one of which in non-direct control, is not in the best long-term interest of the
individual companies.

Addressing the issue of globaization in the way that Alahuhta and Lahdenp& (1991) define
the concept - aslimited globalization - in which it isless a question of covering world-wide presence
in the markets, instead, more of taking advantage of the smilarities of areas and regions, not their
differences. Globalization seen thisway, it may beinferred that the Finnish forest industry companies
arein good positionsin areas set as their focal areas, both geographically and business-wise.

The Finnish forest industry companies have put special emphasis on the expansion of
production of printing and writing papers close to the markets in which these grades are mostly
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consumed, namely outside Finland. Recent statements by some of thetop mangersof theindustry are
illustrative of the development. As there are no realistic opportunities for new, large-scale units to
be located in Finland, in the future most investments will be made outside Finland,. In fact, for the
first timein the history, in year 1997 two thirds of the total investments of US$3 hillion of the forest
industry were made outside Finland (FFIF 1999). Also, what was once considered to bethe location
advantage for the Finnish forest industry, the closeness to the raw material, especially the primary
fiber source, isin the new operating environment proving to be a location disadvantage (Ojainmaa
1994) as the demand for the use of recycled fiber in both printing and writing papers is increasing.
To be ableto meet the need for increased use of recycled fiber, the Finnish forest industry companies
had to go where the recycled fiber is in abundant supply, namely the Central Europe.

In the year 1997 one third of the paper and paperboard production capacity of Finnish forest
companies was located abroad (FFIF 1998). The Finnish forest industry companies owned eighteen
printing and writing paper production units abroad. Sixteen of those units were in Europe and two
in United States. Historically considered, the countries in which the production units were located
have been the countries of most importance asexport target markets. In asense, the development has
progressed its "natural" path towards deeper internationalization and more demanding modes of
operation reflecting higher commitment to international businessactivitiesastheinternationalization
process model (Johanson & Vahine 1977) would suggest.

How do the changes that have taken place within the Finnish forest industry and in its
operating environment affect the future strategy-making of the companies then? One strategic
implication of the development has been the diminishing of the role of the marketing associations.
Thiswasaresult of number of strategic decisionsmadeinthe companiesrelated to their international
operating modes to be pursued. The role of distribution channel is growing in importance as a
competitiveweapon intheforest industry, making thejoint marketing of rival companiesanon-viable
solution for thefuture. The control over thedistribution channel bringsthe customer in closer contact
with the companies and enables the companiesto more accurately track and monitor the existing and
rising needs of the customers, and to respond to them.

The abandonment of joint marketing practices yield also total strategic freedom to the
individual companiesas compared with the need to reconcilethe contradi ctory interests often present
in the cooperation of rivals. In the prevalent situation, each company acts according to its strategies
inthe focal areas chosen, relying on its core competencies (Prahalad & Hamel 1990). It may be said
that the Finnish forest industry companies are on their way towards, not only limited globalization,
but towardsastatus of genuinely global actor with covering world-wide presenceinthe global market
place. The Finnish forest industry companies have been present in the global market place for quite
sometime, but only through their representatives of jointly-owned marketing associations. Inthe new
competitive setting, the strategic challenges facing the companies are ever more complex, and asthe
rate of change is accelerating the need for flexibility and holistic approaches increases. What will
assumethe central roleinthe strategy-making of theforest industry companies, isthe strategic vison
(Mintzberg 1994).
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ADVERTISING BY NON-PROFIT ORGANIZATIONS

Kenneth E. Clow, University of North Carolina at Pembroke
Clow@sassette.uncp.edu
Ellen Carter, University of North Carolina at Pembroke
ECARTER@erico.com

ABSTRACT

Resserch hesreveded that Americarnsfed lessaf anesd for dnaritalde arganizationstoday
andtheparcantagesdf housshd dstheat contributeto dnaritieshreve dereased by five parcat (Sage
1999). Catrary tothisgatement, pubdlic confi dancein mogt norHardfit inditutionsisinreesngard
better economic conditions will dlow for an inaease in donations if potentid donors can be
reeched The purpose o this pgpe is to exanrine the aurrat rde of advatisng by nonrofit
arganizaionsand dffer suggesionsfor thefutlure use of advertisng.

Padadvartigangisdnog non-eddent anognonardits Mog nonrditssolicit frespubic
amnounoarat timeand adivly recruit adéarities both netiond and local, as gookgparsons The
rdudanceof nonprafitsto use advartiang ishessd ontheissue of accountahility of itsdonars An
advartisng mediumthat hes nat bean fully eqaloited which fits perfectly the nmode of nonprafit
gparation is the Internet. The ddlange will be dataining funds to eqoard Internat advertisng
without dienging thar donars

MARKETING CHALLENGES

Non-profit organizations face a number of other distinctive characteristics that pose
interesting marketing challenges. The first isthe lopsided exchange process (Martin 1999). In most
circumstances, financial support received from donors represents an uneven exchange. Donors are
expected to give more than they receive. This creates the challenge of how to encourage donors to
give more when they receive much less. Donors may also feel the need to question the spending
habits of non-profit organizations wanting to know what percentage of donations go directly to end
user benefits. Donors may feel that being a contributor gives them the right to dictate how the
organization is run and how funds are allocated.

The second challenge is the indirect and lagged nature of benefits offered (Martin 1999).
Many of the benefitsfrom non-profit organizationswill not berealized by thosewho contribute. For
example, the campaign Astop smoking and live longer benefits are long-term and not realized
immediately. Campaigns such asthisone hope to promote healthier lifestylesin future generations.

Thethird challenge isthe dominance of non-financial objectives (Martin 1999). Non-profit
organizations are not driven by profits. When the organization has multiple objectives to juggle,
dilemmas are created. For example, a disease-fighting non-profit organization must decide how
much of its budget should go to treatment programs, researching a cure, or prevention programs.
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Choosing whether it ismore valuable to treat 200 disease-stricken individuals, grant 80 more hours
of research or teach 5,000 people how to avoid disease is not an easy decision.

The fourth challenge is dealing with multiple markets (Martin 1999). Non-profit
organizations must appeal to donors, supporters and users - which may require very different
marketing mixes. In some cases, appeal s used by non-profit organizationsto reach each market may
conflict.

A final marketing challenge for non-profit organizationsis that they do not have the luxury
of segmenting user markets (Martin 1999). If they do target specific groups, they are accused of
discrimination or exclusionary practices. Non-profit organizations face the marketing problem of
having to be all thingsto al people, which is a demanding challenge for any type of organization
and would spell amost certain disaster for most business organi zations. Even segmentation for the
purpose of attracting donors can be arisky venture.

ADVERTISING AND PROMOTIONAL PRACTICES

Most non-profit organizations do not use traditional advertising. Instead, they seek other
communication techniques with the goal of maximizing visibility. The few who do use advertising
have the goal of maximizing the impact of the message while avoiding any controversia issues.
(Marchand and Lavoie 1998). A common complaint of non-profit advertising is the lack of
professional courtesy (Symchak 1998).

Non-profits must be innovative due to the shortage of funds allocated for advertising. The
portion of their operating budget used for advertising is usually quite small compared to the total
budget dollars. Since most non-profit organi zations depend upon donorsto complete their mission,
visibility isessential. People need to know what the organization does and how well they doit. The
focus of local organizations is to be understood and recognized locally, whereas those with a
national or international mission must broadcast to a wide audience (Ray 1998).

