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ABSTRACT 

With a dramatic economic growth rate of 10% per year, China, as one of the 

Big Emerging Markets, has drawn increasing attention from both academia 

and industry. Its market potential and growth rate is believed to be the top 

attraction for global investment. In many sectors, the increasing number of 

options available to consumers has led to the emergence of a consumer 

society in China and has further fed the development of variance in 

consumer behaviour. This has imposed imperatives of consumer research in 

China, especially market segmentation research, on both foreign 

multinational companies and indigenous manufacturers, in order i) to 
identify the unique needs of consumers, ii) to provide more desirable 

product/service packages, and iii) to communicate brand value via more 

appropriate messages to targeted consumers. 

This study therefore aims to: i) generate a deeper understanding of Chinese 

consumers and their decision making processes; ii) identify value 

orientations of Chinese consumers and how these indicate distinct market 

segments; and iii) build case exemplars of market segmentation schemes for 

use as a business tool to infonn each stage of the strategic market planning 

process. 

A Means-End Chain (MEC) approach is adopted in the study to achieve 
these aims. Following three pilot studies, which identify an appropriate 

approach for the purpose of the study, forty in-depth interviews are 

conducted within the Beijing mobile phone market, using a soft laddering 

technique. MEC Analysis of the interview data has generated the following 

key outcomes: i) construction of a hierarchical value map (HVM) to 

represent aggregate consumer cognitive structures; and ii) identification of 
nine dominant MEC perceptual orientations, indicating nine unique market 
segments with distinct cognitive structures. Case exemplars are further 

analysed to demonstrate the usage of the resultant MEC segmentation in 

xix 



implementing the strategic marketing planning process within the mobile 

phone market in Beijing. A business tool is subsequently proposed for 

organisations operating in China, which supports the implementation and 

evaluation of strategic marketing planning, and ensures consistency between 

product and brand offerings. 

xx 



Chapter 1 INTRODUCTION 

Figure 1-1 Chapter I Structure 

1.1 
TIMELINESS OF CONSUMER 

RESEARCH IN CHINA 

1.2 
RATIONALE 

1.3 
AIMS and OBJECTIVES 
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1.5 
METHODOLOGY DEVELOPMENT AND 

EXPECTED OUTCOMES 

1.6 
A FRAMEWORK ILLUSTRATING THE 
LOGICAL RELATIONSHIPS BETWEEN 

AIMS, HYPOTHESES, AND 
OUTCOMES 

I 

1.7 
THESIS STRUCTURE 

This Chapter provides an overview on the thesis. It starts by addressing the 

urgency and significance of consumer research in China, leading towards the 
development of aims and objectives. Rationales are outlined concerning 



theory and practice in the area of Marketing and Means-end Chain theory. 
Aims and objectives, hypotheses, methodology development, and expected 

outcomes are summarized to provide guidance on the logical embraced in the 

study, which is further illustrated in Figure 1-2. Towards the end of the 

chapter, the structure of the thesis is introduced to provide guidance for 

readers. 

1.1 TIMELINESS OF CONSUMER RESEARCH IN CHINA 
China, as one of the "Big Emerging Markets" (BEM), is undergoing 
tremendous economic changes, achieving a GDP growth of almost 10% per 

year, since it's "open door" policies of the 1970s (Economist 2005 a). This 

dynamic economic growth has thus led to the emergence of a consumer 

society in China, bringing a wide variety of goods within reach of a growing 

number of consumers. Packaged foods, as an example, already constitute a 
$47 billion category that is expanding by 8% per year -a pace rarely seen 
these days in developed markets, where sales of some types of consumer 
goods are stagnating or even shrinking (Chen and Penhirin 2004). 

China's huge market potential - the promise of 1.3 billion consumers - is 

therefore believed to be the top attraction for foreign direct investment (FDI) 

(A. T. Kearney 2004), and to be the real long-term opportunity in China 

(Spiegel 2002). However, translating these trends into actual marketing 

success has never been a certainty for either foreign MNCs or indigenous 

manufactories. 

Many MNCs have missed the fact that there are significant cultural 
differences between Western and Chinese consumers, and have tried to 
impose Western models of marketing on China (Cui 1997). Unique cultural 

qualities have a significant impact on consumer behaviour and form a unique 

set of attributes characterising Chinese consumers, reflected in various ways 
through consumption behaviour (Yan 1994; Lowe and Corkindale 1998; 

Ackerman and Tellis 2001; Malhotra and McCort 2001; Toffoli and Laroche 

2002). At the same time, economic reform over the past 30 years has 
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dramatically increased regional income inequalities. Growing income 
differentials are reflected not only in the extent, but the diversity of 

consumption, one feature being greater consumer discernment evidenced by 

increased fragmentation. In some sectors, such as TVs, supply exceeds 
demand, while in others the pattern is reversed (Taylor 2003). It seems that 
China's consumers are too dispersed, too inaccessible and too different from 

each other (Economist 2004 a), and one is unlikely to find a nationwide, 
majority middle class in China like that of Japan or the United States (Cui 
1997). 

In recent years, many sectors, such as Chinese consumer goods, home 

appliances, personal computers, and mobile phones, have become 
increasingly competitive. Many of the Chinese companies that did not exist 
IS years ago, have since surpassed their foreign MNC peers, and M`NCs have 
been beaten out by domestic players. However, as the level of competition 
increases and the level of marketing activity increases, it is believed that 

companies need to know how to keep their share via knowing their 

consumers better (Bowman 2005), and competitive costs and prices will no 
longer be enough to succeed with the marketplace growing more mature 
(Chen 2003). Further, it is also recognised that the translation of research 
findings into useable infori-nation is crucial for many local companies 
(Bowman 2005). 

It is therefore important to spend time building a deep and unbiased 

understanding of the unique characteristics and needs of consumers in order 
to succeed in these market sectors (Prahalad and Lieberthal 2003); further, 

the ability to understand diversity among consumers and its implications for 

marketing strategies is equally essential for success (Batra 1997). Thus, 
'ýputting marketing at the heart of the company" is believed to be imperative 
for both foreign MNCs and Chinese indigenous brands (Business Week 
Online 2004). 

However, research in the field of marketing has not kept pace with the 
development in China's consumer market (Zhang 1996). It is recognized that 
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most existing research in this area is at the level of descriptive information 

such as rapid urbanization and other macro-economic statistics, and has 

sometimes led to a distorted view of the marketplace and misreading of 

consumer demand (Cui and Liu 2000). Although the popular press has 

written much about the growth of the Chinese market, accurate analysis of 

China's consumer demand has been a common problem especially for 

foreign MNCs. While most of the efforts have concentrated on the economic 

and industrial conditions that influence investment and business decisions in 

China, little research has focused on the Chinese consumer. As a 

consequence, knowledge about the Chinese consumer still remains scarce. 

The focus on market segmentation in the context of China is especially 

recent. As a logical extension of the marketing concept itself (Hooley and 
Saunders 1993), and a major way of operationalising the marketing concept, 

market segmentation is essential for ultimate consumer satisfaction, 

especially in increasingly heterogeneous markets. As such, it can provide 

guidelines for a firm's marketing strategy and resource allocation against 

consumers' preference (Wind 1978). Within consumer research literature in 

China, some segmentation approaches have been used to investigate distinct 

consumer groups, such as geographic (Schmitt 1997; Yao and Liu 1998; Cui 

and Liu 2000; Herrmann-Pi I lath, Kirchert et al. 2002), demographic (Laurent 

1982; Anderson and He 1998; Cui and Liu 2001; Taylor 2003; Economist 

2005 b), and psychographic / lifestyle (Li and Xiao 1998; Tam and Tai 1998; 

Veeck and Veeck 2000; Hiu, Siu et al. 200 1; Wang, Chan et al. 200 1; Wang, 

Yee-Man Siu et al. 2002; Dickson, Lennon et al. 2004; Wang, Siu et al. 

2004). However, given the dramatic evolution of the market environment in 

China, market segmentation research within a cultural context of China is 

presented with new challenges. 

Given the emergent issues within China's domestic market, this research 

attempts to conduct an empirical study, in order to generate knowledge on 
Chinese consumers and provide a business tool for translating consumer 
knowledge into practical guidelines. The aims of the study are further 

discussed in section 1.3. 
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1.2 RATIONALE 

1.2.1 Market Orientation and Strategic Marketing Planning 

The emergence of a consumption oriented society after World War Two, 

when consumers were given a larger array of choices, as conditions of 

economic scarcity waned and consumers could demand more precise and 

total response to their needs and wants, is seen as the beginning of the age of ZD 

the consumer in the West (Webster 1994). Sales became a company's focal 

point, and the "selling" concept replaced the emphasis on efficient 

manufacturing leading to a "products andproduction " concept (Nijssen and 

Frambach 2001). The selling concept assumes that profits can be gained 

through increasing sales volume by selling and promoting efforts, whilst the 

products and production concept proposes that consumers will favour those 

products that offer the most quality, performance, or innovative features, and 

will prefer products that are widely available and inexpensive (Hooley and 

Saunders 1993; Engel, Blackwell et a]. 1995). 

Given that increased competition leads to a necessity for understanding and 

responding to consumer needs and wants, the market concept consequently 

emerged in the 1950s and 1960s. This concept proposed that the purpose of 

a business is to "create a satisfied customer" (Drucker 1954). It is different 

from previous concepts, as: 

Sellingfocuses on the needs of the seller, marketing on the needs of 

the buyer. Selling is preoccupied with the seller's need to convert his 

product into cash, marketing with the idea of satisfying the needs of 

the customer by means of the product and the whole cluster of things 

associated with creating, delivering andfinally consuming it. (Levitt 

1960) 

Creating customer value and satisfaction are at the heart of modem 

marketing thinking and practice, and "marketing is the delivery of customer 

satisfaction at a profit. " (Perreault and McCarthy 2004). Kotler and 
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Armstrong (1999) propose that marketing, more than any other business 

function, deals with customers; and thus leads to "the management 

philosophy that holds that achieving organizational goals depends on 

determining the needs and wants of target markets and delivering the desired 

satisfactions more effectively and efficiently than do competitors". That is, 

current marketing must be understood not in the old sense of marketing a 

sale - 'telling and selling' - but in the new sense of satisfying customer 

needs; and striving for a clear understanding of consumers' present and 

probable behaviour, plus a willingness to respond positively to that 

understanding, is a mark of the outstandingly successful business enterprise. 

This concept is also reflected in business strategies. Many agree with this 

perspective that customers and the satisfaction of their needs is the final 

driver of strategy (Golub, Henry et al. 2000). Therefore, it is believed that 

only if you start with the customer can you better focus on what is truly 
important - customer needs, and the ability to concentrate on customers and 

understand their changing needs is the first step in focusing the organization 

on a winning vision (Webb and Gile 2001). 

Given that the marketing concept is the fundamental philosophy of any 
business, and consumer perspective of strategy is increasingly important in 

CD 
the current marketplace, a more effective approach to the marketing function 

- "strategic marketing planning" (SMP) is therefore crucial (McNamara 

1972). 

1.2.2 Market Segmentation 

Market segmentation, as the initial step of Strategic Marketing Planning 

(SMP) and a logical extension of the marketing concept itself (Hooley and 
Saunders 1993), has long been recognized as a central concept in both 

marketing literature and practice. 

Diversity and variations in both the supply / production process and 

consumer demand, especially after the Second World War, have grown 
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rapidly (Stewart 1991). The need for segmentation arises as a result of the 

increase in the affluence of consumers and the increase in the number of 

alternative products and services available to them. Smith (I 956)'s article on 

market segmentation firstly recognised that systematic differences in the 

variance of consumers could be identified. The concept of market 

segmentation was born. As Wind (1978) defined it: "market segmentation 
involves viewing a heterogeneous market as a number of smaller 
homogeneous markets, in response to differing preferences, attributable to 

the desires of consumers for more precise satisfaction of their varying 

wants. " The analytical goal of market segmentation is, therefore, to measure 

consumer behaviour and place each person into a group (or segment) that 

will minimize the variance in behaviour between each member of the 

segment and maximize the variance between segments, according to market 

partitioning of a firm's product/market mix. 

Management acceptance of the market segmentation concept has resulted in 

the use of segmentation research to answer a wide range of marketing 

questions about the response of market segments to a firm's marketing 

strategies (price changes, new product offerings, product changes, 

advertising themes, promotional efforts) as well as the selection of target 

market segments for each of the firm's planned marketing offerings (Wind 

1978). 

1.2.3 A Means-End Chain Approach 

The selection of appropriate segmentation bases is crucial with respect to the 

number and type of segments that are identified in segmentation research, as 

well as to their usefulness to the firrn (Wedel and Kamakura 2000). 

Over the years, almost all variables have been used as bases for market 

segmentation, and market segmentations based on different variables show 

different merits and drawbacks (Wind 1978). However, despite much 

attention and frequency of use, segmentation has been the object of frequent 

criticism. 
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Davis (1987) suggested that segments are almost always too few and the 

populations within that too heterogeneous to be of practical value. It is 

recognised that the often used segmentation bases, such as demographics and 

socioeconomics, show a lack of homogeneity within members of a segment 
in terms of their motivation, wants, needs, and behavioural patterns, and as a 

consequence, generally a low level of correspondence between background 

variables and behaviour (Hooley and Saunders 1993). Therefore, 

segmentation based on these variables is appropriate to locating a target 

market, but fails to provide accurate information for strategic marketing 

planning. 

Further, it is argued that even if a market can be partitioned into 

homogeneous segments, market segmentation will be useful only if the 

effectiveness, efficiency and manageability of marketing activity are 
influenced substantially by discerning separate homogeneous groups of 

customers; therefore, for a segmentation scheme to be useful to marketing 

management it should seek not only to describe differences in consumers but 

also to explain them (Wedel and Kamakura 2000). These traditional 

segmentation schemes may describe the differences in consumers but fail to 

explain them, and therefore lack a causal relationship. 

Recent changes in the market environment present new challenges and 

opportunities for market segmentation. The increasing number of options 

available to consumers both in the West and now China has resulted in an 

exponential increase in the variance of consumer behaviour, which carries 

with it an increase in the number of potential segments within the market. A 

significant increase in the variance of consumer behaviour may require a 

change in the orientation of segmentation research and move the focus of 

segmentation from the marketer to the consumer (Stewart 1991). 

Consequently, marketers are now sharpening their focus on smaller segments 

with micro marketing and direct marketing approaches. On the other hand, 

the increasing globalization of most product markets is leading many multi- 

product manufacturers to look at global markets that cut across geographic 
boundaries. These developments have led to rethinking of the segmentation 
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concept (Wedel and Kamakura 2000). Identification of these consumer 

defined segments requires a more complex approach to segmentation that 

recognizes the purposefulness of consumer behaviour and uses individual 

usage situations as the basic building blocks for segmentation. 

In this respect, the "means-end chain" approach (Gutman 1982; Olson and 
Reynolds 1983; Reynolds and Gutman 1988) to market segmentation is 

believed to offer better prospects, and can be used most effectively in 

understanding the two main issues in consumer decision making: i) what 
choice criteria consumers use to evaluate the choice alternatives and choose 
among them; and ii) why consumers find these particular choice criteria to be 

personally relevant (i. e. salient or important). In this sense, "the MEC can 

not only describe consumer decision making but also understand it" 
(Reynolds and Olson 2001). 

1 

The advantages of the MEC approach to market segmentation, are assumed 
to provide more accurate and actionable information for Strategic Market 

Planning (SMP) of an organisation operating in China. Given that no 

existing segmentation research in China has engaged the MEC approach, it is 

clear that investigating the appropriateness of this approach within the 
Chinese context is a significant opportunity. 

1.2.4 The Mobile Phone Sector in China 

Given the high degree of saturation in many of China's domestic markets 
and the high level of sophistication shown by its consumers, it is imperative 
for both foreign MNCs and local Chinese manufacturers, who want to win in 
China's domestic consumer market, to compete via a better understanding of 
their consumer and the application of consumer research findings to inform 

their strategies. The mobile phone market within urban China is analysed 
within this study as an exemplar for other typical market sectors, such as PCs, 
due to its high penetration, sophistication, relatively short life span, (and 
therefore need for repeated sales), and rapid rate of development. 
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Increasingly cheaper mobile connection and subscription rates, together with 

rapid development in mobile technology, have encouraged mobile phone 

ownership. With 20% of the world total, and 5 million consumers signed up 

as new subscribers every month, China is the largest market for mobile 

phones (Economist 2003). Over the period of 1999-2003, the number of 

mobile phone users in China increased by 505.7%, and grew to 262.3 million 
in 2003, representing for RM1335,898 million (US$4,330 million) 
(Euromonitor 2004 a). It is widely believed that China has significant 
potential for further expansion since only 20% of China's 1.3 billion people 
use mobile phones, compared to a 70 - 80% user rate demonstrated in 
developed economies, although it may never reach this level of saturation. 

The growing number of mobile phone users has prompted mobile phone 
manufacturers to increase investment, reaching RMB210 billion in 2003. 
There are 40 mobile-phone brands selling over 800 models per annum; 
demand is expected rise from 80 million to 100 million units by 2006, but 

supply will double to 200 million; consequently prices are plummeting 
(Economist 2004 a). Competition between mobile phone manufacturers has 
increased significantly. Several foreign brands, including Sweden's Ericsson, 
have all but vanished. America's Motorola and Finland's Nokia still maintain 
relatively high portions of market share, with half the market between them, 
but they are rapidly losing share (Economist 2003); whilst, indigenous 
Chinese brands, such as TCL, Bird and Amoisonic, which in 1999 had less 

than 3% of a fairly small market. Further, the evolution of both foreign 

MNCs and indigenous manufacturers demonstrates that the context of 
operations is extending substantially beyond basic manufacturing into 

marketing, service, and product design. In many maturing sectors, increased 

competition has placed an imperative on organisations to differentiate their 

products/serv ices to match the unique needs of distinct consumer groups. 
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1.2.5 Summary - Rationale for the Research Study 

As discussed earlier, evolution in the theory of marketing and strategy has 

revealed that consumer orientation is now a fundamental philosophy of any 

business. The thesis takes this perspective and presumes that: 

(Proposition 1): the fundamental philosophy of an organisation is to satisfy 
its customer; and strategic marketing planning (SMP) is therefore 

essential for a market orientated strategy. 

Within China's consumer market, the competition in many sectors has 

become intense and consumer behaviour has increasingly diversified. In 

order to win the battle for consumers, adopting the marketing concept within 

organisations has become imperative in the increasingly competitive 

marketplace in China. Therefore, it is presumed that: 

(Proposition 2): Both those international MNCs operating in China and 

indigenous manufacturers have evolved to a marketing stage, therefore, 

market orientation has become crucial to winning in increasingly 

competitive domestic markets. 

Based on the two propositions, it might be argued that market segmentation 
has become essential for consumer satisfaction, especially in increasingly 

heterogeneous markets, as it provides guidelines for a firm's marketing 

strategy and resource allocation against consumer preference (Wind 1978). 

A relatively new focus on identifying Chinese consumer market segments in 

the literature has indicated the use of various approaches, such as geographic, 
demographic, and psychographics / lifestyle indicators. However, a 

significant increase in the variance of consumer behaviour may require a 

change in the orientation of segmentation research and move the focus of 

segmentation from the marketer to the consumer (Stewart 1991). Discovery 

of these consumer defined segments requires a more complex approach to 

segmentation that recognizes the purposefulness of consumer behaviour. 



The means-end chain is therefore proposed for market segmentation based 

on its provision of a deeper understanding of consumers and their cognitive 

structures. It is proposed that in many sectors, typified by the Beijing mobile 

phone market, identification of MEC market segmentation is becoming 

necessary, and the study with attempt to test whether it constitutes to be an 

appropriate. segmentation scheme that can inform the strategic marketing 

planning process with accurate consumer information. 

1.3 AIMS and OBJECTIVES 

Aims and objectives are developed based on the propositions. 

1.3.1 Aims 

Three aims are established in the thesis to address the emerging issues within 
China's domestic market. 

The increasingly competitive market environment has placed urgency for the 

companies to build a deep and unbiased understanding of their consumers, in 

order to keep their share in China's domestic market. However, the current 
literature is mostly at the level of descriptive information and knowledge of 
Chinese consumers remains scarce. Therefore, firstly, the study aims to: 

(Aim 1): generate a deeper understanding of Chinese consumers and their 
decision making processes. 

China's rapid economic growth is bringing a wide variety of goods within 

reach of a growing number of consumers, leading to increasingly diversified 

consumer behaviour. Consequently, market segmentation in maturing 

sectors, typified by the Beijing mobile phone market, is imperative and 

timely for both foreign MNCs operating in China and Chinese indigenous 

manufacturers. Therefore, the study aims to: 
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(Aim 2): identify value orientations of Chinese consumers to indicate distinct 

market segments. 

Further, although it is reported that growing numbers of local brands and 

companies are waking up to the crucial role of research in growing share and 
building awareness, for more strategic research - for example, branding, 

usage and attitude studies, or market segmentation - it is still hard for many 
local companies to translate research findings into useable information 

(Bowman 2005). Market segmentation will be useful only if the results of 
the segmentation study can be projected to the relevant marketers and market 
opportunities can be accordingly matched with marketing programmes based 

on the segmentation results (Wedel and Kamakura 2000). Thus, the study 

aims to: 

(Aim 3): build case exemplars of market segmentation schemes for use as a 
business tool to inform each stage of the strategic market planning 

process. 

1.3.2 Objectives 

In order to achieve the aims, an empirical study will be undertaken i) to test 

the MEC theory within the context of China, and ii) to investigate how the 
MEC approach can be used to generate an understanding of consumers, and 

an accurate and actionable market segmentation scheme. Subsequently, 

objectives are developed: 

(Objective 1): to review current research investigating: i) marketing and 

market segmentation theory; ii) MEC theory and practice; and 
iii) the Chinese consumer market. This review will be used to 

develop hypotheses presenting a rationale supporting an MEC 

approach to understanding consumers and market 

segmentation within the context of China; 
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(Objective 2): to conduct pilot studies in order to experiment with relevant 
laddering methods and to identify a more appropriate 

combination of laddering methods within the context of China; 

(Objective 3): to conduct an empirical study to collate MEC data, following 

the findings of the pilot studies, via an MEC analysis on the 

primary data i) to generate consumer MECs and a hierarchical 

value map (HVM); and ii) to identify consumer MEC 

orientations that indicate market segmentation schemes; 

(Objective 4): to implement MEC results to evaluate the performance of 
brands present in China as case examples, demonstrating the 

application of the resultant MEC segmentation schemes on i) 
implementing SMP; and ii) in evaluating the consistency of 
SNIP with an offering and across an organisation. 

1.4 HYPOTHESES 

The principle research aims of this study can be achieved via testing the 

following five linked hypotheses. Detailed discussion of hypotheses can be 

found in Chapter 6. (The logical links between aims and hypotheses are 
demonstrated in Figure 1-2) 

1.4.1 Hypothesis I 

Hypothesis I is related to Aim I (proposed to generate a deep understanding 

of decision-making as undertaken by Chinese consumers). Given that 

personal relevance is central to understanding consumer decision-making 

(Olson and Reynolds 2001; Gengler and Reynolds 1995), the MEC model 

addresses the two important issues in relation to it: i) what are the salient 

choice criteria consumers use to evaluate the choice alternatives and choose 

among them; and ii) why those particular choice criteria are personally 
relevant to the consumer (Olson and Reynolds 2001). It is therefore assumed 
that: 
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HI: MEC models allow researchers to identify the three levels of consumer 

knowledge exhibited by Beijing mobile phone users; respectively, 
HIa: product attributes - representing consumers' buying criteria; 
HIb: consequences - representing what the product does or provides 

to the consumer at a functional or psychosocial level; 

Hlc: values -being cognitive representations of consumers' most 
basic and fundamental needs and goals. 

1.4.2 Hypothesis 2 

Hypothesis 2 is proposed to achieve Aim 2 (to identify consumer value 

orientations indicating market segmentations), and also to contribute to Aim 

I (understanding of consumers). An MEC model is a personal value 

approach. The enduring nature of values, and their central role in personality 

structure, make them ideal for application in understanding market 

segmentation (Engel, Blackwell et al. 1995). In addition to other value based 

approaches, the MEC recognises that a person strives to satisfy different 

values across different consumption occasions that further differ across 

product classes. Thus, MEC segmentation is not merely based on personal 

values, but identifies the certain chains/pathways of ideas connecting a 

product or services with the self. In this sense, market segmentation based 

on MECs, provides a causal linkage between behaviour and motivations, 

thus providing both accurate and in-depth segmentation information for 

marketers (Reynolds and Rochon 2001). Therefore, it is assumed that: 

H2: when the MEC approach to market segmentation is applied in the 

Beijing mobile phone market, market segmentation is identifiable. 

1.4.3 Hypothesis 3 

Hypothesis 3 is related to Aim 3 (to provide a business tool for SMP). MEC 

segmentation is based on the belief that effective segmentation is a result of 

differentiating a heterogeneous population, based on the decision-making Cý 
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criteria used to select a product, as well as by the dimensions of consumer 
behaviour of greatest interest to the marketing manager (Reynolds and 
Rochon 2001). Therefore, MEC segmentation, including both attitude and 
behaviour variables, allows management to i) efficiently target customers 
with appropriate communication strategy, and ii) deliver the most 

appropriate message to target groups. 

1-13: MEC segmentation enables marketers to effectively implement the 3 key 

stages within the SNIP process: 
1-13a: in "choosing the value" - choice of value by the organisation; 
1-13b: in "delivering the value" - the development of specific product 

features, prices, and distribution routes to provide the value; and 
1-13c: in "communicating the value" - communication of the value to 

consumers via advertising and sales promotion. 

1.4.4 Hypothesis 4 

Further to Hypothesis 3, Hypothesis 4 is also related to achieving Aim 3 

(MEC to SMP). Specifically, given that in practice, the key stage of the 
SNIP process are typically not well coordinated and are often undertaken by 

different people at different locations at differing times both inside and 

outside the organization (Myers 1996); an operational tool becomes essential 

to integrate these functions together in order to deliver the maximum 

consumer value. Therefore, it is assumed that: 

1-14: an MEC segmentation scheme can be applied as a tool to assess the 

consistency of the SMP process across each of its stages and to provide 
guidance to link and integrate these distinct roles and functions in 

accordance with a consumer perspective. 

1-16 



1.5 METHODOLOGY DEVELOPMENT AND EXPECTED 

OUTCOMES 

In order to achieve the aims and to test the hypotheses, a methodology is 

developed as described as follows: (the logical relationships between the 

aims, hypotheses, and outcomes are also shown in Figure 1-2) 

1.5.1 Method Development - Pilot Studies 

Given that there are arguments on the various approaches used to conduct 
MEC study (soft laddering, hard laddering, and adapted hard laddering) in 

the related literature, it is essential to test the relevant methods before the 

main study, in order to identify a more appropriate combination of methods 
within the context of China. Three pilot studies are conducted to explore i) 

soft laddering; ii) hard laddering; and iii) adapted hard laddering, across the 

three stages of the MEC study: 1) attribute elicitation; ii) laddering; and iii) 

analysis. 

The findings of the pilot studies identify both advantages and disadvantages 

of the tested methods, and suggest an appropriate approach for the main 

study. These are used to define both i) the research questions and structures; 

and ii) the analysis process. 

1.5.2 Main Study 

Following the development of a more appropriate method for the main study, 

the research questions and process are defined and 40 interviews are 

conducted within the Beijing mobile phone market to collate primary data. 

Analysis of the data generates MECs for interviewees, including information 

on i) consumers' product knowledge; ii) personal values; and iii) personal 

relevance. A "hierarchical value map" (HVM) is constructed to depict the 

content and structure of consumer knowledge in a graphical way. The 

findings are shown to confirm Hypothesis I (MECs enabling researchers to 
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identify 3 levels of consumer knowledge and decision making process); and 

contribute to achieving Aim I (the generation of a deep understanding of 

Chinese consumers) (as shown in Figure 1-2). 

Further, via MEC analysis, discrete consumer value orientation types are 
identified, indicating distinct market segmentations. The findings confirm 
hypothesis 2 (that an MEC approach enables researchers to generate market 

segmentation within the Beijing mobile phone market); and contribute to 

achieving aims I and 2 (generating market segmentation in China's domestic 

market, as shown in Figure 1-2). 

1.5.3 Evaluation of Findings - Case Examples 

Following discussion of the results, a further stage is undertaken in order to 

demonstrate the implication of the findings on the SMP process. Four 

leading brands present in the Beijing mobile phone market are taken as 

examples to demonstrate how the resultant MEC segmentation scheme can 
be used to inform the NPD process, the brand communication strategy, and 
further brand value propositions within each segment. Further, the findings 

are used as a benchmark to evaluate each stage of SMP process of the four 

brands against consumer expectations. The results demonstrate that the 

proposed framework is an effective tool for evaluating consistency across the 

various stages of SMP. 

The case examples confirm Hypothesis 3 (the role of MECs in implementing 

SMP) and 4 (the role of MECs in evaluating the consistency of SMP). Given 

that the analysis is based on second hand data and lacks sufficient 
information, confidence in the findings is relatively low. However, this does 

not invalidate the achievement of aim 3, and demonstrate its application as a 
business tool is proposed for practical usage in SMP (as shown in Figure 

1-2). 
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1.6 A FRAMEWORK ILLUSTRATING THE LOGICAL 
RELATIONSHIPS BETWEEN AIMS, HYPOTHESES, 
AND OUTCOMES 

Figure 1-2 summarises the discussion in sections 1.3,1.4, and 1.5, 

illustrating the logical relationships between aims, hypotheses, and outcomes. 

In this figure, the three aims are summarised in column I (Aims) at the left 

hand side. In order to achieve these aims, four key actions, outlined as 
objectives, are shown at the bottom row: i) via literature review, four 
hypotheses are developed as shown along the second column (Hypotheses); 
ii) via pilot studies, the MEC approach is tested and an appropriate 
methodology is developed as indicated in column 3 (Methodology); iii) via 
the main study, a HVM of Chinese consumers and consumer value groups 
are generated as the first two outcomes, as shown in column 4 (Outcomes); 

and iv) case exemplars are further analysed to demonstrate the usage of MEC 

results in implementing SMP and in evaluating the consistency of SMP, as 

shown as the third and forth outcomes in column 4 (Outcomes). 

Each outcome is further linked by arrows with specific hypotheses and aims, 
to illustrate which hypotheses are confirmed and which aims are achieved via 
specific outcomes. For example, the first outcome - HVM - confirms 
hypothesis one (MECs to understanding consumers) and further achieves 

aim I (an understanding of consumers). 

In the figure, the logical relationships between aims, hypotheses, and 

outcomes are visualised; the role of hypotheses in addressing the key aims is 

illustrated; the relevance of the objectives to key actions is explained; and 
how the outcomes confirm the hypotheses and achieve the aims is 

demonstrated. 
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1.7 THESIS STRUCTURE 

The thesis is organized into discrete 6 parts: an introduction (Chapter 1), 

literature review (Chapters 2- 5), hypotheses (Chapter 6), methodology 
(Chapter 7), key findings and implementation (Chapters 8- 9), and 

conclusion (Chapter 10), as illustrated in Figure 1-3. 

1.7.1 Literature Review 

The literature on the background and main concepts and perspectives in 

related theories is reviewed in Chapters 2 to 5. 

In Chapter 2, a brief history of the marketing concept is introduced, together 

with the key arguments and perceptions in the field of marketing and 
business strategy. It is apparent that the philosophy guiding a company's 

marketing efforts, or the company orientation toward the marketplace, 

evolves as a reaction to the changing business environment. In the current 

marketplace, the role of consumers is shown to have become increasingly 

important, and consequently, using consumer orientation as an integrated 

approach to business management is thus crucial. The chapter develops a 

proposition that market segmentation is a prerequisite as applying market 

strategic planning is imperative. 

Chapter 3 introduces the definition of, and concepts relevant to, market 

segmentation. As the selection of appropriate bases is crucial for a 

segmentation scheme, significant emphasis is placed on this. Disadvantages 

and advantages of these variables are discussed, based on a classification 

model of segmentation variables proposed by the author. Given that 

increasingly fragmented markets lead to a need for a more complex approach 

to segmentation that recognizes the purposefulness of consumer behaviour 

(Wedel and Kamakura 2000), the means-end chain approach is introduced as 

an alternative technique for current market segmentation (the means-end 

chain is fully explored in the following chapter - Chapter 5). At the same 
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time, the question is raised as to whether China, as one of the biggest 

emerging markets has grown to a point at which significant levels of 

segmentation have occurred (this will be discussed in Chapter 4). 

Chapter 4 includes two main aspects of China's domestic market. It starts 

with an overview of China's economic growth, along with the evolution of 

both indigenous manufacturers and foreign MNCs operating in China. The 

mobile phone market, as an example of a maturing sector, is further explored. 
Subsequently, literature on the evolution of Chinese consumers is reviewed, 

where dramatic economic transformation has formed their unique 

characteristics. Two aspects - cultural difference and diversity - are further 

explored. Given the highly fragmented nature of the consumer market 

together with its unique cultural value system, consumer research is 

perceived to be essential for winning in China. In doing so, another 

proposition is developed - that in many sectors, increasing competition has 

put an imperative on the need for all parties to compete on marketing 

functions, requiring a better understanding of consumers and the more 

accurate identification of distinct consumer needs. 

Chapter 5 explores the means-end theory and laddering methodologies. It 

starts by introducing background theory and a conceptual framework for the 

means-end chain (MEC). It then explains the laddering method and 

discusses various techniques and arguments which occur at differing stages 

of data collation and analysis. The application of means-end theory and 

laddering is discussed thereafter. Focus is placed on marketing segmentation, 

as it is one of the most widely applied areas and is strongly correlated with 

strategic marketing planning. This chapter provides theoretical rationales for 

the later development of the hypotheses. 

1.7.2 Hypotheses 

Chapter 6 discusses the main arguments in the literature reviewed, and 

subsequently develops the 4 hypotheses. 
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1.7.3 Methodology 

Chapter 7 presents the process of defining an appropriate methodology for 

this study. It commences by reviewing the key arguments in laddering - an 

approach for collating and analysis means-end chain data. It then presents 3 

pilot studies, designed to test 3 identical methodologies: soft laddering, hard 

laddering, and adapted hard laddering. Based on the results of these 

experiments, a structured methodology is proposed, within which soft 
laddering is considered to be most appropriate for the purpose of this study. 
Subsequently, 40 in-depth soft laddering interviews are conducted to collate 

primary data, and the design of questions and sample selection methods are 
described thereafter. 

1.7.4 Key Findings and Discussions 

Chapter 8 presents the key findings of the in-depth laddering interviews. In 

the first section, it presents the results of interview questions 6 to 15 

regarding consumers' experience of mobile phones and their brand 

preference; these result in two principle findings related to i) consumer 
knowledge in terms of product criteria and ii) the Beijing mobile phone 
market. In the second section, the process of means-end chain (MEC) 

analysis is presented and a hierarchical value map (HVM) is constructed to 

represent aggregate consumer cognitive structures (related to hypothesis HI). 
Following this, 9 dominant MEC perceptual orientations are identified, 
indicating 9 market segments with distinct cognitive structures, which are 
then illustrated visually via individual hierarchical value maps (related to 
112). The resultant market segments are further compared with existing 
studies (Gallup surveys and Hofestede's cultural value dimensions), 

revealing a strong correlation between the findings of this PhD study and 
these studies; moreover, the homogeneity of each cluster in terms of 
consumer cognitive structure will also be seen to show that the MEC 

approach is more appropriate than demographic segmentation approaches, 
especially in the cultural context of the Chinese market (related to 142). 
Hypotheses I and 2 are addressed respectively in this Chapter. 
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Chapter 9 further i) discusses how the 9 consumer groups and their MEC 

structures inform strategic marketing planning in NPD and advertising 

strategy (related to H3); and ii) assesses existing brand value propositions 

reflected in product offering and advertising using the consumer criteria and 

value structures (related to H3), and accordingly raises implications for the 

consistency in Strategic Marketing Planning (SMP) within the four brands 

present in the Beijing mobile phone market (related to 1-14). This chapter 
concludes with a discussion of the significance of this study, in terms of the 
identification of previously undiscovered consumer groups, the development 

of a tool for SMP, and demonstration of the MEC approach as being 

appropriate for market segmentation. 

1.7.5 Conclusions 

Chapter 10 commences with a short summary of this study, a restatement of 
the original objectives and hypotheses, and their validity given the evidence 
base in Chapters 8 and 9. It then discusses the main findings and 
contributions to knowledge, in terms of both i) methodology and ii) insight 
into Chinese consumer behaviour. The chapter concludes by reviewing the 
limitations of the study, and its implications for further research. 
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In this chapter, key concepts and arguments in the field of marketing and 

strategy are reviewed. It begins with the evolution of marketing and 

business strategy which reveals that the philosophy guiding a company's 

marketing efforts, or the company orientation toward the marketplace, 

evolves in reaction to the changing business environment. In the current 

marketplace, given that the role of the consumer is increasingly important, 

using consumer orientation as an integrated approach to business 

management is shown to be crucial. 

Following this, the main strategic perspectives and marketing principles are 
discussed together with the role of marketing in strategic management. Via 

strategic marketing planning, these roles of marketing are translated into 

practice. Subsequently, it introduces a framework for a value delivery 

system and the key elements in strategic marketing planning - segmentation, 
targeting and positioning. 

The chapter concludes that the fundamental philosophy for business is to 

satisfy its consumers given that the consumer is the key to a company's 

prospects in today's business environment. To an organisation, market 

orientation and transforming this philosophy into action are therefore 

important. In doing so, this chapter develops a proposition that market 

segmentation is a prerequisite when applying market strategic planning is 

imperative for organisations. 