In most non-profit organizations, the donor isviewed asthe customer. Questionswhich may
not be asked, but is in the mind of donors include: Will my giving generate publicity? Will | be
associated with a good name, i.e. a good organization? From a business donors, typical questions
may include: |s there opportunity for employee involvement? | s there opportunity for the donor=s
customers to give and become involved? Will the cause create a base for future customers?@
(Nucifora 1998)

Habitat for Humanity is an example of one Adonor@success story. It gives the perfect
product B homes for the needy. It offers immediate gratification B watching the house being
constructed. It offersagreat connection for the sponsors B banks and building suppliers. Habitat for
Humanity also provides the setting for employee involvement and brings the community together
in the process. (Nucifora 1998)

Successful organizations develop and cultivate their donors on acontinual basis. Obtaining
enough visibility, however, isalittle more difficult. In afor-profit service organization, marketing
programsthat gain visibility can bejudged on areturn-on-investment basis. Thisisnot truein non-
profit organizations, where the Abottom line@is fulfillment of the organization=s mission, which
is seldom measured in dollars and cents. (Ray 1998)
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Because of limited funds, organizations are reluctant to invest in paid advertising and tend
tolook for free communi cation techniques such as public rel ationsand personal contacts (Marchand
and Lavoie 1998). For thisreason, recruiting celebrity spokespeopleisincreasingly popular in non-
profit organizations. Using volunteer celebrities can save organization money. Celebrity
spokespeople have clout and their association with a non-profit organization gives an Ainvaluable
andinexpensive boost to the organization=svisibility @ Ray 1998). Cel ebritiesdraw supportersthat
would otherwise be too busy to attend organization-sponsored events.

Some non-profit organizations are using Ashock ads@to get the attention of consumersand
makethem aware of the problemstheir organization addresses. For example, the M ediaFoundation,
based in Vancouver, designed Ashock ads@to make people aware of the effect of smoking and
alcohol. In one particular advertisement the familiar shape of avodka bottle isoutlined in chalk at
the bloodstai ned site of an automobile accident. The caption at the bottom of the ad reads AAbsolute
End@ This ad is obviously a parody of the Absolute Vodka campaign with the goal of informing
readers that nearly 50 percent of automobile deaths are related to alcohol. In another ad, the
Marlboro man is shown with half of his face a skeleton. The strategy behind these types of
advertisementsisto grab the attention of the public using the very generated image that it pumped
millions of dollars into tobacco (Greenhouse 1996).

The use of promotional productsin non-profit advertising can help boost volunteerism and
participation in charity events, while serving as reminders and a thank-you for donors. Some
advantages of promotional products asameans of advertising are their practicality and versatility.
Since items such as key chains, coffee mugs, and T-shirts are useful to the recipient; they are kept
and appreciated. These items then become virtual Amoving billboards@or desktop advertisements
of the organization=s campaign. Promotional products can fit into almost any size budget and can
be distributed to a specific audience with little added cost. The Alliance for Lung Cancer Advocacy
used aunique promotional campaign to boost lung cancer awareness and increase donations. They
launched a ribbon campaign that involved mailing information cards bearing a clear ribbon pin to
peoplewho registered for afree pin on the organization=swebsite. Theideabehind the clear ribbon
pinisthat lung cancer isinvisible. Theribbons generated a 150 percent increasein donations (Slagle
1999).

Recently, some non-profit organizations are taking the Arisk@of lending their names to
products. Groups that depend upon donations for survival arelicensing their namesto corporations
and taking a share of the royalties for their efforts (Smyth 1995). One example is the Arthritis
Foundation=srel ationship with Johnson & Johnson=sMcNeil Consumer Productsunittosell apain
reliever bearing the foundation=s name. McNeil Consumer Products guaranteed more than $1
millioninannual proceedsto the foundation for arthritis research. These adsare no longer used due
in part to the involvement of state regulators. The regulators fear that the public will mistakenly
infer that these non-profits groups, as expertsin certain diseases, are backing some products over
others(Abelson 1999). A group of attorney generalsproposed six guidelinesto guide businessesand
non-profits in such situations. These guidelines state that both sides are prohibited from false
advertising, unfair or deceptive trade practices and consumer fraud. The for-profit company must
say that the non-profit has not endorsed its product, the for-profit company cannot claim that their
product is better than a competitor=s product, advertisements must clearly and conspicuously
disclose that the for-profit company has paid for the use of the non-profit=s name. Advertisements
cannot mislead the public about how buying the products will affect charitable contributions and
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advertising partnerships between a for-profit and non-profit should avoid exclusive product
sponsorships (Abelson 1999). Because of the danger of lawsuits and legal action by the FTC, this
approach to advertising by nonprofits has not gained strength.

Media coverage can generate donor awareness like advertising but without the direct cost.
Winning the attention of the press often requiresaspecific businessstrategy in mediarelations. The
press release can be an offensive tool that can be sent to the general media or to industry-specific
trade publications (Polyack 1999). A common strategy of non-profit organizationsisto usethepress
release to mention large donations that have been made and how they plan to utilize the funds. This
brings free attention to the non-profit group and their cause(s).

Newspapers are another method of distributing advertisementsfor non-profit organizations.
The Wall Street Journal (WSJ) introduced AEndowments & Donations@ a direct-response
advertising section designed to make universities, hospitalsand other non-profit organizationsmore
noticeable to the journal=s influential and decision-making corporate audience. The section,
scheduled to run about four times ayear, was started after several non-profit groupsinguired about
full and half-page ads. The non-profit groups did not have the funds available to pay for large
expensive ads, but wanted the exposure the Wall Street Journal could provide.

The Internet is a so reaching out to non-profit organizations. According to the Ad Council,
$5.2 million was spent on online public service announcement campaigns in 1997, a forty-nine
percent increase over 1996. Many industry leaders agree that the Internet is excellent for public
service announcements because the Web pages are inexpensive to produce and easy to distribute.
Non-profit campaigns can also afford to add some creativity, i.e. pop-up windows, to get the
attention of consumers online. The Internet Advertising Bureau, partnering with the Ad Council,
pledged to donate 5% of its ad inventory for public service advertising. The Ad Council=swebsite
also offers banners and ad buttons that can be previewed and downloaded (Riedman 1998).
HBN/FBN B an online guide to hunting - offers to list conservation or hunting related non-profit
organizations on their website at a 10% discount.

CONCLUSIONS

Non-profit organizations face many marketing and advertising challenges. A couple of key
success factors seem to be how innovative and creative the organization is with its advertising
methods. Inexpensive promotional item campaigns and a strong media relations strategy are good
choicestogainvisibility and promote donor awareness. Because of budget constraintsand criticisms
by donors of paid advertisements, non-profitswill have to continue using low cost communication
techniques such as public service announcements and volunteer celebrity spokes people. Effort,
however, should be made towards educating the public towards paid advertising and the benefitsit
can bring.

The biggest advertising weapon for non-profit organizations is the Internet. The Internet
continues to grow and is an ideal method for distributing advertisements. It can be used by non-
profits for publicity, public education, fundraising, volunteer recruitment, service delivery,
advocacy, research and communication. No other advertising medium offersthis power to the non-
profit. The best newsis, except for free public announcement time, the Internet isthe cheapest mode
of delivery for advertisements.

The second advertising weapon which few non-profitshave capitalized uponiscause-rel ated
marketing. Businesses want more from their donations than just athank you and alisting on some
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brochure. They want it to impact their bottom line. This change in philosophy is being spurred by
increased competition among firmsfor the same set of customers. Few markets are growing. Recent
research by Roper hasindicated that consumers like firms which demonstrate social responsibility
and are willing to financially support companies that do something positive. The synergy between
corporate brands and a charitable organization are achievable. Cause marketing is different than
putting a non-profit organization=s name on a company=s product. It involves a company doing
something positive for acommunity such as helping to restore the Statue of Liberty, cleaning up a
local stream, protecting wildlife and so on (Gaines 1998).