The structure of the chapter is shown in Figure 2-1. 
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2.1 THE EVOLUTION OF MARKETING AND BUSINESS 

STRATEGY 

After World War Two, Western consumers were given a larger array of 

choices as conditions of economic scarcity waned and consumers could 
demand more precise and total responses to their needs and wants, and seen 
by many as the beginning of the age of the consumer (Webster 1994). Up 

until this time, the focus of management had been on products and 

production, not on consumers. With the emergence of a consumption 

oriented society, sales became a company's focal point and the selling 

concept replaced emphasis on efficient manufacturing (Nijssen and 
Frambach 2001). 

Increased competition results in the need to understand and respond to 

consumer needs and wants. Consumer orientation as a fundamental 

philosophy of business has been generally championed by management 

gurus in the 1950s and 1960s. One of them, Drucker (1954), simply stated 
that the purpose of a business is to create a satisfied customer, and believed 

that "starting out with the customer's utility, with what the customer buys, 

with what the realities of the customer are and what the customer's values 

are - this is what marketing is all about". His thoughts became the 
foundation for the modern marketing concept, with its central tenet of 

customer orientation, and the basic assertion that the company should always 

put the customer first. 

Levitt (1960) is another pioneer who has had significant influence on the 

modern consumer value theory, who argued that "the view that an industry is 

a customer-satisfying process, not a goods-producing process, is vitalfor all 
businessmen to understand " He questioned the single minded selling 
concept and mass production that does indeed generate great pressure to 

'move' the product, but what usually gets emphasized is selling (that focuses 

on the needs of seller), not marketing (that focuses on the needs of the buyer). 
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He built a convincing argument that the business should not define itself by 

its products but by the basic customer needs it was committed to satisfying. 

;. h The success of DuPont and Corning Glass Works revealed what a thoroug ly 

customer-oriented management could do to keep a growth industry growing 

after the obvious opportunities have been exhausted. 

However, the concept of consumer orientation had not been fully developed 

and applied in practice in the 1960s. It was found that continued product and 
manufacturing orientation, and continued emphasis on sales volume rather 
than long - term profitability based on customer satisfaction pervaded, 
instead of true customer orientation, managing for profitability, and 
integrated marketing at the business unit level (Webster 1994). 

At the same time, another management concept, strategic planning, came 

along, when companies began to realise that planning based on budget issues 

and simple projections were inadequate for the environmental changes 
happening at that time, such as the oil crises, economic recessions, saturated 
markets and increased globalization. It was realised that monitoring the 

markets and environment, and following the changes taking place, were 
essential for company survival in order to fortify the company's streng hs 't 
and to repair its weaknesses. Anticipation replaced reactive thinking and as a 

result strategic planning was born (Ansoff 1965). At first, the marketing 
concept and strategic planning were integrated into a common concept of 
long-range planning. Over time, however, strategic planning became 

increasingly dominated by an apparently more sophisticated analytical 
framework from the field of financial management (Webster 1994). The 

customer's point of view no longer dominated and the shareholders came 
first, which led to a view of profit as the objective of business activity, rather 
than as the reward for creating a satisfied customer. 

The field of strategy has largely been shaped around a framework first 

conceived by Kenneth R. Andrews (197 1) in his classic book Yhe Concept of 
Corporate Strategy, where he presented the SWOT model. Strategic 

planning was further developed to become strategic management when 
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implementation was taken into account. Porter is one of the fundamental 

leaders in this strategy field. His five forces analysis introduced in his book 

Competitive Strategy (1980), is a means of analyzing industries and 

competitors, and identifying the forces which affect the level of competition 

on an industry (Johnson and Scholes 1999). It is undoubtedly useful to 

understand the industry structure that the business unit is in or intends to 

enter because the first fundamental determinant of a firm's profitability is 

industry attractiveness. He suggests that competitive strategy must grow out 

of a sophisticated understanding of the rules of competition that determine an 
industry's attractiveness (Porter 1980). Another book by Porter, Competitive 

Advantage (1985), introduced a systematic way, based on a value chain 

model, to examine all the activities a firm performs and how they interact 

which is necessary for analyzing the sources of competitive advantage. It 

assumes a company's competitive advantage stems from a collection of 
discrete activities a firm performs. Each of these activities can contribute to 

a firm's relative cost position and create a basis for differentiation. His 

industrial structure and value chain models (Porter 1980; Porter 1985) have a 

correspondingly strong impact on the profitability of individual corporate 

strategies (Collis and Montgomery 1995). 

Strategic management theory significantly influenced the business culture of 

the United States in the late 1980s. At the time, organizations in the United 

States were obsessed with the rising Japanese economy which was seen to be 

the result of a rivalry-based competitive model (Golub, Henry et al. 2000). 

However, the wisdom of a single-minded focus on rivalry and industry 

structure has been questioned; Ohmae (1988) clearly asserts that "in many 

cases the customer-not the competition-is the key to a company's 

prospects" . He reminds the reader that the best strategists, though they will 

not walk away from battles that clearly must be fought, avoid competition 

whenever they can, and he argues forcefully that strategy should be less 

about defeating the competition and more about creating value for customers. 

The notions of customer orientation which had been popular 25 years earlier 
have been revisited, evidenced by the widely held belief in, and application 
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of, the consumer oriented marketing concept in both academic and practice. 
Kotler and Armstrong (1999) suggest that "the management philosophy that 
holds that achieving organizational goals depends on determining the needs 

and wants of target markets and delivering the desired satisfactions more 
effectively and efficiently than do competitors". They believe that marketing, 
more than any other business function, deals with customers. Creating 

customer value and satisfaction are the heart of modem marketing thinking 

and practice, and "marketing is the delivery of customer satisfaction at a 
profit. " Therefore, it is believed that today marketing must be understood 
not in the old sense of marketing a sale - 'telling and selling' - but in the 

new sense of satisfying customer needs. 

Nijssen and Frambach (2001) are of the view that in today's marketing 

environments, the increasing pressures of ' high competition from 

globalisation, the internet and shortening technology and product life cycles 

make it imperative for firms to understand consumers and to use consumer 

orientation as an integrated approach to business management to gain 

competitive advantage. The survival and growth of firms requires accurate 
knowledge about consumers, and understanding how to create and deliver 

superior customer value is essential for organizations to operate successfully. 

Conviction that the important role of consumers in today's marketplace leads 

to a new concept - "relationship marketing" (Christopher, Payne et al. 199 1 ), 

which views marketing as a means of building a long term relationship with 

consumers rather than the traditional transaction marketing concept. The 

relationship with the consumer is seen as an access channel to the customer's 
ongo 

, 
ing value-creating activities (Normann and Ramirez 1993). It predicates 

that the relationship between the firm and its customers adds value beyond 

that of a mere exchange, thus it is believed to be capable of contributing 
genuinely to the strategic discourse of contemporary organizations (Tzokas 

and Saren 1997). This concept is widely adopted not only within customer 
markets but also in supplier markets, employee markets, referral markets, 
influence markets and internal markets. 
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2.2 DIFFERENT STRATEGIC PERSPECTIVES 

Reviewing the evolution of marketing and business strategy, it is apparent 

that it has always been business focused and prospective shifted from time to 

time, among consumers, competitor/ environments and a company's inner 

recesses. Although there are numerous perspectives regarding strategy 

making, it is unarguable that striving for a clear understanding of consumers' 

present and probable behaviour, plus a willingness to respond positively to 

that understanding, is a mark of the outstandingly successful business 

enterprise; there are always arguments on what is the ultimate cause for 

business and it is especially arguable what is the starting point or what 

perspective an organization takes in terms of a business strategy. Of the 
dozens of views in this field, environment, internal and consumer are the 

main perspectives in the context of business strategy. 

2.2.1 Environment/ External Perspective 

The environment perspective was started as the traditional form of long term 

planning in reaction to changes in the macro business environment when it 

was realised that monitoring markets and the environment, and following the 

changes taking place, was essential for company survival. Therefore, 

understanding the environment in which the organization is operating is seen 
to be important for managers because the environment creates both 

opportunities for, and threats to, the organization's strategic development 
(Johnson and Scholes 1999). 

The PEST analysis is the most common approach for considering the 

external business environment in general. It refers to political, economic, 

social, and technological change and roughly defines the scope of what is 

required in terms of the business environment. However, PEST is not a 

rigorous analytical technique but rather a broad framework for reviewing 

changes in the outside world that may affect a particular enterprise 
(Macmillan and Tampoe 2000). 
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Porter's "five forces" analysis (Porter 1980) is another example of strategy 

models taking an outside or environment approach. However, according to 

Johnson and Scholes (1999), one of the problems in analyzing competition is 

that the idea of the "industry" is not always helpful because its boundaries 

can be unclear and are not likely to provide a sufficiently precise delineation 

of competition. 

2.2.2 Internal Perspective I Resource Based View I Core 

Competence 

Traditionally strategy has taken greater notice of the external environment 

and hence put more emphasis on external analysis. Over the last few years 
there has been more emphasis on the significance of resources and 
capabilities as a basis for strategy making. 

Core competence is a comparatively new concept which has now been used 

extensively in the field and there is a growing body of literature on how the 

concept can be used in practice (Macmillan and Tampoe 2000). It is defined 

as "a technical or management subsystem which integrates diverse 

technologies, processes, resources and know-how to deliver products and 

services, which confer sustainable and unique competitive advantage and 

added value to an organization" (Tampoe 1994). Further, Normann and 
Ramirez (1993) see competencies as the technologies, specialized expertise, 

business processes and techniques that a company has accumulated over time 

and packaged in its offerings. 

The concepts of resource-based core competence and competing on 

capabilities assumed that the roots of competitive advantage were inside the 

organization and that the adoption of new strategies was constrained by the 

current level of the company's resources (Collis and Montgomery 1995). 

Analyzing the strategic capability of an organization is clearly important in 

terms of understanding whether the resources and competencies fit the 

environment (Johnson and Scholes 1999) and especially important nowadays 
because of the unpredictability of the external world and the importance of 
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enterprise capability in the context of strategy (Macmillan and Tampoe 

2000). 

However, some people argue whether the core competence can be the 

starting point of business strategy. Matheson and Matheson (1999) argue 

that because the ever-changing market is full of uncertainty, the core 

competence of a company is often eroded and no longer competitive, and an 
inside-out perspective often leads to poor decision making. Webb and Gile 

(2001), using Honda's entry to the American market as an example, argue 
that companies focused on their own "cores" can be blindsided if customer 

requirements shift in a direction counter to the way core competencies are 

aligned; they state explicitly that "most companies look at their core 

competencies when they want to build competitive advantage, but they're 

grabbing the wrong end of the value chain. " They thus question Porter's 

value chain model and suggest that it is necessary to "revise the value chain" 

starting with the consumer and company, and ending with supplier. 

2.2.3 Consumer Perspective 

Among various views in the field of strategy, some have taken a consumer 

perspective and been more concerned with meeting the needs of the customer. 
They believe that in many cases the customer - not the competition - is 

the key to a company's prospects (Ohmae 1988). Customers and the 

satisfaction of their needs is the final driver of strategy (Golub, Henry et al. 
2000). Levitt (1960) believes that given the customer's needs, industry 

develops backwards, first concerning itself with the physical delivery of 

customer satisfactions. It then moves back further to creating the things by 

which these satisfactions are in part achieved. Many agree with Levitt's 

point of view. According to Macmillan and Tampoe (2000), strategy is 

defined as "the way in which a corporation endeavours to differentiate itseýf 

positivelyfrom its competitors, using its relative strengths to better satisfy 

customer needs", which explicitly clarify customers and the satisfaction of 

their needs as a driver of strategy. Webb and Gile (2001) believe that only if 

one starts with the customer can one better focus on what is truly important - 
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customer needs. The ability to concentrate on customers and understand their 

changing needs is the first step in focusing the organization on a winning 

vision. 

Matheson and Matheson (1999) present an outside-in strategic model which 

reverses the belief that the roots of good strategic decision making are in 

cultural and organizational norms and patterns; they believe that to develop 

good strategy, a firm must have an outside-in perspective, working inward 

from the motivation and forces acting on customers toward the implications 

for the company. 

Foxall and Goldsmith (1994) see the key to achieving sustainable 

competitive advantage for virtually any organization is the ability to provide 
customers with an offering that is perceived to be valuable and unique. It 

requires a profound understanding of the value creation opportunities in the 

marketplace, choosing what value to create for which customers, and how to 
deliver that value in an effective and efficient way. 

Among these different views in this field, it is apparent that it is arguable 

what perspective a sound strategy should take: should it be the inside-out 

(resource based core competence) or outside-in (the external consumer 

perception of value)? 

Other authors such as Normann and Ramirez (Normann and Ramirez 1993) 

perceive them to be equally important to an organization and explicitly point 

out that what really matters in today's economy is "knowledge and 

relationships of an organization's competencies and customers. " They argue 
that the established customer base is another key asset for any COMPanyl 
together with core competence; and that knowledge alone is not enough, 
because, apparently, a company's competencies are worthless without 

customers willing to pay for them. In this respect, "strategy is the way a 

company defines its business and links together the two key resources" and 
"the underlying strategic goal is to create an ever-improving fit between 

competencies and customers". 

2-10 



2.3 COMPANY ORIENTATIONS TOWARDS THE 

MARKETPLACE 
Reviewing the evolution of marketing and business strategy, it is also shown 

that the philosophy guiding a company's marketing efforts, or the company 

orientation toward the marketplace, evolves accordingly. Very often, these 

orientations and interests conflict. There are three competing concepts under 

which organizations conduct marketing activities: the production and product 

concept, the selling concept, and the marketing concept. 

2.3.1 The Product/Production Concept 

The product and production concept is one of the oldest concepts in business, 

and holds that consumers will favour those products that offer the most 
quality, performance, or innovative features and will prefer products that are 

widely available and inexpensive (Kotler 2000). Product/production-oriented 

companies often design their products with little or no customer input and an 
"if we can make it, it will sell" management philosophy characteristic of this 

concept (Perreault and McCarthy 2004). According to Levitt (1960) this can 
lead to marketing myopia. When production capability improved greatly by 

1930, the key issue was not just to produce but to beat the competition and 

win customers. The selling concept emerged in reaction to increasing 

competition. 

2.3.2 The Selling Concept 

After the World War 11, with the emergence of a consumption oriented 

society in the West, sales became a company's focal point and the selling 

concept replaced the emphasis on efficient manufacturing (Nijssen and 

Frambach 2001). Most firms practice the selling concept when they have 

overcapacity and their aim is to sell what they make rather than make what 

the market wants (Kotler 2000). The selling concept assumes that profits can 
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be gained through increasing sales volume by selling and promoting efforts. 

According to Kotler (2000), marketing based on hard selling carries high 

risks due to a lack of concerns to consumer satisfaction. 

2.3.3 Marketing Concept 

Distinct from selling concept, the marketing concept refers to where "an 

organization aims all its efforts at satisfying its customers - at a profit" 

(Perreault and McCarthy 2004). Levitt (1960) drew a perceptive contrast 
between the selling and marketing concepts: 

Sellingfocuses on the needs of the seller, marketing on the needs of 
the buyer. Selling is preoccupied with the seller's need to convert his 

product into cash, marketing with the idea of satisfying the needs of 
the customer by means of the product and the whole cluster of things 

associated with creating, delivering andfinally consuming it. 

2.3.3.1 Definition 

A review of the literature reveals many diverse definitions of the marketing 

concept. Felton (1959) defines the marketing concept as "a corporate state 

of mind that insists on the integration and coordination of all the marketing 
functions which, in turn, are melded with all other corporate functions, for 

the basic purpose of producing maximum long-range corporate profits". 
McNamara (McNamara 1972) takes a broader view and defines the concept 

as "a philosophy of business management, based upon a companywide 

acceptance of the need for customer orientation, profit orientation, and 

recognition of the important role of marketing in communicating the needs of 

the market to all major corporate departments". 

Although the definition of the marketing concept may differ in scope, it is 

clear that there are three basic ideas and core themes within the definitions 

(Kotler 2000): 
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(i) customer focus: It seems that a 'give the customers what they 

need' approach is obvious; however, understanding customer 

needs and wants are not always simple even when the target 

market can be defined. 

a total company effort: when all the company's departments work 
together to serve the customer's interests, the result is integrated 

marketing. 
profit - not just sales - as an objective: the ultimate purpose of 
the marketing concept is to help organizations achieve their 

objectives. 

2.3.3.2 Concept Fundamentals 

It is believed that the marketing concept holds that the key to achieving its 

organisational goals consists of the company being more effective than 

competitors in creating, delivering and communicating customer value to its 

chosen target markets. Hooley and Saunders (1993) outline a set of basic 

marketing principles that they believe serve to guide both marketing thought 

and action. These fundamentals are: 
(i) The customer is king 

It is recognized that the long-run objectives of the organisation, are best 

served through achieving a high degree of customer satisfaction. Kotler 

(1999) see that customer satisfaction depends on a product's perceived 

performance in delivering value relative to a buyer's expectations. Thus, it 

requires a close investigation of customer wants and needs followed by a 

clear definition of how the company can best serve them. 

The following quotation by Levitt (1960) provides an insight into what is 

fundamental in the marketing concept: 
A truly marketing-mindedfirm tries to create value-satisfying goods 

and services that consumers will want to buy. What it offers for sale 
includes not only the generic product or service, but also how it is 

made available to the customer, in what form, when, under what 
conditions, and at what terms of trade. Most important, what it offers 
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for sale is determined not by the seller but by the buyer. The seller 

takes his cuesftom the buyer in such a way that the product becomes 

a consequence of the marketing effort, not vice versa. 

00 customers do not buyproducts 

Levitt (1960) once argued: 'customers do not need a drilling machine, they 

need a hole in their wall', which explicitly points out that what the consumer 
is after is the benefit/value that the product can bring. Thus, consumers are 
less interested in the technical features of a product or service than in what 
benefits they get from buying, using or consuming the product or service. 
Products or services are just a means of pursuing value or 'bundles of 
benefits' for consumers. 

(iii) marketing is too important to leave to the marketing department 

It is easy to understand that once an organisation is convinced about a 

marketing orientation, all departments are supposed to work together to serve 

the customer's interests and thus marketing is the job of everyone in the 

organization. However, it is not always true in reality. After reviewing the 

export marketing performance of manufacturing companies in Great Britain 

over the past 30 years, King (2001) has pointed to a number of 

misconceptions as to what marketing is. One of the most sinister ones is what 
he terrns as 'marketing department marketing', where the marketing men 
have understood that the company's success depended on studying the 

consumer's wants, and genuinely made progress in doing so, but all too often 

they have been given little real authority and, because of these departmental 

barriers, have not been able to do much about meeting those wants. Hooley 

and Saunders (1993) thus reckon that "marketing is so central to both 

survival and prosperity that it is far too important to leave only to the 

marketing department. " 

markets are heterogeneous 

It has long been recognized that most markets are not homogenous, but are 

constituted with different sub groups of consumers that have relatively 

similar needs and wants within these. Recognition of this heterogeneous 
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characteristic of markets is a key for organizations to reconstruct the market 

mix to meet the unique needs and wants of selected targets. Therefore, many 
people believe that market segmentation is the key strategic concept in 

marketing today. Myers (1996) reckons that benefit segmentation is one of 
the most useful ways of segmenting markets because it relates the 

segmentation back to the real reasons for the existence of the segments in the 
first place - different benefit requirements . 

(V) markets and customers are constantly changing 
Together with the heterogeneous characteristic, it is recognized that markets 
and customers are constantly changing, especially in today's market place, 
where organisations have encountered enormous challenges due to the 

emergence of new behaviours and new phenomena in a radically changing 
marketplace; these are typically a result of major societal forces such as 
technological advances, globalisation, and deregulation. Consequently, 

customers are becoming increasingly sophisticated and show less loyalty. 
Monitoring changes in the market is imperative for an effective market 
strategy. 

The marketer's argument for embracing the marketing concept is simple 
(Kotler 2000): 

1. The company's assets have little value without the existence of 

customers; 
2. The key company task therefore is to attract and retain customers; 
3. Customers are attracted through competitively superior offerings and 

retained through satisfaction; 
4. Marketing's task is to develop a superior offering and deliver 

customer satisfaction; 
5. Customer satisfaction is affected by the performance of other 

departments; 

6. Marketing needs to influence these other departments to cooperate in 
delivering customer satisfaction. 
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2.4 MARKET ORIENTATION 

Recognition of the marketing concept as a core of any business leads to the 

concept of market orientation. Terms such as marketing orientation, 

customer orientation, marketing driven and customer centric have been 

widely used, but these terminologies are ambiguous; for example, marketing 
orientation (business philosophy), market orientation (implementation of that 

philosophy), customer-led (satisfying customer expressed needs), and 
market-oriented (satisfying customer latent needs) (Phillips, Davies et al. 
2001). Whilst, they vary in scope and meaning from one term to another, and 
application of these terms is confusing, there is a common understanding that 
to most extents they all refer to the way that an organization implements the 

marketing concept - "an organization aims all its efforts at satisfying its 

customers at a profit". (In this dissertation, the term 'market orientation' is 

used to refer to this concept). 

2.4.1 Definition 

Market orientation was originally defined as "an organization -level culture 

-a set of shared values and beliefs about putting the customer first in 
business planning" (Narver and Slater 1990). It is apparent that the concept 
of market orientation generally consists of the main idea of the marketing Zý 
concept: (i) customer orientation and targeting, (ii) integrated marketing 
organization, that is, the integration of effort by all areas of the organization 
to satisfy corporate goals by satisfying customer needs and wants, and (iii) 

profitability (Kohli and Jaworski 1990; Kotler 2000; Perreault and McCarthy 
2004). 

Kohli and Jaworski (1990) provide a more precise and operational view of 
the market orientation definition and structure. They argue that being 

consumer oriented goes far beyond the traditional view that a customer focus 
involves just obtaining information from customers about their needs and 
preferences. They see that consumer orientation involves taking actions 
based on market intelligence rather than verbalized customer opinions alone, 
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including i) consideration of exogenous market factors (e. g., competition and 

regulation) that affect customers' current as well as future needs and 

preferences; and ii) profitability, one of the basic ideas of the marketing 

concept according to Kotler (2000), is viewed as a consequence of a market 

orientation rather than a part of it. 

Therefore, market orientation has been redefined as "a set of activities or 

behaviours relating to market intelligence gathering, market intelligence 

dissemination, cross-functionally within a firm, and the action responses 
based on this intelligence" (Kohli and Jaworski 1990). This definition 

quantifies the concept as three components -ý'generation of, dissemination of, 

and responsiveness to market intelligence ", - thus enabling an organisation 

to diagnose its level of market orientation, identify specific deficiencies, and 
design interventions tailored to the particular needs of an organization. Thus 

marketing orientation can be seen as a framework for understanding the 

implementation of the marketing concept. Further, Narver and Slater (1990) 

have defined the dimensions of marketing orientation and believe that three 

fundamental behavioural components of market orientation are "customer 

orientation", "competitor orientation", and "inter- 
. 
/unctional coordination". 

2.4.2 The Effect of Market Orientation on Business 

Performance 

The hypothesis that more marketing oriented firms seem to enjoy a higher 

level of business performance has been evidenced by many empirical studies 

which show that a business adopting a market orientation can substantially 
improve its market performance (Levitt 1960; Kotler 1984; Narver and Slater 

1990; Jaworski and Kohli 1993; Webster 1994; McDonald 1996; Chang and 
Chen 1998), producing superior quality, enhanced productivity and stronger 

customer loyalty (Zeithaml, Parasuraman et al. 1990); and is most likely to 

lead to higher customer satisfaction and repeat business, organizational 

culture, job satisfaction, employee commitment, and thus business 

performance (Narver and Slater 1990). At the same time, marketing 

orientation can contribute to long-term success in terms of profitability and 
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sales growth in both commodity and non-commodity businesses (Narver and 
Slater 1990; Narver, Jacobson et a]. 1999). Further, Rodriguez Cano, 

Carrillat et al. (2004)'s meta-analysis, including studies conducted in 23 

countries spanning five continents, suggests that the relationship between 

market orientation and business performance is positive and consistent 
worldwide. 

2.5 STRATEGIC MARKETING PLANNING 

Once convinced of the need for a customer orientation, attention then turned 
to a more effective approach to the marketing function- "strategic 

marketing planning" (SMP) (McNamara 1972). 

Given that the roles of marketing are (i) identification of customer 

requirements, wherein the first critical task of marketing is to identify the 

requirement of customers and to communicate them effectively throughout 

the organisation; (ii) deciding on the competitive positioning to be adopted, 

and recognising that the heterogeneousness of market placement leads to the 

need to decide clearly which target market or markets the organization will 

seek to serve; and (iii) implementing the marketing strategy, where the third 
key task of marketing is to marshal all the relevant organisational resources 
to plan and execute the delivery of customer satisfaction (Hooley and 
Saunders 1993), these can be realized via the strategic marketing planning 

process. 

Strategic marketing holds the belief that consumer value is the core of the 
business process, and places marketing at the beginning of the planning 

process. Strategic marketing proposes that companies see themselves as part 

of a value creation and delivery sequence (Kotler 2000). As shown in Figure 

2-2, this sequence consists of three parts: (i) choosing the value, including 

the formula "segmentation, targeting, positioning (STP) " which is seen as 
the essence of strategic marketing; (ii) providing the value, where developing 

specific product features, prices, and distribution are part of tactical 

marketing; and (iii) communicating the value, utilizing the sales force, sales 
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prornotion. advertising. and other promotional tools to inform the market 

ahout the product. 

Figure 2-2 Value Creation and DeliNer) Sequence 

mý, ý ft, ý, -, pr-idiýg th, om-i-rj- f th, ml., 

lm-rir mrk-ing 

source: (Kotler 2000) p85 

gins before there is a product and It is apparent that the marketing process be,,, 

continues whilst it is being developed and after it becomes available. Ni ss L- _j en 

and Frambach (2001 ) believe that marketing strate,, \, is a functional strate, -, \ 

under both business and corporate strategy. and is seen as the strateo\ that 

bridges the gaps between business strate(-, v .s decisions for creating customer 

value and fillim-, in the marketinc, mix to realize it at the custorner end. As 

such. Keeoan (2004) sug-ests that strate, -, ic marketing planning is "a liveniv- 

first century j)ersj-)ecth, e 

In many companies, the k-ey elements of the strategic marketing planning 

process - segmentation, positioning, and new product planning and 

development - are considered separately. are not well coordinated: and are 

often done by different people at different locations, both inside and outside 

the organization. Therefore, it is su(-, -(, ested that these distinct roles and 

functions In the strate2ic marketing planning process need to be carefully 

coordinated and integrated because they provide the basic foundation on 

\AhIch marketing operating plans are de\eloped for each maJor product or 

ser\ice line (M\ers 1996). Strategic marketing planning thus becomes 

essential to intearate these functions to(Yether to deliNer the maximum 

consurner \alue. Further, a lack of diffusion is found in the pri\ate and 

public sector (Saunders. Saker et al. 1996) which reflects the fact that its 

practice is not as straightforward as the prescripti\e literature su2(-, ests 

(Greenlev and Bavus 1994). Therefore, it is suggested that a strategic 
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marketing formalization might have a greater impact on the success of 

market orientation (Claycomb, Germain et al. 2000). 

Within the value creation and delivery sequence, illustrated in Figure 2-2, the 
first phase, "choosing the value" consists of three main elements: i) 

segmentation - deciding on variables for segmenting markets, profiling 

emerging segments, and validating these segments); ii) targeting - deciding 

on a targeting strategy, and targeting single or multiple segments for 

marketing strategy development; and iii) positioning - understanding 

consumer perceptions, positioning products in the mind of consumer, and 
designing appropriate strategies to differentiate products or a company from 

its competitors (Dibb, Sally et al. 1991). The formula "segmentation, 

targeting, positioning" (STP), which is the essence of strategic marketing 

(Kotler 2000), is further discussed in the rest of this chapter. 

2.5.1 Segmentation 

Market segmentation is an effort to increase a company's precision 

marketing and has long been recognized as a central concept in both 

marketing literature and practice. The identification of target customer 

groups (a homogeneous group of people with similar types of needs/wants) 
is called "market segmentation", where customers with similar requirements 
(expectations) and buying characteristics are aggregated into the same group 
(Kara, Ali et a]. 1997). It is broadly agreed that the use of segmentation 

research can help organizations to align market strategy against the selected 

target market segments for each of the firm's planned marketing offerings, 
including price changes, new product offerings, product changes, advertising 

themes, promotional efforts, and the like (Wind 1978). 

Further, the process of segmenting and selecting markets makes the 

allocation of corporate resources more efficient in the sense that funds and 
human resources are allocated to relatively smaller groups of consumers than 
if the whole market were the target. The practice of segmentation also makes 
the design of marketing strategy more effective because the manager has the 
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sense of directing resources at specific and identifiable groups of people 
rather than diverse collections of individuals (Foxall and Goldsmith 1994). 

2.5.2 Targeting 

Once market segments has been profiled, the most fundamental decision a 

company faces is its choice of market or markets to serve (Hooley and 
Saunders 1993). The segment's overall attractiveness, and company's 

objectives and resources, are two main evaluation factors for selecting 

markets. 

Many models and tools have been developed, following the strategic 
disciplines, to analyse a segment's attractiveness, such as Porter (1980)'s 

"five forces" industry model. Following Abell and Hammond (1979)'s 

categorization, the quality of a market is dependent on a number of factors, 

namely: market factors, economic and technological factors, competitive 
factors, and environmental factors. Segments which are big and growing, 

offer the best prospects for the future, whilst, of prime importance is the 

scope for building a valuable and defensible position for the company in that 

segment (Hooley and Saunders 1993). Therefore, a clear identification of the 

company's strengths with regard to the proposed segment is required. 
Accordingly, of the many modules and tools proposed, Abell and Hammond 

(1979) have summarized these relating to the assessment of a firm's strength, 

or its ability to serve a particular market under three main headings: i) the 
firm's current market position, ii) the firm's economic and technological 

position, and iii) the firm's capability profile. 

Following evaluation, the next step is selecting the market segments to target. 
As noted by (Kotler 1984), there are three broad approaches a company can 
take to its market, having identified and evaluated the various segments that 

make up the total. The company can pursue i) "undifferentiated" marketing, 

essentially producing a single product designed to appeal broadly to all 

segments, which is carried out in the cost leadership strategy proposed by 

Porter (1980); ii) "differentiated" marketing, offering a different product to 
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each of the different segments: or iii) "conceim-wed" marketing. focusing 

attention on one, or a feA. segments. Further, Abell (1980) has prONIded a 

more analýtlcal pattern as shown in Figure 2-33. \\here fiNe generic strategies 

for taroet market selection have been illustrated. 

Fioure 2-3 FiNe Patterns for Tar-et NI a rket Select ion 
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1 concentration 2 Selective specialization 3 Product specialization 4 Market specialization 5 Full market coverage 
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Source: (Kotler 2000) P. 274 

It is suc-ested that a mass marketina or undifferentiated rnarketinu sti*ate(-, \ 

(to", ards the right hand side of Figure 2-31) makes more sense "lien customer 

needs and wants are similar. as well as in small and simple markets vvhere 

the scope for segmentation is less. Conversek. niche strategn or 

concentrated, focused marketing (tovvards the left hand side of Figure 2-3) 

can be applied when preferenccs are clustered. 

Given that the selection of xAhich potential market se-inents or se(-1111ents to 

serve is the crucial step in developing a cornprehensiNe marketing strategy 

based on market seomentation studies. Hooley and Saunders ( 1993) 

concluded that until the tamets ha\e been clearl) identified. and their 

requirements and motivations fully explored. it is not possible to take fully 

rational decisions concernIn2 the remainder of the market mix. 

2.5.3 Positioning 

The notion of' positioning is that a companý . productý or sen Ice should stand 
for something important that could be expressed concisek and repeatcdlý in 

I 
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promotional efforts of various kinds (Myers 1996). Foxall and Goldsmith 

(1994) take a more executional view and believe that position refers to the 

use of strategic marketing tools and the marketing mix, to give a brand a 

specific and often unique image or position in the minds of the consumers in 

each target segment. 

In the 1960s, when the growing economy had produced a surge in new 

products, services and brands of many kinds for the Western consumer 

market, it became more difficult to base slogans on real differences among 

product or service offerings. This in turn led to a demand for greater efforts 
to find differences, either real or imaginary, among one firm's 

product/service offering and others in the same marketplace. In their book 

"Positioning: The Battlefor Your Mind", Ries and Trout (2001) proposed a 

new approach to communication termed "positioning". They believed that 

the basic approach of positioning is not to create something new and 
different, but to "manipulate what's already up there in the mind, to retie the 

connections that already exist" (p. 5) and "Positioning is not what you do to 

a product. Positioning is what you do to the mind of the prospect. That is, 

you position the product in the mind of the prospect " (p. 2). 

Positioning has a central role within modem marketing, providing a bridge 

between the company and its target customers, describing to customers how 

the company differs from current or potential competitors. Positioning 

therefore becomes the actual designing of the company's image so that the 

target customers understand and appreciate what the company stands for in 

relation to its competitors (Kotler 1984). Foxall and Goldsmith (1994) 

believe that marketing managers should allocate corporate resources to the 

achievement of this end - positioning; that is, they must spend their limited 

funds in the four areas of product development, pricing, distribution, and 

promotion with the goal of positioning a brand into a unique place in the 

market, and that positioning is the aim and inevitable result of executing a 

market strategy. Further, because the position can be central to customers' 

perception and choice decisions, the positioning decision is often the crucial 

strategic decision for a company or brand, and positioning can be approached 
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either by differentiation of (i) attributes, (ii) price/quality, (iii) use or 

applications, (iv) product-users, (vi) the product class , or (vii) the competitor 
(Aaker and Shansby 1982). 

In marketing, segmentation and positioning are inseparable. While 

segmentation identifies homogeneous groups of potential customers, 

positioning research shows how those customers perceive the competing 

products or services. Both segmentation and positioning research are 

therefore ways of enhancing a picture of how customers in a market can be 

grouped, and how those customers group the products or services on offer 
(Hooley and Saunders 1993). Market segmentation and positioning are 
inextricably related as buyers and sellers seek mutual accommodation in 

product/service offers that best satisfy preference and profit objectives 
(Green and Krieger 1991). 

2.6 SUMMARY 

This chapter has reviewed the strategy and marketing concepts that have 
ZIP 

been developed alongside the evolution of business environment. It has 

demonstrated that the marketing concept and consumer value perception is 

importance in providing a guiding approach to doing business in the face of 
increasingly competitive and less predictable marketing environments. 

Given the imperative for a market orientation for today's business 

environment, and the essential role of the strategic marketing planning 

process, market segmentation as an initial input is therefore seen to be 

important. 
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Chapter 3 MARKETING SEGMENTATION 

Figure 3-1 Chapter 3 Structure 

3.1 
MARKET SEGMENTATION CONCEPT 

3.2 
SEGMENTATION BASIS 

3.3 
CRITERIA FOR CHOOSING G) (D 

SEGMENTS 

3.4 
MARKET SEGMENTATION IN 

QUESTION 

3.5 
MARKET SEGMENTATION IN 

EMERGENT MARKETS 

This chapter introduces the relevant concepts and approaches to market 

segmentation. It begins with the essentiality of market segmentation in the 

evolving consumer market. The concept of market segmentation and the 
levels of segmentation are discussed. It then explores various bases for 

market segmentation given that the selection of appropriate bases is the 

crucial decision for a segmentation scheme. Disadvantages and advantages 

of these variables are discussed based on a classification model of 

segmentation variables proposed by the author. Following this, the criteria 
for choosing segmentation bases are introduced. 
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Increasingly fragmented markets present new challenges and opportunities 
for market segmentation and lead to a need for a more complex approach to 

segmentation that recognizes the purposefulness of consumer behaviour and 

uses individual usage situations as the basic building blocks for segmentation 
(Wedel and Kamakura 2000). In this respect, the means-end chain approach 
is introduced as an alternative for current market segmentation and will be 

fully explored in Chapter 5. At the same time, the question is raised as to 

whether China, as one of the "biggest emerging markets", is faced with the 

same challenges, discussed above, and whether it has grown to a point at 

which significant levels of segmentation have occurred. This will be 

discussed in Chapter 4. 

3.1 MARKET SEGMENTATION CONCEPT 

Since Smith's (1956) article on market segmentation, where it had been 

recognised that systematic differences in the variance of consumers could be 

identified, the concept of market segmentation has become seen as a 
fundamental component of marketing strategy (Palmer and Millier 2004) and 

a logical extension of the marketing concept itself (Hooley and Saunders 

1993). As market-oriented thinking has evolved within firms, the concept of 

market segmentation has emerged (Wedel and Kamakura 2000). 

The need for segmentation arises as a result of the increase in the affluence 

of consumers and the increase in the number of alternative products and 

services available to them. The diversity and variations in both supply / 

production processes and consumer demand, especially after the Second 
World War, has grown rapidly (Stewart 1991). Mass marketing has become 
less effective in economies in which people differ significantly from others 
in their motivations, needs, decision processes, and buying behaviour. 
Consequently, the theory of perfect competition and pure monopoly 
(Chamberlin 1933) became inadequate as an explanation of the modem 
business scene. Engel, Blackwell et a]. (1995) believe that in industrially 
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advanced societies there are few mass markets left, and that there are only 

variations in the size of segments. They perceive that the segmented markets 

are caused by (i) affluence which permits consumers to afford products that 

reflect variations in their individual preferences and behaviour; (ii) 

sophisticated approaches to consumer measurement and databases which 

permit product designers and marketing strategists to understand variations 
in consumer decision making and behaviour; (iii) custom manufacturing 

which permits production processes to be computer controlled and tailored to 

smaller production runs without corresponding increases in costs; and (iv) 

new forms of distribution. 

Further, this diversity among consumers is amplified by advertising and 

promotional activities that tend to emphasize appeals to selective rather than 

primary buying motives and to point out the distinctive or differentiating 

features of the advertiser's product or service offer; therefore, as a result of 
both the planned and uncontrollable differences that exist in the products of 

an industry, sellers make different appeals in support of their marketing 

efforts (Smith 1956). 

3.1.1 Definition of Market Segmentation 

In marketing literature, the term "market segmentation" is used frequently to 

refer to a management strategy rather than a market condition or perception 
of a market condition. Authors such as Engel et al (1995) define "market 

segmentation" as "the process of so designing or featuring a product or 
service that it will make a particularly strong appeal to some identifiable 

subpart of a total market". Dickson and Ginter (1987) see the market 
segmentation and segmentation strategy as two separate concepts. They 
define market segmentation as "heterogeneity in demand functions exists 
such that market demand can be disaggregated into segments with distinct 
demand functions" and market segmentation strategy as the "alteration of 
perceptions so as to result in a state ofproduct differentiation ". 
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The essence of these definitions is that market segmentation presupposes 
heterogeneity in buyers' preferences (and ultimately choices) for 

product/serv ices and that companies can react to or possibly produce 

preference heterogeneity by modifications of their current product/service 

attributes, distribution and advertising/proMotion (Green and Krieger 1991). 

As Wind (1978) states: 'market segmentation involves viewing a 
heterogeneous market as a number of smaller homogeneous markets, in 

response to differing preferences, attributable to the desires of consumersfor 

more precise satisfaction of their varying wants. ' 

The analytical goal of market segmentation is, therefore, to measure 

consumer behaviour and place each person into a group (or segment) that 

will minimize the variance in behaviour between each member of the 

segment and maximize the variance between segments, according to market 

partitioning of the firm's product/market mix. The alternative is called 

market aggregation or mass marketing, in which all consumers are offered 
identical products or services. 

Management acceptance of the market segmentation concept has resulted in 

the use of segmentation research to answer a wide range of marketing 

questions about the response of market segments to the firm's marketing 

strategies (price changes, new product offerings, product changes, 

advertising themes, promotional efforts) as well as the selection of target 

market segments for each of the firm's planned marketing offerings (Wind 

1978). 

It is apparent that consumer satisfaction is the ultimate objective of market 

segmentation. Besides being one of the major ways of operational i sing the 

marketing concept, segmentation provides guidelines for a firm's marketing 

strategy and resource allocation against consumers' preference (Wind 1978). 

Moreover, earlier research (Narver and Slater 1990; Slater and Narver 2000) 

has demonstrated that market segmentation is an important tool for 

increasing profitability. Faced with heterogeneous markets, a firm following 

a market segmentation strategy can usually increase the expected 
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profitability (Narver and Slater 1990; Slater and Narver 2000), providing a 

major theoretical rationale for the segmentation concept (Frank, Massy et al. 
1972). 

3.1.2 Levels of Market Segmentation 

The starting point of any segmentation is "mass marketing", where the seller 
engages in the mass production, mass distribution, and mass promotion of 
one product for all buyers (Kotler 2000). The argument for mass marketing 
is that it creates the largest potential market, which leads to the lowest costs, 
which in turn can lead to lower prices or higher margins. 

However, with increased splintering of the market, it is almost impossible to 

satisfy all customers in a single market with a single marketing strategy. 
Therefore, firms offer a multitude of products and brands to different market 

segments. In this way, these firms move away from mass marketing towards 
"segment marketing" where the focus is on a particular group of customers. 
A market segment consists of a large identifiable group within a market with 
similar wants, purchasing power, geographical location, buying attitudes, or 
buying habits. Segment marketing offers several benefits over mass 
marketing, as a company can create a more finely-tuned product or service 
offering and price it appropriately for the target audience; consequently, the 

choice of distribution channels and communications channels becomes much 
easier when faced with fewer competitors in the particular segment (Kotler 
2000). 

It is argued that success in planning marketing activities requires precise 

utilisation of market segmentation, targeting and positioning as a component 

of marketing strategy development (Kotler 2000). The changing 

characteristics of consumers, coupled with the transformations taking place 
in the technological environment and problems associated with segmentation 

studies, have stimulated the search for creating new ways of dealing with 
fragmented markets (Kara, Ali et al. 1997). Given that segmentation is not a 

very refined way of differentiating parts of a market, a more refined scheme 
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has evolved termed "niche ", which is a more narrowly defined group, 

typically a small market whose needs are not well served (Kotler 2000). 

The concept of niche has been developed by many researchers (Keegan, 

Moriarty et al. 1991; Shani and Chalasani 1992; Raynor and Weinberg 2004). 

Kotler (2000) suggests that the key idea in niche marketing is specialisation 

and an ideal niche is described as having the following five characteristics: i) 

the niche is of sufficient size and purchasing power to be profitable; ii) the 

niche has growth potential; iii) the niche is of negligible interest to 

competitors; iii) the firm should have the required skills and resources to 

exploit the niche; and iv) the niche should provide entry barriers for 

competitors through accumulated customer goodwill. Niche marketing 

suggests serving one well but precludes serving others, and there are thus 

inevitable trade-offs in providing the kind of service expected of a niche 
(Raynor and Weinberg 2004). 

Although segmented and niched, the market has not yet quite reached its 

ultimate level of internal differentiation. The ultimate level of segmentation 
leads to "individual marketing" (Kotler 2000), with a "mass customiser" 
that efficiently provides individually customized goods and services, and a 
"one-to-one marketer" that elicits information from each customer about his 

or her specific needs and preferences (Pine li, Peppers et al. 1995). 

Marketers are increasingly pursuing the "segment of one", whilst, Dibb's 

(1993) study suggests that one-to-one segmentation faces similar barriers to 

those encountered by "'traditional" segmentation researchers. This means 

that not all businesses will have the capability or desire to pursue a customer- 

centric approach. Similarly, not all consumers will choose to take advantage 

of the new one-to-one purchasing opportunities. He thus concluded that 

while one-to-one marketing will play an important role in future marketing 

strategy, it will continue to co-exist with "traditional" segmentation. 

However, Engel, Blackwell et al. (1995) suggests that it is important to 

measure and identify groups within broader markets that are sufficiently 
homogeneous to warrant separate products or marketing programmes. Doing 

this increases the profitability or effectiveness of the organisation to the 
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extent that the economic benefits provided by consumers exceed the costs of 
the segmentation process. 

3.2 SEGMENTATION BASIS 

Market segmentation is a theoretical marketing concept involving artificial 

groupings of consumers constructed to help managers design and target their 

strategies. Therefore, the identification of market segments and their 

elements is highly dependent on the bases or variables used to define them. 
The selection of appropriate segmentation bases is crucial with respect to the 

number and type of segments that are identified in segmentation research, as 

well as to their usefulness to the firm (Wedel and Kamakura. 2000). 

Figure 3-2 Segmentation Bases 
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Adapted from rigure 2.1 p7 (Wedel and Kamakura 2000) and figure 2.1 p18 (Nlyers 

1996) 
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The first step in segmentation is selection of a basis (the dependent variable) 

as well as descriptors (the independent variables). These variables can be 

divided into two groups: (i) personal variables (such as demographic, 

geographic, and psychographic characteristics) and (ii) situational variables 

(such as product usage and purchase patterns, attitudes, and responses to 

specific marketing stimuli). At the same time, in terms of whether the 

variable is explicit or implicit to a consumer, two groups are distinguished as 

termed "observable" and "unobservable". (See Wind 1978; Green and 
Krieger 1991; Engel, Blackwell et al. 1995; Kotler 2000; Wedel and 
Kamakura 2000) 

The author subsequently posits these variables into a two dimensional matrix 

- "consumer focus" vs. "product focus", and "observable / symptomatic" vs. 
"unobservable / causal" - as shown in Figure 3-2. Four areas are distinct: i) 

area I "background" in which the variables provide macro background 

information about consumers; ii) area 2 "behavioural", related to a 

consumer's behaviours towards products or service; iii) area 3 "attitudinal", 

in which variables are product focused whilst unobservable, that is, often 

related to consumers' attitudes towards a product or service; and iv) area 4 

"psychological", in which variables are consumer focused whilst implicit, 

and psychologically related. 

Based on this means of grouping variables, widely used segmentation bases 

are discussed further. 

3.2.1 Demographics 

Demography refers to the vital and measurable statistics of a population 
(Schiffman and Kanuk 2004) and in many cases demographic information 
includes socioeconomic infon-nation such as income, education , occupation, 
etc. Demographics help to locate a target market and reveal ongoing trends 
that signal business opportunities, such as shifts in age, gender, and income 
distribution. Demographic information is the easiest measurement because it 
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can be objectively measured, and thus is often the most accessible and cost- 

effective way to identify a target market. 

However, according to Hooley and Saunders (1993), the major drawback of 
demographic characteristics as bases for segmenting markets is that they 

cannot be guaranteed to produce segments which are internally 

homogeneous but externally heterogeneous in ways of direct relevance to the 

marketer. As a consequence, a generally low level of correspondence 
between demographics and behaviour has been found in the academic 

marketing research literature (Hooley and Saunders 1993). 

Therefore, this approach falls short of revealing to the manager what his 

target consumer is 'really like'. That is, for those who wish to design 

products and promote them, additional information describing the feelings, 

behaviours, motives, and attitudes of consumers is needed to fill out the stark 
descriptions of consumers revealed by demographic data (Foxall and 
Goldsmith 1994). Market segmentation efforts often fail because beginners 

start with the whole mass market and try to find one or two demographic 

characteristics to segment this market. Customer behaviour is usually too 

complex to be explained in terms of just one or two demographic 

characteristics (Perreault and McCarthy 2004). 

3.2.2 Culture Segmentation 

Sociocultural variables refer to sociological and anthropological variables 
that can be used to subdivide consumer markets into segments on the basis of 
stages in the family life cycle, social class, core cultural values, subcultural 
membership, and cross-cultural affiliation (Schiffman and Kanuk 2004). 
Among them, culture refers to a set of values, ideas, artefacts, and other 
meaningful symbols that help individuals communicate, interpret, and 
evaluate as members of society. Culture provides people with a sense of 
identity and an understanding of acceptable behaviour within society (Engel, 
Blackwell et at. 1995). Segmentation on the basis cultural heritage is itself 
based on the belief that members of the same culture tend to share the same 

3-9 



values. beliefs and customs. Hofstede (2005) believes that -Culiure is Inore 

often a source of conflict than of synergy. Cultural diffiCrences are a 

nuisance at best and often a disaster 

However, for a culture to be of importance for segmentation purposes. Frank, 

Massy et aL( 1972) proposed two major requirements: (1) that membership of' 

the culture is relatively enduring and not transient, and (ii) that membership 

of a subculture is of central importance in affecting the individual's attitudes 

and/or ultimate behaviour. That is, only if these two requirements are 

fulfilled, can the cultural variables be used for segmentation purposes. 

Therefore, Schiffman and Kanuk (2004) aroue that dernooraphics help to 

locate a target market, whereas. psychological and Sociocultural 

characteristics help to describe how its members think and how they Feel. 

Cultural segmentation is particularly successful in international marketino Z__ - -1 
given that marketers understand fully the target countrN 's beliefs, values and 

customs (the cross-cultural context). Further, it is found that culturally 
distinct segments can provide prospects for the sanne product but often are I 
targeted more efficiently with different pronnotional appeals (Schiffman and Cý 
Kanuk 2004) . 

Figure 3-3 "ofstede's Cultural Dimensions 
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Using the data collated from more than 70 countries, Hofstede (2005) has 

developed a model that identifies five primary dimensions to assist in 

differentiating cultures: Power Distance - PDI; Individualism - IDV; 

Masculinity - MAS; Uncertainty Avoidance - UAI; and Long-Term 

Orientation - LTO. His research has indicated significant differences among 
different cultures (as shown in Figure 3-3), and thus demonstrates that 

cultural segmentation is practically useful for international market 

segmentation. 

3.2.3 Personality 

Personality is a concept borrowed from psychology that refers to inter- 
individual differences in broad patterns of behaviour (Mischel 1976), and in 

consumer studies, personality is defined as "consistent responses to 

environmental stimuli" (Kassarjian 1971). 

The personality approach believes that behaviour in the marketplace is 

critically reflective of the individual (Sparks and Tucker 1971). Therefore, 

the most promising line in this research focuses on the relationship between 

personality and information-processing variables and thus is more effective 

than attempting to explain behavioural outcomes with personality alone 

(Engel, Blackwell et al. 1995). 

Several personality inventories have been used by segmentation researchers, 

and in Kassarjian's (1971) review, these inventories are described. For 

example, (i) Gordon's Personal Profile (Sparks and Tucker 1971) has been 

empirically analysed and the association of identical personality traits with 
diverse consumer behaviour suggests that trait interactions or nonlinear 

relationships may compose a significant portion of the personal ity-behaviour 

relation; (ii) Edward's Personal Preference Schedule (Alpert 1972) which 
believes that a powerful relationship can be found between personality and 
the determinants of product choice; (iii) Kinnear, Taylor et al (1974) have 

empirically explored the 'Jackson Personality Inventory' and found a strong 
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relationship between the socioeconomic and personality characteristics of 

consumers and the amount of ecological concern they indicate. 

However, it is recognized in much of the literature (Sparks and Tucker 1971; 

Hooley and Saunders 1993) that behaviour and reasons behind it will vary 

within segments defined on the basis of personality characteristics alone. 

Although personality characteristics are more difficult to measure than 
demographic or geographic segmenation, Engel, Blackwell et al (1995) argue 
that this approach can help explain how consumers behave in various stages 

of the decision process, and that the personality variable of "need for 

cognition" appears to be related to how advertisements may influence the 
formation of attitudes toward a consumer product. Consequently, it is 

believed that the main value of personality measures lies in creating the 
background atmosphere for advertisements, and in some instances, package 
design and branding. 

However, according to Hooley and Saunders (1993) in most instances, 

personality measures are most likely to be of use for describing segments 

once they have been defined on some other basis. 

3.2.4 Psychographics and Lifestyle 

In an attempt to make personality measures developed in the field of 

psychology more relevant to marketing decisions, lifestyle research was 

pioneered by advertising agencies in the early 70s. Lifestyle is a summary 
construct defined as "patterns in which people live and spend time and 
money" (Engel, Blackwell et al. 1995) Psychographics is an operational 
technique to measure lifestyle (Engel, Blackwell et al. 1995) and is often 
used interchangeably with A10 measures, or statements to describe Activities, 
Interests, and Opinions (AlOs). 

Over the past two decades, lifestyle and psychographics have been 
increasingly used as a basis for market segmentation (Kamineni 2005). 
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Market researchers have found that psychographic research provides a 

valuable base for new systems of market segmentation. Advertisers have 

recognized the useful role psychographic research plays in the selection of 
target audiences and advertising strategy. It is a relatively new area of 

exploration, and psychographic segmentation efforts are frequently reflected 
in firms' marketing messages. 

Psychographic analysis allows marketers to understand lifestyles of core 

customers in order to communicate more effectively with people in that 

segment; as a consequence, the significant advantages of lifestyle research 

are again in guiding the creative content of advertising. The analysis can 

also lead to efforts to position new or existing products closely to consumers 
in a lifestyle segment, more effectively than if the segment were described 

only by demographics. However, it is unlikely that lifestyle research will 

supplant demographics as a major segmentation variable due to the major 
tasks involved in gathering the data (Hooley and Saunders 1993). Engel, 

Blackwell et aL(] 995) also suggest that a better practice is to avoid definition 

of the segments through AlOs in favour of using AlOs to better understand 

segments that have been defined with more traditional variables. 

It is apparent that values are relatively enduring whilst lifestyles change 

more rapidly; therefore another approach- the values and lifestyle (VALS) 

(refer to 3.2.5) - appears more convincing (Engel, Blackwell et al. 1995). 

3.2.5 Personal Values 

Values represent consumer beliefs about life and acceptable behaviour. 

Conceptual isation of the term value reflects the interest of several disciplines 

such as anthropology, sociology and psychology. In the discipline of 

consumer value, Rokeach's (1968) view from the standpoint of psychology 

exploring attitudes and personal motives has been widely used. Rokeach 

(1973) has defined a value as "an enduring belief that a specific mode of 

conduct or end-state of existence is personally or socially preferable to an 

opposite or converse mode of conduct or end-state of existence ". A person's 
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values are assumed to come from "culture, society, its institutions, and 

personality" (Rokeach 1973). Personal values reflect the choices an 
individual makes from the variety of social values or value systems to which 
that individual is exposed (Engel, Blackwell et al. 1995). Value can be either 

personal or social (Refer to 3.2.2). Personal values reflect the choices an 
individual makes from the variety of social values or value systems to which 
that individual is exposed. 

Table 3-1 The Rokeach Value Scale 

Terminal 
(Desirable End-States) 

Instrumental 
(Modes of Conduct) 

A comfortable life Ambitious 
An exciting life Broad-minded 
A sense of accomplishment Capable 
A world at peace Cheerful 
A world of beauty Clean 
Equality Courageous 
Family security Forgiving 
Freedom Helpful 
Happiness Hones 
Inner harmony Imaginative 
Mature love Independent 
National security Intellectual 
Pleasure Logical 
Salvation Loving 
Self-respect Obedient 
Social recognition Polite 
True friendship Responsible 
Wisdom Self-controlled 

Source: (Rokeach 1973) 

The enduring nature of values and their central role in personality structure 
have led them to be applied to understanding market segmentation (Engel, 

Blackwell et al. 1995). Vinson, Scott et al. (1977) believed that knowledge 

of consumer value provides an efficient, measurable set of variables closely 

related to needs which expand the marketer's knowledge beyond 

demographic and psychographic differences. Based on the use of value 

profiles to segment markets, a marketer can therefore develop programmes 

which would maximally enhance the important values of consumer in each 

market segment. Thus, in additional to the more traditional variables, values 

could be employed as a standard consideration in market analysis and as a 
tool to achieve greater precision and effectiveness in market segmentation. 
Careful assessment of values and emerging value trends allows the 
identification of new product opportunities and the repositioning of existing 
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products together with a more effective promotional strategy to create and 

reinforce a preference by appealing to centrally held values. 

The Rokeach Value Scale (RVS) is the most often used measurement of 

values for consumer research. He believes that values are concerned both 

with the goals (end-state or terminal elements), and the ways of behaving 

(instrumental components) to obtain goals are know as 'Rokeach Value 

Scales (RVS)' as shown in Table 3-1. 

Further to the RVS, Vinson, Scott et al. (1977) proposed a framework to 

organize the consumer's value-attitude system. In this framework, values are 
investigated at three mutually dependent and at least partially consistent 
levels of abstraction, arranged in a hierarchical network, which refers to: (i) 

global values: enduring beliefs concerning desired states of existence or 

modes of behaviour (at the central level); (ii) Domain-specific values: beliefs 

relevant to economic, social, religious and other activities (at the 
intermediate level); and (iii) evaluation of product attributes (at the least 

central level). Domain-specific values are hypothesized to bridge "the gap 
between the traditional conception of closely held but general global values 

and the less closely held descriptive and evaluative beliefs about products' 

attributes" (Vinson, Scott et al. 1977). 

Most applications in the past have used the RVS to describe the differences 

between segments defined a priori as demographic or other variables (Vinson, 

Scott et al. 1977), whilst, increasing marketing applications have begun to 

use RVS as the criterion for segmenting the population into homogenous 

groups of individuals who share a common value system (Kamakura and 

Mazzon 1991). These applications of segmentation are conjoined with 
lifestyle approaches and known as values and lifestyle (VALS) by Mitchell 

(1983). The VALS system defines a typology of three basic categories of 

consumer values and lifestyles, with nine more-detailed types, respectively 

survivors, sustainers, belongers, emulators, achievers, I-am-me, experiential, 

societally conscious, and integrated The impact of VALS has been 
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widespread and dramatic and many companies, such as ATandT, and Boeing 

(Kahle, Beatty et a]. 1986) have used this approach. One alternative to 

VALS is the "list of values " (LOV), which was developed by researchers at 

the University of Michigan Survey Research Center (Kahle 1983). The LOV 

modifies Rokeach's terminal values into a smaller set of nine primarily 

person-oriented values more directly related to a person's daily-life roles and 

situations (Kamakura and Mazzon 1991). Kahle, Beatty et al. (1986) 

compared VALS with LOV and found that the LOV has greater predictive 

utility than VALS in consumer behaviour trends. Novak and MacEvoy 

(1990) argue that VALS appears to be better than LOV, but when 

demographic data is included with LOV, the latter approach is more effective. 

The value orientations and lifestyle variables also offer separate implications 

for marketing, especially for promotional strategies (Assael 1987). For 

example, a promotional strategy could be formed to meet a specific value 

orientation and therefore enable targeted consumers to identify themselves 

with the product (Schopphoven 199 1). 

3.2.6 Benefit Segmentation 

Benefit segmentation takes the basis of segmentation right back to the 

underlying reasons why customers are attracted to various product offerings 
(Hooley and Saunders 1993). It is believed that the benefits which people 
are seeking in consuming a given product are the basic reasons for the 

existence of true market segments; therefore, it is perhaps the closest means 
yet to identifying segments on the basis of factors with a causal relationship 
to future purchase behaviour (Haley 1968; Haley 1983). Conjoint analysis is 

the main technique used to identify benefit segments (Hooley 1982). This 

approach has been applied to a wide variety of markets such as banking, fast- 

moving consumer products and consumer durables. Haley's (1971) study 
also argued the advantages of benefit segmentation in media, and the 

association between benefit segmentation and media buying. 
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According to Hooley and Saunders (1993), this approach gets closer to the 

underlying reasons for behaviour and uses them as the basis for segmenting 

the market, whilst requiring costly primary research and sophisticated data 

analysis techniques. 

3.2.7 Summary 

Reviewing the literature on segmentation variables and related techniques, it 

is apparent that each individual variable has distinctive characteristics and 
thus can be of advantage as well as disadvantage in terms of application, 

summarized as follows: 

'Background variables' such as demographics are relatively objective and are 

easy to measure and thus have been a popular approach among marketing 

practitioners. However, a lack of homogeneity within members of a segment 
in terms of motivation, wants, needs, and behavioural patterns - and as a 

consequence, a general low level of correspondence between background 

variables and behaviour - makes segmentation based on these variables 

appropriate to locating a target market, but fails to provide accurate 
information for strategic marketing planning. Cultural segmentation is 

particularly successful in international marketing given that the marketer 
understands fully the target country's beliefs, values and customs. However, 
it has the same disadvantage as demographic segmentation, and the 

effectiveness of this segmentation relies on the extent to which the cultural 
trend is stable and to which the culture impacts on consumer behaviour. 

'Behavioural variables' such as brand and product usage are often used for 

segmentation primarily because of the ease in obtaining this sort of data from 

secondary sources (Wedel and Kamakura 2000). Because of a lack of causal 

relationships, a segmentation scheme based on behavioural variables can 
describe the differences in consumers but fails to explain them, and is thus 

less useful to marketing management. 
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'Attitudinal variables', such as benefit, provide a closer means to identifying 

segments on bases directly relevant to marketing decisions; however, it 

requires costly primary research and sophisticated data analysis techniques. 

'Psychological variables' have drawn increasing attention from both 

academia and practice. i) Personality variables can help explain consumers' 

cognitive process in various stages of decision making and thus appear to be 

related to how advertisements may influence the formation of attitudes 
towards a consumer product. However, research to date has identified few 

clear relationships between personality and behaviour; thus personality 

measures are most likely to be of use for describing segments defined on 

other bases. ii) Personal values: the enduring nature of values and their 

central role in consumer psychological structure have made them an 
important segmentation variable. This measurement takes the basis of 

segmentation right back to the underlying casual link with consumer 
behaviour - personal values. They are enduring and guide consumers' 

motivation and cognitive structure, when used with lifestyle descriptions, 

such as VALS and LOV provide rich information to marketers. iii) Lifestyle 

and psychographic research are valuable for guiding the creative content of 

advertising; however because of the major tasks involved in gathering the 
data, it is unlikely lifestyle research will supplant demographics as a major 
segmentation variable. While traditionally useful for the purpose of media 

selection and advertising atmospheres, this characteristic, as with 
demographics and sociocultural variables, is often too general in nature to be 

of specific value to marketers (Hooley and Saunders 1993). 

Given that different variables have different merit and drawbacks, Wind 

(1978) has suggested that the major considerations in the selection of 

variables for the segmentation model, are (1) management's specific needs 
and (2) the current state of marketing and consumer behaviour knowledge 

about the relevance of various variables as bases for, and descriptors of, 
market segments. Consequently, he classifies different variables into 

different strategic purposes as shown in Table 3-2. 
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Table 3-2 Variables in Different Situations 

For general understanding of a market 
Benefits sought (industrial markets, the criterion used is purchase decision) 
Product purchase and usage patterns 
Needs 
Brand loyalty and switching pattern 
A hybrid of the variables above 

For positioning studies: 
Product usage 
Product preference 
Benefits sought 
A hybrid of the variables above 

For new product concepts (and new product introduction): 
Reaction to new concepts (intention to buy, preference over current brand, 
etc. ) 
Benefits sought 
For pricing decisions: 
Price sensitivity 
Deal proneness 
Price sensitivity by purchase/usage patterns 

For advertising decisions: 
Benefits sought 
Media usage 
Psychographic / life style 
A hybrid (of the variables above and or purchase/ usage patterns) 

For distribution decisions: 
Store loyalty and patronage 
Benefits souaht in store selection 

Source: Adapted from (Wind 1978) 

3.3 CRITERIA FOR CHOOSING SEGMENTS 

The objective of any segmentation research is not merely to explain 
differences among the specific respondents or to segment the sample, but 

rather to project the results of the study to the relevant marketers and to 

accordingly match market opportunities with marketing programs based on 
the segmentation results. As stated by Wedel and Kamakura (2000), even if 

a market can be partitioned into homogeneous segments, market 

segmentation will be useful only if the effectiveness, efficiency and 

manageability of marketing activity are influenced substantially by 

discerning separate homogeneous groups of customers. Ideally, 

segmentation studies can provide information indicating what kind of 

product/service consumers want, price ranges or sensitivity, advertising and 

promotion approaches that are likely to be most effective and preferred 

channels of distribution (Myers 1996). Therefore, the criteria based on 
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which to choose a segment model are crucial to the success of the application 

of segmentation in market strategy. 

The existing literature in this field has provided various criteria for choosing 

effective segments. For example, Kotler (2000) suggests five criteria to 

accomplish the process including i) measurability - the information 

obtainable about the size, nature, and behaviour of a market segment; ii) 

accessibility, or the degree to which segments can be reached; iii) 

substantiality - the size of market segments, iv) differentiability - how well 

members of a market segment fit together; v) and actionablity - whether 

effective programme can be formulated for attracting and serving the 

segments. In addition to criteria listed, Wedel and Kamakura (2000) have 

suggested that stability, and responsiveness are important for selecting an 

effective segmentation in respect to the marketing strategy formulation. 

Wind (1978) has also suggested data reliability and validation as important 

criteria. He believes that implicitly assumed reliability may not in fact exist 

and some variables (e. g. demographic characteristics) may be more reliable 
than others (e. g. attitudes and psychographic characteristics). Moreover, he 

believes that most of the commercially based segmentation studies ignore the 

question of validity and thus the validity of segmentation is by far the most 

crucial question facing management. Additionally, questions should be 

asked regarding segment validation, such as whether the segments 
discovered in a segmentation study exist in the population; whether the 

estimated segment size is accurate; and how accurate the estimated segment 

responses to the firm's marketing actions are. 

3.4 MARKET SEGMENTATION IN QUESTION 
Hooley and Saunders (1993) summarised the benefit derived from 

segmenting a market in five points: - i) segmentation is particularly useful 
for the smaller company as it allows target markets to be matched to 

company competencies and makes it more possible for the smaller company 
to create a defensible niche in the market; ii) it helps to identify gaps in the 
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market and thus can provide areas for new product development or extension 

of the existing product or service range; iii) in mature or declining markets, it 

may be possible to identify specific segments that are still in growth thus 

extending the product lifecycle; iv) segmentation enables the marketer to 

more closely match a product or service to the needs of the target market and 

thus help to built a stronger competitive position; v) competitive advantage 

can be lost to competitors if the company fails to take advantage of 

segmenting the market when competitors do. 

Despite the benefits noted above, the attention it has received and the 
frequency with which it has been used, segmentation has been the object of 
frequent criticism. Davis (1987) has suggested that segments are almost 
always too few and the populations within that too heterogeneous to be of 

practical value. McDonald (1985) has questioned whether any segmentation 

system is useful for developing persuasive marketing programmes. 

Recent changes in the market environment present new challenges and 

opportunities for market segmentation. For example, new developments in 

information technology provide marketers with much richer information on 

customers' actual behaviour and with more direct access to individual 

customers via database marketing and geo-demographic segmentation. The 
increasing number of options available to consumers has resulted in an 

exponential increase in the variance of consumer behaviour, which carries 

with it an increase in the number of potential segments within the market. A 

significant increase in the variance of consumer behaviour may require a 
change in the orientation of segmentation research and move the focus of 
segmentation from the marketer to the consumer (Stewart 1991). 
Consequently, marketers are now sharpening their focus on smaller segments 
with micro marketing and direct marketing approaches. On the other hand, 

the increasing globalization of most product markets is leading many multi- 
product manufacturers to look at global markets that cut across geographic 
boundaries. These developments have led to rethinking of the segmentation 
concept (Wedel and Kamakura 2000). Discovery of these consumer defined 

segments requires a more complex approach to segmentation that recognizes 
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the purposefulness of consumer behaviour and uses individual usage 

situations as the basic building blocks for segmentation. 

In increasingly fragmented markets, marketers are turning more and more to 

segmentation methods to identify prime market targets and a major decision 

facing most companies is what basis to segment on. Over the years, almost 

all variables have been used as bases for market segmentation and there has 

long been a debate about what is/are the best basis/bases for segmentation in 

practice (McCann 1974; Wind 1978; Dickson and Ginter 1987; Stewart 

1991). Although the most used characteristics are product/brand usage and 

demographics/ socioeconomics, primarily because of the ease of obtaining 

this sort of data from secondary sources (Hooley and Saunders 1993), for a 

segmentation scheme to be useful to marketing management it should seek 

not only to describe differences in consumers but also to explain them. Day 

et al. (1979) have argued that there are two underlying premises for effective 

segmentation of a market: (i) customers seek the benefits that products 

provide rather than the physical products themselves; thus a particular 

product or service constitutes a particular combination of the benefits and 

their resultant costs; and (ii) customers and potential customers view the 

available benefit bundle alternatives from the vantage point of usage contexts 

of which they have experience or the specific applications they are 

considering. It is apparent that these debates indicate a shift of segmentation 
from a product focus to consumer focus, and from a macro to micro 

perspective. 

In this respect, the "means-end chain" approach to market segmentation 
(Gutman 1982; Olson and Reynolds 1983; Reynolds and Gutman 1988) may 

offer better prospects. This approach, linking product attributes, benefits 

sought, and ultimate values together, as the basis of segmentation, provides 

rich information that covers product related segmentation variables, benefit 

segmentation, and value segmentation. Reynolds and Olson (2001) believe 

that the two major superiorities of means-end segmentation are that i) it 

includes both attitude, psychological and behaviour variables to allow 

management to efficiently target customers with appropriate 
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communications; and ii) it allows marketers to deliver the most appropriate 
message to the target group based on the resultant means-end segmentation 

scheme. 

Details of this approach and relevant methodology will be fully explored in 

Chapter 5. 

3.5 MARKET SEGMENTATION IN EMERGENT 

MARKETS 

It is widely suggested that in developing economies, the pent-up demand for 

basic products is so great that the most effective strategy is to provide basic 
functional benefits at the lowest possible price, and the mass market or 
identical product strategy is often used effectively (Engel, Blackwell et al. 
1995). This usually means a standardized product, produced at low cost in 
long, homogeneous production runs and sold through basic distribution 

channels with few services (Engel, Blackwell et al. 1995). Market 

segmentation becomes essential when the market evolves to the point at 
which organisations could offer product variations, even with higher prices, 
to appeal to different segments of the market and where most consumers 
already own the functional or core benefits. 

The issue as to whether China, as one of the biggest emerging markets, has 

grown to a point at which significant levels of segmentation have occurred 

will be discussed in Chapter 4. 
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Chapter 4 CHINA'S DOMESTIC MARKET 

Figure 4-1 Chapter 4 Structure 
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In this chapter, two main aspects related to China's domestic market are 
discussed, based on literature reviewed. 

The first part relates to the evolution of the indigenous manufacturers and 
foreign multinational companies (MNCs) operating in China, including an 

overview of China's economy, an investigation into the increasing 

competition between MNCs and indigenous manufacturers. The mobile 
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phone market is further investigated as an exemplar of maturing market 

sectors in China. The chapter concludes that both the MNCs and indigenous 

manufacturers have different competitive advantages over each other, such 

as that i) MNCs enjoy a reputation for high product quality and have 

required marketing skills gained from other markets whilst having 

comparatively less knowledge about the local markets and consumers in 

China; ii) the indigenous manufacturers enjoy government protection to 

some extent, and have knowledge of local logistics and markets, but lack 

essential marketing skills and an ability to transfer market knowledge into 

marketing practice. However, after years of operating in China, as suggested 
by Ferdows's (1997) model, both parties have evolved to the stages of 

marketing that require a better understanding of consumers and more 

accuracy in the identification of consumer needs and wants. 

At the same time, the other aspect of this chapter discusses the imperative of 

understanding the Chinese consumer from the consumer's point of view. It 
begins with an assessment of the significance of China's domestic market 
with regard to foreign MNCs and consequently, the imperative placed on 

consumer research in China. The fact that many MNCs have failed to 

capture the market can to some extent be attributed to limited knowledge 

about consumers and a lack of accurate analyses of China's emerging 

consumer demand. Subsequently, it explores the evolution of the Chinese 

consumer since the late 1970s. This dramatic economic transition has 

allowed the Chinese people to be 'reborn' as consumers in a metaphoric 
sense and form their unique characteristics which combines influences from 

traditional, communist, and more recently, Western cultures. As the 

significant inequalities in consumer buying power suggest that China's 

consumer market is enormously fragmented, an appropriate market 
segmentation scheme ought to allow companies to enact more effective 
strategies. Further, it investigates existing segmentation research in China's 

consumer market based on differing variables such as geographic, 
demographic, and psychographic factors. It is recognised that consumer 
research on China's market is still scarce, especially in market segmentation 
areas, and given the ever growing importance of China's domestic market to 
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both MNCs and indigenous manufacturers, market segmentation research 
has apparently not kept pace with the development in Chinaýs consumer 

market. 

Consequently, this chapter concludes that further research within China's 

domestic market is imperative, especially in relation to market segmentation 
in urban areas. 

The structure of the chapter is illustrated in Figure 4-1. 

4.1 AN OVERVIEW OF CHINA'S ECONOMY 

Since the initiation of a series of economic reform and "open-door" policies 
in the late 1970s, the Chinese economy has undergone tremendous changes 
with a growth rate of almost 10% per year (Economist 2005 a). One of the 

most important systematic innovations is the introduction of market 
mechanisms into what was a rigid centrally planned system, to decentralize 

economic decision making from central government to local authorities and 
production agents (Yu 1998). Along with many other open-door policies, in 

early 1988 the Chinese leadership initiated a coastal development policy as 
an export-oriented development strategy designed to emulate the successful 
adjustment policies that South Korea and Taiwan had followed since the 
1960s (Yang 1991). Meanwhile, the establishment of Special Economic 
Zones (SEZ) has enabled the authorities to offer tax incentives to attract 
foreign direct investment (FDI). 

Consequently, China! s progressive reforms have fundamentally changed its 

economic structure. The increasing role of private and collective enterprises 

and foreign investors has contributed significantly to the boom in 

manufacturing output. The situation where output was dominated by large 

state-owned enterprises (SOEs), evident in the late 1970s and early 1980s, 

has changed and by 2003 the share of state-owned and state-holding 

enterprises in gross industrial output value had shrunk to 37.5% (Economist 
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2005 a). Meanwhile, the growing services sector has risen from 21% in 

1979 to over 30% 10 years later, with a steady fall in agricultural output 

within GDP to 14.6% by 2003. Thus industrial production has maintained its 

dominant role in gross output value (Economist 2005 a). 

However, although the invisible 'hand' of the market has gained a greater 

role, the state sector remains large and the government has close influence 

and control over important elements of the economy. One of the downsides 

has been reflected by the performance of China's SOEs, which has 

deteriorated steadily during the 1990s. Chinese officials realised that further 

reforms, namely the rationalisation of the inefficient state-owned sectors of 

the economy, were needed. Since 1998 the government has been 

aggressively pursuing a "three-pronged" strategy in order to restructure 
lossmaking SOEs and to increase their efficiency, such that by 2001, 

officials claimed that the difficulties in the larger SOEs had been basically 

solved and that SOEs in the industrial sector had produced a profit since 
2000, with a 140% year on year growth (Economist 2005 a). 

In 2001, China entered the World Trade Organization (WTO). Since then, 

China has begun the process of adapting its institutional and legal system to 

comply with WTO-related undertakings. It is believed that China's entry into 

the WTO makes China! s door even more open and both foreign investment 

and foreign trade are expected to increase (Chow 2000). The WTO entry is 

expected to bring short-term benefits for China in addition to the longer-term 

boost to GDP growth attributed to successfully restructuring the domestic 

economy. i) The need to prepare industry for further liberalisation 

consequent on membership of the WTO, and ii) the need to improve the 

health of the banking sector, have pushed the government to continue to 

promote SOE reform (Economist 2005 a). The WTO agreement has 

therefore added urgency to the issue of structural reform and has thus been 

seen as reinforcement for reform policies. 