Because non-profit organizations are accountabl e to donorsfor the use of their money, paid
advertising will remain difficult to achieve. While working on the publics opinion of pad
advertising, non-profits need to invest heavily in Internet advertising and build alliances with
businesses interested in cause-related marketing.
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ABSTRACT

The paper examines franchise owners’ satisfaction with their businesses. Job satisfaction,
its antecedents and outcomes have been a popular topic in organizational studies while few
investigations have focused on entrepreneurial satisfaction. This is rather surprising since
satisfaction has been emphasized as a fundamental measure for individual entrepreneurs (Cooper
& Artz, 1993). Distinctively in franchising, satisfaction is a key concept in under standing channel
member behavior (Robicheaux & El-Ansary, 1975).

A questionnaire of six pages was mailed to 815 franchisees representing thirty-six retail,
service, and restaurant, café & fast food franchises. A nationwide sample represented more than
forty percent of thetotal amount of franchisorsand over half of all franchiseesin Finland. Response
rate of forty-two percent (n=339) was obtained after two mailings and a reminder post card.
Subsequently, data were enlar ged and non-response biaswasinvestigated by conducting 143 phone
interviews. After careful examination of the data sets no significant bias was discovered.
Consequently, data sets were combined (n=482). The final response rate was nearly sixty percent.

Analysis centers on questions as follows: (1) How satisfied franchisees are with their
businesses?; (2) What factor sexplaintheir satisfaction?; and (3) Doessatisfaction or dissatisfaction
affect franchise owners' commitment to their businesses? On the basis of past literature, two single
itemmeasuresand set of multipleitemmeasuresfor quantifying satisfaction were developed. Sngle
itemvariablesmeasured franchisees overall satisfactionandtheir post engagement i ntentions. Four
multiple item scales pertaining to franchise owners business domains and one multiple measure
tapping to franchisees business environment were created by principal component analysis.
Reliability and validity of the measures were evaluated. Employed statistical methods included
multivariate analyses like a regression analysis and logistic regression.

Franchiseeswerefound to befairly satisfied with their businesses. The conclusion wasalso
supported by the scores of the particular satisfaction. Also, franchisees appeared to be committed
to their franchises. Particular satisfaction components explained some forty percent of the total
variance of franchisees overall satisfaction. Moreover, itissuggested that franchisees' satisfaction
isnot only firmly associated with their post engagement intention, i.e. proclivity to join up with the
same franchise if given the opportunity, but also a causal relationship exists between satisfaction
and commitment to franchise system. Implications for both franchisors and franchisees are
presented. Also, propositions for future research are given.
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INTRODUCTION

Few investigations on entrepreneurs’ satisfaction have been made. Thisis rather surprising,
since satisfaction and its antecedents and organi zational outcomes have been a popular topic among
organizational behaviorists. “Push”, like ajob dissatisfaction from the former place of employment
has been frequently proposed as weighty factor in the self-employment decision process (see e.g.,
Cooper, 1971; Shapero, 1975; Brockhaus, 1980a). Also, numerous studies have been done to
determine reasons for employee turnover.

In hisempirical research, Brockhaus (1980a) found that entrepreneurs generally tended to be
sgnificantly lesssatisfied with their past job than normative population. According to hisresultsprior
dissatisfaction not only affected establishing a firm, but may also indirectly contribute to its success
(Brockhaus, 1980b). L ater, Brockhausand Dixion (1986) examinedjob satisfactionthat New Zealand
entrepreneurs had with their past jobs. Entrepreneurial education and itsimpacts on job satisfaction
wereresearched by Hornaday and Vesper (1982). They concluded that those who were“working for
mysaf” and had entrepreneurial education, had higher genera job satisfaction than those with the
same education but who were “working for others.” Cooper and Artz (1993) focused on the
determinants of satisfaction of entrepreneursintheir longitudinal study. They emphasi zed satisfaction
as afundamental measure for individual entrepreneurs. They found the causal relationship between
the performance and satisfaction - the higher the levels of performance, the higher the levels of
satisfaction. In addition, they stressed the connection between satisfaction and intention to continue:
“...entrepreneurial satisfaction bear upon decisions by individual entrepreneurs about whether to
continue or close down their ventures,...”

Morerecently, Jamal (1997) and VandenHeuvel and Wooden (1997) have conducted research
dealing with entrepreneurial satisfaction. Jamal did not find expected difference in job satisfaction
between the self-employed and sa aried people, although the salf-empl oyed experienced significantly
higher job stress and reported more psychosomatic health problemsthan did their non-self-employed
counterparts. The findings of the study conducted by Vanden Heuvel and Wooden provided amore
sophisticated picture of the job satisfaction of self-employed people. They concluded that self-
employed contractors were not generally found to be significantly more satisfied with their jobsthan
wage and salary earners, but this result hinges on the degree to which contractors are independent
of the hiring organization. The higher the perceived independence was, the greater was satisfaction
experienced and vice versa. Thus, self-employed people are not a homogenous population as past
research has implicitly assumed.

While there is dearth of research on the smal business owners entrepreneurial satisfaction
in the field of entrepreneurship, plenty of inquiries on the franchise owners' satisfaction have been
made in the fidd of marketing. Latter orientation has devel oped from the management needs of the
channel of distribution. This study derives theoretical framework from both research orientations.
Satisfaction isresearched in the franchising context. Specificaly, the analysis centers on franchisees
overall satisfaction, and explaining their overall satisfaction viaparticular components of satisfaction
pertaining the businessdomains. Finally, therelationship, that isapotential dependence and causality,
of the satisfaction and commitment is examined.
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BACKGROUND

The notion of job satisfaction has been defined by Locke (1976, 1300) as a pleasurable or
positive emotional state resulting from the appraisal of one’'s job or job experiences. By using a
theoretical framework based on discrepancy theory, the entrepreneuria satisfaction is shown to be
related to a gap between actual rewards or performance and the individual’ s goals or expectations.

The discrepancy theory is well-established among the body of literature organizationa
behavior and psychol ogy dealing with determinantsof job satisfaction. Past empirica findingsprovide
a strong support to discrepancy theory, since nine out of ten studies which applied it found a
significant relationship between subjects’ satisfaction levels and a perceived gap between what they
currently have versus what they anticipated to have (Michalos, 1986). Therefore, in this study,
franchisee’ s satisfaction isdefined as afit or perceived congruence between franchisee expectations
and experience.

Satisfaction is one of the key concepts in understanding channel member behavior
(Robicheaux & El-Ansary, 1975). Walker (1971) found that satisfied franchisees had the following
characteristics: (1) they expressed a favorable attitude towards both the various controls in their
agreement and theincome/inputs ratio associated with their operations; (2) they wereworking fewer
hours and earning more money than they had expected; and (3) they perceived the parent company
as fair-dedling and their unit as successful. In smilar vein, Hunt and Nevin (1974) suggested that
franchisees satisfaction may lead to higher morale, larger collaboration, rarer terminations of co-
operation relations, fewer lawsuits, and decreased needsto seek protectivelegidation. According to
Robicheaux and El-Ansary (1975) satisfaction among channel partnersresultsingreater productivity
within the channel of distribution. Likewise, Lusch (1976) proposed that satisfaction in the channel
canreducefriction between parties, lower dysfunctional conflict, andincreasechanne efficiency. Also
he argued that franchisee satisfaction isbased on a domain of items over which the franchisee could
be satisfied or dissatisfied with the franchisor.

Later, Hing (1995) applied a buying behavior theory in the franchising context. Her analysis
centered on post-purchase franchisee satisfaction and intentions raising from satisfaction or
dissatisfaction. According to her findings, satisfaction led to positiveintentions, i.e. favorable word-
of-mouth and attitude of purchasing the franchise again. Lately, Morrison (1996 & 1997) examined
franchisees' job satisfaction, personality traits, organizational commitment and performance. She
found that certain traits along with three job characteristic factor related to franchisor support,
operational characteristics, and franchisor restrictions had significant influence on franchisee job
satisfaction. Moreover performance, organizational commitment, congeniality of franchisor relations
and intention to remain had significant positive correlation with satisfaction.