Many take an optimistic view on China's future growth; for instance, 

Business Monitor International (BMI) (2005) forecasts that up to 2009, 
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China will maintain an average 8% growth rate in GDP and China's current 

expansion could be sustained another 10 years (Tirschwell 2005). 

4.1.1 FDI and MNCs 

As an essential element of the economic reform process, the open-door 

policy encourages foreign investment and promotes export. FDI, as one of 

the major sources of investment, accounted for USD 53,507 million in 2003 

(UNCTAD 2005). Many believe this extraordinary economic performance 
in China rivals the records of Japan and the newly industrialized East-Asian 

economies in the late 1960s, where the economic growth was largely 

attributed to capital accumulation and export explosion (Yu 1998). 

Accordingly, many researchers have debated the impact of investment and 

export on China's economic growth and a majority of them have positive 

conclusions (Liu, Song et al. 1997; Yu 1998; Chen and Feng 2000; Chow 

2000; Liu, Wang et al. 2001; Zhang and Felmingham 2001; Economist 2005 

c). 

During the1980s and 1990s, hordes of multinational corporations (MNCs) 

attracted to China by generous tax incentives provided by the government, 

and by a seemingly infinite supply of cheap labour, have flocked to China to 

set up what they assume will be highly rewarding businesses. However, by 

the late 1990s, given the impact of a slower Chinese economic growth rate, 

the Asian financial crisis, and the perilous condition of state-owned 

enterprises at that time (Economist 2005 a), many felt less optimistic and 
failed to gain expected returns after year of investing; evidenced by A. T. 

Kearney (1999)'s survey where just two out of every five participants 

reported that their consolidated Chinese operations were profitable. 

The common wisdom has been that many problems exist, such as: i) 

infrastructure problems - inefficient distribution systems, poor banking 

facilities, and inadequate logistics; ii) rapidly escalating competition using 
local business expertise; iii) unreliable partners within joint ventures; iv) low 

sales volumes; and v) a scarcity of local managerial talent (Shaw and Meier 
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1993; Ayala, Lai et al. 1996; Prahalad and Lieberthal 2003). Accordingly, 

many have felt that "China is - and will long remain -a difficult and 

uncertain operating environmentfor AflVCs " (Shaw and Meier 1993). 

Although problems exist, in view of the fact that China has a potentially vast 
domestic market, and an environment from which it is easy to export 

(Economist 2005 d), China is still a major FDI destination. For the first time 

since 2000, a sizable majority of leading executives has been more optimistic 

about the global economy and the economy of China has shown strong 

growth again since the end of 2002, China overtaking the United States for 

the first time and becoming the largest FDI destination in the world in 2003. 

A. T. Kearney (2004)'s FDI Confidence Index survey concludes that China 

will continue as the most attractive market for FDI and there are more 
investors expected to achieve their profit targets in China than investors in 

any other big emerging market. 

4.1.2 The Evolution of MNCs 

Foreign MNCs have been in China for almost two decades since China 

officially opened its doors to foreign investment with the initiation of a joint 

venture law. During this period, MNCs have undergone fundamental 

structural changes, in terms of entry modes, industry selection, project 
location, investment size, and operational phases (Luo and O'Connor 1998). 

Shaw and Meier (1993) have characterized the pattern of development of 
China-related activities and identified three phases: i) "an opportunistic 

cxperimenter", ii) "strategic investor", and iii) "dominant local player" as 

shown in Figure 4-2. 

The early phase involves a very low level of corporate commitment. The 

major objective of FDI is to establish a small local presence, learn how to 

operate and manage business in the Chinese market, and assess the risks and 

potential rewards in making additional investments. With increased 

familiarity, foreign investors may move to the second stage of investment as 
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'strategic investors' and the "Second generation" (Shaw and Meier 1993) 

approach translates into a much higher corporate commitment to the local 

market than during the earlier stage. The second generation MNCs have 

raised their strategic sights significantly with the new objective of building 

and holding a dominant share of the Chinese market. Their business scope 
has extended substantially from basic manufacturing into marketing, service, 

and product design. Later on, foreign investors may step to the next stage as 
"dominant local players". Some well-known early-mover MNCs have 

already entered this phase, such as Motorola, Volkswagen, and Coca-Cola 

(Luo and O'Connor 1998). Multinational corporations at this stage aim to 

secure the dominant share of a market within an industry sector. 
Furthermore, whilst it is apparent individual MNCs may be at various stages 

of entry and strategy, and that the level of market maturity is broad, many 

commentators believe that a majority of MNCs have entered the second 

stage since the mid 1990s (Shaw and Meier 1993; Luo and O'Connor 1998). 

Figure 4-2 Stages of MNC Business-Building in China 
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Figure 4-3 Ferdows' Model in the Context of China 
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Other authors have looked at the impact MNCs have had on domestic 

industries Ferdows (1997) has devised a strategic matrix to help managers 

visualize the evolution of an offshore manufacturer's strategic role within a 

company's business strategy. In order to increase manufacturing's strategic 

contribution, a company must generally upgrade the role of its foreign 

factories, moving them up the matrix (see Figure 4-3). Alternatively, it may 

choose to keep a given factory in its current role, to move it horizontally 

across the matrix (from source to contributor, for example), to move it down 

the matrix, or, if it is already at the bottom of the matrix, to close or divest 

from it. Bruun and Bennett (2001) have adopted Ferdows' model to analyse 

the activities of MNCs in China, and concluded that over the years, the 

context of operations has evolved, i. e. business units are now aiming for 

higher positions in the model, implying a greater degree of independence and 

competence, and are based on a longer-term strategy; in turn, this seems to 

have resulted in a change in the form of ownership, i. e. towards the wholly 
foreign owned enterprise, in order to structure and manage the organisation 
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and its functions, and ultimately as a way of dealing with a detailed level of 
knowledge and technology (Bruun and Bennett 2001). 

Given that MNCs' commitment to local markets is evidently increasing, and 

that their business systems are extending substantially beyond basic 

manufacturing into marketing, service, and product design, appropriate 

approaches to "local isation" at various levels have become a major issue. 

Accordingly, emergent articles have explored localisation related topics; for 

example, the localisation of human resource management in order to build 

local management capability (Chan and Holbert 2001; Cooke 2004); 

international transfer pricing (Chan and Chow 2001); and the localisation of 

component sourcing (Eberhardt, McLaren et al. 2004). Many researchers 

thus believe that developing organisational mechanisms to improve efficient 
knowledge transfer and information flows, either inwardly to subsidiaries or 

externally from outside relations, is becoming increasingly important (Zhou 

and Xin 2003; Bjorkman, Barrier-Rasmussen et al. 2004; Wang, Tong et al. 

2004; Li 2005). However, many studies reveal significant differences 

between Western MNC executives and their Chinese counterparts (Chiang- 

nan Chao, Mockler et al. 2003), especially in the perceptions of the 

marketing process between home office marketing departments at MNCs and 

those of their Chinese subsidiaries (Chan and Holbert 2001; Samiee, Jeong et 

al. 2003). Chang Yaping and Jun (2002)'s case study relating to Mercedes- 

Benz cars indicates that Mercedes-Benz's conservative strategies on product 

distribution and after service have collided with "earthy" and specific 
demands within the Chinese market. As more and more multinational 

corporations are converging their marketing efforts in China's transitional 

economy of China, it is considered vital to understand the Chinese cultural 

environment and marketing infrastructure. Chiang-nan Chao, Mockler et al. 

(2003) suggest that in order to understand this market better for future 

success in China, MNCs need to continuously assess the business conditions 
in China, focus on joint venture partners' marketing capabilities, and bridge 

the differences between joint venture partners. 
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4.2 INCREASING COMPETITION 

Together with the evolution of MNCs, the marketplace within China has 
been significantly transformed as a result of increasing competition, as 
Crocker and Tay (2004) describe: 

Two decades ago, foreign companies penetrating the China market 
faced little competition in many product areas, although enormous 

obstacles in production and distribution. A decade ago, both firmly 

and newly established foreign manufacturers in China began to feel 

the heatfrom lower-priced domestic competition, though theforeign 

manufacturers maintained a significant quality advantage. In today's 
China, brand competition is intensifying -foreign andjoint-venture 
brands, local copy-cats, and increasingly enticing domestic brands, 

both national and local, all crowd the market. 

In recent years, many sectors, such as Chinese consumer goods, home 

appliances, personal computers (PCs), and mobile phones, have grown 
increasingly competitive. For example, in the mobile phone sector, there are 
40 mobile-phone makers selling over 800 models annually; demand is 

expected to rise from 80M units to I OOM by 2006, but supply will double to 
200M, and consequently prices are plummeting; margins within Motorola's 

handsets in China, for example, are even thinner than the group's poor 6% 

global average (Economist 2004 a). 

The increasing competition in such sectors is reflected in the fact that many 
of the Chinese companies that did not exist 15 years ago, have since 
surpassed their MNC peers, and MNCs have been beaten out by domestic 

players. As of now, few foreign companies can made a serious play for the 

mass market (Chen and Penhirin 2004), as illustrated in the four following 

examples: 
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Table 4-1 Market Share 

Companies Market share (%) in 2003 
Personal Computer 

Lenovo* 27.0 
Founder* 9.0 
Tsinghua Tongfang Co Ltd * 8.3 
Dell 7.4 
TCL 4.4 

Mobile Phone 
Chinabird Corp 14.0 
TCL Communication Equipment Co Ltd 11.0 
Nokia Group 10.0 
Motorola 9.0 
Konka * 6.0 

Note: * Chinese Manufacturers 

Sources: (Euromonitor 2004 a; Euromonitor 2004 b) 

i) Following many years of leadership from Japan's Uatsushita Electric 

Industrial Co., Ltd. (Panasonic), since 1996 the sector has been taken over 
by Changhong Electric Co., Ltd. and Konka, two large Chinese TV 

manufacturers; by 1999, the eight best-selling TV brands in Beijing were all 
domestic; 

ii) Before 1996, foreign brands dominated China's PC market; at the 
beginning of 1996, the young Chinese PC firm Legend Group Ltd. (now 

called 'Lenovo') surpassed IBM Corp., Compaq Corp. (now owned by 

Hewlett-Packard Co. ), and the former AST Computer LLC, to become the 

nation's top PC seller. Lenovo's market share reached 27% in 2003; while 
Dell only reached a 7.4% penetration; (see Table 4-1) 

iii) The success of white goods' maker Qingdao Haier Group has long been 

cited as a capitalist miracle in a socialist setting; With nearly 40% of 
domestic refrigerator sales and a third of washing machine and air 
conditioner sales, the Shandong company has shown an unparalleled mastery 

of price, service and distribution in China's difficult consumer market; 
Haier's 1996 revenues reached US$747m with projected revenues in 1997 as 
high as US$1.2 billion (Business China 1997). 

iv) A group of domestic mobile handset producers has doubled its market 

share to 40% over the 18 months from 2002 to 2004; Ningbo Bird and TCL, 
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two Chinese manufacturers, have overtaken both Motorola and Nokia in the 

national market (see Table 4-1). 

4.2.1 MNCs 

Although it is widely acknowledged that the current consumer market in 

China has a three-tiered pyramid structure, revealed in many studies (Cui and 
Liu 2001), in many cases, M`NCs have tended to bring their existing products 

and marketing strategies to emergent markets without accounting for these 

market pyramids properly and they end up, therefore, becoming high-end 

niche players (Prahalad and Lieberthal 2003). In effect, this approach of 

positioning their products at the top of China's market pyramid involves 
building a premium brand aimed at the wealthiest 5-10% of consumers, 

mainly concentrated in the biggest and most sophisticated markets, such as 
Beijing and Shanghai. Given their relatively low buying power, Chinese 

consumers are generally pragmatic, as suggested in many consumer research 
surveys in China e. g. (Cui 1997; McDermott and Choi 1997; Li and Xiao 

1998; Cui and Liu 2001) (see Chapter 6). 'High-price strategies' are 
therefore believed to be one of the many possible factors leading to MNCs' 
failure in capturing market opportunities in rapidly growing mid- to low-end 

market segments and constraining their market shares (Chen and Penhirin 
2004). On the other hand, low prices and growing markets have helped local 

firms become market leaders and low-price strategies have allowed local 
firms to grow dramatically. Although many people anticipated that China! s 
WTO entry would enable MNCs to gain advantages in many industries, as 
market barriers weakened, the aggressive price behaviour of China's home 

appliance companies suggests that local firins can gain competitive strength 
and even surpass MNCs in China without significant government protection 
(Chen and Penhirin 2004). 

Furthermore, it is recognized that many M`NC subsidiaries have limited 

ability to monitor and capture market opportunities throughout the country, 
and they may even have difficulty reaching customers in different parts of 
China (Chen 2003). Many studies have revealed that China's domestic 
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consumer market is extremely fragmented given its geographical, 
demographical, and psychographic variations (refer to Chapter 6). Whilst, 

some MNCs have mistakenly viewed China as a homogeneous market and as 

a result have failed to differentiate their strategies and practices in different 

segments, at the same time, others have been ineffective in educating 

customers about the value of their advanced products (Chen 2003), given 

that the majority of Chinese consumers are 'value-for-money' oriented. 

Therefore, Chen and Penhirin (2004) consider that MNCs will not create 
truly large-scale consumer goods businesses in China without tackling the 

mass-market segments or without changing the way they manufacture and 

market products. At the same time, continuing to be in the premium segment 
has its advantages, as it is still growing and margins are adequate to earn a 

reasonable return. However, to reach these segments, competitive costs and 

prices will no longer be enough to succeed, once domestic competitors have 

gained experience and are aggressively targeting MNCs' core (upper-middle 

to high-end) business segments. Chen (2003) thus suggests that MNCs must 

rely on research and development and strong products to stay competitive. 
Other researchers (Prahalad and Lieberthal 2003) suggest that MNCs should 

adjust the price/performance equation, and undertake brand management, 
product design, packaging and improve capital eff iciency. 

Before improving organisations' internal process and offering, Chen and 
Penhirin (2004) suggest marketers should start by researching the consumers' 

needs, segmenting them into "premium needs" on the one hand, and generic 
benefits, on the other, and then establish a clear differentiation between 

premium products and value-priced variants. Succeeding in those broader 

markets therefore requires spending time in building a deep and unbiased 

understanding of the unique characteristics and needs of their consumers. As 

Yan (1994) put it, "to reach Chinese consumers - adopt Guo Qing" ('Chinese 

characteristics' or 'the special situation in China'); accordingly, MNCs need 
to adapt their global strategic imperatives to local conditions. 
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4.2.2 Indigenous Manufacturers 

While overseas companies tend to concentrate on the premium market, 
China's domestic consumer goods companies compete largely for middle- 

and low-income consumers. In some categories, such as home electronic 

appliances and PCs, Chinese firms have been the market leaders for a few 

years; and in many other categories, such as shampoo, laundry products, and 
biscuits, their total share of the market has increased. Chinese manufacturers 
have certain strengths in competing in these segments, including not only an 

understanding of their target segments' tastes and habits but also low prices 

as a result of lean cost structures (Chen and Penhirin 2004). Other 

advantages such as government relations, product quality, pricing, 
distribution, advertising- are all factors in the competitive calculus for the 

fast growth of domestic firms (Crocker and Tay 2004). 

However, Ferdows' model also indicates the evolution of the Chinese 

manufacturers, spanning 'low cost production' to 'skills and knowledge', 

and onto 'marketing'. In many fully developed markets, most successful 
Chinese companies have started to put substantial effort into upgrading their 

products and improving technologies (Chen 2003), and it is widely 

acknowledged that one of the biggest challenges facing Chinese companies 
is a lack of marketing knowledge (Business Week Online 2004; Crocker and 
Tay 2004). It may sound simplistic to say that multinationals should develop 

Chinese managers in relation to their increased commitment to local markets 
(Martin 1995); however, for the most part, Chinese companies have 

apparently been unable to capitalize on the management know-how brought 

into the country by multinationals (Khanna 2004). This lag in general 

marketing sophistication is thus reflected in, for example, branding. Travyn 

Rhall (managing director, regional customised research, Asia-Pacific, with 
ACNielsen) thinks that his clients (the Chinese companies) "often don't have 

a strong understanding of brand image" (Bowman 2005). Failing to 

understand "what a brand is" and "what it takes to build a brand" due to lack 

of experience, makes Chinese companies - such as Lenovo or Haier - into 

"brand names and aspire to be brands ", but not brands in a real sense; 
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Shelly Lazarus, CEO of Ogilvy and Mather, thus believes that the biggest 

challenge to organizations is 'ýputting marketing at the heart of the 

company" (Business Week Online 2004), as "ifyou don't have the skills of 

marketing, the only way you can differentiate is on price " (Business Week 

Online 2004). With the marketplace growing more mature, competitive costs 

and prices will no longer be enough to succeed (Chen 2003). Dai Maoyu, 

Bird's executive vice-president, considers diversification into other less 

developed sectors such as cars, as "he is making phones he cannot sell and a 

price war is destroying everyone's margins " (Economist 2004 a). Therefore, 

learning how to market and brand with greater skill has become imperative 

for Chinese companies, especially in fully developed sectors such as the 

mobile phone. 

At the same time, many local companies seem to know the market well since 
they have launched products and done well without market research before. 

As Gilbert Lee (national research director, Research International China) 

puts it: "Some local firms' senior management believe that because they've 

worked in the marketfor over 30 years, they know the market better than the 

consumers"; however, as the level of competition increases and the level of 

marketing activity goes up, it is believed that Chinese companies need to 
know how to keep their share via knowing their consumers better (Bowman 

2005). The fact that a lot of Chinese managers do not believe in consumer 

research is believed to be an obstacle to their brand-building goals (Business 

Week Online 2004). Moreover, although it is reported that growing numbers 

of local brands and companies are waking up to the crucial role of research 
in growing share and building awareness, for more strategic research - for 

example, branding, usage and attitude studies, or market segmentation - it is 

still hard for many local companies to translate research findings into useable 
information (Bowman 2005). 

4.3 THE MOBILE PHONE SECTOR 

Given the high degree of saturation in many of China's domestic markets 
and the high level of sophistication shown by consumers, it is imperative for 
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both foreign MNCs and local Chinese manufacturers, who want to win in 

China's domestic consumer market, to compete via a better understanding of 
their consumer and the application of consumer research findings to inform 

company strategies. The mobile phone market within urban China is 

therefore explored further as an exemplar for other saturating markets. 

4.3.1 Market Potential 

With 20% of the world total, and 5M consumers signing up as new 
subscribers every month, China is the largest market for mobile phones 
(Economist 2003). Over the period of 1999-2003 the number of mobile 

phone users in China increased by 505.7%, and grew to 262.3 million in 

2003, representing RM1335,898 million (US$4,330 million) (Euromonitor 
2004 a). It is widely believed that China has huge potential for further 

expansion, since only 20% of China's 1.3 billion people use mobile phones, 
compared to a 70-80% user rate in developed economies. Euromonitor 
(2005) forecasts that mobile phone subscribers are expected to remain a high 

growth rate and reach 343M subscribers in 2005 (see Figure 4-4). 

In 1998, mobile phones were still beyond the reach of the most of the 

population who lived in the rural areas, at a price of about RMB 10,000 

(Euro 1,000) for the first year, including the cost of the handset [Conghua Li, 

1998]. However, the concentration of economic activity in China! s eastern 

coastal region has given its mobile operators large economies of scale, 

enabling lower prices. Increasingly cheaper mobile connection and 

subscription rates, together with rapid development in mobile technology, 
have encouraged mobile phone ownership. Mobile phone users have mainly 
been conc6ntrated in the Northern, Eastern, and Southern regions of China. 

The burgeoning Chinese middle class fuelled robust growth as many were 

embracing mobile phones for the first time, especially in the urban cities, 

such as Beijing, Shanghai, and Guangzhou, which have a larger number of 

middle class consumers with higher disposable incomes. Consequently, 

Beijing, Shanghai, and Guangzhou have had the highest mobile phone 

subscribers' penetration rate at 77.48%, 67.41% and 50.99%, respectively; 
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approximately 90% of the mobile phone users in these three cities have 

purchased at least one brand of mobile phone within 2003 alone 

(Euromonitor 2004 a). 

Figure 4-4 Mobile Phone Subscribers 
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Bank, Trade sources, Euromonitor (Euromonitor 2004 a) 

The rapid expansion of demand for wireless phones could be attributed to the 

slowly growing fixed-line infrastructure, which had a penetration of less than 

5% in 1999 (Neupert 1999). However, in China, mobile phones, combined 
two irresistible features: efficiency and status (Li 1998), and thus have 

quickly come to be regarded as fashion items. It has been found that Chinese 

consumers are developing profound emotional bonds towards these 
"gadgets", and that mobile phones are so integral in consumers' lives that 

they influence their daily behaviour (Madden 2002). The underlying growth 
in Asia of mobile phones continues to demonstrate the value of the product 

as a "must-have ", and "afashion and lifestyle statement, " says Andy Drake, 

GfK Asia's managing director. "The outlook is particularly positive when 

overlaying countries where product ownership is still in its relative infancy. 

(Dano 2005) 
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4.3.2 Mobile Phone Manufacturers 

On the provider side, the growing number of mobile users has prompted 
mobile phone manufacturers to increase investment, reaching RMB210 
billion in 2003. The boom in mobile services triggered a mobile phone 
manufacturing surge in China, which increased by 54.5% over 2002, totaling 
186 million units in 2003. China is now the largest GSM cell phone chip 

market in the world, surpassing even Europe (Robertson 2002). However, 

with inventories and capacity outpacing sales, prices and profit margins have 
fallen in 2003 (Euromonitor 2004 a). The competition between domestic 

manufacturers and foreign MNCs has, since 1999, become extremely intense. 

Previously, Motorola had dominated this market with more than 70% of the 

mobile phone market. This strong position also allowed it to earn high 

profits. However, with the introduction of the GSM system in late 1994, 

Motorola has lost market share, with Ericsson displacing the US company as 
China's dominant supplier of mobile telephony in 1999. Similarly Nokia 

secured a large portion of the handset and transmission markets. Nokia are 
full range manufacturers and hence are able to offer turnkey solutions/one- 
stop shopping to the provincial Post and Telecommunications 
Administrations (PTAs), and hence lock up more exclusive supplier 
relationships (Neupert 1999). Samsung has not been as competitive in price 
due to its lack of Joint Ventures (JVs) in Chin, in producing GSM cell 
phones. However, the recent launch of a JV with Kejian has enabled 
Samsung to gain a substantial foothold in the Chinese CDMA market. 

As subscriber numbers soar, Chinese mobile phone markers have begun to 
"wrest" the home market from foreign manufacturers. (See Figure 4-5) 

Suddenly, nobody is dismissing local brands such as TCL and its two main 

rivals, Ningbo Bird and Amongsonic. In 1999, they had less than 3% of a 
fairly small market. Now the market is the world's largest-with about 
200m subscribers and 60m handsets sold in 2002. Several foreign brands, 

including Sweden's Ericsson, have all but vanished; America's Motorola and 
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Finland's Nokia still retain relatively high portions of market share. \N ith half 

the market between thern. but the\ are rapidly losing share (Economist 2003). 

In 2003. donnestic mobile phones dominated the Chinese market for the first 

time (See Fioure 4-5). In the CDMA market (a ne\N technology of standards 
for third-generation ser\ ices). Chinese mobile phone makers took a much 

greater share, vvith ZTE Corp, a Chinese IT construction company, ranking 

one of the top three. representing 16.1% of China's CDMA market (SilloCast 

China Business Dail\ News 2005). 

Figure 4-55 Mobile Phone Market Share in China 
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It is apparent that the Chinese companies' rapid product de\elopment and 

quick response to market demand is one key to standing out in a very 

crowded market. For example. after ZTE received the news that China 

Unicorn would buy tailored mobile phones. ZTE researched and developed 
C220 mobile phones within two and a half months, and China Unicorn 

substantially placed a one million unit order with ZTE (Rarnstad 2003. 

SmoCast China Rusine, ýs Daik News 2005). Moreover, Chinese companies 

apparentiv kno\\ more abOLIt their consurners . tastes: its faux-dianiond 

ornamentation is -egi-egioush- kitschi" to most foreigners but the Chinese 

appear to love it- and so TCL has surpassed Siemens and Samsung to 
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become China's third-largest handset vendor after Motorola and Nokia, two 

firms that it now has in its sights (Economist 2003). Further, the sales of 

Chinese domestic manufacturers are attributed to their aggressive marketing 

promotions especially in TV commercials in 2003 (Euromonitor 2004 a). 

However, the government's effort in cultivating a home grown industry with 

a protectionist stance that requires foreign firms to transfer knowledge and 

capital to access the Chinese market still largely contributes to the Chinese 

mobile phone makers' strong achievements (Euromonitor 2004 a). The 

national government controls many of the country's electronics 

manufacturers, subsidizing their losses, while provincial and local 

governments favour manufacturers that operate and pay taxes in their 

jurisdictions. The government's desire for world-class stature in every basic 

industry and China Unicorn's procurement plan for low- and medium-end 

mobile phones on a large scale, thus gives d6mestic manufacturers a 

significant competitive advantage. However, most of the technology 

underneath the Chinese-designed shells is foreign. Most of China's mobile- 

phone makers started by purchasing and re-labelling phones made in Taiwan 

and Korea. After the Chinese companies built assembly lines and developed 

software skills, they began to buy designs and modules from chip makers 

and distributors. Now, Chinese mobile phone makers are moving away from 

relying on core technology and designs from overseas suppliers, and some 

are starting to design high-end models that will allow them to make more 

money on each unit (Ramstad 2003). 

In contradiction to these trends, since 2003 when they once took over half of 

the market share in total, new research shows Chinese handset makers like 

Ningbo Bird Co. Ltd., TCL Communications Technology Holdings Ltd., 

and others, are losing market share to industry leaders like Motorola Inc. 

and Nokia Corp, especially in the country's 121 largest cities where foreign 

brands have increased their share from 60 percent in 2003 to 62 percent in 

2004 (Liu 2004; Dano 2005). The increased market share is believed to be 

evidence that international products retain a technology advantage over local 

products when retailing high-end products among to the more affluent 

populations within the leading cities (Dano 2005). 
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It is apparent that the mobile phone market suffers from a "chronic 

oversupply" and that all signs point to an imminent cycle of massive 

consolidation among dozens of handset players. Although such 
consolidation has yet to happen, and the market continues to 'groan under its 

own weight', it is imperative for both foreign MNCs and Chinese 

manufacturers to sustain competitive advantage via technology and 

marketing. 

4.3.3 Summary 

Table 4-2 summarises the advantages and disadvantages experienced by both 

MNCs and local manufacturers, in relation to Politics / Government, NPD, 

Manufacturing / Production / Logistics, Technology, and Marketing. 

Table 4-2 Summary of Advantages and Disadvantages Faced by Both Foreign MECs 

and Indigenous Manufacturers 

Foreign MNCs Local Chinese Manufacturers 
Politics / Government WTO entry will result in weakened government efforts directed at 

market barriers, thus enabling MNCs cultivating a home grown industry 
to gain competitive advantages. 

NPD and Quality speedy product development, quick 
Manufacturing / response to market demand, better 
Production / Logistics knowledge of their consumers' tastes 

informing product design, access to 
cheaper material and resources. 

Technology Strong technology advantage Rely on technology outsourcing and 
licensing aq ements 

Marketing Sophisticated marketing knowledge Know more about their consumers. 
gained from other markets (mainly However, scarce marketing 
western). experience, knowledge, and skills. 

Tendency to regard consumers as 
homoclenous. 

i) The Chinese government's efforts in cultivating a home grown 
industry have apparently given local manufacturers advantage to 

some extent. However, with WTO entry, market barriers will 

eventually be eliminated and such advantages will fade accordingly. 
ii) Local manufacturers demonstrate rapid product development, quick 

response to market demand and closely fulfil local consumers' taste 
demands where identified. In addition they have access to cheaper 

material and resources, and can thus provide cheaper products. 
Overall, they have some product advantages, however foreign MNCs 
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enjoy good product quality reputations due to technological 

advantages and advanced production knowledge. 

iii) Technology has been perceived to be the most significant advantage 

held by foreign NfNCs compared to local manufacturers (Dano 2005). 

However, accessibility to technology markets and the design and 

manufacture of ICs has enabled local manufacturers to reduce the 

technology gap suffered by their products compared with the larger 

international brands. Further, instead of relying on long-terrn 

relationships with a few suppliers, as Motorola and Nokia have has to 

become global leaders, the Chinese buy components from a broad 

array of firms. As a result, Chinese mobile phone makers are 

opening up new opportunities to many technology suppliers; and 

their offerings represent "a relatively well-engineered set ofproducts 

that have taken advantage of Western components" (Ramstad 2003); 

hence, managing the transition from a seller's to a buyer's market 

according to Porter (1980)'s 'five force' model. At the same time, 

companies like Huawei and ZTE, two Chinese network providers, 
have started to develop and apply their own technologies. 

In summary, MNCs demonstrate significant advantages in technology and 

product quality, whilst local Chinese manufactures are favoured by 

government policies, have low manufacturing and logistics costs, and quick 

response to market demand. However, these advantages will eventually be 

diffused for both parties in an increasingly saturated market with equal 

access to technology, according to the evolutionary route suggested by 

Ferdows (1997). Competing in marketing and consumer interfacing is thus 

becoming one of the most crucial aspects for mobile phone markets in China, 

especially in the more mature markets in large urban cities. Although 

foreign MNCs have sophisticated marketing knowledge gained from other 
international markets, whether this knowledge can be applied to the Chinese 

markets and how to apply it still remains contentious, given the unique 

situation evident in Chinese markets ('Guo Qing') (see H2 in chapter 6). 

Understanding Chinese consumers has thus become imperative for MNCs. 

On the other hand, although local manufacturers apparently know more 
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about their consumers, the scarcity of marketing knowledge and skills 

required for research has left local manufacturers unable to engage 

appropriate marketing strategies. Further, some local manufacturers do not 

even appreciate the importance of marketing to their future competitive 

advantage. 

There is therefore a clear need for both parties to i) better understand Chinese 

consumers, using ii) techniques better suited to identifying the demands of 
these consumers. 

Given that, from the providers' perspective, increasing competition places an 
imperative on a better understanding of consumers and indicates a need for 

adopting the market concept into organisational strategies, the following 

section further investigates the evolution of Chinese consumers in order to 
identify the current stage of development in China's domestic market and the 

circumstances of consumer research in China. 

4.4 CHINAS DOMESTIC MARKET 

The Economist (2005 d) believes that China has two main attractions for 

foreign investors: a potentially vast domestic market, and an environment 
from which it is easy to export. This correlates with A. T. Kearney (2004) 

report indicating that the top five main attractions for foreign investors 

building businesses in China, when compared with India, another large 

emerging market, are i) market size, ii) market growth potential, iii) access to 

export markets, iv) government incentives, and v) production/ labour costs. 

Without doubt, cheap material and labour attract MNCs to manufacture in 

China. However, it is mainly China's huge market potential - the promise of 
1.3 billion consumers - that lures international companies and brands flood 

into the Chinese market (Economist 1999). "The real long-term opportunity 
is China's domestic market, " commented Andy Bryant, president of Avnet 

Electronics Marketing (Spiegel 2002). For many M`NCs, China% indigenous 

market is more substantial than the business of serving Western market via 
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contract manufacturers (CMs). Research findings in to profitability also 

support this opinion: in fact, the foreign companies that were most profitable 

overall were those that sold more of their China-made products internally 

than overseas, and those foreign MNCs that set up business in China aiming 

only at "ample and inexpensive labour" perform worse than others in China's 

markets (Rheern 1996). 

At the end of 2002, China had a population of 1.28 billion, of which two- 
fifths (502m) lived in urban areas and the rest in rural ones, and was growing 

at 0.65% a year. Measured by GDP per person, this breached $1,000 in 2003, 

placing China half-way to becoming a middle-income country as measured 
by the World Bank (Economist 2005 e). Now, with rapid economic growth, 
demand is taking off. Packaged foods already constitute a $47 billion 

category that is expanding by 8% per year -a pace rarely seen these days in 

developed markets, where sales of some types of consumer goods are 

stagnating or even shrinking (Chen and Penhirin 2004). Rapid economic 

growth is also bringing a wider variety of goods within reach of a growing 

number of consumers. 

Winning in China has, therefore, become a top priority for ambitious MNCs, 

many of whom see China as "a once-in-a-lifetime opportunity to catapult 

themselves into position for global leadership" (Ayala, Lai et al. 1996). 

However, translating these trends into actual marketing success has never 
been a "sure bef' and although the popular press has written much about the 

growth of the Chinese market, accurate analysis of China's consumer 
demand has been a common problem for MNCs. Despite the publicity 

surrounding the newfound spending power of the Chinese people and the 

successes of many foreign firms, a number of MNCs have discovered, soon 

after entering the market, that China's huge population has not translated 

easily into a steady stream of customers. Many M-NCs have been successful 
in creating brand awareness and a favourable image among consumers, but a 

standardized marketing strategy relying on global brand appeal alone may 

not be sufficient to capture markets in transitional economies (Cui and Liu 
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200 1). The Economist (1994) estimated that "China's potential consumer 

market is enormous, but it is not as rich as some imagine--and it is devilishly 

difficult to get at'. Back in the Mid 1990s, the most often addressed problem 
is "who are Chinese consumers? " (Economist 1995). The example of 
Siemens' defeat in China has led many to the view that investing to produce 
for the Chinese domestic market is fraught with danger (Preece 2005). 

Zhang (1996) considers that despite the obvious implications for Western 

countries from which China sources most of its imports, research in the field 

of international business and marketing has not kept pace with the 

development in China's consumer market. It is recognized that most existing 

research in this area is mostly at the level of descriptive information such as 

rapid urbanization and other macro-economic statistics, and has sometimes 
led to a distorted view of the marketplace and misreading of consumer 
demand (Cui and Liu 2000). Using the discrepancy in sales figures for soft 
drinks as an example, Kahn (2003) proposes that the lack of reliable 

consumer data in China makes it difficult for multinational corporations to 

compete in China. 

While most of the efforts have concentrated on the economic and industry 

conditions that influence investment and business decisions in China, little 

research has focused on the Chinese consumer. As a consequence, 
knowledge about the Chinese consumer still remains quite scarce. 

4.4.1 Evolution of the Chinese Consumer Market 

Since China started its economic reform and "Open Door" policies, moving 
from a central command economy to a market economy, this transition has 

provided the Chinese people an opportunity to "be reborn as consumers in a 

real sense" (Li and Xiao 1998). Economic reform has thus led to the 

emergence of a consumer society. 

The Chinese government has outlined a timetable of development informed 

by changes in consumption patterns, constituted by 3 stages: where i) at a 
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first stage, consumption is focused on basic necessities typified by food and 

clothing; ii) at a second phase, characteristic of Western countries entering 

an industrialised society consumption, is typified by the provision of 

consumer goods, cars and improved housing; and iii) a third, and as yet 

unentered stage, typified by a knowledge economy of information products 

and services, to which advanced Western countries have begun the transition 

(Taylor 2003). 

Based on this strategic plan, China's consumer revolution has taken place in 

the context of the restructuring of state enterprises, and reform in one sector 
has mandated reform in others. It is believed that currently, much of urban 
China is entering, or has just entered the second stage, even though the 

middle-class lifestyle of the Eastern seaboard is more representative of the 

third phase (Taylor 2003). 

It is acknowledged that the "stagnation" of China's consumer market has 

been one of the bottlenecks in the whole development of the country. The 

prerequisites for a burgeoning consumer market are legal and fiscal measures, 
the removal of local protectionism and provision of consumer protection and 
credit facilities. However, by the 1990s, consumers in China still had no 

means of financing any of their purchases, other than borrowing money from 

friends. The banks at that time did not make personal loans and there was no 

credit card system (Banks 1994). 

In the 1990s there had been a tendency for the increased rate in consumption 
to fall and for that of savings to rise. The accelerating reform of SOEs have 

moved away from an "iron rice bowl" system of full employment and social 

subsidence, and people themselves have' had to make provision for 

unemployment, sickness and retirement; it has thus bread an atmosphere of 
insecurity and stimulated a propensity to save among those able to do so 
(Taylor 2003; Economist 2004 a). A survey, based on 800 door-to-door 
interviews in Guangzhou, found that, 83% respondents were concerned 

about higher health-care costs, while 58% had increased levels of saving 

over the previous year; half expressed a "real sense of uncertainty" about the 
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future; in addition, 78% said that they were concerned about the escalating 

cost of buying or renting a home. It was found that 'ýeqple are looking to 

save rather than spend" (Saywell 1998). 

Following the Asian financial crisis of the late 1990s, Chinese economic 

planners have learrit the undesirability of excessive reliance on foreign 

markets, and have thus redirected policies for maintaining growth from 

expanding production to increasing demand. Consumption has been 

predicted to accelerate under the direct stimulus of government policy, 

reflected in the priorities of the Ninth and Tenth Five Year Plans (1996-2000 

and 2001-2005). One of the examples is the banks' new policies that deluge 

consumers with credit cards, mortgages and car loans in an attempt to make 

growth more balanced by encouraging consumer spending. The Economist 

(2005 f) reports that a tenth of all outstanding bank loans, or around 2 trillion 

yuan ($242 billion) is now owed by consumers; mortgages, which account 
for 90% of this, grew at an annual compound rate of 115% between 1998 

and 2004, according to KGI, a securities firm. 

Economic growth since then has in turn, fuelled consumption of goods 
beyond basic necessities, with growth in expenditure on consumer durables - 
typified by electrical goods and, in some cases, even cars, hitherto beyond 

the reach of most private Chinese consumers - as well as expenditure on 
leisure pursuits such as entertainment and travel. Importantly, expenditure 
on housing, a harbinger of future consumer spending, has grown consistently 
(see Table 4-3 and Table 4-4). 

Taking consumer goods as an example of the evolution of the consumer in 

urban China, Table 4-4 listing the ownership rate of major consumer durable 

goods over three decades, illustrates the rapid proliferation of new consumer 
items and thus indicates that urban living standards have moved beyond 

subsistence levels to relative comfort. 
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Table 4-3 Disposable Income and Expenditures for Consumption in Urban 

Households (1990 - 2003) 

1990 199S 2000 2002 2003 

Per Capita Disposable Income (yuan) 1510 4283 6280 7703 8472 

Expenditures for Consumption (%) 

Food 54 50 39 8 37 

Clothing 13 14 10 10 10 

Household Facilities, Articles and Service 10 7 7 6 6 

Medicine and Medical Service 2 3 6 7 7 

Transport, Post and Communication Services 1 5 9 10 11 

Education, Cultural and Recreation Services 11 9 13 15 14 

Residence 7 8 11 10 10 

Miscellaneous Commodities and Services 1 3 3 3 3 

Source: (NBS-China 2004) 

Table 4-4 Number of Major Durable Consumer Goods Owned Per 100 Households at 
the Year-end (1985 - 2003) 

1985 1990 1995 1998 1999 2000 2002 2003 
1970s 
Bicycle 152.3 188.6 194.3 182.1 183.0 162.7 

1980S 
Colour Television 17.2 59.0 89.8 105.4 111.6 116.6 126.4 130.5 
Refrigerator 6.6 42.3 66.2 76.1 77.7 80.1 87.4 88.7 
Washing Machine 48.3 78.4 89.0 90.6 91.4 90.5 92.9 94.4 
Video-recorder 18.2 21.7 20.1 18.4 17.9 

199Ds 
Hi-F! Stereo 10.5 19.7 22.2 25.2 26.9 
Oven 0.3 8.1 24.5 30.8 51.1 61.8 
Camera 12.2 17.6 30.9 37.0 
Air Conditioner 8.5 19.2 30.6 36.3 38.1 38.4 44.1 45.4 

2000s 
Mobile Telephone 7.1 19.5 62.9 90.1 
Computer 5.9 9.7 20.6 27.8 
2010s 
Automobile 0.3 0.5 0.9 1.4 

Sources: (NBS-China 2001; NBS-China 2004); adopted from table 6.4 of (Davis 2000) 

It is estimated that there are now around 10-13m mainland customers for 

luxury goods - mostly entrepreneurs and young professionals working for 

multinational firms and living on the country's Eastern seaboard in big cities 

such as Shanghai, Beijing and Dalian (Economist 2004 b). The Economist 

(2004 b) suggests that the "three on the bund" is a vision of the future of 
Chinese consumerism. Many luxury firrns see Chinese shoppers as the new 
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Japanese -a potentially huge group of status-conscious, increasingIN wealth\ 

people hungry for brands and fanatical about shopping. 

4.4.2 Cultural Differences 

Many M-NCs have tried to impose Western models of marketing on China 

and have tended to aear their products and pitches to those Chinese 

consurners, \vho mostly resernble the prototypical Western consunicr. As a 

result, they have missed the fact that there are significant cultural differences 

between Western and Chinese consurners. Succeedinu in these broader 

markets requires companies to spend tirne building a deep and unbiased 

understanding of the unique characteristics and needs of consumers 
(Prahalad and Lieberthal 2003) . 

Figure 4-6 Ulofstede's Cultural Dimensions 

Sources: adapted from (Hofstedc 2005) 

It is acknowledged that contemporary Chinese culture in the PRC consists of 

three major elements: traditional culture, communist ideology and, more 

recently. Western values (Hiu, Slu et al. 2001). Confucianism is 

undisputedly the most influential philosophy, \'vhich forms the foundation of 

Chinese cultural tradition and still provides the basis for the norms of 

Chinese consumer beha\ iour (Fan 2000). The mix of cultural influences on 

consurners have been analý sed in various approaches. For example, 

11ofstede (200-5) has developed a series of cultural \alue measurements - 
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"Cultural Dimensions" - to analyse social value differences across cultures. 
These can be surnmarised as: i) a Power Distance Index (PDI) focusing on 

the degree of equality, or inequality, between people in the country's society; 
ii) Individualism (IDV) focusing on the degree to which the society 

reinforces individual or collective achievement and interpersonal 

relationships; iii) Masculinity (MAS) focusin on the degree to which the 

society reinforces, or does not reinforce, the traditional masculine working 

role model of male achievement, control, and power; iv) an Uncertainty 

Avoidance Index (UAI) focusing on the level of tolerance for uncertainty and 

ambiguity within the society - i. e. unstructured situations; and v) Long-Term 

Orientation (LTO), focusing on the degree to which the society embraces, or 
does not embrace, long-term devotion to traditional, forward thinking values. 

Applying these dimensions to the Chinese consumer (see Figure 4-6), it is 

apparent that consumers have different rankings in each dimension from 

other Western and South East Asian countries, thus indicating significant 
differences to other Western and Asian cultures. Hofstede's analysis is as 
follows: 

China has Long-term Orientation (LTO) as the highest-ranking 

factor (114), indicating that it ascribes to the values of long-term 

commitments and respect for tradition. 
ii) The Chinese rate low in the Individualism (IDV) ranking which it 

is believed may be attributed, in part, to the high level of 

emphasis on a Collectivist society instilled by Communist rule. 
The low Individualism ranking is manifest in a close and 

committed membergroup', be that a family, extended family, or 
extended relationships. Loyalty in a collectivist culture is 

paramount. The society fosters strong relationships where 

everyone takes responsibility for fellow members of their group. 
China's significantly higher Power Distance ranking is indicative 

of a high level of inequality of power and wealth within the 

society. This condition is not necessarily forced upon the 
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population, but rather accepted by society as their cultural 

heritage. 

However, Fan (2000) suggests that the scope of Hofstede's Culture 

Dimensions is too narrow or simplistic to describe Chinese cultures. Based 

on a substantial literature review, Fan (2000) has classified the core Chinese 

cultural values into a list of 71 Chinese Culture Values (CCVs) as shown in 

Table 4-5, which provides a comprehensive perspective on Chinese cultures 
that potentially affect consumers' behaviour. It is noteworthy that 
Hofstede's dimensions are included within, but are not sufficient to 

encompass the list. 

Many cross cultural studies, comparing differences in culturally- influenced 

reasoning between Chinese consumers and those from other cultures, have 

revealed the significance of these behavioural differences. This is reflected 
in various ways, including the manner in which Chinese consumers respond 

to advertising and marketing (Yan 1994; Lowe and Corkindale 1998; 

Ackerman and Tellis 2001; Malhotra and McCort 2001; Toffoli and Laroche 

2002), and complaint behaviours (Chiu, Tsang et al. 1988; Au, Hui et al. 
2001; Ho 2001). 

For example, Lowe and Corkindale's (1998) research finds that there are 
differences in both cultural values and the attitudes/perceptions towards 

various marketing stimuli between Australians and Chinese from the PRC; 

these differences were fundamentally associated with cultural differences in 

the respondents' value systems. 
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Table 4-5 Chinese Culture Values 

Table 1 a: Chinese Culture Values 

National Traits 38 Thrift (seving) 

1 Patriofis, " 39 Persistence (perseveTence) 

2A sense of cultural superiOrftv 40 Pwience 

3 Resj>ect for tradition 41 Prudence tcerefulness) 

4* Bearin. 0 t1ardships 42 Adaptability 

5 KnowledcZe (educa5on) 

6* Governinq by leaders inslead of by law Business Philosophy 

7* Equality 1eqatitarianism 43 Non-compe ition 

a Moderation, iollowintl the middle way 44*Not quide by profit 

45*Guanxi (Personal connection of networkirm) 
Interpersonal Relations 46*Attaching importance to long-lasting 

retalicrrismip not clains, 
9 Trustworthiness 47 Weatth 

10 Jen-ei I Kridness eDrqiveness. compassion) 48 Resistame to corruption 
11 *L1 I Proxiety 49 Being conservative 
12*Peopfe being primafi[v qood S0*MOra1i*y 

13 Tolerarce of others 
14 Harmony with others Personal Traits 

15 Courtesy S1 "Te (virtue, moral standard) 
16 Abasement / Humbleness 52 Sense of OaMeousness I Inteqrlty 

17 A close, intimate friend 53 SinceritV 

18 Observation of rites and social rituals 54 Having a sense of charm 

V) Reciprocation of qreetinqs, favours and qifts 55*Wrsdom 1 Resource4ulness 

20 Repayment of both the good or the evil that 
another perst>n has caused you 

56 Self-culdvailon 

21 Face (prolectino. giving. gaining and losing) 57 Personal steadiness and stability 
58 Keeoinc oneself d-sinterested and pure 

Family /Social Orientation 59 Havinq few desires 

22 Filial piety 60*Beinct oentlerrtan anytirm 
23 Chastýy in women 61 *Obiliqation for one's farinity and nation 
24Mnship 62*Praqmatic I to suft a situation 
25*Vebneration for the old 

_ 63ý"Conlentedness with one's position In Ofe 

26 Loyalty to superiors 
27*Defarance to aLfthorw Time Orientation 

28 Hiararchica! relationships by status and 
obsesvino this order 

64*15ast-time oriented 

29*Conformity I group orientation 65*Confinufty I time viewed as circular rather 
than Ifnear 

301A sen"s of belonoincl 66ýTakinO a Iona ranq view 

31 * Reachincl consensus or co7vromise 
32*Ayoidlna confrontation Relationship with Nature 

33 Benevolent aLrtwaf I Paternalistic 67*The way (rao) 

34 Solidarity Ea*Ferallsm! Karma (bel, evino In one's own fate 

35*Conectivisrn 69*Yumen 

70*1-farmany between man and nature 

I Work Attitude 71 *Unity of Yin and Yanq 

36 Ind, is" (wo-Who hard) 
37 Commitment f 

Amended and revised from the Chinese Value Survey by the Chinese Culture Connection. 
* Those with asterisk are added by Fan (2000), 

Source: (Fan 2000) 
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In the West, marketing communication strategies usually hinge on an image 

or lifestyle association, or managing brand-equity, and manufacturers often 

assume that consumers have a basic knowledge of a product. However, such 

strategies may be inappropriate for Chinese consumers. In China, it is those 

communication imperatives for products which use simple, direct approaches 

work that best. (Yan 1994). Zhou and Belk (2004) find two dialectic 

reactions within Chinese consumers: one is largely driven by the desire for 

global cosmopolitanism and status goods for the sake of "mianzi" (prestige 

or face), whereas the other is motivated by a more nationalistic desire to 

invoke Chinese values that are seen as local in origin. Yaohan, CEO of a 
large Japanese retailer, reportedly felt puzzled when dealing with Chinese 

consumers. He explained that the retail chain's failure may have lain in the 

curious way in which the Chinese respond to advertising and marketing 
(Economist 1997). 

This has specific implications in consumer relationship management, an 

example of which is that Chinese cultural values have significant effects on 

consumers' complaint behaviours. The values of social harmony, moderation, 
face, and reciprocity affect the type of action carried out when dealing with 
dissatisfaction, especially when this may be handled by way of public 
confrontation, such as litigation (Ho 2001); given the salience of face 

concerns in Chinese culture, consumers appear to be less likely to complain 
when the situation involves direct confrontation with the responsible party 
than when it does not (Chiu, Tsang et al. 1988). 

These cultural values have thus formed a unique set of attributes 
characterising Chinese consumers. Some studies have attempted to identify 

these characteristics in terms of various buying behaviours (McDermott and 
Choi 1997; Anderson and He 1998; Li and Xiao 1998; Davis 2000; Sun, 
Horn et al. 2004). Sun, Horn et al. (2004)'s study found that consumers in 

the more individualist cultures (e. g. the UK and the USA), compared with 
those from China (one of the more collectivist cultures) were more "brand- 

savvy", travel-oriented, satisfied with their lives and finance, and generally 
more optimistic. A Gallup survey has identified that the average Chinese 
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consumer is generally pragmatic, price and quality conscious, a careful 

planner, and patriotic (Cui 1997). Others have found that they are: i) 

optimistic about the future; ii) positively disposed to trying new products; iii) 

sophisticated shoppers who make well-informed purchases, and who value 

performance rather than brand image; and iv) family focused; saving more to 

cover costs of health care and their children's education, as the government 

gradually cuts back on various subsidies. (McDermott and Choi 1997) 

These characteristics have therefore been perceived to have three major 
implications for foreign marketers in China (McDermott and Choi 1997): 

- They will find it difficult to achieve customer loyalty 

- They need to offer consumers product information 

- They will enjoy competitive advantage if they can deliver superior 
'value-for-money' products. 

4.4.3 Diversity 

Although it is assumed that the common cultural heritage shared by China's 

population leads to a level of standardization and coordination in product 
introduction and advertising within China (Cui 1997), the misconception of 
China as a homogeneous market often leads to difficulties in assessing 

market demand and enacting effective strategy (Cui and Liu 2000). As a 

result many MNCs have failed to differentiate the strategies and practices in 

different segments, and although some have recorded impressive sales 

growth, many have suffered from sluggish sales and elusive profits. China 

has 31 provinces, 656 cities, 48,000 districts, seven major dialects and 80 

spoken tongues. Climate and geography vary from the freezing northern 

plateaus to the semi-tropical south. There are enormous disparities in 

income, education and lifestyle between city dwellers and farmers, and 
between the wealthy east coast and the poor west and north-east. For most 

products, there is no such thing as a national market. China's consumers are 

too dispersed, too inaccessible and too different from each other (Economist 
2004 a). In many cases, foreign as well as Chinese firms have seen less than 

gratifying returns on their investments as they have fallen victim to the 
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"edifice complex": rushing to expand their operation, they have failed to 

understand fully Chinese consumer preferences. 

Figure 4-7 Per Capita Annual Income Net of Rural and Urban Households 
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Sources: (NBS-China 2004) 

In addition, a significant number of MNCs have overestimated the demand 

for their products in China; whilst, China is still largely rural and poor with 

an average income of just $360 per head per year (Economist 1999), as of 
1999 refer to Table 4-6. "For most of its 1.2 (then) billion people the 

purchase of electronic goods, stylish clothes or even ice cream remains a 
distant dream; products that might not even be considered luxury items in 

the West could end up with price tags out of the reach of most Chinese" 

(Economist 1994). Although category sales growth is often high, such a 

phenomenon is largely due to the growth of high income groups, not that of 

the overall population (Cui and Liu 2001). A very small part of the 

consumer elite may mislead many companies to overestimate the buying 

power of the whole Chinese consumer population. Foreign companies are 

unlikely to find a nationwide, majority middle class in China like that of 
Japan or the United States (Cui 1997). Among low-income urban dwellers 

and those in the countryside, certain consumer durables are by no means 

universal. For instance, the number of colour television sets in China's 

villages had reached 4.72 per hundred households in 1990 and even though 
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the number increased to 22.9 in 1996, this was far below the level found in 

the cities (see Table 4-4). 

It is apparent that consumers from various geographical regions have 

different values, lifestyles, and customs (Cui and Liu 2001). Economic 

reform over the past 20 years has dramatically increased regional income 

inequalities. In fact, growing income differentials are being reflected not 

only in the extent, but the diversity of consumption, one feature being greater 

consumer discernment evidenced by increased disparity (see Figure 4-8). 

Urban markets for certain consumer goods, such as the television, and 

washing machine, are already satiated, but there is a dearth of high 

technological quality commodities. Thus, in some sectors supply exceeds 
demand, while in others the pattern is reversed (Taylor 2003). 

Many studies manifest the significance of regional income disparity (see 

Figure 4-7). During the 1980s and 1990s, government policies increased the 
disparities between regions, causing the eastern (coastal) region to advance at 

a greater rate than the western and central regions. Even though the Chinese 

government has consistently emphasised a policy of achieving economic 

equality between the nation's geographic and administrative regions, 
disparity between regions and cities persists, and in recent years it has even 
increased (Song, Chu et al. 2000). 

Another study by Zhang et al. (2001), attempting to investigate the reasons 
behind China's regional per capita income convergence, also suggests that 
the inequality among western, central and coastal regions are significant and 
economic reforms have widened the gaps much further. 

Moreover, such inequities have changed continuously. According to Lee 
(2000) study, the dominant sources of overall regional inequality in output 
have shifted from intraprovincial to interprovincial inequality, from rural- 
urban to intrarural inequality, and also from a disparity within coastal areas 
to one between the coast and the interior. In the case of consumption, 
however, the intraprovincial inequality, rural-urban inequality, and the 
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disparity within coastal regions are the ma . jor factors in overall re., onal 
inequality (Lee -2000). Herrrnann-Pillath, Kirchert et at. (2002) investiptiOn 

of the impact of different levels of spatial aggregation on the assessment of 

regional disparities in China has concluded that nationally homogenous 

discrimination still advanta-es urban areas, and that in rnawvl rural areas, 
despite clear growth, these is an increasino divergence re urban areas. 

As would be expected given the incorne disparities. COIISLIIIIPIIOII habits 

differ significantly. These differences are magnified ",, here dlscretionarý 
1: 1 C7 - 

spending is concerned. Taking the consumption between urban and rural 
China as exemplars (see Figure 4-8), the average urban household spends 15 

Zý In 
times more on travel and tourism and 7 times more on entertainnicilt than the 

average rural household. The urban/rural gap is smallest When it coInCs to I- 
spending on medical expenses and one's children - priorities for both urban 

and rural Chinese. (Arora 2005) 

Figure 4-8 Consumption Pattern of Rural and Urban Consumers 
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Income disparities together with differences in consumption power, 

education, personal habits, and tastes, have led to the fragmentation of 

Chinese domestic consumer market. Disparate incomes and divergent 

lifestyles result in different levels of consumer readiness and responsiveness 

to marketing efforts (Cui and Liu 2001). Income disparities do not exist only 

between consumers from rural and urban area, but also between urban 

consumers. For instance, at a $5,600 per capita GDP, Shanghai is more than 

five times higher than it is in Chongqing, in the interior of the country 

(Economist 2001). This also can be reflected by the extent of brand 

ownership between consumers from various regions: consumers from 

coastal areas or big cities show more willingness to purchase international 

brands, in contrast, consumers from rural areas seem to be more often use 
local brands (Cui, 1997). It has been perceived that "China's consumers are 

more diverse and more discriminating - than some marketers of foreign 

goods may realize" (Cui 1997). This urban homogeneity and rural disparity 

also be seen to have implication for the transferability of Beijing region in 

figures 8.3 and 8.4. 

Therefore, an understanding of the diversity among consumers is essential 
for success in emerging markets (Batra 1997); market segmentation, as the 

first stage of a SMP process, is thus important. 

4.4.4 Consumer Segmentation Research 

A direct result of more products being available to the average Chinese 

consumers is an increase in the complexity of consumers' choice behaviours 

and the emergence of new consumer segments in the market (Hiu, Siu et al. 
2001). A relatively new topic in the literature. on Chinese consumer 
behaviour is the focus on identifying consumer market segments (Sin and Ho 

2001). 

After reviewing literature in the area of consumer research in Greater China 

(including Mainland China, Hong Kong and Taiwan) over the 1979 to 1997 
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period, Sin and Ho (2001) have suggested that, while a considerable breadth 

of topics have been researched, much remains to be done: i) specifically 

there is further room for theoretical development in Chinese consumer 
behaviour studies; ii) and the methodologies used need improvement and 
further refinement. This is especially true in the field of market 

segmentation research. 

In order to show the scope and depth of activities in the area of market 

segmentation, the author has summarised the recent research recorded in the 
literature reviewed, as shown in Table 4-6. Specific emphasis is placed on i) 

approaches including segmentation bases and descriptive variables, ii) 

methodology including products used for testing, sample coverage, sampling 

and analysis methods; and iii) the content of results. 

It is apparent that the segmentation research undertaken on China's domestic 

market has adopted a wide range of segmentation variables, markets studied, 

and methods. However, although some studies of Chinese consumers have 

examined demographic and geographic differences, Dickson, Lennon et 

al. (2004) note that these studies have not generated multi-faceted market 

segments using the characteristics explored; but instead have explored 

regional variations in consumer characteristics and their marketing 
implications. More comprehensive market segments have been generated 

around psychographic and lifestyle differences and profiled by their 
demographic and geographic characteristics, but this research has apparently 

not kept pace with the developments in China's consumer market, given the 
importance of China's market to both M`NCs and indigenous manufactures. 
Further, whilst several studies have focused on specific groups of Chinese 

consumers, it is debatable whether the limited geographic coverage and 
samples are valid (Cui and Liu 2000). 
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4.4.4.1 Geographic Segmentation 

As noted in the above, China's domestic market is, geographically speaking, 

exceptionally large and fragmented, with significant regional disparities and 

multicultural consumer groups; As MNCs continue to increase their stake in 

the country, understanding of regional differences in consumer purchasing 

power and lifestyles is critical for MNCs to assess local market demand 

accurately and to enact effective marketing strategies (Schmitt 1997). 

Much literature has recorded this regional diversities (Yang and Zhou 1999; 

Lee 2000; Song, Liu et al. 2001; Zhang and Felmingham 2001; Zhang and 
Zhang 2003; Arora 2005). Given that these geographic divisions have 

significant implications for understanding Chinese consumers and improving 

market strategies (Cui and Liu 2000), some authors have suggested the 

geographic segmentation of China based on location, economic development 

and local culture (Schmitt 1997; Yao and Liu 1998; Cui and Liu 2000; 

Herrmann-Pil lath, Kirchert et al. 2002). 

The series of surveys of Chinese consumers conducted by the Gallup Research 

Co. Ltd. (China) is believed to provide solid findings representative of the 

entire nation and various demographic groups, due to the use of a statistically 

representative samples of all groups, nationwide coverage, and method of data 

collection. The data set contains demographic information, and also consumer 

attitudes, lifestyle activities, media usage, household expenditure and 

consumption patterns, and knowledge of many domestic and foreign brands. 

These surveys therefore are thought to produce a revealing psycho-graphic 

profile of the urban Chinese consumer (Cui and Liu 2001). 

According to Schmitt (1997), Gallup's survey has revealed sharp differences 
between rural and urban consumers, and he recommends that the continuum 
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ranging from 'big city' at one end and 'small village' at the other end is 

perhaps the most significant segmentation variable. 

However, due to poor accessibility, little, with the exception of Yao and Liu 

(1998), is known about sub segments within the rural segment. Given the 

huge inequality in buying power between rural and urban consumers (see 

Figure 4-8), research interest has been focused on consumers from large cities 

or coastal areas. 

Based on the Gallup survey, Cui and Liu (2000) analysed diversity among 

Chinese consumers across seven regional markets, and identified the three 

following regional segments (Figure 4-9): 

i) 'growth markets' within South and East China; these are more 

advanced in economic development and have more affluent consumers 

than hinterland provinces. 
ii) 'emerging markets' within North, Central and Southwest China; this 

regional economy has grown rapidly over the last few years and 

attracts investment from many countries. 
iii) 'untapped markets' within Northeast and Northwest China; these are 

still waiting exploration by foreign firms, and receive little FDI. 

This analysis suggests that consumers from various regions are significantly 
different from one another in terms of purchasing povýer, attitudes, lifestyles, 

media use, and consumption patterns. Therefore, Cui and Geng (2000) 

suggest that MNCs need to take a cautionary approach when expanding into 

the inland regions, and must adapt to the local market conditions and devise 

sustainable strategies. 

Moreover, there are noteworthy differences among cities. Other research 

undertaken by Herrmann-Pillath, Kirchert et al. (2002) investigates the impact 
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of different levels of spatial a-ureoatlon on the assessment of reolonal 

disparities in China and concludes that the disparities arriong, cities are 

growing. 

Figure 4-9 Regional Markets 
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\V 11 iI St. It is suggested that "urban -rural" or -u rb an-subu rb an-rLi ra I- 

segmentation is important, seomentation of the Chinese consumer should not 

stop there. Schmitt (1997) believes that more needs to be known about SUh- 

segments aniong the urban markets. 

4.4.4.2 Demographic Segmentation 

Demographic segmentation has been applied to sorne sub-markets in urban 
China. The variables used have included age and sex. income, and family 

lifecycle. Arriong them, Cui and Liu (2001) believe that incorne is one of the 

primary factors that influenecs consumer bella\ lour. and thus income 

se(urnentation is an effective approach for China*s market, especially bý reason 

of sh-mificant diversities arnong, consumers. This is especialk true for 

Imported goods and those made bý foreign companies In China, Mlich are 
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usually more expensive than domestic products (Cui and Liu 2001). An 

examination of consumer trends also suggests market segmentation based on 

growing personal and regional income inequalities (Taylor 2003). Anderson 

and He (1998)'s survey of Beijing consumers regarding both durable and 

nondurable goods, has concluded that consumer age and product price are two 

effective approaches to segmentation. 

One example of income segmentation is put forward by (Cui and Liu 2001). 

Based on data regarding urban consumers from Gallup's 1997 national survey, 
Cui and Liu (2001) adopt total household income as the a priori factor for 

market segmentation and identify four consumer segments for urban residents 

across China. Their findings suggest that the four groups would appear to 

constitute distinctive market segments. As Figure 4-10 suggests, China's 

market structure resembles a pyramid, with a very small upper class, a small 

middle class, and a majority lower class. At the same time, each group has 

characteristics that are notably different from the others in terms of 
demographics, psychographics, and lifestyle activities. 

Cui and Liu (2001) therefore suggest that : i) the pyramid shape of the 

consumer structure - which is different from that of many developed markets, 
such as the West, that have a majority middle class - suggests that the 

effective market size in China for comparatively expensive imported goods is 

smaller than many western MNCs may have expected; ii) a strategy focusing 

on the small group of "yuppies" may work initially, yet has limited long-term 

growth potential; especially as this only accounts for 5% of the urban 
population; Cui and Liu (2001) suggests that MNCs must move beyond this 

elite group to reach a wider market; iii) although household income plays a 
key role in distinguishing between these segments, value orientations and 
lifestyle activities have a significant effect on purchase behaviour, whilst the 

various characteristics of each segment suggest different market approaches. 
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Some researchers have attempted to apply other bases than income to 

segmentation. It is predicted that China faces an aging society due to the one- 

child policy, which suggests the importance of age segmentation and 
(Economist 2005 b) argues that companies targeting domestic consumers in 

China should focus on the older consumers. A survey reported by Anderson 

and He (1998), with a sample of 3,000 responses from Beijing, has provided 
information which differentiates the 'price influenced segment' from that 'not 

influenced by price', and 'younger' from 'older' segments. In a further piece 

of research, Laurent (1982) has investigated the family life cycle concept 

within Chinese culture and has suggested a segmentation based on family 

lifecycle. 

Figure 4-10 Urban Consumer Segments 
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4.4.4.3 Psychographic Segmentation 

It is believed that psychographic and lifestyle segmentations promise to be a 

useful way to move beyond economic and demographic descriptions of 
Chinese consumer segments in order to provide an in-depth understanding of 
the psychology of the Chinese consumer (Schmitt 1997). Cui and Liu (2001) 

suggest that although income plays a key role in distinguishing segments, 

value orientations and lifestyle activities have a significant effect on purchase 
behaviour. ' 

Wang, Yee-Man Siu et al's (2002) study indicates that the combination of 

psychographic and demographic variables in describing consumer choice 

patterns provides rich information about each consumer segment. Wang 

Chan et al. (2001) also believe that psychological factors add incremental 

explanatory and predictive power to traditionally used demographic variables, 

as with the exception of household income levels, psychological factors were 
better than demographic variables in differentiating "intenders" from "non- 

intenders" in China's emerging property market. 

Some studies have been conducted via a psychographics approach (Li and 
Xiao 1998; Tam and Tai 1998; Veeck and Veeck 2000; Hiu, Siu et al. 2001; 

Wang, Chan et al. 2001; Wang, Yee-Man Siu et al. 2002; Dickson, Lennon et 

al. 2004; Wang, Siu et al. 2004) (Table 4-6). Although there has been debate 

about the limited geographic coverage and sample validity due to the use of 

specific groups of Chinese consumers (Cui and Liu 2000), most have provided 
in-depth information on Chinese consumers and strategic implications. 

For example, Li and Xiao (1998) have utilized consumers' 

attitudes/perceptions towards commercial information, including advertising 

and price as variables to a group of respondents selected from Beijing 

consumers, and in so doing have identified four types of Chinese consumer. 
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Among them, i) 50.8% were the "pragmatic" type who seek practical aspects 

of consumer goods without caring about commercial information, ii) 33.9% 

were the "commercialized" type, pursuing marketing information and brand 

name products, iii) 11.7% were the "sociable" type, getting information mainly 
from friends, and only iv) 3.6% were the "conservative" type, ignoring 

marketing information and disliking social change. 

After investigating the changes in food purchase patterns in China, based on a 

survey of urban households in Nanjing, Veeck and Veeck (2000) identified 

three distinct segments i) "Convenience shoppers"; ii) "Frequent shoppers" 

and iii) "Traditional shoppers". Hiu, Siu et al. (2001)'s study using the 

measurement instrument of consumer decision-making style has found that 

quality and price were the major concerns in Chinese consumers' product 

choice and that they tended to stick with familiar local brands. Tam and Tai 

(1998) have used psychographic dimensions in their research to segment the 
female consumer market in Greater China (the People's Republic of China, 

Taiwan, and Hong Kong) and have distinguished four distinct segments, 

referred to as "conventional women" (40.7 per cent), "contemporary females" 

(21.9 per cent), "searching singles" (19.4 per cent) and "followers" (18.1 per 

cent). Research by (Wang, Siu et at. 2004) reveals that consumers who prefer 
to buy imported brand clothing tend to have a unique lifestyle and shopping 

orientation that differ from those who prefer domestic brand clothing. 

It is apparent that since a large portion of the 'middle class' consumers 
identified in the West or Japan, do not exist in China's domestic market, 

segmenting China's market - by examining all psychographic factors including 

geographies, demographics, and differences in attitudes, values, beliefs, or 

even personality - paints a more realistic picture of the different consumer 
categories in China, as well as each group's "readiness" to purchase foreign- 

made goods. The research viewed in this respect provides in-depth 
information on lifestyle activities that have significant effects on purchase 
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behaviour. Accordingly, the various characteristics of each segment suggest 
different market approaches. However, the appropriate choice of approaches 
is dependant on accurately identifying segments. 

4.4.5 Summary 

Reviewing the context of China's domestic market and relevant consumer 

research, especially segmentation studies, it is possible to conclude that: 

1. Much cross cultural research has revealed significant differences in 

consumer behaviour, reflected in various ways including the manner in 

which consumers respond to advertising, marketing, and other 
behavioural measures. Those companies which have tried to impose 

Western models of commerce on China, or to gear their products and 

pitches to Chinese consumers, have missed the fact that there are 

significant cultural differences between Western and Chinese 

consumers. 

2. The process of transition in China's economic reform has provided the 

Chinese people an opportunity to be "reborn" as consumers, as well as 

shaping consumers' characteristics embraced in China's unique 'Guo 

Qing' - the increasingly large disparities at various levels among 

Chinese consumers. Whilst, Chinese consumers share a common 
cultural heritage and language, this often misleads companies into 

regarding the Chinese market as homogenous. 

3. The 'urban-rural' or 'urban-suburban-rural' segmentation is important 

as it provides an overview on regional diversities. Whilst more needs 
to be known about the sub-segments, both research and practice 
interests have been focused on urban areas due to higher buying power 

and higher levels of consumer readiness. It has been acknowledged 
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that income is an effective way to segment Chinese urban consumers, 

and the resultant consumer structure suggests that the effective size of 

markets in China is smaller than expected; and that only by moving 
beyond the elite groups to reach a wider market can MNCs generate 

profit. Substantially more research needs to be done to understand 

how consumer value orientations and lifestyle activities have an impact 

on purchase behaviour; whilst other psychographic research has 

provided some in-depth information, the various characteristics of each 

segment suggest the need for different market approaches. 

4. Given that consumer research into China's markets is still scarce, 

especially in market segmentation areas, and the ever growing 
importance of China's domestic market to both MNCs and indigenous 

manufacturers, market segmentation research has apparently not kept 

pace with the development in Chinaýs consumer market. 

4.5 CONCLUSION 

With the rapid growth of China's economy, the marketplace within China has 

been significantly transformed and many sectors have shown dramatically 

increased competition. Consequently, both indigenous manufacturers and 

those foreign MNCs operating in China have evolved to a stage that requires a 

transformation from manufacturing to marketing, which has placed an 
imperative on a better understanding of consumers and of appropriate 

approaches to identifying the demands of consumers. This is especially 

relevant to the mobile phone market that represents the more maturing markets 
in China. 

At the same time, investigation of the evolution of Chinese consumers reveals 

their unique characteristics and significant lack of homogeneity, attributed to i) 

cultural heritages that are significantly different from other cultures ii) rapid 
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economic transition, and iii) substantial regional diversities. Therefore, it is 

proposed that the highly fragmented nature of the China's domestic market 

requires appropriate market segmentation research, thus providing 

organisations with actionable segmentation schemes for further strategic 

marketing planning. It is recognised that i) market research in China's 

domestic market is still scarce and that ii) existing segmentation studies are 
likely to be faced with similar problems to those in a Western context. As 

noted in Chapter 3, increasingly fragmented markets lead to a need for a more 

complex approach to segmentation rather than reliance on traditional ones 

such as demographics and geographics. 

Therefore, the central tenet of this thesis is that maturing market segmentation 

in China will give rise to issues in developing markets associated with a lack 

of homogeneity. Given that market segmentation research in these maturing 

market sectors in China is faced with the same challenges as that of Western 

markets, this thesis will attempt to test MEC approaches to identify segments 

within the urban Chinese mobile phone market. 
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Chapter 5 MEANS-END THEORY AND 

LADDERING 

Figure 5-1 Chapter 5 Structure 
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5.5 
CONCLUSION 

This chapter explores the means-end theory and laddering methodologies. It 

starts by introducing background theory and a conceptual framework for the 

means-end chain (MEC). It then explains the laddering method and 
discusses various techniques and arguments which occur at differing stages 

of the process. The application of means-end theory and laddering is 

discussed thereafter. Focus is placed on marketing segmentation, as it is one 

of the most widely applied areas and is strongly correlated with strategic 

marketing planning. This chapter concludes with the proposition that means- 

end theory and the laddering method are powerful tools for understanding 

consumer value and can be successfully applied to many marketing areas, 

especially marketing segmentation and advertising. 
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5.1 BACKGROUND 

The basic premise of the marketing concept is that a product (or service) is a 
"bundle" of physical and perceived attributes, which provides a customer 

with an associated "bundle" of benefits to satisfy his/her needs and goals. 
This is also a central tenet of means-end theory (Peter & Olson, 1993) which 
implies that these attributes, which a customer values and considers 
important in a product, are connected to those benefits derived from it, which 
then facilitate the achievement of end goals as perceived by the customer. It 

would seem to be particularly appropriate for the purpose of enabling SMP 

within target markets, due to the ability of the MEC to provide a deeper 

understanding of the customer decision making process, based on which a 
"strategic marketing planning" (SMP) process can be applied. 

Means-end chains (MECs) and the use of laddering as a corresponding 
interviewing technique are finding increased acceptance in marketing 

research. Botschen and Thelen (1998) believe that the MEC and laddering is 

one of the most promising developments in consumer research within the last 

decade. According to Olson (1995), means-end chains are hierarchical 

cognitive structures that model the basis for personal relevance by relating 

consumers' product or service knowledge to their self-knowledge. The ZIP 
fundamental idea underlying the MEC is that decision makers choose 

courses of action that seem most likely to achieve important outcomes. 

5.1.1 A Brief History 

Means-end chain theory builds upon the work of psychologists (Tolman 

1932) and economists (Abbott 1955), who had long recognized that 

consumers do not buy products for the product's sake, but for what the 

product can do for them (Hofstede, Audenaert et al. 1998). Other theoretical 

concepts and perspectives have made a significant contribution to the 

development of the means-end 'approach, such as the "personal value" 

concept (Rokeach 1968; Vinson, Scott et al. 1977), the "benefit 
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segmentation" concept (Haley 1968), and "personal construct" theory (Kelly 

1955). 

Table 5-1 Previous Approaches to Means-End Theory 

Young and Feigin (1975)'s "Grey benefit chain* in which a product is linked to a concept termed the 

emotional payoff" through a chain of benefits: 

Product 10 
Funtional 

110 
Practical 

10 
Emotional 

benefit benefit payoff 

Gutman and Reynolds's early version of the means-end model combining Howard and Rokeach's value 
measures: 

Product Choice 
No 

Intrumental 
No 

Terminal 
attributes criteria values values 

Myers and Shocker have described a similar set of linked concepts: 

Physic al Pseudo-physical 
10 task or outcome 10 

User referent 
characterisitcs characteristics referent (benefit) (imagery) 

Source: (Olson and Reynolds 1983) 

Their work has served as a basis for many marketing scholars to elaborate 
the means-end model. Among the earliest of these was Howard (1963) 

whose generic model of buyer behaviour included many means-end ideas 

and discussed how a means-end perspective on consumers could be useful in 

marketing. Various other scholars, such as Young and Feigin (1975), Myers 

(1976), Geistfeld, Sproles et al. (1977) and Cohen (1979), have further 

explored aspects of this approach. Their discussions all share the same 

assumption and objective of amalgamating a selected stimulating force (e. g. 

set of values, goals in life) with the physical attributes relevant to the 

conception of marketing activities (See Table 5-1). 