RESULTS

The demographic data of the respondents are given in Table 3. The participation rate of
women in franchising, nearly fifty percent, appearsto be much higher than in other self-employment.
Slightly less than one third of the self-employed people are females in Finland. The service intensity
of franchising may partly explain females higher participation rate. Respondents age ranged from
18 to 64, average being around 42 years. Mostly informants were married. Franchisees represented
ahighly-educated group, six out of ten had acollege degree, compared to the average education level
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of Finnish smal businessowners. Someonethird had previous sdl f-employment experiencewhen they
entered into franchising, while amajority had a salaried job in the private sector. Interestingly, equa
amounts of respondents were either unemployed or had a public sector job when they signed a
franchise contract.. The length of franchise experience ranged from one month to twenty years, the
average being four years and one month.

The mgority of the franchisees firms were limited companies. Also, they were micro-
enterprises, employing less than ten employees and generating an annual turnover of 1.6 million
Finnish marks (i.e. roughly $275,000) on the average. An extensive portion of the franchiseeswere
single-unit owners.

Multiple item measures were extracted by employing principal component analysis with
varimax rotations (SPSS 9.0). Five distinct and interpretable components emerged (see Table 4).
Find solution covered 23 items out of 26 origina ones. The religbility of the 23-item linear
combination was .92, indicating coherent selection of the items. Two itemswhich were omitted due
their statistical properties were: “outlet’s site” and “other franchisees performance.” The former
appeared to be a unique variable which was not strongly loaded in any component. Top levels of
satisfactionwith outlet’ ssiteswasrecorded (mean 5.70, SD 1.34). Thelatter had thelowest standard
deviation of al variables, thus it had low discriminating power. Its mean score (4.79, SD 1.04)
showed that a fair satisfaction exists. It also implies that free riding is generally not perceived as a
prevalent problem in the sampled franchise systems. All variables had aloading exceeding .45 - and
no cross loadings rose. Similarly, communality values were more than .55 giving the highly
explanative outcome for the solution (71% out of the total variance). Factor scores of the
components were saved as variables, as well as conventional sum-variables were compressed.

The convergent validity (i.e. correlations) and rdiability (i.e. Cronbach’s Alphas) of the
created satisfaction measures were tested. All the correlations came out positive, as expected, and
statistically significant. Results of the validity evaluation is presented in Table 5. Moreover, five
measures of the particular satisfaction showed very sufficient reliability. High aphavalues confirmed
the interna consistency of the summed scales.

Even though, one fifth of the franchisees were somewhat dissatisfied with their businesses,
mostly franchise owners tended to be relatively satisfied (see Table 6). A clear mgjority, Six out of
ten respondents were satisfied, while every fifth turned out be very satisfied indicating that their
experiences of franchising had been unexpectedly positive.

The same amount of respondents who expressed that franchising had met their anticipation,
inclined to commit to their current franchise, while seven percent were readily joining up with other
franchise system. Fewer than every seventh informant showed that they were prone to establish an
independent businessinthefutureinstead of continuing asafranchisee. Respectively, smilar amounts
of franchiseeswere hesitant of their decision. Less than five percent indicated that they would not be
interested inany kind of self-employment. The smallest group werethosewho said that they wouldn't
consider any franchise opportunity. The franchisees post engagement intentions are shown in Table
7.

Theresults of the logistic regression analysis should interpret cautiously and with restraints.
Positive coefficients of the satisfaction indicatethat the probability to join up with the same franchise
increases. Thisimpact issignificant among al the satisfaction measuresincluded inthe model. While
the goodness-of -fit-test indicates a proper model and the level of correctly classified casesis also
good, thelog likelihood refersto an inadequate model. However, cross tabul ation analysesindicated
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again that strong positive and statistically significant ( p <.000) dependence exists between the
“Ongoing Support”, “Finance’, and “ Work as a Franchisee” variables of particular satisfaction and
intention to join up with the same franchise system. As assumed, those who wanted to join up with
the same scored higher on these satisfaction measures than their counterparts who preferred other
options. All the T-test results were significant at the .000 level. This does not apply to “Franchising
Climate” and “Market Performance” which were excluded from the logistic regression model dueto
their insignificance.

DISCUSSION

The paper set out to explorethree research questions. First, how satisfied are franchiseeswith
their businesses? It was found that generaly franchise ownerstended to be rather satisfied with their
businesses. While awhopping mgjority (60.7%) stated that franchising met their initia expectations,
there was two groups of similar size, both accounted one fifth of the respondents, who had either
unexpectedly positiveor negative experiences. The mean, median and modeof the overall satisfaction
was 3.00 indicating average satisfaction level on the scale varying from one to five.

The second research question penetrated to particul ar reasonswhich may explain franchisees
satisfaction or dissatisfaction. It was discovered that four out of five measures created to quantify
franchisees particular satisfaction explain significantly their overall satisfaction. In detail, linear
regression pointed out that the components which accounted franchisees' overall satisfaction were
as follows: “Finance” (i.e. profitability and financial standing of the franchisee's business, and
his/hers personal income), and “ Ongoing Support” (i.e. franchisor's services and their quality,
franchisor’s overall performance), “ Work as a Franchisee” (i.e. franchisee’ s work load and tasks)
and*“ Market Performance” (i.e. known brand, franchisor’ s market position, image, and franchisor’s
competitiveness). These particular components of satisfaction explained statistically forty percent of
thetotal variance of overall satisfaction. Also, the mean scoresof the parti cular satisfaction supported
the conclusion that franchisees are mostly fairly satisfied. The mean scores varied from 3.90 (for
“Work asaFranchisee”) to 5.49 (for “Market Performance”) in the scale of oneto seven, indicating
satisfaction levels of neutral to somewhat satisfied or satisfied.

The last research question was. “Does satisfaction or dissatisfaction affect on franchise
owners commitment to their businesses?’ Results showed that a strong positive and statistically
significant correlation exists between the satisfaction and post engagement intention, i.e. inclination
to continue in the same franchise system. Thus, those who wanted to take up the same franchise if
given the opportunity had significantly higher satisfaction scores than those who preferred other
options instead of staying in the same franchise system. Also preliminary support was found that
satisfaction indeed causes the increased probability to continue in the same franchise system.
Didtinctively, “Ongoing Support”, “ Overall Satisfaction”, “Work asaFranchisee” and“ Finance” were
components of satisfaction which had considerable impact on the decision of whether to remain or
turnover. Rather surprisingly, “Market Performance” did not contribute the model. Nonethel ess, the
empirical findingsof Spinelli and Birley (1996, 324) may explainthisobservation: “ Clearly, aprinciple
reason for utilizing franchising as a growth mechanism is to build brand equity. Franchisees do not
eguate the relationship with an equity building exercise... These assets are less transferabl e than other
assets and therefore if the franchise relationship is ended, these assets are lost (or diminished more
than other assetswhich are moretransferable).” To find moreempirical evidenceto verify the model,
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i.e. the causality between sati sfaction and intention to continuewith the samefranchise, adiscriminant
analysiswill be utilized in the further analysis.

By and large the results of this study are congruent with earlier findings regarding profiles of
Finnish franchisees and their businesses (Koiranen, Hyrsky & Tuunanen, 1997a; 1997b). Only one
earlier study on franchisees satisfaction has been reported in Finland (K oiranen, Hyrsky, Tuunanen
& Laakso, 1997). That exploratory inquiry was carried out with a much smaler sample. Theresults
of the study have real value in Finland. Cross-cultural considerations should be done with some
constraints. For instance, franchising cultureisgtill initsinfancy in Finland - the average starting year
of franchise systemsis 1989 (Tuunanen & Koiranen, 1998). Thisimmature stageisrevealed as short
franchiseetenure of respondentsor low portion of multiple-unit franchise owners(for the comparison
see e.g. Gallup, 1998; Morrison 1996).