As of the early 1980s, researchers began to combine these early intellectual 

elements with ideas from cognitive psychology about associative networks 
and levels of abstraction to form the 'means-end' model (Gutman 1982; 
Gutman, Reynolds et al. 1982; Olson and Reynolds 1983; Gutman 1984). 
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5.1.2 A Conceptual Model of the Means-End Chain 

Gutman (1982) defined a "means-end chain" (MEC) as a model that "seeks 

to explain how a product or service selection facilitates the achievement of 
desired end states "I whilst, Olson and Reynolds (1983) suggested the means- ZD 

end chain as "a rudimentary taxonomic scheme of attributes, consequences, 

and values based on levels of abstraction; these representations are ordered 
hierarchically from lower to higher levels of abstraction to form a kind of 

cognitive structure -a means-end structure. " It proposes that consumer 

product knowledge is hierarchically organized, spanning different levels of 
abstraction, where products are seen as means through which consumers 

obtain valued ends. According to the theory, consumers choose products 
driven by the belief that the specific attributes can help them to achieve 
desired values through the consequences or benefits of product-use. 

The MEC model is based on two fundamental assumptions about consumer 
behaviour: i) personal values play a dominant role in guiding choice patterns, 
and ii) people cope with the tremendous diversity in products by grouping 
them into sets or classes so as to reduce the complexity of choice; at the 

same time, it is also assumed that all consumer actions have consequences 
and consumers learn to associate particular consequences with particular 
actions (Gutman 1982). Reynolds and Gutman (1988) simply put it that the 

general premise of the MEC is that consumers learn to choose products 
containing attributes which are instrumental to achieving their desired 

consequences, whilst MEC theory simply specifies the rationale underlying 
why consequences are important; namely, personal values. 

In the most general means-end formulation, consumers have three levels of 
product-related knowledge - product attributes, the consequences or 
outcomes of using a product, and the broad goals or values that may be 

satisfied by use of that product. These three levels of consumer knowledge 

are combined to form a simple, hierarchical chain of associations, arrayed in 

various levels of abstraction (as shown in Figure 5-2), where i) attributes 
represent the concrete, tangible characteristics of the product; ii) 
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consequences refer to what the product does or provides to the consumer at a 
functional or psychosocial level; and iii) values are intangible, higher-order 

outcomes or ends, being cognitive representations of consumers' most basic 

and fundamental needs and goals. 

Figure 5-2 The Basic Means-end Model 

Attributes o Consequences o Values 

Sources: (Olson and Reynolds 1983) & (Olson and Reynolds 2001) 

This set of associations is called a means-end chain because consumers see 
the product and its attributes as a means to an end (Olson and Reynolds 

2001). The 'means' are the product and its attributes; the desired 'end' 

involves satisfaction of self-relevant consequences and values; and the 
'chain'is the set of connections or linkages between attributes, consequences, 

and values. 

Some researchers(Olson and Reynolds 1983, and Olson and Reynolds 2001) 
have proposed a more complex six-level model to distinguish finer 

graduations of attributes and consequences (as shown in Figure 5-3), 

allowing a better analysis of the types of mental representations that a person 

may have stored about a product, the levels of abstraction reflected by those 

representations, and the extent to which those representations are linked 

together to form an overall means-end structure. 

Figure 5-3 Six-level Means-end Chains 

Concrete Abstract Functional Psychosocial Instrumental Terminal 
attributes -0ý attributes -No, consequences -)ý consequences -0. values values 

Sources: (Olson and Reynolds 1983) & (Olson and Reynolds 2001) 
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A MEC is thus a directed, hierarchically organized structure of 
interconnected levels of product knowledge of varying abstraction. A 

product category or brand can be typified by several means-end chains. The 

entire product schema referred to, in the means-end terminology, as 
Hierarchical Value Map (HVM), is thus embedded within a larger 

associative network of product knowledge, including evaluations, affects or 

emotions, decision roles, product-usage situations, and so forth (Claeys and 

Abeele 2001). 

In summary, the MEC can be used most effectively in understanding the two 

main issues in consumer decision making: i) what choice criteria consumers 

use to evaluate the choice altematives and choose among them; and ii) why 

consumers find these particular choice criteria to be personally relevant (i. e. 

salient or important) (Olson and Reynolds 2001). 

5.1.3 Motivational vs. Cognitive Structure Perspectives 

Some researchers believe that MEC theory integrates two major approaches 

used to understand and predict consumer behaviour- the cognitively oriented 

and the motivational approach (Claeys and Abeele 2001); for example, 
Brunso, Scholderer et al. 's (2004) framework provides a comprehensive 

means of incorporating these two perspectives to interpret the MEC. It 

assumes i) the semantic aspects are predominant when a means-end chain is 

primed from the bottom end (initiating a categorization process), but that ii) 

motivational aspects are predominant when a means-end chain is primed 
from the top end (initiating goal-directed action); however, it is generally 
believed that regarding the theoretical foundation of MEC, two basic views 

can be distinguished - the "motivational" and the "cognitive structure" view 
(Grunert and Grunert 1995). 

The "motivational" view is concerned with obtaining qualitative insights 

into consumers' consumption motives in specific situations, i. e., in the way 
basic motives are linked to shopping behaviour. The means-end approach 

would thus be a modem variant of motivation research in the Tolman (1932) 
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tradition, in that the central premise - that objects have value only because 

they produce desirable consequences or enable one to avoid negative 

consequences - is at the heart of the conceptual ization of motivation. More 

specifically, the means-end approach closely parallels expectancy - value 

theories of motivation in stressing a product's role in achieving one of 

several desired states, rather than conceiving of the product itself as the 

repository of value (Cohen 1979; Cohen and Warlop 2001). Grunert and 

Grunert (1995) have suggested that its usefulness can be evaluated by the 

extent to which its users feel they have achieved a better understanding of the 

consumer's decision-making process. 

At the same time, the "cognitive structure " view is that the means-end chain 

is a model of consumers' consumption-relevant cognitive structures, i. e. of 

the way consumption relevant knowledge is stored and organized in human 

memory. Means-end theory reflects a perspective grounded in cognitive 

psychology, as it focuses on the linkages between attributes that exist in 

products (the means), the consequences for the consumer provided by those 

attributes, and the personal values (the ends) that the consequences reinforce 
(Olson and Reynolds 1983). The evaluation of the usefulness of an 

application of cognitive MEC would be the predictive ability of the 

uncovered cognitive structures, when used as input in a theory which 

explains behaviour by how, in a given situation, information is retrieved 
from the cognitive structure and used in decision-making (Grunert and 

Grunert 1995). 

A majority of researchers, such as Gutman, Olson, and Reynolds (Gutman 

1982; Gutman, Reynolds et al. 1982; Olson and Reynolds 1983; Gutman 

1984) adopt a cognitive structure perspective, defining the hierarchical map 
derived MEC data as an aggregate map of cognitive structure. They believe 

that a key factor in developing a useful understanding of consumer behaviour, 

and perhaps the most important aspect, is consumers' cognitive structures of 
knowledge in memory, given that cognitive structures are essential in 

explaining information-processing behaviour and in turn, overt behaviours 

like purchase choice are a function of these cognitive processes. 
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5.2 THE THEORETICAL FOUNDATIONS OFMECs 

The development of MECs has been based to a large extent on researchers' 
intuitions about solving a particular practical problem; the MEC is thus seen 

as a method used in business practice but lacks a clearly specified theoretical 

foundation although some argue this to be remains implicit. Reynolds and 

Olson (2001) believe that despite the general neglect of the theoretical basis 

for the MEC, it is possible to position it within a rich theoretical framework 

as it has ties to several influential theories in psychology, including the work 

on personal construct theory, human values, cognitive structure, and others. 
Related theories are explored in the following sections. 

5.2.1 Cognitive Structure 

The cognitive structure view of MEC has been developed based on the 

research work in this field undertaken by Scott (1969). A cognitive structure 
is the organisation of experience and other types of information in human 

memory, and human behaviour is the result of an interaction of cognitive 

structures and cognitive processes (Grunert and Grunert 1995). The 

cognitive view of human beings regards behaviour as being directed by 

cognitive structures and cognitive processes, which are usually modelled as i) 

a network of cognitive categories and the associations between them or as ii) 

schemas related by inference processes. Two types of cognitive process are 
distinguished: automatic cognitive processes (unconscious) and strategic 

cognitive processes (conscious). 

Adapted from (Grunert and Grunert 1995), Figure 5-4 specifies a model of 
how a respondent's cognitive structure - along with the cognitive processes 

going on in the data collection and in the situation where the behaviour is to 

be predicted (the target situation) may provide a basis for prediction, based 

on results obtained by data collection, and thus enable researchers to 

determine validity. 
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Figure 5-4 A General Cognitive Model for Data Collection, Analysis and Prediction 
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Source: (Grunert and Grunert 1995) 

It is believed that human behaviour is the result of an interaction of cognitive 

structures and cognitive processes (Grunert and Grunert 1995). The MEC 

can thus be considered as a cognitive structure relevant for explaining buying 

behaviour. Further, distinct from other cognitive psychology research that 

has focused on postulating and testing rather formal models of memory 

structure but with little consideration about the 'content' of memory, the 

cognitive structure view of means-end theory is concerned with both the 

structure and contents, as it is more specific in what the content and structure 

of consumer knowledge is, and how it can be accessed and applied to 

practical marketing problems. Hofstede, Audenaert et al. (1998) argue that 

although most models of cognitive structure specify some kind of 
hierarchical structure, the defining feature of means-end chain theory is the 

specification of the exact linkages between the levels in the hierarchy, 

constituting the structure of consumer knowledge. 
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5.2.2 The Value Orientation of MECs 

The role of personal values as a standard or criterion for influencing 

evaluations or choices regarding persons, objectives and ideas suggest the 

relationship of values to behaviour - values are centrally held cognitive 
elements which stimulate motivation for behavioural. response (Vinson, Scott 

et al. 1977). Values, therefore, are responsible for the selection and 

maintenance of the ends or goals towards which human beings strive and at 
the same time regulate the methods and manner in which this striving takes 

place. Values are therefore centrally held cognitive elements which 
stimulate motivation for behavioural response. 

The Rokeach Value Scale (RVS) is the most often used measurement of 

values for consumer research (see section 3.2.5). Given that Rokeach's 
interest in values has not led to the development of mechanisms for 

translating instrumental values into choice of objects to satisfy those values 
(Gutman 1982), the RVS has been adopted as the "end" of a cognitive map 
of a MEC, and Walker and Olson (1991) interpret a person's most abstract 
beliefs, including instrumental and terminal values as elements of the 'core' 

self. The MEC thus demonstrates how preferred end-states of existence 
(personal values) are translated into specific choices in specific situations. 

Vinson, Scott et al. 's (1977) framework for organizing the consumer's 
value-attitude system (see section 3.2.5) has articulated the various levels of 
a MEC. However, Gutman (1982) has noted that it did not identify which 
values at various levels are linked and how either level of values is tied to 
evaluations of product attributes. 

Thus, MEC theory to date has been developed based on previous consumer 

value research and assumes the dominant role of personal values in 

consumer behavior. 

5-10 



5.2.3 Consequences 

Consequences can be defined as any results accruing directly or indirectly to 

the consumer from his/her behaviour, which can be desirable or undesirable. 
In marketing literature, those desirable consequences are called "benefits" 

(Haley 1968; Myers 1976), and describe the advantages consumers enjoy 
from the consumption of products. Consequences are important to the extent 
that they satisfy the consumer's personal values or goals; in contrast, 

negative consequences obstruct or prevent a person from obtaining a 

personal value (Olson and Reynolds 2001). The MEC emphasises that the 

connections, links, or associations between concepts at different levels of 

abstraction carry or create the meaning of any one concept. The central 

aspect of the MEC model is that consumers choose actions that produce 
desired consequences and minimise undesired consequences. 

5.3 LADDERING METHODOLOGY 
Laddering is by far the most popular methodology to identify consumers' 
MECs and has been applied successfully in academic and applied research 
(Hofstede, Audenaert et al. 1998). Laddering refers to "an in-depth, one-on- 

one interviewing technique used to develop an understanding of how 

consumers translate the attributes ofproducts into meaningful associations 

with respect to self' (Reynolds and Gutman 1988), which is perceived to be 

equated with means-end chain theory. 

Laddering involves a tailored interviewing technique format primarily using 

a series of directed probes, typified by the "why is that important to you? " 

question, with the expressed goal of determining sets of linkages between the 
key perceptual elements across the range of attributes, consequences and 

values (Reynolds and Gutman 1988). It is a semi-structured qualitative 

method in which respondents describe the reasons why something is Z) 

important to them freely in their own words. The qualitative nature of 
laddering, deriving from the open-ended response format, allows a certain 
freedom for the respondents in answering the questions and for the 

5-11 



researchers in interpreting the data. Unlike other qualitative techniques, the 
laddering interview uses standard probing questions and has a definite 

structure and agenda. In this sense, laddering is considered to be a 
"structured qualitative method" (Claeys and Abeele 200 1). 

Laddering consists of three stages: i) the elicitation of salient attributes - in 

which an elicitation technique prompts subjects to generate relevant 
attributes associated with the objects, - ii) the depth-interview - through a 
series of probing questions, subjects expose why these attributes are relevant 
in terms of related consequences and values; - and iii) analysis - data 

collected from the interview is categorized and represented in the implication 

matrix, from which the hierarchical value map is constructed, depicting the 

content and structure of consumer knowledge in a graphical way (Reynolds 

and Gutman 1988). 

5.3.1 Elicitation of Salient Attributes 
In broad range consumer behaviour theories, e. g. (Engel, Blackwell et al. 
1995), a product is conceived as a bundle of attributes, - which are the 

characteristics that consumers value in products - or sets of product 

alternatives. Laddering probes begin with distinctions made by the 
individual respondent concerning perceived meaningful differences between 

brands of products. 

A number of techniques have been developed based on this. Reynolds and 
Gutman (1988) identified three that have proven satisfactory: i) triadic 

sorting; ii) preference-consumption differences; iii) and differences by 

occasion. Bech-Larsen and Nielsen (1999) and Breivik and Supphellen 
(2003) have proposed a few other techniques, such as free sorting, direct 

sorting, ranking, picking from an attribute list, and ideal description. These 

are categorised by relevant literature into three groups based on the cues used 
to stimulate respondents for attribute elicitation, and are shown in Table 5-2. 
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Table 5-2 Attribute Eliciting ,, Techniques I 
types names cue 
1. Free elicitation situation Free elicitation Product class 

Differences by Occasion 

Ideal description 

Timing of purchase or consumption 
Preference-consumption differences 

2. Product stimulation situation Triadic sorting Products / Brands 

Direct elicitation 
Free sorting 
Ranking 

3. Attributes stimulation situation Attribute selection tasks Attributes 

Picking from an attribute list 

Sources: (Reynolds and Gutman 1988; Bech-Larsen and Nielsen 1999; Claeys and 
Abeele 2001; Grunert, Beckmann et al. 2001; Breivik and Supphellen 2003) 

i) In the free elicitation situation, respondents are only provided with 
the general product class as a retrieval cue, possibly supplemented by 

a usage situation or time of consumption. With "Differences by 

occasion", respondents are presented with a personally meaningful 

context within which to make the distinctions. Reynolds and Gutman 

(1988) believe that attention to the context of consumer behaviour 

provides a more meaningful context for laddering to proceed. With 

the "ideal description" technique, respondents are instructed to 
describe an ideal product in the product category that she/he would 
evaluate most favourably. It is believed that ideals are particularly 
pertinent to goal-oriented categories, which are categories established 
for a specific purpose, for instance the evaluation of a product (Bech- 

Larsen and Nielsen 1999). 

ii) In the product stimulation situation, respondents are presented 
with products or brands as a cue for elicition. "Triadic sorting" is a 
technique developed by (Kelly 1955) with the purpose of mapping 

cognitive structures. The sorting procedure starts by the respondent 
being shown triple combinations of the product concerned. For each 
triple combination, the respondent is repeatedly asked for "an 

important attribute on which two products are alike and at the same 
time different from the third". In the "direct elicitation", the 
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respondent is asked to come up with the attributes most important to 

the respondent when choosing among the assortment of products 

presented. It is believed this technique based on general theories of 

spreading activation, does not favour any particular view on 

"consumer memory" and is deemed to be a baseline technique for the 

elicitation of attributes (Breivik and Supphellen 2003). Further, 

Bech-Larsen and Nielsen (1999) suggest that direct elicitation is the 

one that comes closest to a "natural speech" interviewing technique, 

which when compared to the other techniques is believed to lead to a 

stronger focus on idiosyncratic and intrinsically relevant attributes, 

and to less focus on extrinsic product differences. 

iii) When attributes are used as cues for elicitation, respondents are 

asked to pick from an attribute list generated by the use of a focus 

group or another qualitative technique in advance. 

With the exception of Bech-Larsen and Nielsen (1999) and Breivik and 
Supphellen (2003), although few studies have systematically addressed the 

potential strengths and weaknesses of the different elicitation techniques, 

much discussion has taken place. 

Grunert, Beckmann et al (2001) argue that the techniques which use product 

stimuli, such as the "triadic sorting task", with an emphasis on visible 
differences between products, favour concrete intrinsic at the expense of 

extrinsic or less concrete attributes and may therefore lead to the generation 

of irrelevant attributes (e. g. about the size or colour of product); in contrast, 
in 'free elicitation tasks", the respondents may generate abstract product 

attributes or even consequences, necessitating backward laddering in order to 

obtain complete chains, and when the respondent is unable to generate 

attributes spontaneously, he or she will most likely aid their retrieval process 
by framing the problem at present, which may generate various sets of 

attributes referring to different situations without the possibility of taking 
into consideration these differences in the subsequent analysis of the data. In 

contrast, the "attribute selection task", where the respondent is provided 
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with a list of possible attributes as cues, has very clear research goals and 

structure but limits respondents' own understanding (Claeys and Abeele 

2001). 

It is apparent that the selection of which technique to use largely depends on 

the objective of the studies. Grunert, Beckmann et al. (2001) argue that the 

problem regarding elicitation techniques is that different techniques may lead 

to different sets of attributes, leading to the measurement of different 

excerpts from cognitive structure, with no priori way of knowing which 

technique will lead to the right result. Given that, depending on which 

attributes are elicited, the resulting ladders will differ, Reynolds and Gutman 

(1988) suggest that the most important thing is to provide a meaningful basis 

for the respondent to keep in mind when eliciting the differences; in this 

manner their distinctions are more likely to lead to a meaningful 

consideration of outcomes accruing to the respondent, which relate to the 

making of distinctions among the products. Further, it is suggested that the 

interview outline generally includes at least two distinct methods of eliciting 
distinctions to make sure no key element is overlooked (Reynolds and 
Gutman 1988). 

5.3.2 Laddering Probing 

The most important attributes identified in the first phase of the process are 
used as a starting point for the in-depth interview. The interviewee is 

continuously probed with some variant of the question: "why is that 
important to you? ". This way of questioning forces the subject up the 
"ladder" of abstraction, until the respondent cannot go further. The result is 

a sequence of concepts, the sequence being termed a "ladder". 

In laddering probing practice, some problems have been identified. 

Reynolds and Gutman (1988) explain two problems and appropriate 
techniques as shown in Table 5-3. According to the authors, the techniques 

proposed are similar to other qualitative interviewing approaches in a 
laddering context. When applying the techniques, they suggest that the 
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central idea is to keep the focus of the discussion on the person rather than 

on the product or service (1988). 

Table 5-3 Problems & Techniques in Laddering Probing 

Problems Techniques 

The respondent really does not know i) Evoking the situational context 
the answer ii) Postulating the absence of an object or a state of being 

iii) Negative laddering 

Issues become too sensitive iv) Age-regression contrast 

v) Third-person probe 

vi) Redirecting techniques: silence, communication check 

Source: (Reynolds and Gutman 1988) 

Further, Grunert, Beckmann et al. (2001) raise other problems in conducting 
laddering probing, such as "situational specificity", 'forked answers", and 
"where to stop? and when to go on? ". 

Given that the information generated during a laddering interview depends 

on the usage situations in the respondent's mind, laddering probing provides 

no means of handling this situational specificity. This is supported by 

Walker and Olson (1991)'s study which explores how various decision 

situations affected subjects' product knowledge, end-goals, and means-end 

relationships, and the results revealed that situations play a critically 
important role in any cognitive structure. 

Moreover, the laddering interview procedure assumes a linear sequence of 

cognition obtained from respondents' answers; however, in a majority of 
cases, respondents may feel a natural tendency to come up with more than 

one answer to any particular probe (Grunert, Beckmann et al. 2001). 

Further, the laddering interview process assumes that when the respondent 
has reached the level of terminal values it seems natural to stop probing; 
however, how far the interviewer should press the respondent for additional 
answers is considered to be one of the most difficult aspects in conducting 
laddering (Grunert and Grunert 1995). 
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Although it is acknowledged that more studies regarding these issues are 

needed, Grunert, Beckmann et al. (2001) believe these problems could be 

detected and possibly circumvented by a trained interviewer if the interviews 

are conducted in a way that encourages a natural and redundant flow of 

speech, based on which the interviewer reconstructs ladders only after the 
interview. 

According to Reynolds and Gutman (1988), two or three ladders can be 

obtained from most of the respondents interviewed and although the time 

taken to elicit ladders varies substantially, 60 to 75 minutes represents a 
typical standard. 

5.3.3 Data Analysis 

In the third step, the idiosyncratic concepts resulting from the laddering 

interviews are categorized into a smaller number of categories (e. g. 
Appendix 15). The linkages between the (categorized) concepts may be 

represented in an "implication matrix" (e. g. Fig 8-7), where the concepts 
constitute both the rows and the columns, and the cell entries indicate the 
frequencies, across all subjects in the sample, with which an attribute, 

consequence or value (the row element) leads directly or indirectly (through 

one or more other concepts) to another attribute, consequence or value (the 

column element). The implication matrix preserves information about the 

sequence of concepts in the means-end structure, but discards differences 
between ladders from the same or different individuals. From the 
implication matrix, a "hierarchical value map" (HVM) is constructed (e. g. 
Fig 8-8), depicting the content and structure of consumer knowledge in a 

graphical way. The map gives an aggregate network representation of the 

means-end chains for the product in question (Reynolds and Gutman 1988). 

Further, in order to segment consumers for developing specific advertising 

strategies, the next step is to determine dominant pathways within the HVM 

constructed (e. g Fig 8-9). These dominant means-end chains are uncovered 
by comparing all the chains embedded in the HVM. The comparison is done 
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either intuitively, by considering the number of the direct and indirect 

relationships between the chain's items (Reynolds and Gutman 1988), or 

mathematically, by summarising all these relationships (Gengler and 
Reynolds 1995). Aurifeille and Valette-Florence (1995) propose a clustering 

method to identify the relative dominance of various MECs, and the resultant 
knowledge can be used to segment markets and identify potential targets 

with specific means-end structures. 

Some researchers (Gengler, Klenosky et al 1995, and Valette-Florence and 
Rapacchi 1991) have attempted to improve the analysis of MECs in various 

ways. For instance, Gengler, Klenosky et al (1995) propose ways of 
improving the design of the HVM such that it better represents the original 
data in a clear and simple fashion using concepts from statistical graphics, 

graphical perception theory and the serniology of graphics; similarly Valette- 

Florence and Rapacchi (1991) attempt to improve means-end chain analysis 

using graph theory and correspondence analysis. 

Hofstede, Audenaert et al. (1998) argue about the problem area arising 

within the data analysis process. According to them, there are three problem 

areas in coding or categorising step, which impact on the extent of the 

deviations in the results. They are i) the distinction between attributes, 

consequences, and values; ii) the "indexical-ability" problem; and iii) the 

problem of finding the "right" levels of abstraction. Given the possible 

problems in the apparently complicated coding process where the researcher 
is given a lot of latitude, they suggest that the process should be made more 
inter subjectively accessible and have parallel coders, one of the most 

common recourses used in research practice. Further, in the data reduction 

process, intermediate categories may be deleted or added by raising or 
lowering the cut-off levels - the algorithm used for data reduction 
(aggregation) thus changes the resulting map considerably. Accordingly, 

Hofstede, Audenaert et al (1998) suggest that the algorithm used for data 

reduction should be based on theory about cognitive structure and processes, 

and the application of cluster methods to the laddering data before 

aggregation is recommended. 
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Further, given that the use of arbitrary cut-off levels is a significant issue in 

laddering analysis (Grunert and Grunert 1995; Hofstede, Audenaert et al. 
1998), many studies have addressed the issue of applying quantitative 

analysis to the qualitative data (Leppard, Russell et al. 2004). Pieters, 

Baumgartner et al. (1995) have summarised four methods for choosing cut- 

offs based on previous studies. They are: i) pragmatic and determined by 

whatever "leads to the most informative and interpretable solution" , as 

suggested by Audenaert and Steenkamp (1997); ii) the cut-off is chosen on 

the basis of the sample size and the number of ladders that can account for 

two-thirds of all relations (Reynolds and Gutman 1988); iii) creating a type 

of "scree plot" based on the number (or percentage) of connections and 

various cut-off levels and looking for some kind of "elbow" in the scree; iv) 

a comparison is made within the data matrix between the proportion of 
"active cells" to the proportion of all connections at a given cut-off (Pieters, 

Baumgartner et al. 1995). Recently, based on approach (ii), Leppard, Russell 

et al. (2004) have proposed a new approach termed a "top-down cut-off' 

strategy, which is based on the assumption that the most important linkage is 

that associated with the frequency; the rank order of the cell entries thus 

define importance, and the cut-off is determined by the frequency of any 
linkages. 

5.3.4 Hard Laddering & Other Quantitative Techniques 

In the classical laddering procedure described above, the natural flow of the 

respondent's dialogue is restricted as little as possible, also referred to as 
"soft laddering". Due to the qualitative nature of soft laddering, it is an 
expensive data collection technique: i) it is time consuming, and must be 

carried out by trained interviewers; ii) it places a serious burden on 
respondents, and iii) the quality of the data may be affected by respondent 
fatigue and boredom. Hofstede, Audenaert et al. (1998) therefore argue that 
although laddering has served as a very useful qualitative technique to reveal 
MECs, its limitations render it unsuitable as an instrument to be used in large 
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representative samples, nor was it originally intended to be used in this 

context. 

Figure 5-5 Hard Laddering 
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Walker and Olson (1991) proposed a pencil -and-paper laddering technique 

using a structured questionnaire to collate MEC data, referring to it as 'hard 
laddering'. In a hard laddering questionnaire, the respondents first state their 

reasons for wanting to or referee a certain product, service, store or 
behaviour, and then indicate why the given reason is important to them. 
Figure 5-5 illustrates a typical format for the hard laddering method, where 
the respondents are forced to produce ladders one by one, and to give 

answers in such a way that the sequence of the answers reflects increasing 

levels of abstraction. The software support tool for MEC data analysis 

proposed by (Gengler and Reynolds 1995) is an example of computerized 
data-collection devices, which also belong to hard laddering, as hard 
laddering does not involve personal interviews. 

Both techniques have been used in different empirical studies and have come 
up with promising results. Botschen and Thelen (1998) have compared the 

convergent and predictive validities of interviews based on soft laddering 

with those of written questionnaires following a hard laddering structure. 
These authors have concluded that, although the soft and hard laddering 

approaches used in their study produced comparable results, soft laddering 
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generated more means-end chains of increased abstraction level (i. e. 

possessing consequences and values), being probably more appropriate to 

identify more complex underlying motivations of consumption decision- 

making. On the other hand, the ease and time-saving aspects of the 

administration of written questionnaires based on a hard laddering structure, 

and therefore its appropriateness for the study of larger samples of 

consumers, may render this approach suitable for situations in which the 

complexity of the underlying consumption motivations is assumed to be low. 

Given that the test of convergent validity by Botschen and Thelen (1998) 

establishes that both hard and soft laddering lead to largely similar results, it 

is suggested that hard laddering is a preferable technique since it is easier and 
less costly (Grunert, Beckmann et al. 2001); further, hard laddering has the 

advantage of minimizing interviewer influence (Grunert and Grunert 1995; 

Grunert, Beckmann et al. 2001). On the other hand, Grunert and Grunert's 

(1995) study suggests that soft laddering is more appropriate as it implies a 
better mind navigation of the interviews, thereby increasing the probability 

of uncovering relevant MECs with good predictive ability. Therefore, soft 
laddering is usually employed in the case of studies with there are few 

subjects and/or more exploratory research is required (Costa, Dekker et al. 
2004). 

Further, in attempt to assess whether the form of administration would have 

a differential effect upon results, Russell et al. (2004) compare the three 
laddering techniques - soft laddering, pencil-and-paper and computerised 

presentations - within the context of complex food choice, and find that the 
laddering methods produced different results: hard laddering produced more 
ladders, whereas soft laddering produced more linkages between levels of 

abstraction, though constructs were similar across all groups. However, they 

concluded that due to difficulties in interpreting the soft laddering results, the 

use of soft laddering is not appropriate when a succinct understanding of 

complex food choices is the aim of the study. 
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Several other approaches have been proposed attempting to quantify means- 

end chains in large-scale studies. Reported in Hofstede, Audenaert et 

al. (1998)'s article, Abeele uses a technique where respondents evaluate 

complete ladders: these ladders are explicitly described in laddering 

statements and rated on their credibility. Grunert (1997) used an extended 
form of conjoint analysis to quantify the means-end chains of qualitative 

perceptions, wherein respondents rate a few product profiles on several 

characteristics. "Structural equation" models were subsequently used to 

estimate relations between characteristics at an aggregate level. However, 

regarding the "structural equation" models, the question remains as to how 

the estimates relate to the actual strengths of linkages. Hofstede, Audenaert 

et al. (1998) themselves propose the association pattern technique (APT) as 

a quantitatively oriented technique to assess means-end chains. APT 

separately measures the attribute-consequence, and consequence-value links 

based on a set of priori defined attributes, consequences and values. 

However, although all the methods described above provide altematives to 

quantify MECs, thus enabling their use across a wider representative sample, 
they are heavily dependent on the use of a set of priori defined ladders, and 
the number of ladders that may be processed is limited. 

5.3.5 Summary 

Given that MECs*and laddering are to be used to measure consumers' 
consumption-relevant cognitive structures, the criteria for evaluating the 
usefulness of an approach would be the "predictive ability" of the estimates 
of the cognitive structure obtained. In order to increase the predictive ability, 
Grunert and Grunert (1995) propose four criteria relating to predictive 
validity applied during the laddering process. They are that: 

i) the raw data should be a result more of the respondent's 

cognitive structures and processes than of the researcher's 

cognitive structures and processes; 
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the data collection should not involve strategic processes 

atypical for the target situation. 

coding should preferably be based on cognitive categories 

widely shared among consumers, researchers, and users of 

research results, and not on the researcher's idiosyncratic 

cognitive categories. 

iv) the algorithm used for data reduction (aggregation) should be 

based on theories relating to cognitive structure and processes. 

Accordingly, given the above criteria, the main arguments related to the 
laddering process are summarised as follows: 

i) Given that different techniques may lead to different sets of 

attributes, thus leading to the measurement of different excerpts 
from cognitive structure (Grunert, Beckmann et a]. 2001), 

Reynolds and Gutman (1988) suggests i) the provision of a 

meaningful basis for the respondent to keep in mind when 

eliciting the differences and ii) to use at least two distinct 

methods in order to make sure no key element is overlooked. 

Because soft laddering is potentially high in predictive validity 
(Grunert and Grunert 1995) and is able to identify more complex 

underlying motivations of consumption decision-making 

(Botschen and Thelen 1998), it is considered to be more 

appropriate in data collection. 

iii) In order to improve the predictive validity of the MEC, Grunert 

and Grunert (1995) suggests that i) the data coding procedure 

should be made more transparent in order to obtain a higher 

degree of inter-subjectivity; ii) there should be clustering options 
in data analyses before further aggregation/condensation, and iii) 

there should be different options for coping with redundancy 

within the hierarchical value maps. 
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5.4 APPLICATION 

The MEC identifies which choices consumers consider in evaluating 
alternative actions and selecting a chosen alternative. These personally 
relevant factors are the basis for consumers' preferences and are likely to be 

the most powerful components of an effective positioning' strategy. 
Secondly, the means-end approach provides a critical understanding of why 
these factors are salient in the decision-making process by identifying the 

personally relevant consequences of the choice criteria, as seen by consumers. 
These consequences can exhibit more personally psychological insight into 
highly personal and subjective life goals or values. In this sense, the MEC 
41can not only describe consumer decision making but also allow the 

researcher to understand it" (Reynolds and Olson 2001). 

The strength of connection between person and product is reflected by the 

level of involvement a consumer has with the product category (Walker and 
Olson 1991). Consumer involvement grows when marketers bring out 

personally relevant psychological and sociological reasons for consuming 
their products, and consequently, involvement can be manipulated by 

marketing programmes (Peter and Olson 2005). Traditional attitude research 
focuses on deten-nining the relative importance of attributes and measuring 
perceptions about how well products perform with respect to important 

attributes, whilst means-end research focuses on determining the key choice 

criteria underlying a purchase decision, identifying how the choice criteria 

relate to product attributes, and understanding the reasons why the product 

attributes and related choice criteria are important or personally relevant to 

consumers (Reynolds, Whitlark et al. 2001). Further, given that values 
become salient in memory through the activation of contextual cues such as 

goals, product use, or decision situations (Walker and Olson 1991), MEC 

theory constitutes a powerful approach to studying the influence of 

situational context on cognitions and behaviour by explicating the link 

between situation and activated knowledge (Claeys and Abeele 2001). 
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Therefore, the MEC has been widely applied to various topics; for instance, 

the MEC has been used to explain consumers' choice making and attitudes 

(Gutman 1984; Klenosky and Gengler 1993; Gengler and Mulvey 1999; 

Vriens and Hofstede 2000; Klenosky 2002; Manyiwa and Crawford 2002; 

Baker, Thompson et al. 2004; Grunert and Bech-Larsen 2005; Le Page, Cox 

et al. 2005); to compare cognitive structures between groups of consumers in 

different countries/cultures (Pitts, Wong et al. 1991; Nielsen, Bech-Larsen et 

al. 1998; BREDAHL 1999; Grunert, Lahteenmaki et al. 2001; Fotopoulos, 

Krystallis et al. 2003); to understand brand persuasion (Reynolds, Gengler et 

al. 1995); to determine the degree of potential marketing programme 

standardization (Botschen and Hemetsberger 1998), to design products (Lin 

2003; Costa, Dekker et al. 2004); to explain consumer satisfaction (Zeithaml 

1988; Lages and Fernandes 2004); and to develop branding (Herrmann and 
Huber 2000; Wansink 2003). 

However, the most common application of MECs has been in the area of 

advertising and market segmentation (Reynolds and Gutman 1988). 

5.4.1 Advertising 

An important issue for both industry and academic consumer researchers is 

the development of an understanding of how consumers derive personally 

relevant meaning about products, as this meaning is the basis consumers use 

to shape their decision criteria among competitive products and services 
(Rossiter and Percy 2001). By influencing the degree to which consumers 

perceive a product/service to be self relevant, marketers can affect 

consumers' levels of motivation to learn about, shop for, and ultimately 

make a purchase (Walker and Olson 1991). The propositional links between 

the means-end levels of abstraction representing the structure of consumer 

product knowledge provide "bridges" by which less self-relevant information 

gains greater self-relevant status and desirability. In this respect, Reynolds, 

Gengler et al. (1995) argue that MECs offer a way to understand how 

concrete product meanings gain self-relevance and desirability to consumers 
through their linkages, or association, with more abstract product meanings. 

5-25 



Although it is widely acknowledged that the principal task of advertising is 

to persuade consumers to buy through communicating personally relevant 

rhessages, there is a dearth of discussions about how to make advertisement 

messages personally relevant and persuasive (Reynolds, Gengler et al. 1995). 

The MEC has been widely used in various aspects of advertising, due to its 

ability to explain self-relevance to a product or brand, 

Given that the advertising strategist's fundamental problem is to understand 

consumers at a strategic level and to use this knowledge as the basis for 

developing alternative positioning (Reynolds and Craddock 1988), Olson 

and Reynolds (1983) have proposed a paradigm for describing advertising 

strategy - "Means-end conceptualisation of the Consumers' Cognitive 

Structures" (MECCAS), - by adopting an aggregate MEC approach to 

understanding the consumer. They believe that the level s-of-abstraction in 

the means-end conceptualisation of cognitive structure provides a useful 
framework for thinking about advertising strategy and that the MEC data is a 

useful aid for developing and evaluating advertising strategies. Reynolds 

and Gutman (1984) have proposed this model with the notion that 
"advertising is image management". They assume that the real key to 

understanding image lies in understanding linkages or connections between 

the levels that define the perceptual "lens" through which the consumer 

views the world and subsequently develops preferences for products, and 
thus the MECCAS model not only makes it possible to develop effective 

strategies using this framework, but is also a valuable tool for identifying the 

effect of competitive advertising. 

The MECCAS model proposes five categories of conceptual information 

communicated in an advertisement: message elements, consumer benefits, 

leverage points, personal values and the executional framework, as shown in 

the right-hand side of Figure 5-6. Figure 5-6 also illustrates how MEC data 

can be used in advertising applications when combined with MECCAS. 
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Figure 5-6 MECCAS - Means-end Conceptualisation of the Consumers' Cognitive 

Structures 
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Since 1988 MEC theory and the MECCAS model have been widely used in 

the area of advertising and brand position strategy. 

For example, Reynolds and Craddock (1988) have presented an empirical 

study using MECCAS in the "Overnight Delivery Service" market to specify 

advertising strategy and demonstrated the integration process by which the 

understanding of the consumer and understanding of competitor advertising 

can lead to the specification of a new advertising strategy. In one such 

example, Reynolds and Rochon (1991) successfully applied a MEC to the 
development of advertising strategy for Miller Lite beer. 

Moreover, in a series of studies by Reynolds, Gengler and Trivedi (1989; 

1993; 2001), MECCAS has been used to assess the effectiveness (or quality) 

of advertising. Reynolds and Trivedi (1989) examined the relationship of 

the individual MECCAS levels to product effects generated by an 

advertisement and found significant relationships; the results were further 
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confirmed by Gengler and Reynolds (1993)'s study, the results of which 

indicated significant relationships between the MECCAS levels and effects. 
Further, Reynolds and Gengler (2001) developed a summary assessment 
format, grounded in the cognitive aspects of means-end theory and the 

MECCAS model of advertising strategy specification, applicable to both 

animatic and finished advertising. In contrast, Jaeger and MacFie (2001) use 
MECs to assess the advertising format against consumers' expectations. 

5.4.2 Segmentation 

As discussed in section 3.2, a range of segmentation variables and methods 
have been developed, as shown in Figure 5-7, where market segmentation 

variables are mapped against two axes: "product focus/consumer focus" and 
"observable/unobservable" dimensions and are clustered into 4 groups 

respectively referring to "background", "psychological", "behavioural" and 
"attitudinal" characteristics (see Figure 3-1). Many variables have been 

tested as bases for consumer segmentation; however, many approaches are 
limited in their ability to provide actionable guidance to managers, due to the 

segments being poorly defined or their existence more in the data than in 

reality (Reynolds and Rochon 2001). 

The most often used characteristics are product/brand usage and 
demographics/socioeconomics (see Figure 5-7), primarily because of the 

ease of obtaining this sort of data from secondary sources (Hooley and 
Saunders 1993). It is widely acknowledged that using background 

information describing the macro characteristics of consumers, such as 
demographics/socioeconomics, as bases for segmenting markets cannot be 

guaranteed to produce segments which are internallY homogeneous but 

externally heterogeneous in ways of direct relevance to the marketer (Hooley 

and Saunders 1993; Engel, Blackwell et al. 1995), whilst, behavioural 

segmentation is most likely to suffer from a lack of "causal" relations 
between the resultant behaviours and reasons. Ultimately, for a 

segmentation scheme to be useful to marketing management, it should seek 

not only to describe differences in consumers but also to explain them 
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(Wedel and Kamakura 2000), and in this respect attitudinal & psychological 

segmentation can offer better prospects (Hooley and Saunders 1993). 

The variance in consumer behaviour is increasing and the source of this 

variance is increasingly under the control of the consumer, which poses new 

challenges for segmentation research. Given that consumers are increasingly 

segmenting themselves through a process of self-selection guided by 

idiosyncratic purposes, Stewart (199 1) suggests that segmentation strategies 

should begin with the identification of the purposes that consumers seek to 

achieve through the purchase and use of products. 

Therefore, Reynolds and Olson (2001) propose a methodology of 

segmentation based on understanding the consumers' choice process, 
believing that effective segmentation is a result of differentiating a 
heterogeneous population based on the decision-making criteria used to 

select a product, as well as by the dimensions of consumer behaviour of 

greatest interest to the marketing manager. 

5.4.2.1 Theoretical advantages of MEC for market 

segmentation 
Figure 5-7 illustrates the optimal position of the MEC within market 

segmentation. 

Given that efforts at segmentation often suffer from a lack of "causal" 

relations between the defining characteristics of a segments and the 
behaviours of interests (Wind 1978), benefit segmentation is thus believed to 

provide more reliable information; further, the enduring nature of values and 
their role in personality structure have allowed them. to perfon-n 
exceptionally in market segmentation. The MEC's ability to reveal 
consumers' cognitive structures is thus posited by the author as a means of 
building a bridge between attitudinal characteristics and value dimensions, as 

shown in the Figure 5-7. 
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Figure 5-7 NIECs & Segmentation Bases 

Consumer focus 

1. 
Background 

rill turn I 

(;. Ogt*aphlc 

Dýgvaphjý 

swlýonmlv 

Observable / 
. 
5yXp t (7ffl, '? t iC 

3. 
Behavioural 

SiTlIal ions 

U. vr sitalum 

Um, p frqupw, 

store lormity & Pmroý 

rA 
t-t 

71 bu -te 
sl 

Life. tvio 
Percla ion. 

Ps'ch. gmplii'; mastprit ics 
Pei win. I it, 1"4 im 

--------- ----- 
4M. -F -17 .7 

sitil. timi 

5.4. ZI. I Personal Values 

castial 
/ 

Product focus 

I 
Consumers have multiple values or goal orientations, and they place 

differing emphases on the respective orientations that exist for them. Vinson, 

Scott et al. (1977) believed that knowledge of consumer value provides an 

efficient, measurable set of variables closely related to needs which expand 

the marketer's knowledge beyond other differences, and based on the value 

profiles to segment markets, can therefore develop programmes which would 

maximally enhance the important values of the consumer in each market 

segment. Values can thus serve as an initial basis for segmentation because 

they represent the motivations for behaviour (Reynolds and Rochon 200 1 ). 

Unlike other value approaches such as "Values and Life Style" (VALS), 

means-end theory recognises that a person strives to satisfy different values 

across different consumption occasions that further differ across product 

classes. In another way, means-end theory recognizes that people interpret 

their world in different ways depending on the product and context of 

2.4. Attitudinal 
Psychological 

<ý-= 

5-30 



consumption (Reynolds and Gutman 1984). As means-end theory 

acknowledges that consumers learn to associate certain chains of ideas that 

connect a product or service with self, the resultant "Hierarchical Value 

Map" (HVM) therefore provides graphical representations of the "perceptual 

marketplace" (Reynolds and Rochon 2001). Each pathway on the map 

represents a dominant perceptual orientation among consumers, including 

both the value orientation of the consumer, as well as the personal 
interpretations of how the product or service fits with the individual 

consumer's self-goal and values. Segmentation based on these perceptual 

orientations yields segments that will differ in response to marketing 

messages because the consumers' decision hierarchy serves as the basis for 

identifying the segments. 

5AZI. 2 True Benefit 

Haley (1968) proposed the segmentation of markets on the basis of benefits 

sought by identifiable groups of consumers. He argued that underlying 
benefit segmentation, the benefits which people seek in consuming a given 

product are the basic reasons for the existence of true market segments. 
Benefit segmentation thus sets out to identify market segments by causal 
factors rather than descriptive factors. There is strong agreement that benefit 

segmentation may better explain purchasing behaviour than traditional 

methods of segmentation (Kotler 2000). 

However, although the basic idea of benefit segmentation lies in using causal, 

as opposed to descriptive, factors as segmentation criteria, most of the 

empirical studies do not differentiate between product attributes and the 
benefits sought by consumers (O'Connor and Sullivan 1995). Drawing direct 

conclusions from preferred attributes on future purchase behaviour without 
clearly distinguishing them'from. the underlying benefits seems, therefore, 

problematic (Botschen and Thelen 1999). The MEC provides guidelines to 
further elaborate on the distinction between attributes and benefits sought 
and to determine the appropriate level of segmentation (Botschen and Thelen 
1999). Further, unlike benefit segmentation, in the means-end chain theory 
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of cognitive structures, consumer behaviour is driven by the "true" benefits 

sought, which cause the desire or preference for certain attributes. 

5.4.2.2 Empirical Studies and methods 

Some empirical studies have been reported using MECs for market 
segmentation (Prakash 1986; Doucette and Wiederholt 1992; Aurifeille and 
Valette-Florence 1995; Barczak, Ellen et al. 1997; Botschen and Ilielen 

1999; Hofstede, Steenkamp et al. 1999; Reynolds and Rochon 2001). 

For example, Barczak, Ellen et al. (1997) using a MEC identified four 

motivational clusters that differed significantly in their attitudinal and 
behavioural responses to technological innovations in banking service 

systems; Reynolds and Rochon (2001)'s case study revealed 6 segments of 
lawn care service market, and consequently suggested a specific 

communication tactic for each segment for ChemLawn Services Co.. 

Aurifeille and Valette-Florence (1995) proposed a clustering method to 

identify the relative dominance of various MECs based directly on the 

clustering of chains rather than the clustering of items as used in previous 

approaches did (Valette-Florence and Rapacchi 1991; Klenosky and Gengler 

1993); they applied this method to second-hand data, resulting in strong 

segments. Hofstede, Steenkamp et. al. (1999) applied an adapted MEC 

segmentation method to international markets, and the results showed that 

the model has high predictive validity and outperforms other approaches 
traditionally employed in international segmentation. 

5.5 CONCLUSION 

Means end theory and its measurement (laddering) has developed over the 

past two decades and generated recent attention in both academic and 

practice circles. The MEC model identifies consumers' product-related 
knowledge - expectations of product attributes, the consequences or 

outcomes of using a product, and the broad goals or values -; and further 

links these elements at various abstraction levels to form a hierarchical map 
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representing consumer cognitive structure. Empirical studies have proved it 

to be a powerful tool for understanding consumer value and decision making, 

given that the essence of the MEC view of consumer decision-making is that 

consumers make decisions to solve problems and those consequences are 
relevant considerations in decision making because of their perceived 
relation with the goals or values that are salient in that decision context 
(Olson and Reynolds 2001). It is therefore suggested that a MEC approach 

can be applied to many market-related areas, such as NPD specification, 
advertising, andý market segmentation. 
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Chapter 6 HYPOTHESES 

Figure 6-1 Chapter 6 Structure 
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6.6 
SUMMARY 

This chapter surnmarises the key arguments raised in the literature reviewed, 
which further lead to the development of 4 hypotheses. 

This section commences with the two propositions put forward in section 
1.2.5 and developed respectively in Chapter 2 (Market Orientation and 
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Strategic Market Planning) and 4 (China's Domestic Market). Following 

this, four hypotheses are developed based on discussion of the key arguments 

in the literature review, and related specifically to the role of MECs in i) 

understanding Chinese consumers; ii) market segmentation; iii) 

implementing SMP; and iv) evaluating SMP. 

6.1 PROPOSITIONS 

The evolution of the marketplace has led to changes in business philosophy - 
guiding a company's marketing efforts and orientations - from 

"product/production" or a "selling" concept, to a "marketing" concept, where 
it is believed that business is "a customer-satisfaction process " (Levitt 1960). 

Various perspectives in business strategy have shifted respectively from time 
to time, between consumer and competitor, and between environment and 
internal competence. In the current marketplace, the consumer perspective 
has been shown to be increasingly central to both practice and theory. From 

this perspective, it is believed that customers and the satisfaction of their 

needs is the ultimate driver of strategy (Golub, Henry et al. 2000). 

The marketing concept embodies this fundamental philosophy, and proposes 
that "an organisation aims all its efforts at satisfying its customers at a 

profit" (Perreault and McCarthy 2004); whilst market orientation is "an 

organization-level culture -a set of shared values and beliefs about putting 
the customerfirst in business planning" (Narver and Slater 1990). 

Given that the key to achieving sustainable competitive advantage for 

virtually any organisation is the ability to provide customers with an offering 
that is perceived to be valuable and unique, a profound understanding of the 

consumer is therefore crucial in order to identify the value creation 
opportunities in the marketplace, to choose what value to create for which 

customers, and to deliver that value in an effective and efficient way (Foxall 

and Goldsmith 1994). 

Proposition 1: 
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The thesis takes this perspective and pressurnes that the fundamental 

philosophy of an organisation is to satisfy its customer; and strategic 

marketing planning (SMP) is therefore essential for a market 

orientated strategy. 

With the rapid growth of China's economy at almost 10% per year 

(Economist 2005 a), China, as one of the big emerging markets (BEMs), has 

drawn significant interest from international investors; at the same time the 

marketplace within China has been significantly transformed and many 

sectors have shown dramatically increased competition. 

Among various opportunities in China, the huge potential of its domestic 

market is considered to be the top attraction for foreign investment (A. T. 

Kearney 2004). Winning in China has therefore become a top priority for 

many foreign multinational companies (MNCs), many of whom see China as 
11 a once-in-lifetime opportunity to catapult themselves into position for 

global leadership "(Ayala, Lai et al. 1996). 

The issue, then, is whether the organisations operating in China have evolved 
from selling or producing to marketing, and whether satisfying consumers is 

the fundamental philosophy of their businesses? 

Twenty years of economic development in China has also been accompanied 
by the evolution of both MNCs and indigenous Chinese manufacturers. A 

majority of MNCs in China are believed to have entered a "second 

generation" where the core business has extended substantially from basic 

manufacturing into marketing, service, product design and the like (Shaw 

and Meier 1993; Luo and O'Connor 1998); some well-know early-mover 
MNCs have already entered the third stage as "dominant local players" (Luo 

and O'Connor 1998). Applying Ferdows (1997)'s model in the context of 
China, BFuun and Bennett (2001) also conclude that the operation of a 

majority of foreign MNCs in China have evolved into a marketing role. 
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At the same time, the marketplace within China has been significantly 

transfon-ned as a result of increasing competition (Crocker and Tay 2004). In 

some sectors, such as TV and personal computers, it is frequently found that 

some of the Chinese companies that did not exist 15 years ago, have since 

surpassed their MNC peers and become the dominant players (Chen and 

Penhirin 2004). However, "Putting marketing at the heart of the company" 

is believed to be the biggest challenge to the Chinese indigenous 

manufacturer (Business Week Online 2004), especially in maturing sectors 

typified by the mobile phone sector in urban China, where the consumer has 

become sophisticated and the competition intense. 

Proposition 2: 

Both those international MNCs operating in China and indigenous 

manufacturers have evolved to a marketing stage, therefore, market 

orientation has become crucial to winning in increasingly competitive 
domestic markets. 

Key arguments in literature reviewed related to i) market segmentation, ii) 

Means-end Chain (MEC), and iii) market research in China are summarised 
in the following section. The discussion further leads to the development of 
four hypotheses. 

6.2 HYPOTHESIS I- MECs LEND A GREATER 

UNDERSTANDING OF CONSUMERS 
For decades, much marketing research has been conducted to address the 

difficult issues that face marketers, such as the identification of brand 

meaning, and the launching and positioning of a new brand offering via an 

understanding of consumer decision making. To understand consumer 
decision-making, two issues are important: i) what are the salient choice 

criteria consumers use to evaluate the choice alternatives and choose among 

them; and ii) why those particular choice criteria are personally relevant to 

the consumer (Olson and Reynolds 2001). Among them, it is believed that 
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personal relevance is central to understanding consumer decision-making 

because, according to Olson and Reynolds (Olson and Reynolds 2001), 

consumers' purchase decisions are heavily influenced by the perceived 

personal relevance of the choice alternatives; and consumers are likely to 

select those choices that are seen as more useful for their needs and 

motivations 

Therefore, an important issue in consumer research is the development of an 

understanding of how consumers derive personally relevant meaning about 

products (Gengler and Reynolds 1995). This meaning is the basis consumers 

use to shape their decision criteria among competing products and services. 
Although, in order to understand personal relevance, marketing researchers 
have examined a variety of concepts - such as involvement, product 
importance, attitude, interest, value, commitment, and brand loyalty - 
personal relevance remains an elusive concept and little research has 

focused on understanding why these particular concepts are seen as salient 

choice criteria (Olson and Reynolds 2001). 

Means-end chain (MEC) theory proposes that consumer product knowledge 
is hierarchically organized, spanning different levels of abstraction, where 

products are seen as means through which consumers obtain valued ends 
(Olson and Reynolds 1983). According to this theory, consumers choose 
products driven by the belief that the specific attributes can help them to 

achieve desired values through the consequences or benefits of product-use. 
In summary, MECs are hierarchical cognitive structures that model the basis 
for personal relevance by relating consumers' product or service knowledge 

to their self-knowledge (Olson 1995). 

In this sense, MECs can be used as a too] to generate a fundamental 

understanding of consumer decision making, as they address the two main 
issues in the identification of consumer decision making, discussed above, 
especially as understanding personal relevance is the main advantage of the 

means-end approach. 
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This is particularly relevant to those organisations operating in China's 

domestic market. Although China's domestic market potential is significant, 
it is acknowledged that translating the growth of market size into actual 

marketing success has never been certain (Cui and Liu 2001). Simply 

imposing Western models of marketing on China and gearing the internal 

products and pitches to Chinese consumers has proved to be a pitfall for 

many MNCs as they have missed the fact that there are significant cultural 
differences between Chinese consumers and those from other cultures 
(Prahalad and Lieberthal 2003). Conversely, Chinese consumers have 

demonstrated unique concerns and buying patterns. Understanding Chinese 

consumers and their decision making in terms of how their personal values 

and goals drive the choice of products and services is therefore important. 

In the context of China, MEC is then proposed as a useful tool to understand 

consumers' decision making processes, and how their personal values and 

goals drive the choice of products and services (HI). 

Given that the MEC describes consumer decision-making as a cognitive 

process, consumer knowledge represents a cognitive structure with 
increasing levels of abstraction. The product is therefore defined by tangible 

attributes at the most concrete level; in contrast, personal values that 

motivate behaviour define the consumer; and the consequences of product 

attributes, that help consumers satisfy or achieve their goals, represent the 

cognitive link between the external product or service and the internal 

personal value orientation of the person. Subsequently, these three levels of 

product-related knowledge are combined to form a simple, hierarchical chain 

of associations, arrayed at various levels of abstraction. 

Therefore, within the context of the studies in Chapters 7 and 8, HI can be 

refined such that MEC models enable the identification of three levels of 

consumer knowledge exhibited by Beijing mobile phone users; respectively: 
HIa: product attributes - representing consumers' buying criteria; 

Hlb: consequences - representing what the product does or provides 
to the consumer at a functional or psychosocial level; 
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HIc: values - being cognitive representations of consumers' most 
basic and fundamental needs and goals. 

6.3 HYPOTHESIS 2- MECs CONTRIBUTE TO THE 

IDENTIFICATION MARKET SEGMENTATION 

Since Smith's (1956) initial article on market segmentation, it has been 

recognised that systematic differences in the variance of consumers could be 

identified. As a logical extension of the marketing concept itself (Hooley 

and Saunders 1993), market segmentation has since been seen as a 
fundamental component of marketing strategy (Palmer and Millier 2004). 

'Market segmentation involves viewing a heterogeneous market as a number 

of smaller homogeneous markets, in response to differing preferences, 

attributable to the desires of consumersfor more precise satisfaction of their 

varying wants' (Wind 1978). It is apparent that consumer satisfaction is the 

ultimate objective of market segmentation, whilst at the same time, providing 

guidelines for a firm's marketing strategy and resource allocation against 

consumers' preference (Wind 1978). 

Market segmentation becomes essential when a market evolves to the point 

at which organisations could offer product variations, even with higher 

prices, which would appeal to different segments of the market and where 

most consumers already own the functional or core benefits. Conversely, it 

is believed that, in developing economies, the most effective strategy is to 

provide basic functional benefits at the lowest possible price, and mass 

market or identical product strategies are often used effectively, given that 

the pent-up demand for basic products is so great (Engel, Blackwell et al. 
1995). 

Since 1970s, a majority of variables appear to have been used as bases for 

market segmentation, whilst there has long been a debate about what is the 

best basis for segmentation in practice. However, many approaches are 
limited in their ability to provide actionable guidance to managers, as the 
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segments are poorly defined or their existence evident more in data than in 

reality (Reynolds and Rochon 2001). Davis (1987) believes that segments 
are almost always too few, and the populations within that, too 

heterogeneous to be of practical value. 

Recent changes in the market environment present new challenges and 

opportunities for market segmentation. The increasing number of options 

available to consumers has resulted in an exponential increase in the variance 

of consumer behaviour, which carries it with an increase in the number of 

potential segments within the market. This significant increase in the 

variance of consumer behaviour in both Western and some maturing Chinese 

market may require a change in the orientation of segmentation research, and 

move the focus of segmentation from the marketer to the consumer (Stewart 

1991). Consequently, marketers are now sharpening their focus on smaller 

segments with micro marketing and direct marketing approaches. On the 

other hand, the increasing globalization of most product markets is leading 

many multi-product manufacturers to look at global markets that cut across 

geographic boundaries. These developments have led to a rethinking of the 

segmentation concept (Wedel and Kamakura 2000). Discovery of these 

consumer defined segments requires a more complex approach to 

segmentation that recognizes the purposefulness of consumer behaviour and 

uses individual usage scenarios as the basic building blocks for segmentation. 
Existing arguments have indicated a shift of market segmentation bases from 

66 symptomatic" to "causal" and from "product focus" to "consumer focus" in 

reacting to the evolution of the marketplace. 

In this respect, MEC theory, based on understanding the consumer's choice 

process, is proposed for use in market segmentation by Reynolds and 
Rochon (2001). 

Supposing HI to be confirmed, the MEC approach identifies three levels of 

consumer knowledge, respectively relating to consumer personal value, self 

relevance, and buying criteria. The enduring nature of values, and their 

central role in personality structure, make them ideal for application on 
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understanding market segmentation (Engel, Blackwell et al. 1995). It is 

believed (Vinson, Scott et al. 1977) that knowledge of consumer value 

provides an efficient, measurable set of variables closely related to needs, 

which expand the marketer's knowledge beyond other distinctions, and 

based on the value profiles in segmented markets, may enable them to 

develop programmes which would maximally enhance those values 

identified as key to consumers in each market segm ent. In addition to other 

value based approaches, the MEC recognises that a person strives to satisfy 

different values across different consumption occasions that further differ 

across product classes. Thus, MEC segmentation is not merely based on 

personal values, but identifies the certain chains/pathways of ideas 

connecting a product or services with the self. Each distinct pathway 

therefore represents a dominant perceptual orientation amongst individual 

sets of consumers. In this sense, market segmentation based on MECs, 

provides a causal linkage between behaviour and motivations, thus providing 
both accurate and in-depth consumer information for marketers. 

A key question is, then, whether China, as one of the biggest emerging 

markets, has grown to a point at which significant levels of segmentation 
have occurred? 

Investigation of the evolution of Chinese consumers reveals that economic 

and social transition have resulted in a highly fragmented Chinese domestic 

market, reflected in significant diversities between various geographic 

regions, subcultures, and demographic groups. However, because Chinese 

consumers share a common cultural heritage and language, this has often 

misled companies into regarding the Chinese market as homogenous. 

Conversely, market segmentation has already become imperative, especially 
in maturing sectors and affluent areas. 

In many product categories in urban areas - typified by PCs, TVs, and 

mobile phones -, high product saturation levels and the fact that most 

consumers already own the functional or core benefits, indicates the 
imperative for market segmentation. In these markets, consumers have 
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become increasingly sophisticated, and their distinct buying patterns and 

psychology require more precise satisfaction of their varying wants; on the 

other hand, intense competition within these sectors has led to a need for 

differentiation between competitors in order to better satisfy distinct 

consumer demands. The Beijing mobile phone market is taken as an 

exemplar, given its high mobile phone subscriber penetration rate at 77.48% 

as of 2004 (Euromonitor 2004 a), equivalent to the 70-80% user rate 
demonstrated in developed economies (Euromonitor 2005). The general 

potential within China has prompted mobile phone manufacturers to increase 

investment, reaching RNIB210 billion per annum, with a 186 million unit 

capacity as of 2003 (Euromonitor 2004 a), such that China has become the 
largest GSM cell phone chip market in the world, surpassing even Europe 
(Robertson 2002). 

Despite this, relevant market research is still scarce. Existing market 

segmentation studies have been based mainly on demographics, i. e. 
(Anderson and He 1998; Cui and Liu 2001; Wang, Yee-Man Siu et al. 2002; 
Taylor 2003), and psychographics, i. e. (Li and Xiao 1998; Tam and Tai 1998; 
Hiu, Siu et al. 2001; Dickson, Lennon et al. 2004), whilst, a major decision 
facing most companies is what basis to segment on, and for these maturing 
markets, whether traditional approaches to segmentation are appropriate. 
This leads logically to a second hypothesis. 

The maturing markets in urban China, typified by the mobile phone market, 
have developed to a stage requiring a more complex approach to 
segmentation, which recognizes the purposefulness of consumer behaviour. 
Thus, it is assumed that when the NIEC approach to market segmentation is 

applied in the Beijing mobile phone market, market segmentation is 
identifiable (1-12). 
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6.4 HYPOTHESIS 3- MECS ENABLE 

IMPLEMENTATION OF SMP 
Market segmentation, as the initial stage of SMP process, does not merely 

aim at explaining differences among the specific respondents or segmenting 
the sample, but rather to project the results of the segmentation study to the 

relevant marketers and to accordingly match market opportunities with 

marketing programs based on the segmentation results (Wedel and 
Kamakura 2000). Further, they also argued that even if a market can be 

partitioned into homogeneous segments, market segmentation will be useful 

only if the effectiveness, efficiency and manageability of marketing activity 

are influenced substantially by discerning separate homogeneous groups of 

customers. 

MEC segmentation is based on the belief that effective segmentation is a 
result of differentiating a heterogeneous population, based on the decision- 

making criteria used to select a product, as well as by the dimensions of 
consumer behaviour of greatest interest to the marketing manager (Reynolds 

and Rochon 2001). Therefore, MEC segmentation, including both attitude 
and behaviour variables, allows management to i) efficiently target 

customers with appropriate communication strategy, and ii) deliver the most 
appropriate message to target groups. 

Further, the basic premise of the marketing concept is that a product (or 

service) is a "bundle" of physical and perceived attributes, which provides a 
customer with a similar "bundle" of physical and perceived benefits, which 
satisfy his/her needs and goals. This is also a central tenet of means-end 
theory (Peter and Olson, 1993) which implies that those attributes a customer 
values (i. e. considers important) in a product are connected to those benefits 
derived from it, facilitating the achievement of end goals as perceived by the 
customer. Due to the ability of a MEC to provide a deeper understanding of 
the customer decision making process, based on which a "strategic 
marketing planning" (SMP) process can be applied, it would appear to be 

particularly appropriate in enabling SMP within target markets. 
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Therefore, given H2 is confin-ned, a third hypothesis (1-13) can be developed, 

presuming that MEC segmentation enables marketers to effectively 
implement the 3 key stages within the SMP process (Figure 2-1): 

H3a: in "choosing the value" - choice of value by the organisation; 
H3b: in "delivering the value" - the development of specific product 

features, prices, and distribution routes to provide the value; and 
1-13c: in "communicating the value" - communication of the value to 

consumers via advertising and sales promotion. 

6.5 HYPOTHESIS 4- MECS SEGMENTATION 

SCHEMES CONTRIBUTE TO AN EVALUATION OF 

THE CONSISTENCY OF SMP 
Further to hypothesis 3, it has been recognised that the key elements of the 

strategic marketing planning process - segmentation, new product planning 

and development, and advertising - are considered to be separate, are 

typically not well coordinated; and are often undertaken by different people 

at different locations, at differing times, both inside and outside the 

organization (Myers 1996). Therefore, it is suggested that these distinct roles 

and functions in the strategic marketing planning process need to be 

carefully coordinated and integrated because they provide the basic 

foundation on which marketing operating plans are developed for each major 
product or service line (Myers 1996). However, it is also recognised that in 

practice, it is not as straightforward as the prescriptive literature suggests and 

a strategic marketing formalization might have a greater impact on the 

success of market orientation (Claycomb, Germain et a]. 2000). Thus, an 

operational tool becomes essential to integrate these functions together in 

order to deliver the maximum consumer value. 

In this respect, the MEC is proposed as a benchmark to evaluation each stage 
within the SMP process. 
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A further hypothesis (H4) is therefore put forward, in which it is assumed 
that an MEC segmentation scheme can be applied as a tool to assess the 
consistency of the SNIP process across each of its stages and to provide 

guidance to link and integrate these distinct roles and functions in 

accordance with a consumer perspective. 

6. 
-6 

SUMMARY 

The four hypotheses can be summarized as follows: 

HI: It is assumed that MEC models allow researchers to identify the three 
levels of consumer knowledge exhibited by Beijing mobile phone users; 

respectively, 

HIa: product attributes - representing consumers' buying criteria; 
HIb: consequences - representing what the product does or provides 

to the consumer at a functional or psychosocial level; 

HIc: values -being cognitive representations of consumers' most 
basic and fundamental needs and goals. 

H2: It is assumed that when the MEC approach to market segmentation is 

applied in the Beijing mobile phone market, market segmentation is 

identifiable. 

1-13: It is presumed that MEC segmentation enables marketers to effectively 
implement the 3 key stages within the SMP process: 

H3a: in "choosing the value" - choice of value by the organisation; 
H3b: in "delivering the value" - the development of specific product 

features, prices, and distribution routes to provide the value; and 
H3c: in "communicating the value" - communication of the value to 

consumers via advertising and sales promotion. 

H4: It is assumed that an MEC segmentation scheme can be applied as a tool 
to assess the consistency of the SMP process across each of its stages 
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and to provide guidance to link and integrate these distinct roles and 
functions in accordance with a consumer perspective. 

Subsequently, the four hypotheses can be integrated within a conceptual 
framework as shown in Figure 6-2. The Conceptual framework illustrates 

how the consumer (upper half of the figure) and organisation (bottom half of 
the figure) interaction with each other. MEC research on consumer decision 

making is believed to provide a deeper understanding in terms of values, 
consequences and attributes (denoted as HI at the top right-hand). Based on 
the MEC data, distinct consumer conceptual orientations can be identified 

which indicate different market segments. It is assumed that many sectors, 
typified by the Beijing mobile phone market, have developed to a point 
where MEC segment is identifiable (denoted as 112). The resultant MEC 

segmentation data can thus provide accurate information enabling 
organisations to choose appropriate targets and thus define their value 
proposition (denoted as 1-13a). Following the first stage of the strategic 

market planning process, once targeted consumer groups have been chosen, 
MEC segmentation provides actionable information for stages 2 and 3, 
including NPD, manufacture, and advertising (denoted as H3b and H3c). 

Further, consumer MECs can be used to establish consistency between the 

various stages of the SMP (denoted as H4). 

The conceptual framework illustrates the logic underlying the development 

of the hypotheses. In later Chapters within the thesis, elements of this 
framework are used to support detailed concepts: Fig 9-2 using an example 
to illustrate how the MEC provides actionable input for advertising (see 143c); 

and Fig 9-4 developing H4 to illustrate how consumer MEC cognitive 
structures are used as indicators for SMP assessment. 
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Chapter 7 METHODOLOGY 
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This chapter describes the process of defining an appropriate methodology in 

order to test the hypotheses outlined in Chapter 6. Two stages are 

subsequently included: i) pilot studies and ii) the main study. 
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In order to identify an appropriate methodology, three pilot studies have been 

conducted to evaluate the various techniques proposed in the literature in 

Chapter 5. Rationale for conducting the pilot studies and key issues are 

outlined in section 7.11. The objectives, design of questions, and findings of 

the three studies - soft laddering, hard laddering and adapted hard laddering 

- are described respectively in sections 7.1.2 to 7.1.4. Conclusions and 
implications from the three pilot studies are summarised in section 7.1.5, 

which concludes that soft laddering is a more appropriate approach for the 

purpose of the main study yielding a better understanding of consumer 

cognitive structures. 

Subsequently, the second part of this chapter describes a main study, the 
design of which is based on the findings of the first stage of the pilot studies. 
40 soft laddering interviews have been conducted, focused on Beijing during 

2003. The sample selection method and description (in section 7.2.2), and 
the design of interview questions (in section 7.2.1) are further described. 

The results of the main study - 40 interviews - will be analysed in Chapter 8. 

7.1 PILOT STUDIES 

7.1.1 Rationale for Conducting Pilot Studies 

General procedures and techniques related to the laddering method have 

been discussed in chapter 5. As Reynolds and Gutman (1988) suggest, 
laddering consists of three stages: i) the elicitation of salient attributes, ii) 

laddering interviews, and iii) analysis. Other researchers (Walker and Olson 

1991) have proposed pencil-and-paper methods referring to "hard laddering" 

vs. the classical approach, "soft laddering". 

4mong the arguments regarding the application of laddering, there has been 
Lbate on those issues that impact on the quality of the results: the selection 
of better techniques for attribute elicitation, choice between soft vs. hard 
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laddering, and objectivity in data analysis. Although much literature has 

discussed the merits and downsides of most related techniques, given that the 

selection of appropriate approaches largely depends on the objectives of the 

studies, experiments are considered necessary in order to define the most 

appropriate methods for the research undertaken here, especially given the 

context of a different consumer culture. 

In order to identify the most appropriate methodology, the three experiments 
have been designed to lend understanding re the process in each approach, 

and to deten-nine the extent to which the results can fulfil the purpose of this 

study. Consequently, the experiments need to identify i) at the attribute 

elicitation stage, what is a better combination of techniques; ii) at the data 

collation stage, whether soft or hard laddering is more appropriate for this 

study; , and iii) at the data analysis stage, which data collation approach best 

avoids bias from the researcher. 

7.1.1.1 Techniques in Attribute Elicitation 

Attribute elicitation is the first stage in any laddering process. In Section 

5., 3.1, key arguments in relation to various techniques used for attribute 

elicitation have been discussed and the techniques have been summarised in 

Table 5-2. Among the various techniques listed in Table 5-2, those which 

use product stimuli lead respondents to concentrate on detailed visible 
differences and thus are most likely to generate concrete attributes, such as 

s. ize or colour; these may be of use in product design, but have less relevance 
for ladder probing. In contrast, using those techniques without product 

stimuli, respondents may generate abstract product attributes or even 

consequences. 

Given that different techniques may lead to differing sets of attributes, 
leading to the measurement of different excerpts within a cognitive structure 
(Grunert, Beckmann et al. 2001), it is important to test relevant techniques 
beforehand. In order to ensure no key element is overlooked, Reynolds and 
Gutman (1988) recommend the use of at least two distinct methods. 
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Therefore, the experiments need to test major techniques and determine an 

optimal combination of techniques that will be used in this research. 

Three techniques are tested respectively in the three experiments, i) "Free 

elicitation" / "direct elicitation", ii) "Preference-consumption differences", 

and iii) "Picking from an attribute list". 

i) In "free/direct elicitation", the respondent is asked to come up with the 

attributes most important to the respondent when choosing a product within 

the given product category or products presented. Because it does not favour 

any particular view on "consumer memory" , it is deemed to be a baseline 

technique for the elicitation of attributes (Breivik and Supphellen 2003) and 

comes closest to a "natural speech" interviewing technique that leads to a 

stronger focus on idiosyncratic and intrinsically relevant attributes, and to a 

reduced focus on extrinsic product differences (Bech-Larsen and Nielsen 

1999). 

ii) In "preference-consumption differences", respondents, after providing a 

preference order for brands of product, are asked to explain how this 

distinction differs. 

iii) In "picking from an attribute list", respondents are asked to pick 
important attributes from pre-prepared lists. 

The comparison of the approaches based on the three experimental studies 

conducted is described in 7.1.5.1 , where a preferred approach is discussed. 

7.1.1.2 Soft vs. Hard Laddering 

Soft laddering refers to "an in-depth, one-on-one interviewing technique 

used to develop an understanding of how consumers translate the attributes 

ofproducts into meaningful associations with respect to seU" (Reynolds and 
Gutman 1988), where the natural flow of the respondent's dialogue is 

restricted as little as possible. In contrast, hard laddering refers to a 
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structured questionnaire to collate MEC data; both pencil-and paper 
questionnaires and computer aided surveys belong to the category of hard 
laddering. 

Table 7-1 summarises the comparisons of soft laddering and hard laddering 

cited from relevant literature; it is apparent that i) soft laddering as a 

qualitative methodology using an in-depth interview technique, demonstrates 

fewer advantages in administration whilst results yield more promising data 

that has a comparatively higher predictive ability and is considered to be 

appropriate in identifying more complex underlying motivations within 
consumption decision-making; ii) hard laddering can be used for larger 

samples and is easier to manage, whilst providing no significant advantage in 

results. 

Table 7-1 A Comparisons of Soft vs. Hard Laddering Method e. 

Soft laddering Hard laddering 

Sample size Qualitative Quantitative / larger samples 

Method In depth interview Questionnaire 

Administration i) Needs trained interviewers, 0 ease and time-saving; 
ii) places a serious burden on respondents; ii) minimized interviewer's 
iii) time consuming; influence 
iv) the quality of the data may be affected by 
respondent fatigue and boredom 

Resuftant MEC i) Generates more means-end chains of Generate more ladders 
increased abstraction level; 
ii) generate more linkages between levels of 
abstraction 
iii) difficult in interoperating the result 

Quality of data 0 Better predictive ability as a result more of the 
respondent's cognitive structures and processes 
than of the researchers' cognitive structures and 
processes; 
ii) appropriate to identify more complex 
underlying motivations of consumption decision- 
making 

Sources: (Grunert and Grunert 1995; Botschen and Thelen 1998; Hofstede, Audenaert 
et al. 1998; Grunert, Beckmann et al. 2001; Costa, Dekker et al. 2004; Russell, Busson 
et al. 2004; Russell, Flight et al. 2004) 

A few problems identified during soft laddering interview, and correlated 
techniques have already been listed in table 5-3. It is apparent that the most 
common problems are: i) respondents really do not know the answer; and ii) 
issues may become too sensitive for them. Although correlated techniques 
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have been introduced in the literature, it is necessary to know how often 
these problems happen and to what extent these techniques are useful. 