Implicationsof thestudy areinterest to both of franchiseesand franchisors. Franchiseowners
satisfaction has an effect on the future success of franchising viadesirability of career asafranchisee.
Dissatisfied franchisees post engagement intentions have at least dual consequences. First, the
goodwill, like image and reputation of the franchise system, will be damaged and diminished. Less
contented franchisees are not likedy to recommend the franchise to others (Hing, 1995).
Consequently, this will harm the recruiting future franchisees. In this study, respondents ranked
current franchise owners the second most important information source when making the decision
whether to take up this franchise. Nearly, six out of ten prospects did consult the current operating
franchise owner. Second, a franchisee turnover is a costly and dysfunctional incident to franchisor.
It may eventemporarily disturb customer serviceat acertainlocation. The harmful consequencesmay
accumulate now, when there isatense competition of scarce qualified franchisee candidates. To sum
up thediscussion onimplicationsconcisely, it may establishthat findingsof thisstudy pinpoint certain
factors that are crucia inintensfying franchisees commitment and avoiding their harmful turnover.
Also, these results determine particular components of franchising relationship that potential
franchisees should look into when considering entering into franchising.

Findingsof thisstudy can beverified through replicating theresearch. Cross sectional research
design may be regarded a limitation of the study. Longitudinal research would be afruitful avenue
to reveal dynamics of franchisee satisfaction. Also, afollow up research would expose the redlity of
franchisees’ post engagement, i.e. did those franchiseesredly resign who manifested that they would
prefer other options instead of continuing in the same franchise system and vice versa.

Efforts were made in avoiding weaknesses that might considerably diminish the value and
usefulness of the results. First, the study was made with arelatively large sample. Response biaswas
properly examined, although the initial response rate was high and suggesting minor bias. Created
measures were based on extensive literature analysis. Also the validity and reliability of the scales
were evaluated. Results can be generalized to the population of the study. Bearing in mind
representativeness of the sample, findingsportrait the actuality of Finnish franchisees’ businessesand
attitudes.
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ABSTRACT

TheYear 2000 Prddem-or Y2k, asit hesbecomeknoan to someexpats isnow yoonus
and nobody hesany excusefor nat bang prepaered for it. Enterprissswarldwide have beanforoed
to grgpde with the millennium bug, a computer progranming ditch thet threatensto YoM peout
bark acocounts finandd dataments, and data beseswhen the year 1999 becomes the year 2000.
The wdl-publidzsd millennium bug prddem hes its roats in the early dages of conputer
devd opmant. Whenthefi r4 conputarswerelbangdevd oped, Joacewesataprarium Inandfort
to meximze scarce conpule menory, prograngs gt the fird two digits out of the year
desgnation, o that 1997 reeds mardy 97. Theordicaly, when theyear 2000 arrives Q0% df the
worldscomputerswill think it is1900, aeatingd| kindsdf dhaos Acoording to nogt consenvetive
egimates fixing the millenniumbug will cost American businesses betwean $80 billion and $150
billion.

Whileanterprissswarl dwi dehavelbeanpreccoupi edwiththemillenniumibug, they havepaid
Lan atention to andthea evant of much greater longterm agnificance BExadly one yeer bdfore
theyear 2000 blazssitstrail ovear worldwide computer systens enterprisssworldnwidearegaingto
have to ded with aaha equdly apocayptic event that could dfect many key software
godications BEurgpesnew aurracy, cdled thearo Theaurowill repace the national aurrendes
of the 11 countriesthet janed the BELropean Mondary Union, ar EMU, on Januaery 1, 1999,

Thearagared asngeauraxyinauguraesthenavBurope Thearrowill bethegreat
lubricator of the Burgoeen Union's "snge market.” 1t will affect conpanies Worldwide that do
busness in Burgoe whether they are besd in Sradoourg, Faoe Sraudoag, Ganary, o
Srusburg, Virgnia. Nevear bdarehaesa group of countries sucoessfullly attented to introduce a
conmonauracy onsuchascaewithout dsoforming a political union, nor have political leaders
worked together so long to overcome historical divisions born of language barriers, cultural
differences and war.

For the first time since the fall of the Roman Empire, these countries will come under the
umbrella of a common currency. The creation of the EMU and the introduction of the euro will
prove to be a remarkable development in international relations and carries far-reaching
implicationsfor theinternational monetary system. Thisopinion isechoed by observersaround the
world, including Mr. Larry Summers, United Sates Deputy Secretary of the Treasury, when he
commented, "The EMU promises to be the most dramatic change in the international monetary
system since the breakdown of the Bretton Woods system over 20 years ago."”

Compared to the millennium bug, the euro isa far more complicated problem for the info-
technology industry, Rather than merle converting code and date, the euro will require the ability
to manage dual currencies. Many programs, files, data bases, screens and reports containing
referencesto financial information will need to be modified, The euro implementation affects most,
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if not all, aspects of a company's operation. Thus, the effects of the euro will be far-reaching, and
the cost and complexities associated with conversion could exceed those of the millennium time
bombissue. Itisestimated that the euro'sintroduction will cost companies as much as four-to-five
timesthat required for theyear 2000. Thisisbecause technology and personnel costs would mount
over alonger timeframe. Thisexpenseisnot just a European problem. It affects any company with
division, partners, or customersin Europe.

In essence, the introduction of the euro is much more than a transactional issue. Itisa
strategic issue, affecting companies at every level of their operation. The eurowill have functional
implications in six key -areas:

Marketing, distribution and purchasing;
Production;

Accounting and finance;

information technology;

Human resources; and

Legal

While the euro will have functional implicationsin six key areas, the objective of this paper
isto focus exclusively on the impact of the euro on marketing policies. The advent of the euro will
be a major upheaval for marketers. Marketerswill bein thefront line during the transition period,
They will come face-to-face with customers who may feel confused or even distrustful asthe euro
is introduced.

Overall, the impact of the euro conversion on marketing strategy is pervasive. This paper
aims to provide marketerswith practical illustrations of how the euro could impact their activities
and how they should prepare for it. More specifically, the objectives of this paper are three-fold.
Thefirst objectiveisto provide a brief overview of devel opments|eading to the creation of the euro.
The second objective is to analyze the pros and cons associated with the introduction of the euro.
The third objective isto discuss the impact of the euro on the 4Ps of marketing, namely by focusing
onpricing policies, promotion policies, product policies, and placeor distribution policies. Overall,
the paper emphasizes that the advent of the euro will have profound implications for marketers.
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ABSTRACT

Japan’ s postwar economic boom slowed in the late 1980s and was followed by a decade of
dow growth and a deep recession. To get back on the growth track, many of Japan’s leading
economists suggest that fundamental changesin structures and economics policies have to be made
for this mature economy to compete in the new global marketplace. Many of these economic
reforms must address Japan’ s three excesses—manufacturing capacity, financial debt, and labor.

As Japan begins the new millennium with much needed economic reforms, a new Japan will
emerge.

INTRODUCTION

Japan, the nation that was once predicted to surpass the U.S. economy is now struggling to
reviveitself. As Japan entered the 1990s, the brilliant economic system and developmenta growth
policies that Japan put into place after World War Il have become obsolete. As a mature
industrialized nation, Japan must implement some sweeping structural reforms to be competitivein
the global marketplace. Without these economic reforms, Japan’s Ministry of International Trade
and Industry (MITI), warnsthat the fastest growth rate that Japan can sustain between now and 2010
isonly 1.8 percent. Thisis a drastic decrease for a country that had been growing at 4 percent
throughout the 1970s and 80s. (5)

JAPAN'S THREE EXCESSES

So what has caused the collapse of Japan’s so-called “bubble economy” in early 1990s?
Many economists see the root of Japan’ s problems as the structures, policies, and menta habits that
were instituted to help Japan’'s postwar recovery. While many of these economic policies were
necessary in the early stages of development, they became obsolete as Japan moved into a mature
economy. Continuing withthese obsolete policiesresulted in three excesses-manufacturing capacity,
financial debt, and labor—that Japan must resolve if it isto recover as a strong industrial nation. (4,
5, 6)

EXCESS MANUFACTURING CAPACITY
Many of the early measuresto help Japan regain its economic strength included protectionist

measures such asimport quotas on foreign-made goods, massive subsidiesto aid inefficient, domestic
enterprises, and authorization of export cartels (keiretsus) to foster domestic industrial takeoff.
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Japan’ sfocused much of itsefforts on protecting and investing in its domestic industries, rather than
encouraging such industriesto learn how to compete through economies of scaleand learn-by-doing
efficiencies. This*“invest and protect attitude” of inefficient, non-competitive domestic industries
became a root cause of its excess capacity problem. While Japan’s exporting industries dominated
world markets in televisons, stedl, cars, electronics, and computer memory chips, its domestic
foundations were largely going unnoticed by its leaders and the world.

Throughout thisperiod of economic growth someeconomistsdetected the building of Japan’s
deformed dual economy—a dysfunctional hybrid of super-strong exporting industries (autos and
electronics) and super-weak domestic sectors (food processing and textiles). Japan was investing
nearly 35 percent of its GDP to get the same level of growth that a typical country could have
achieved with 25 percent. Aslong astheefficient Japanese export companies could prop up the weak
domestic sectors, al appeared well from an outsider’sview. Inthe meantime, however, companies
such as Toyota were paying higher pricesto domestic suppliersfor glass, rubber, basic steel, and so
forth. These higher prices were, in effect, subsidies to inefficient, non-competitive domestic
suppliers. By the late 1980’s, Japan’s leading export companies found it harder to bear the burden
when faced with high costs at home and arising yen. (5, 6) Foreign consumers refused to pay the
higher prices of Japanese products making it more difficult for Japanese exportersto compete inthe
world market. One by one Japan’s efficient exporters moved to overseas manufacturing to lower
material and labor costs. Many of these investments were made in the Asian countries to rebuild
Japan’s image in the region and to strengthen its economic position in the world market. All was
going well for Japan until the economic downturn in the 1990s, only to be followed by the Asian
financial crisisin 1997.

EXCESSLABOR SUPPLY

As more of Japan’s exporting industries moved overseas, a new labor force in developing
nations was being created. Following the Asian financia crisis in 1997, many of these overseas
factories had to be shut down, thereby reducing the excess labor force outside Japan. Such actions
do not create a favorable image of Japan. However, inside Japan, the government continued its
investment indomestic companiesand protection fromforeignimports. Long, inefficient distribution
systems were being created to help the small shop owner stay alive, and the keiretsu structure
protected the larger ones. The keiretsu structure is formed around a holding company surrounded
by severa core companiesincluding banks, trading companies, insurance companies, and other key
companiesthat work inthe best interests of each other. Even among the Japanese workerstherewas
the protection of lifetime employment policiesthat restricted layoffs. Few Japanese workersfelt the
pains of unemployment and the Japanese consumer remained unaware of the high prices of domestic
goods compared to other competitive markets. Only those Japanese consumersthat traveled abroad
recognized the price differentials in goods.

Today, Japan’s unemployment rate in Japan is a arecord high of 4.4 percent, which many
countrieswould welcome. But, Japanese workers have long been used to full employment, and these
times are becoming quite unsettling for them. Many workers in large companies such as Sony,
Toyota, and Mitsubishi, thought thelifetime employment policy would providefor them evenif there
wasn’'t much work for them to do. Whereas in the past, the government banned temporary workers
from most industries and temporarily regulated any agency from providing temporary staff, today
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large companies are allowed to hiretemporary workers as needed. Also, in the past the government
allowed companiesto apply for “employment adjustment” subsidiesto avoid shedding labor and did
not allow for pensions to be portable. (2, 3) The Japanese employers federation now claims that
having such aninflexiblelabor market, such barriersto changing jobsaccount for almost three-fourths
of Japan’ sunemployment. As Japan’s economy attempts to recover, cheaper part-time workers are
replacing full-time workers. These full time workers are finding it even more difficult to land ajob
at small companies because even small companies are cutting back workers.

Theironic part isthat while Japan faces alabor surplus now, the next decade will bring about
an opposite effect. Japan’s birth rate has been declining steadily over the past decade and it is
estimated that by 2007, 20% of Japan’s population will be 65 and over. By 2025, 87% of Japan’s
population will be 65 yearsand older. Today Japan’ slife expectancy is 76 years compared with the
U.S. figureof 73. (2) Low birth rates combined with an aging population suggests that in the next
decade or so, Japan’ slabor shortage will result infewer workersto generate the needed tax revenues
to support the health care needs of an aging population. These contradictory labor problems are
creating havoc in planning for Japan’s economic recovery.

EXCESS FINANCIAL DEBT

By thelate 1980s, Japan seemed on the verge of doing in finance what it had done previoudly
in manufacturing. Japan’s banks, some of the world' s largest, were spreading out internationally.
At one point they accounted for 17 percent of the new loansin the U.S. Instead of investing the
dollars Japan earned on its trade surplus into new production facilities at home or abroad, the Bank
of Japan and other financid ingtitutions lent Japan’s trade surplus back to the U.S., mainly by
investing itsexport receiptsin U.S. Treasury bonds. Ironically, while Japan used its export earnings
to finance the US government's budget deficit, it ran agrowing domestic budget deficit of its own.
The problem was not that itseconomy lacked savings, but that it had too much savings. The Ministry
of Finance palicies fueled the economic bubble by directing these savings into real estate and the
stock market. The “economic bubble’ refers to the sharp speculative run-up in asset prices from
investments in stocks and real estate that occurred in the mid-1980s. (4, 6)

Bad fisca policy reinforced bad monetary policy. While Japan lowered interest rates and
diverted savings into real estate and stock market speculation, it also cut taxes on capital gains
(mainly land-price gains) and the upper income brackets. These tax cuts created more money for
speculation inred estate, stocks and, increasingly, for speculation abroad. Meanwhile, the tax cuts
reduced the government's revenue, obliging it to issue bonds. In effect, it borrowed back from
wealthy investors and financia institutions the money it no longer was collecting from them in the
form of taxes. Even as Japan's savings continued to grow, fed by huge capital gainsin real estate
and stocks, its economy became more debt-ridden, i.e., itsratio of private and public debt to national
income grew. Japan also became more tax-ridden; its taxes increased relative to nationa income.
Thiswas largely because of the need to pay interest on the growing public debt was being increased
asaresult of cutting taxes for the wealthy, especially for real estate and stock market investors. (4,
5)

Whenthe Asian currency crisishitin 1997, Japanese banks were the mgjor victims. They had
lent large amounts to East Asian governments and to major businesses, including those owned
domestically as well as Japanese-owned affiliates. When foreign currency speculators sold local
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currenciesand dumped stocks, many of these Asian businesses that had borrowed dollars found that
their local salesrevenues (indomestic currencies) could not pay their dollarized interest and principal
dueontheir loansfrom Japanese and other foreign banks. Japanese bankswerethelargest creditors,
and hence were the once l€eft in the most exposed position in the face of the Asia- wide currency
crisis.  Thiscreated the irony that the nation with the world's highest and most conspicuous saving
rate would emerge from the Bubble and its "clean-up" process as one of the world's most heavily
indebted countries. (4)

JAPAN’'S STRUCTURAL REFORMS

Japan’ ssupply side problem of low productivity created asystem that protected theinefficient
sectors at the expense of efficient sectors. On the demand side, Japan found it difficult to operate at
full capacity. The dua economy had so distorted the normal economic mechanismsthat Japan was
chronically unable to consume dl that it produces. Unlike other mature economies, persona
consumption has not risen to take up the dack and Japan now suffers from a chronic deficiency of
purchasing power. Some of the following changesto remedy these supply and demand problems are
discussed below: (5, 6)

To remedy Japan’'s supply side problems, MITI’s economists recommend the following
measures. reform the economic and socia systems, promote market competition, and facilitate
greater mobility of personnel, capital, technology, and other management resources. Currently
underway are adjustmentsto the pension systemto allow greater |abor mobility. Also, therearesome
developments to consolidate accounting and taxation systems to allow greater flexibility for
corporate reorganization with holding companies and company divestiture. On the tax side,
corporate tax rates will be reduced to 40 percent, about the same leve asin the other mgjor nations
and preparations are underway for consolidated taxation starting in fiscal 2001.

The creation of job opportunities in industries is also crucial for Japan's economic future.
Deregulation isakey factor inredressing thissituation. Major progress has already been achieved in
avariety of areas such as: abolishing the Large-Scale Retall Stores Law, eliminating government
approval of telecommunication rates, and removing supply and demand control sunder the Petroleum
Industry Law. Financial institutions are a'so developing new products and services, and making
efforts to develop new industries in a wide range of areas, such as medical care, socia welfare,
telecommunications, distribution, logistics, biotechnology, aternative energies, and energy
conservation.

Japan is aso actively inviting foreign direct investment to create a more efficient economy.
Many of the closed doors are just beginning to open to foreign companies. These reforms are not
only intended to improvethe businessenvironment for Japanese companies, but foreign firmsaswell.

IMPLICATIONS FOR JAPAN’'S CONSUMERS

So where to these economic reforms leading and what are the implicationsfor foreign firms?
AsJapan lowersitsshield onitsprotectionists’ policiesand welcomesnew competitors, thereislikely
to be a new strong Japan emerge and a new type of consumer. Japan is a mature nation with alot
of untapped purchasing power that is ripe for international trade. Japan is a savings society, not a
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credit society like the United States. Americans are risk-takers, but Japanese are drilled to be
cautious and to respect bureaucrats, but these attitudes are likely to change with the new economic
policies being instituted and the new financial productsto be offered. With the proposed economic
changes, it is very likely that a new empowered Japanese consumer will emerge and that this
consumer will continue to demand high quality, but better value and broader choice of productsand
services. (1) Already many of the economic reforms being implemented by the new administration,
under Prime Minister Obuchi, have taken effect and are benefitting Japan’s consumer. The strong
keirtsus are weakening under pressures of deregulation, import quotas are being lowered for more
foreign goods in Japan’ s markets, and the protection of the inefficient businesses have been lifted to
create amore competitive environment. What will be seen from all these changesisanew marketing
environment that will feature more demanding consumers, both fragmented and concentrated
channels of distribution, and a fast changing technological landscape.

Some of these changes are happening now as many superstores such as Wal-Mart, Toys
R"Us, Gap, and other U.S. retailers move into Japan in recent years with great success and are
transforming Japan's distribution system in the process. These superstores are not only offering
national brandsthat previousy were the consumer’ sonly choice, but also private brands priced more
reasonably. Imports are becoming more readily available and are often cheaper than their domestic
counterparts. Pricing has aso become moreflexible, with retailersworking furioudly to cut ayen or
two off theitem’ spriceto gain an edge on competition. Today Japan’ s more enterprising consumers
are bypassing Japan’ sdistribution system compl etely by mail-ordering goods from abroad or ordering
viathe internet for more competitively priced products. ( 1) When Japanese recession eventually
ends and the economic reforms are put into place, there will be a new empowered Japanese
consumer. Consumer empowerment is making Japan an easier place to live, and will eventualy
become a place where the consumer is truly the king.
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ABSTRACT

To investigate how expert and novice consumer s decide to stop acquiring information and
choose a brand in a sequential choicetask setting, weexamined the usage of two stopping strategies,
the Core Attribute heuristic and the Difference Approach strategy. Experts were observed to use
about the same amount of information as novices, but to rely more heavily on the Core Attribute
heuristic. Expertswerealso moreableto discriminate between closely ranked alternatives. Astime
passed, the required level of differentiation between the two brands diminished more quickly for
experts than for novices.

INTRODUCTION

Very little is known about how consumers actually make decisions. Indeed, it is practically
impossible to predict which brand a consumer will choose based on the amount of information
avallableto that consumer. Theliterature of information search and acquisition is mostly normative
(i.e., prescriptive) in the tradition of economics: Additional information should be sought aslong as
the benefits of the information acquired outweigh the cost of its acquisition (e.g., Stigler, 1961).
Behavioral research ismore descriptive in nature: How do people actually make decisions? Instead
of considering dl relevant information prior to making a purchase, consumers use various strategies
to decide when to stop acquiring product information and to commit to one brand. Payne (1982),
for example, observed that consumersO choice processes are largely contingent upon the complexity
of the task (i.e., how many brands and/or features are being considered), with different strategies
being used for more complex decisions than for smpler ones. Consumers, however, can acquire
information in many different ways. Oneway is sequentially, one piece of information at atime, one
pieceafter another. When consumerseval uate product information sequentially, theessential decision
is not which alternative to choose, but when to stop acquiring information (Saad & Russo, 1996).

PREVIOUS RESEARCH

Researchershave advanced competing hypothesesto explain how consumersacquire and use
information sequentialy. One of is the Core Attributes (CA) heuristic, according to which,
consumers acquire and consider a pre-determined set of core attributes about several brands, then
choose the brand that is ahead at that point (Busemeyer & Townsend, 1993). Another hypothesis
is the Difference Approach (DA), in which consumers stop looking after they reach a desired level
of differentiation between two brands being compared (Aschenbrenner et al., 1984). Saad and Russo
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(1996) found that both approaches were used by different decison makers. The crucia factor in
determining when decision makers make use of the CA heuristic is whether they have control over
the order inwhich informationisacquired. Saad and Russo also found that decision makers utilizing
adifference approach had stopping criteriawhich did not remain fixed. That is, the threshold for the
degree of differentiation required for choosing between two competing brands was lowered as the
number of attributes evaluated increased. Said adifferent way, smaller differences counted more as
more and more information was considered without a clear winner appearing.

Thesefindings, however, are likely to be moderated by decision maker expertise. In generdl,
expertsare knownto differ from novicesintheir decision-making ability. But the question of whether
they differ in their use of information when making a purchase decision remains unanswered,
especialy for information acquired sequentially. Shanteau (1992), for example, noted that there is
no differenceininformation usage between expertsand novices. Devine& Kozlowski (1995), onthe
other hand, found that experts use more information.

RESEARCH OBJECTIVES

The current study aims to shed light on the matter by investigating the effect of product
familiarity, or experience, on the choice process. We do this by taking into consideration the
characteristics of the consumer when making a purchase that is either complex, expensive, or
otherwise important. If he or she is an "experienced" buyer, then that consumer may feel more
comfortable acquiring less (but more useful) information than aninexperienced buyer. That suggests
that CA heuristic usage may well be different for the two consumers. On the other hand, if the
experienced consumer makes hisor her choice only after finding a suitable difference (DA) between
the two brands, isthat difference greater or lesser than for the less-experienced buyer? Based on this
reasoning, our three hypotheses are:

H1: Experts make more use of the CA heuristic because they can identify the most
important attributes.

H2: Because of greater use of the CA heuristic, experts acquire less information.

H3: When expertsutilizeaDA strategy, their required difference-thresholdsdecrease
at afaster rate because they understand that either of two brands would be a suitable
choice.

METHOD

Thirty-five students recruited from an introductory marketing course at a medium-size West
Coast state university agreed to participate in return for extra course credit. Participants were
exposed to awell-structured decision problem in which they were directed to choose between two
brands of compact-35mm cameras. The choice task was presented on a personal computer using a
specia purpose-built software program described below. The program recorded the activity of the
subject in the task, which allowed the data to be retrieved later by the researchers. A moderately
expensive, durable consumer product familiar to typical college students was used in the study to
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ensureareasonably highlevel of involvement in the choice process. Compact cameraswere selected
from several products identified in pre-tests as potentially appropriate (price range: $25D$300).

SubjectsO initid knowledge of the product was assessed by their performance on a short
multiple-choice test. The questions were selected on the basis of earlier pre-tests. An example of a
guestion from the knowledge screening test is. "The cameralens providing animage most nearly like
that of the human eyeis(chooseone): 25mm, 35mm, 40mm, 50mm, 75mm?" Scores on the objective
test were used to screen for low and high levels of knowledge. Those scoring low on the test were
assigned to the "novice" condition (N = 29); those scoring high were assigned to the "expert"
condition (N = 6). The difference between the numbers of expert and novice subjects reflects the
difficulty of finding highly-knowledgeable participants.

During the experiment subjects met in adedicated computer |ab equipped with 20 Macintosh
computersrunning the Dynamic Sequential M ulti-Attribute Choice (DSMAC) program (Saad 1997).
First, an experimenter described the task, then provided a demonstration of the DSMAC program
using achoice situation familiar to participants but different from the experimental choicetask. The
demonstration lasted about 15 minutes, during which the experimenter actively involved al or most
of the participantsin the demonstration task while explaining the features of the program. Questions
were encouraged.

Second, subjects were directed to begin DSMAC on the computer in front of them, which
began by asking them first to perform a Q-sort of the 25 camerafeatures, then to assign weights to
each on ascale having arange of 1D 100, with 100 being the most important. Following the Q-sort,
subjects engaged in 15 binary choice tasks, one after the other, for 15 different pairs of cameras. At
the end of each task they indicated whether they preferred the first camera, the second, or neither.

In each of the 15 choice tasks they were presented with, subjects acquired attribute
information from alist of the 25 product features by clicking a mouse on the desired feature. By
doing so, subjects were able to view attribute information for both alternatives. They then used the
mouse to move a pointer on a scale ranging from "100 percent confidence in dternative A" to "100
percent confidence in alternative B" to indicate the likelihood of choosing either aternative A or B
at that time if no other attribute information were considered. The mid-point of the scale was "50
percent” likelihood.

Three options were available to the subject after viewing attribute information: (a) choose
aternative A or B; (b) choose neither; (c) acquire additional attribute information. If either of the
first two options was selected, a new binary choice for two different aternatives was presented. |If
the subject elected to acquire additional information, then the list of 25 product features was again
presented. The procedure described above was repeated until the subject indicated that they chose
either alternative A, alternative B, or neither.

ANALYSISAND RESULTS

The fundamental research question is. How many pieces of information are acquired by
experts and novices? We examined their stopping policiesin light of our three hypotheses.

The first hypothesis (that experts make more use of the CA heuristic) was tested by
calculating the percentage of time a subject acquired afixed set of attributes during the 25 trials. (A
full explanation of the CA measure is quite lengthy and would take this paper beyond its page limits.
Interested readers are directed to Saad and Russo for acompl ete description.) The range of possible

Proceedings of the Academy of Marketing Studies, Volume 4, Number 2 Las Vegas, Nevada, 1999



Allied Academies International Conference page 35

values for the CA-score is from 0-to-100%, with 100% being a case of "pure’ CA usage. As
expected, more experts were found to engage in a CA-based strategy (defined as CA-score greater
than 75%) than novices (percentage of experts = 83.3 vs. percentage of novices = 58.6, p < .01).
Also as predicted, they used the CA heuristic more of the time (mean-CA scorefor experts = 86.0%
vs. mean CA-score for novices = 73.1%, p = .04).

The second hypothesis (that experts acquire less information) was tested by counting the
number of attributes acquired by the two groups. Out of 25 available, the mean number of attributes
acquired by experts = 13.60; for novices, the mean = 11.06. Experts, then, actually acquired dlightly
more attributes than novices, though the difference was not statistically reliable (t-test n.s.).

According to the third hypothesis, when experts utilize DA, their difference-thresholds
decrease at a faster rate (i.e., the required level of differentiation diminishes as the number of
attributes acquired increases). Using aDA strategy impliesthat consumers stop searching once they
reach adesired level of differentiation between brands. Asin Saad & Russo (1996), this study uses
the subject's stated degree of confidence (50-to-100% range) to represent the extent of the difference
between the two brands. To test that this suitable differentiation threshold drops at afaster rate for
experts than for novices, we estimated the relationship between level of confidence (the dependent
variable) and thenumber of attributesexamined (theindependent variable) using non-linear regression
modeling. If thelevel of differentiation diminishes asthe amount of acquired information increases,
then the model's beta > 0. Larger values of betaindicate a faster decay of the difference-threshold
(i.e., lower required levels of differentiation for any number of attributes examined). As predicted,
the threshold decayed more rapidly for experts than for novices (mean beta= 0.228 vs. 0.197,p =
.07).

CONCLUSIONS

In a structured, repeated sequentia choice task, expert consumers were found to acquire
about the same amount of information asnoviceconsumers. They did, however, usethat information
differently. Experts were more focused in their search behavior than novices, relying more heavily
on afundamental or core set of attributesto aid them in identifying their preferred aternative from
two availablebrands. Furthermore, when faced with adifficult choice situation, experts adapted their
decision making strategies. By exploiting subtle differencesthat existed between thetwo brandsthey
were able to choose confidently between two closely-ranked aternatives.

REFERENCES

Aschenbrenner, K.M., Albert, D. & Schmalhofer, F. (1984). Stochastic Choice Heuristics. Acta
Psychlogica, 56, 153-166.

Busemeyer, JR. & Townsend, JT. (1993). Decision Field Theory: A Dynamic Cognitive
Approach. Psychologica Review, 100, 432-459.

Devine, D.J. & Kozlowski, SW.J. (1995). Domain-specific knowledge and task characteristicsin
decision making. Organizational Behavior and Human Decision Processes, 64(3), 294-306.

Proceedings of the Academy of Marketing Studies, Volume 4, Number 2 Las Vegas, Nevada, 1999



Allied Academies International Conference page 36

Payne, J. (1982). Contingent Decision Behavior: A Review and Discussion of Issues.
Psychological Bulletin, 92, 382-402.

Saad, G. & Russo, JE. (1996). Stopping criteriain sequential choice. Organizational Behavior and
Human Decision Processes, 67(3), 258-277.

Saad, G. (1997). DSMAC: A Dynamic Interfacefor Investigating Sequential Multiattribute Choices
(under review).

Shanteau, J. (1992). How much information does an expert use? Isit relevant? Acta Psychol ogica,
81, 75-86.

Stigler, G.J. (1961). The Economics of Information. Journal of Political Economy, 69, 213-225.

Wwald, A. (1947). Sequentia Analysis. New York: Wiley.

Proceedings of the Academy of Marketing Studies, Volume 4, Number 2 Las Vegas, Nevada, 1999



Allied Academies International Conference page 37

LIST OF AUTHORS

Byl . . 32
Gt . e 12
ClOW . 12
GOrdoN, P .o 1
KA .« . e 24
10 S 27
1o 1 = 1 27
Saad .. 32
S ASAlO . . 5
S = (= 1
0= T o 17

Proceedings of the Academy of Marketing Studies, Volume 4, Number 2 Las Vegas, Nevada, 1999



	Table of Contents
	GEOGRAPHIC PREFERENCE FOR FAST FOOD
	THE CHANGING ROLE OF MARKETING
	ADVERTISING BY NON-PROFIT ORGANIZATIONS ADVERTISING BY NON-PROFIT ORGANIZATIONS
	FRANCHISEES’ SATISFACTION:
	MAIN MARKETING IMPLICATIONS OF THE EURO MAIN MARKETING IMPLICATIONS OF THE EURO
	JAPAN’S THREE EXCESSES—A TIME FOR CHANGE
	DECISION STRATEGIES FOR EXPERT AND
	LIST OF AUTHORS