In summary, choice of technique is dependent on an informed understanding 

as to i) the extent to which the soft laddering is difficult to manage ii) and the 

extent to which the results generated by hard laddering can fulfil the purpose 

of this study. 

Further, other researchers have adapted hard laddering to quantify laddering 

results, such as Abeele's method, cited in Hofstede, Audenaert et al. (I 998)'s 

article, that lets the respondent evaluate complete ladders; Hofstede, 

Audenaert et al. (1998)'s association pattern technique (APT); and Grunert 

(I 997)'s "structural equation" model, as introduced in section 5.3.4. 

Considering that the "adapted hard laddering" methods, described above, 

have been used to generate MEC results and are considered to improve the 

satisfaction levels in hard laddering results, it is necessary to conduct an 

experiment with adapted hard laddering. 

Therefore, three experiments are conducted: soft laddering, hard laddering, 

and adapted hard laddering. The findings and discussions are shown in 

7.1.2,7.1.3 and 7.1.4 respectively. 

7.1.2 Pilot Study 1: Soft Laddering 

Within Pilot study 1, a soft laddering approach has been evaluated. 

7.1.2.1 Objectives 
The soft laddering experiment attempts to: 
i) understand laddering interview procedures and: 

a) explore the extent to which the results rely on the interviewer's 

skill and experience; 
b) find out how well the related interview techniques proposed in the 

literature reviewed can solve problems emerging during the 

interview; 
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ii) analyse the quality of soft laddering data, consistent with the arguments 
cited in Table 7-1; and 
iii) test attribute elicitation techniques. 

7.1.12 Design of Interview Questions 

A series of questions for the soft laddering experiment have been designed to 

achieve the set objectives. It contains three parts: i) personal information; ii) 

elicit attributes; and iii) laddering. (The list interview questions are shown in 
Appendix 1). 

Part one (Personal Information) is designed to collate data related to 
interviewees' demographic background - including sex, age, education, job, 

6mily member, and household incomes -, in order to describe the selected 

sample. (NB: The objective of the pilot study is to test the relevance of 

methods and consideration of the sample selection is less relevant; the 
demographic questions are included solely to inform the development of the 
I 

main study). 

Part two (Mobile Phone Usage) includes questions 7- 12 in Appendix 1, 

which relates to consumers' previous experience and brand preferences re 

mobile phones. The questions are designed to test various attribute 

elicitation techniques and to trial the "warm up" stage in the laddering 

interview process. 

Part three (Laddering) is designed to probe interviewee MECs (Means-End 
Chains). Attributes resulting from question 14 (in Appendix 1) are then used 
as the 3 attributes for laddering probing, where a "Free elicitation" attribute 
elicitation technique is tested. Questions 15 to 17 are used to subsequently 
generate MECs via a series of probing questions which query why a 

particular statement is important to the respondent. 
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7.1.2.3 Findings and Discussion 

Two interviews have been conducted based on the questions outlined in the 

previous section . In each case, the respondents are both Chinese students at 
Salford University (see Figure 7-3 for details). The resultant HVMs 

(Hierarchical Value Maps) are illustrated in Figure 7-3. 

Throughout the experiment, it was found that the face-to-face contact 
between the respondent and interviewer, and the use of an open question 

method enabled the laddering to generate a deeper understanding than could 

not be achieved via questionnaire or free association methods. However, 

given that the central idea is to keep the focus of the discussion on the person 

rather than on the product or service, the product at times disappeared from 

the conversation. These findings are consistent with, and reflect those of 

other researchers. 

During the conversation, problems discussed in the literature (in section 
5.3.2), have been encountered, such as "the respondent does not know the 

answer', or "issues become too sensitive", and similarly, relevant techniques 

(in Table 5-3) have been trialled. It is found that these techniques are similar 

to those used in other qualitative interviewing approaches. Among the 

various techniques proposed in earlier research, "postulating the absence of 

an object or a state of being", "negative laddering" and "redirecting 

techniques" (i. e. the use of silence and communication checks) have proved 

to be very useful when there is a mental/semantic block and the respondent 

really does not know the answer. 

As the interviewees were restricted as little as possible in their responses, it 

is apparent that forked answers often lead to non linear ladders. The 

interviewer's experience and skills are thus crucial as to when to make a 
decision on which thread to be pick up for further probing, where to go and 

when to stop. It is apparent that the more familiar the interviewer becomes 

with the techniques and procedures, the better the interviewer is able to judge 
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if an outcome can be reached in the line of questioning. Therefore, as with 

any qualitative technique, interviewer experience becomes key. 

The experiment also confirmed that considerable effort and time is needed, 

and suitable interview circumstances are crucial. A conducive environment 

and a relatively long warm-up time are necessary in order to encourage 
interviewees to feel comfortable about talking about their beliefs. 

Further, due to the openness of the interview conversation, considerable 

efforts are required to code the raw data into meaningful keywords, given 
that it is crucial that during the data analysis process, representations of 

respondents' cognition structures should not be interfered by the researcher's 
own knowledge. 

According to the results of the experiment, soft laddering appear to be 0 
potentially a good method of generating understanding consumer's cognitive 
structure in terms of how he/she relates concrete attributes to abstract beliefs. 

However, it requires skilled interviewers, considerable time and effort, and 
N 

significantly greater effort is needed to analyse the results. 
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7.1.3 Pilot Study 2: Hard Laddering 

7.1.3.1 Objectives 

A second pilot study has been conducted to test the Hard Laddering 

approach. The objectives of the experiments are: 

i) to identify to what extent hard laddering can generate satisfactory 

results; 

to identify potential problems emerging during the survey 

procedure; 
iii) to test the analysis procedure. 

7.1.3.2 Design of the Questionnaire 
In order to achieve the objectives, as set out above, a questionnaire has been 

designed as shown in Appendix 2 (English) and Appendix 3 (Chinese). It 

consists of three parts: personal information, mobile usage information, and 
laddering. The structure is similar to that used in pilot study one (Soft 

Laddering), but differ in the provision of multiple choice rather than open 

end questions. 

Part one (Personal Information) collates data relating to respondents' ages, 
jobs, and incomes. Demographic categories are cited from a CIMAS survey 
(a market research agency in Beijing) undertaken in 1998. 

In part two (Mobile Phone Usage) respondents are asked to name three 
favourite brands and then use a triadic method to compare each pair of 
brands, following the "preference-consumption difference" technique (see 

7.1.1.1). In so doing, distinct attributes are elicited. 

The most important three attributes from part two are subsequently used for 
laddering probing in part three (Laddering). The hard laddering format 

(figure 54) developed by Botschen and Hemetsberger (1998) is adapted in 
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this experiment. The respondents were therefore required to identify their 

three most important attributes from the results and subsequently 
commenced a five-layer laddering based on the three named attributes. 

7.1.3.3 Findings and Discussion 

15 questionnaires were distributed to both respondents in China via internet 

contacts, and a random selection of Chinese students from Salford. II 

questionnaires were subsequently returned. (The results are shown in 

Appendix 4. ) 

A total of 33 MECs have been generated based on the II questionnaires as 

shown in Table 7-3. 

Firstly, it is apparent that the rate of completion is low. 73% of the 33 MECs 

have left at least one or more ladder blank (the blank ladders are marked with 

a "0" in Table 7-3). It is apparent that the further the probing reaches 
towards an abstract level, the lower the rate of completion; only 33% have 

been completed with "value" ladders. 

Secondly, it is found that even where the ladders are completed; the levels of 

abstraction vary significantly. For example, in MEC No. 31 in Table 7-3, 

"durability" is featured as a level 5 "value", whereas it should be a level 2 

"abstract attribute"; in contrast, in MEC No. 26, "convenience" is featured as 
level 1, whereas it should be at level 3. Moreover, the grade of each ladder 

varies significantly, and a large proportion of answers are repeated. In total, 
looking at the most abstract ladder within each MEC generated (underlined 
in Table 7-3), only 21% of all MECs reach the "value" abstraction level, 
58% reach a "consequence" level (2 to 4), and the remaining 21% cease 
probing at an "attribute" level. 
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Table 7-3 Experiment 2- NIECs 

No. Level I 
(attributes) Level 2 Level 3 Level 4 Level 5 

(value) 
1 brand quality durability save money 0 
2. price affordability affordability affordabilitv 0 
3. convenience 0 0 0 0 
4. appearance Dersonali 0 0 0 
5. quality essential in emergent convenient 0 
6. appearance good looking high standard Self respect feel Qood 
7. quality durability practical responsibility success 

8. convenience easy to use make things 
efficiency i)roductivit easier 

9. value save money save money affordabilitv 0 
10. functionality 0 0 0 0 
11. appearance style fashion 0 0 
12. price affordabilit 0 0 0 
13. appearance fashion fashion hat)Dv 0 
14. fashion beautv 0 0 0 
15. function technoloa 0 0 0 

16. appearance fit to the whole fit my image 0 0 
1 image 
17. quality durability save money affordability save 
18. price income affordability responsibility trust 
19. sound quality save energy respect others resr)ect sel easy to use 
20. user friendly easy to use 0 efficien faster 
21. durability 0 0 0 0 
22. functionality reliable save trouble 0 0 
23. functionality save tim 0 0 0 
24. operation easy to use save time convenient 0 
25. multi function convenient convenient 0 0 
26. convenience easy to use 0 0 0 
27. standby time convenient avoid trouble 0 0 
28. durability avoid delaying save money save time meaninqful thina 
29. appearance style mood free freedom 
30. operation simple convenience safety resoect life 
31. screen resolution better colour taking pictures 0 durabilit 
32. appearance 0 0 0 0 
33. operation easy to use pygid trouble 0 0 

100% 88% 67% 48% 33% 
Rate of Completing 

Following observation of the respondents completing the questionnaires, and 
discussion with them afterwards, it is apparent that respondents have 

experienced difficulty in filling in the form (represented in Appendix 2), 

especially in completing the more abstract levels; and that they really "do 

not know the answers" as there are no clues to guide or direct them. 

Compared with the soft laddering method, where the probing questions 

posed by the interviewer helped the interviewee to think, it was apparent that 

satisfactory results in hard laddering are highly reliant on the interviewee's 
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willingness and ability to think deeply. Therefore, without guiding 

questions, it is not certain that the respondent can be encouraged to probe to 

a sufficient or satisfactory depth within hard laddering. 

The resultant data from Table 7-3 has been further analyzed following the 

procedures suggested by Reynolds and Gutman (1988). Firstly, the MECs 

are coded, elimination of semantically similar/duplicated terms, where a total 

of 31 MEC elements are summarised as shown in Table 7-4. The linkages 

between any pairs of MEC elements at different levels of abstraction are 

counted and their frequency shown in the implication matrix (Table 7-5), 

where all elements (1-31) are contrasted with those occurring at level 2 or 

greater (elements 9-13). Based on the matrix, a Hierarchical Value Map 

(HVM) is constructed (see Figure 7-2), depicting the content and structure of 

consumer knowledge in a graphical manner. 

After interpreting the data analysis procedure, it is apparent that, compared 

with soft laddering, results generated by hard laddering are much simpler to 

process, and that potential bias from the researcher engaged in the data 

analysis process can be significantly reduced, specifically in the areas of 

coding and ascribing levels. As argued in section 5.3.3, it is recognised that 

in the coding step within soft laddering researchers are given significant 
latitude, which may potentially affect the extent of the deviation in the 

results; whereas, in the process of coding hard laddering data, the latitude for 

researchers to make decisions has been decreased. For example, in analysing 

soft laddering data, the first step is to identify the keywords used in the 

interview conver . sation, whilst, in hard laddering, this step is much simpler as 

the answers already appear as keywords rather than narrative sentences. 
Therefore, it is apparent that during the analysis procedure in hard laddering, 

coding is less reliant on a researcher's idiosyncratic cognitive categories, and 

more on those of consumers. 
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Table 7-4 Experiment 2- List of NIEC Elements 

Level i Level 2 Level 3 Level 4 Level 5 

1. appearance 9. durability / reliability 
/ quality 

16. affordability 23. responsibility 27. feel good 

2. brand 10. easy to use 17. avoid trouble 24. self-respect 28. freedom 

3. function 11. fashion I style 18. convenient 
25. to do meaningful 29. happy 

good looking thing 
4. operation 12. functionality 19. efficiency 26. trust 30. safety 
5. price 13. personality 20. image 31. success 
6. screen resolution 14. value 21. make life easier 
7. sound quality 15. technology 22. practical 
8. standby time 

Further, due to a low completion rate and generally low level of abstraction, 

as discussed earlier, the resultant HVM shows inconsistent linkages (marked 

as dashed lines in Figure 7-2). Consequently, it is difficult to identify 
dominant pathways (which, in this case, would indicate market 

segmentation). 
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7.1.4 Pilot Study 3: "Hard Laddering With Choices" 

7.1.4.1 Rationale and Objectives 

Other formats for hard laddering have been developed, such as computer 

aided laddering and multi-choice laddering descriptions. In experiment 2 it 

is apparent that the hard laddering method has advantages, such as easier 

management and more objective data analysis procedures. Given that less 

satisfactory results are most likely to be due to the fact that respondents are 

not willing or unable to probe to a higher level of cognition without 

appropriate guidance, it is anticipated that "adapted hard laddering", where 
the respondents are provided with choices, might show a significant 
improvement. A third experiment has therefore been conducted to evaluate 
this option. 

A few adapted hard laddering formats have been proposed, where the 

respondents are asked to evaluate or select from provided MECs. However, 

existing formats have various limitations, as discussed in section 5.3.4; for 

instance, Abeele's method, recorded by Hofstede, Audenaert et al. (1998), in 

which the respondents are asked to evaluate complete MEC statements, 
leaves no space for respondents to construct their own MECs; and the 

association pattern technique (APT) (Hofstede, Audenaert et al. 1998), 

where the "attribute-consequence", and "consequence-value" links are 

measured separately, and do not necessarily constitute a complete "attribute- 

value" link. 

In this respect, the author proposes a new form of "adapted hard laddering", 

where respondents are asked to pick ladders from provided MEC elements, 

as shown in Table 1 in Appendices 5 and 6. Respondents are asked to 

choose from a set of "attributes" according to their perception of importance. 

Based on the attributes, respondents are then asked to choose from a set of 
"abstract attributes" to explain why what they have chosen is important to 

them; four more such questions are asked and the respondents chose 
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"physical consequences", "psychological consequences", "instrumental 

values" and "terminal values" from lists provided with which to answer each 

question. 

7.1.4.2 Design of the Questionnaire 

Questionnaires in both English and Chinese are shown in Appendices 6 and 
7 and include three parts. The first two - Mobile Phone Usage and 
i, ,I Laddering - derive from the questions in pilot study 2 (see Appendices 2 and 
3). 

T- he third part - Laddering - uses the adapted hard laddering method to 
11, 
collate MECs, wherein the hard laddering format (Appendix 5-2) is adopted 
from a generic model developed by Botschen and Hemetsberger (1998), but 

is provided with a list of choices for each ladder (see page Appendix 5-3 to 

5-4). 

1.,, 
The choices (or MEC elements) provided are combined with various sources 
including: results from the last two experiments, results of a previous study 

on USA mobile phone users by Gengler and Reynolds (1993), and Rokeach 

(1973)'s instrumental and terminal value lists (also appendices 5 and 6). It is 

recognised that the list provided may not be totally relevant to target 

respondents; however, this experiment has been designed to test 

methodological procedures rather than the content of the results, and it is 

believed that this does not affect the conclusion significantly. 

7.1.4.3 Findings and Discussion 

15 questionnaires were distributed to respondents via both internet contacts 
and via a random selection of Chinese students at Salford. 14 questionnaires 
were subsequently received. (The results are shown in Appendix 7. ) 

Comparing the results with that of experiment 2 (hard laddering), it is 

apparent that the rate of completion is significantly improved, indicating that 
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the respondents felt it much easier to fill in answers and to reach a higher 

level of abstraction. However, it was also found that the predictive validity 

of the results is considerably decreased when evaluated against the criteria 

proposed by Grunert and Grunert (1995) as discussed in 5.3.5. This may 
have occurred, firstly, because respondents construct the MEC via selecting 

elements from a provided list, in which respondents' cognitive structures and 

processes are considerably affected by the ones proposed; secondly, in the 

results a large number of linkages between ladders are logically irrelevant, 

revealing that "strategic processes" have been invoked during completion of 

the questionnaire, the stronger the impact of "strategic processes" on the 

answers given by the respondent, as opposite to "automatic process", the 

lower the predictive validity of the results (Grunert and Grunert 1995) as 

argued in section 5.3.2. Therefore, it can be concluded that this method is of 

less value for raw data collection, given the validity of the results relies 

heavily on the statements provided as choices. Moreover, because there is 

no existing laddering research on Chinese consumers, especially in the 

mobile phone sector, no existing results could be adopted for this method as 

a list of choices, and there are no studies against which to benchmark results. 

However, although this method is not appropriate for raw data collection it 

may be used for evaluating MECs and testing them within a larger sample 
for statistical validity, once appropriate lists of choice have been developed, 

given that it is easy to manage and has a high completion rate. 

7.1.5 Conclusion and Implications 

7.1.5.1 Attribute Elicitation 

In the three experiments, three techniques to elicit attributes described in 

7.1.1.1, have been tested. In experiment I (soft laddering), "free/direct 

elicitation" is used to elicit attributes for laddering questions. Experiment 2 

(hard laddering) engages "preference-consumption differences", where 

respondents select the three most important attributes from the resultant list 

generated via comparing their favourite brands; whereas in experiment 3 
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("adapted hard laddering"), the respondents select the most important 

attributes from a list provided. The resultant attributes of these three 
techniques are shown in Table 7-6. 

Although the variation of sample size may affect the length of the list (the 
list by soft laddering is shorter as it engages only two persons), it is apparent 
that the three techniques generate different combinations of attributes at 
different levels of abstraction, which correlates with the literature reviewed 
in section 5.3.1. 

Table 7-6 Resultant Attributes from Various Elicitation Techniques 

1. direct elicitation 2. preference 3. picking from a list 
Attributes times Attributes times Attributes times 
easy usage I appearance 18 appearance 9 
functionality 2 Brand 7 brand 8 
price 2 convenience 3 function 1 
quality I durability 3 intemet I 
reliability I function 5 physical quality 5 
shopping experience I functionality 3 price 3 

internet downloading 1 service I 
multi functions I software I 
operation 3 standby time 2 
price 6 type of network I 
quality 10 weight I 
screen resolution I words of mouth 3 
signal receiving I 
size 2 
sound quality I 
standby time 3 
style 2 
technology I 

user friendly 2 
Total 8 Total 73 Total 36 

The most significant difference between the three lists is the levels of 

abstraction. Attributes generated with the "free elicitation" or the "direct 

elicitation" technique show a higher level of abstraction, in general, and 

some of these such as "easy usage", "functionality", and "reliability" reach 
the "consequence" level and may include non "product attributes". Further, 
66 picking from an attribute list" technique shows that the results largely rely 

on the list provided, as the abstraction levels vary significantly among the 
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resultant attributes; therefore, it may be that, in this case, the researcher's 
cognition or knowledge largely influences respondents. 

Therefore, in order to make sure no key element is overlooked, following 

Reynolds and Gutman (I 988)'s suggestion, it is important to use at least two 

distinct methods. The "preference-consumption difference" technique would 

appear to be more reliable, as the resultant attributes are more meaningful 

and distinctive. At the same time, in the soft laddering experiment, 
interviewees tend to generate a large quantity of attributes, while talking 

through their usage experience; it is also the case that conversation helps 

interviewees to build confidence in the topic and to expand on their 

interpretation. This technique is termed "timing of purchase or 

consumption", as proposed by Reynolds, Dethloff et al. (2001). It is 

therefore suggested that in this study, these two techniques be adopted. 

7.1.5.2 Conclusion 

The findings of the three experiments (in 7.1.2,7.1.3, and 7.1.4) are 

consistent with opinions expressed in existing literature. It can be concluded 
that: 

i) Different techniques generate various lists of attributes. Among 

the three techniques tested, results with the "direct elicitation" 
technique exhibit the highest level of abstraction, whilst, with the 
"picking from a list" technique, respondents are more likely to be 

influenced by the researcher's proposition; thus, it is proposed 
that at least two techniques should be used in any one study, 

consistent with the literature, to avoid omitting important 

attributes; 

ii) Soft laddering is potentially the best method to generate deep 

understanding of consumers, and resultant MECs have better 

predictive ability especially in complex decision marking 
situations. Further, the techniques suggested in the literature to 
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solve the problems encountered during the interviews have been 

shown to be useful; the principle drawback in soft laddering is 

that, due to its qualitative nature, it requires considerable effort, 
time and skilled interviewers, and therefore is not suitable for 

application to a large sample. 

I, iii) Alternatively, "pencil-paper" hard laddering does not generate 

satisfactory results due to the low rate of accomplishment, but is 

easier to manage, especially at the data analysis stage and 

significantly reduces the influence of researchers engaged in the 

process. 

iv) The format of "hard laddering" supported by "prepared means 

end elements" improves the problem of low completion rate, 
demonstrated in the pencil-paper hard laddering, whilst the results 

generated are significantly influenced by the imposed cognitive 

structure; thus it is not suitable for raw data collation but as it is 

easier to manage, it may be used to evaluate and test existing 
MECs on a wider audience sample. 

The objective of this study is to segment Chinese consumers, based on a 
deep understanding of their motivations. Research in the area of market 

I 
segmentation in China is still scarce and no existing studies have applied 
MEC theory in the context of China. Soft laddering is believed to be an 

appropriate approach as it generates better understanding and the results are 

of a higher predictive ability. Further, due to the recognised limitations of 

soft laddering requiring significant time and effort and restricted sample 

sizes, the author proposes a procedure that compensates for these limitations. 

This entails the evaluation of a "soft laddering" data set on a larger sample, 
using an "adapted hard laddering" method. 

Figure 7-3 illustrates the procedure used in this study. In the first stage, the 

results from three pilo ,t studies suggest that soft laddering is a better approach 
with which to understand consumers and that the resultant HVM can better 
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reveal consumers' cognitive structures, which can then be applied to market 
segmentation. Subsequently, soft laddering is adopted for data collation at 
the second stage. Due to the need for generisability and hence a quantitative 
approach on a larger sample, it is suggested that for the purpose of practical 
usage, the resultant market segmentation be evaluated via a adapted hard 
laddering approach, used to test soft laddering constructs on to a statistically 
valid sample. The author therefore suggests a third stage of study. 
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7.2 MAIN STUDY- SOFT LADDERING INTERVIEWS 

Conclusions from the experiments suggest the adoption of soft laddering to 

collate data in order to achieve the aims of the PhD study. In the following 

section, the procedure and related issues in data collation are discussed. 

7.2.1 Interview Question Design 

The interview question design is based on the findings of the pilot studies 
described in section 7.1, and similarly includes: i) personal information, ii) 

experiences of current and previous usage, including brand preference, and 
iii) laddering questions. The interview questions are attached as Appendices 

9 (English) and 10 (Chinese). 

As shown in Appendix 9, five key demographic characteristics - title, age, 

education, job, and income - are included in part one questions, in order to i) 

evaluate analysis of the sample selection and coverage; ii) locate and 
describe the expected results - MEC consumer groups with demographics -; 

and iii) further compare the MEC approach to market segmentation with a 
demographic approach. This demographic information is further analysed in 

Section 7.2.2. 

Questions 3 (education) and 4 Oob) are provided with categorised choices. 
Given that the demographic categories used in pilot studies 2 and 3 (see 

Appendices 2,3,5 and 6), cited from the 1998 CIMAS survey is likely to be 

out of date, categories from the 2001 CIMAS survey are adopted in the main 

study. 

Questions in part two of the are designed to collate information in relation to 
interviewees' experiences of mobile phones. It commences with 
interviewees recalling experiences regarding usage of mobile phones, via a 
focus on the following questions (6 to 9 in Appendix 13): 

i) "what made you buy the phone you are using currently? "; 
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64after a period time of usage, what contributes to your feeling of 

satisfaction or dissatisfaction with the phone you are currently 

using? "; 

"of each mobile phone you have ever used, what contributes to 

your feeling of satisfaction or dissatisfaction when you think 

about it now? ". 

Subsequently, a list of attributes were elicited via the "timing of purchase or 

consumption" technique proposed by Reynolds, Dethloff et al. (2001). 

Thereafter, in questions 14 and 15, Appendix 9, interviewees were asked to 

name three favourite mobile phone brands in prioritised order, and to 

compare 3 paired sets of brands and indicate why they favoured one more 
than another. The list of attributes was derived using the "preference- 

consumption difference" technique. 

In part three (Laddering), a few minutes were taken to review the attributes 

resulting from the previous questions, and a list of attributes summarised. 
The interviewee was then asked to evaluate the list of attributes and pick the 

3 most important ones for the means-end chain (MEC) laddering (in question 
16, Appendix 9). 

A series of questions: "why relating to this is important to you" were asked 

of the interviewee. Three MECs were then generated for each respondent. 

The whole interview typically lasted 60-70 minutes. 10 to 15 minutes were 

taken to "warm up" the conversation, as suggested by Reynolds and 
Gutman (1988), before interview questions were asked. A further 20 

minutes were allowed for the second section, attribute elicitation, and 30 - 
40 minutes for the laddering questions. 

The results of this study will be analysed in the following chapter. 
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7.2.2 Sample Analysis 

Given that the central aim of the study is to identify segmentation in 

maturing markets, the mobile phone market in Beijing has been selected as a 
sample because of the large number of mobile phone brands present and the 
high level of market penetration. Implicit within this is the assumption that it 

represents one of the mass of sophisticated markets in China. Borne out by 

CIMAS (2003) which identifies that 64% of the total population in Beijing 
have at least one mobile phone. 

Interviews have been conducted in Beijing over a two-month period in mid 
2003. A sample of 40 interviewees had been selected from a larger group of 
mobile phone users in Beijing, corresponding to the age, Sex, education, 
career, and monthly income outlined in an earlier national benchmark market 
survey (CIMAS 2003) representing a Beijing population of 8 million. (see 
Appendix 8 and section 7.2.1.1). 

Given problems encountered contacting and attracting respondents in earlier 
surveys, interviewees were approached via close personal contacts at a 
Beijing market research agency. 

7.2.2.1 Sample Quota 
In order to optimise the representativeness of the sample, a quota method has 
been used based on two main references: age and sex. 

Following the distribution of age and sex identified in the CIMAS data, the 
forty interviewees include: (1) 2 respondents younger than 19 years old; (2) 
16 between 20 to 29 years old; (3) 13 between 30 and 39 years old; (4) 6 
between 40 and 49 years old; (5) and the remaining 3 older than 50. The 

population of male and female respondents is divided equally throughout the 

sample. The forty interviewees selected conform to this profile. 
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Table 7-7 Age and Sex Group Cross-Tabulation 

age Total 

-19 20-29 30-39 40-49 50+ 
sex female 1 8 7 3 1 20 

male 1 8 6 3 2 20 
Total 2 16 13 6 3 40 
CIMAS 2 16 13 6 3 40 

Source: calculated based on the data of (CIMAS 2003) 

7.2.2.2 Sample Description 

The selected sample may be described against five parameters: sex, age, 

education, career, and monthly income, (see also Appendix II for details). 

The proportions are as follows: 

i) , Sex: fifty percent of the sample is male, the remainder female. 

Table 7-8 Sample Description - Sex 

Frequency Percent 
Female 20 50 
Male 20 50 
Total 40 100 

ii) Age: interviewees' ages range from 16 to 53 years with an average 

age of 32.5. A majority (72.5%) of the interviewees are aged between 20 to 

40 (Table 7-9). 

Table 7-9 Sample Description - Age 

Frequency Percent 
-19 2 5.0 
20-29 16 40.0 
30-39 13 32.5 
40-49 6 15.0 
50+ 3 7.5 
Total 40 100 
Minimum 16 
Maximum 53 
Mean 32.5 
Std. Deviation 9.3 

iii) Education: 77.5% of the sample has an educational background 

achieving or exceeding a diploma; the remainder being secondary school 
leavers (Table 7-10). 
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Table 7-10 Sample Description - Education 

Frequency Percent 
Master's Degree 6 15 
Bachelor's Degree 15 37.5 
Diploma 10 25 
Senior Secondary School 8 20 
Junior Secondary School 1 2.5 
Total 40 100 

iv) Career: the sample covers 8 job sectors; a large proportion (37.5%) of 

the interviewees being from public sector with unemployment as a ninth 

category. Details are shown in Table 7-11. 

Table 7-11 Sample Description -Career 

Frequency Percent 
Public Sector 15 37.5 
Qualified Professional 4 10 
Junior Professional 1 2.5 
Middle/Senior Management 3 7.5 
Junior Management 7 17.5 
Self Employed 1 2.5 
Domestic Worker 1 2.5 
Non Specific Employee 6 15 
Not Employed 2 5 
Total 40 100 

V) Monthly Income: the monthly income varies from 0 to 6,000 RMB, 

with an average income of 3,188 RMB. 

Table 7-12 Sample Description - Monthly Income 

(RMB: Yuan) Frequency Percent 

-1000 5 12.5 
1001-2000 10 25.0 
2001-3000 9 22.5 
3001-4000 3 7.5 
4001-5000 7 17.5 
5001+ 6 15.0 
Total 40 100 
Minimum 0 
Maximum 6000 
Mean 3187.5 
Std. Deviation 1813.7 
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7.2.2.3 Coverage of Sample 

The selected sample may be further analysed for its coverage of the 

population. Due to the qualitative nature of the soft laddering methodology, 
it is apparent that the sample cannot be statistically valid; however, it is the 

author's contention that it provides a relatively accurate indication of the 

future application of the results generated by this study, if not a truly 

generalisable set of MECs. 

Figure 7-4 illustrates the distribution of samples against income, age, 

education and occupation. It is apparent that the sample is evenly scattered 

across most scales within the given parameters, implying that the selected 

sample covers a wide range of population in terms of age, education, and job. 

Further, the selected sample may be analysed by comparing income 

distribution with that of the CIMAS (2003) data. Figure 7-5 illustrates the 
distribution of interviewees across 6 income scales. The study sample shows 

a higher percentage of high-income interviewees and a lower percentage of 
low-income ones compared with CIMAS survey. Further, the average 
income of the sample is 1,500 RMB higher than that of the CIMAS survey. 

However, CIMAS suggests that, as the Chinese respondents are generally 

suspicious of marketing surveys and are thus reticent in declaring actual 
income, the income reported by its study may be considerably depressed. 

Further, the selected sample may not statistically represent the income 

distribution of Beijing mobile phone users as the method used to establish 
the sample quota is based on "age" and "sex" rather than "income", and may 
have been biased by the location(s) where interviews were held. Therefore, 

for the future study, suggested in 7.1.5 (Figure 7-3), income as an important 

variable seems more promising as a means of quota selection. 
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Figure 7-4 Matrix scatter-plot 
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Phapter 8 RESULTS AND FINDINGS 

Figure 8-1 Chapter 8 Structure 

INTERVIEW QUESTIONS 
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This chapter represents the findings resulting from the main study - forty in- 

depth laddering interviews. (An interview transcription is included in Appendix 

16 as an example. ) 

The findings are organised into four sections, respectively relating to the four 

aspects of the Beijing mobile phone sector: i) consumer knowledge (in section 
8.1), ii) market information (in section 8.2), iii) a Hierarchical Value Map (in 

section 8.3), and iv) MEC segmentation (in section 8.4). Section 8.5 
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subsequently summaries these findings. The chapter structure is illustrated in 
Figure 8-1, where the four aspects of the findings are listed as section titles in 

the middle column, and the specific question numbers (cited from interview 

question lists in Appendix 9) from which the findings result, are cited at the left 
hand side. 

The first section (section 8.1) presents the results of interview questions 8,9,12, 
13,14 and 15 (see Table 8-1 for the list of questions), regarding consumers' 

experience of mobile phones and their brand preference, which result in the 

understanding of consumers knowledge in terms of product criteria. Consumer 
buying criteria, in terms of product attributes, is an important contribution to 
knowledge of the consumer. Analysis of these attributes suggests that they are 

of differing importance to consumers, and that the timing of consumption and 

usage significantly affects how consumers activate these attributes as criteria, 
i. e., at different points of consumption and usage, consumers consider different 

sets of criteria to evaluate products. The findings in this section are presented to 

address aim I(to understand Chinese consumers); and to contribute especially to 
the confirmation in related to hypothesis la (MEC approach to identify 

consumers' product knowledge of buying criteria). 

Further, based on the results of questions 6,7,10,11,14, and 16 (see Table 8-1), 
in relation to consumers' experiences of mobile phones and brand preference, 
section 8.2 discusses the Beijing mobile phone sector, and predicates market 
share changes. Analysis of consumers' comments on brand presence 
subsequently reveals that different brands have differing combinations of 
promotion strategies and product/service packages, which contribute to the 
explanation of consumer preference and market share. The findings in this 
section will be further analysed in Chapter 9, where the performance of four 
leading foreign brands will be evaluated against consumer expectation within 
each MEC segment. 
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Section 8.3 presents the laddering findings in qucstions16 to 19 (see Table 8-1 

for the list of questions), where the process of Means-end Chain (MEC) analysis 
is presented. This includes three steps: i) coding, ii) constructing an implication 

matrix, and iii) constructing a hierarchical value map (HVM). Subsequently, an 
HVM is derived representing aggregate consumer cognitive structures. A key 

finding of this study is the generation of a HVM, which confirms hypothesis I 

(use of an MEC approach to identifying consumer knowledge); and addresses 

aim I (generation of a deep understanding of Chinese consumers), together with 
finding I in section 8.1. In this section, problems inherent within the analysis 

are discussed and compared with expectations within the literature reviewed 

earlier. 

Based on the implication matrix and the aggregate HVM, nine dominant MEC 

perceptual orientations are identified in section 8-4,, indicating nine market 
segments with distinct cognitive structures. These consumer groups are 
illustrated via individual hierarchical value maps. Each segment is further 
described using demographic characteristics and brand usage in section 8.4.3. A 

comparison with existing studies (Gallup survey and Hofestede's cultural value 
dimensions) reveals a strong correlation between these and the findings of this 

study, further demonstrating the validity of the market segments identified in 

this research. The homogeneousness of each cluster in terms of consumer 
cognitive structure will also show that the MEC approach is more appropriate 
than demographic segmentation approaches, especially in the cultural context of 
the Chinese market. Consequently, aim 2 (identifying market segmentation in 
China) is addressed via identification of the nine consumer groups and 
hypothesis 2 (the role of MECs in market segmentation) is confirmed. 

Section 8.5 summarises the results and findings presented in this chapter. In the 

next chapter, the findings of this research will be applied to brand evaluation in 

terms of product offering and advertising, with the intention of enabling 
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organisations to both identify target market segments and accordingly design 

their brand strategy. 

Table 8-1 List of Interview Questions 

Part one: Personal Information 
1. Name & Title 
2. Age 
3. Education 
4. Job 
5. Income 

Part two: Experience 
6. Do you own a mobile phone? 
7. Which brand do you use now? 
8. What attributes of the phone made you decide to buy it? 
9. Are you satisfied with the phone you are using now? 

ga. What attributes make you feel satisfied with it after a period of using? 
9b. What attributes make you feel unsatisfied with it after a period of using? 

10. Except for this mobile phone, have you ever used other phones? 
11. If yes, what brands are they respectively? 
12. What made you satisfied with them? 
13. What made you unsatisfied with them? 
14. Name three mobile phone brands in order of your preference, and give the reasons. 
15. You have brought forwards some attributes that concern you according to what we just chat about; 

would you rank them in order of importance? 

Part three: Laddering 
16. In the list of attributes of question 15, what you think are the most important things to you if you will 

buy a new mobile phone now? 
17. You just said ... are the most important attributes to you, why? 
18. You just said ... are the second important attributes to you, why? 
19. You just said ... are the third important attributes to you, why? 

Note: Cited from Appendix 9 

8.1 CONSUMER KNOWLEDGE 

Section 8.1 and 8.2 presents the findings of questions 6-16 (shown on the left 

hand side of Figure 8-1). 

The first step in soft laddering is attribute elicitation. Questions 6 to 14 are 
designed for this purpose and are posed via two techniques as proposed in 

section 7.1.5 - "timing of purchase or consumption", and "preference- 

consumption differences". Based on responses to the questions - relating to i) 

the reasons for purchasing the phones they were using, ii) the reasons for being 

satisfied or dissatisfied with all the phones they had used, and iii) the reasons for 

brand preference - each interviewee generated a list of attributes which were 
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subsequently summarized in question 15. Each interviewee further evaluated 

the resultant attributes in terms of importance to him/her. (The raw data 

generated by questions 6 to 15 is shown in Appendix 12. ) 

In collating all forty interviews, a total of 90 different attributes were elicited, as 

shown in Appendix 13. In order to provide representative meanings for further 

analysis, this list of attributes has then been simplified into 17 attribute 

categories (see Table 8-2 and Appendix 14), using a panel of independent 

interpreters. 

The results of these questions provide initial bases for laddering probing, At the 

same time, these questions also collated product knowledge held by Chinese 

consumers in terms of buying criteria and brand performance in the Beijing 

mobile phone market (contribute to testing Hypothesis No I ). 

8.1.1 Consumer Buying Criteria 

The resultant list of product attributes (in Table 8-2) reveals what factors are 

relevant to consumers during the whole consumption process, and represent 

consumers' criteria for evaluating mobile phones. Further, these product 

attributes constitute an important part of a consumer's product and brand 

knowledge, influencing consumer brand evaluations and further impacting on 

their decision making and purchase behaviour. Thus, it can be seen as a source 

of increasing product/brand relevance to the consumer, and consequently may 

provide a basis for brand/product strategic planning. 

As in question 15, each respondent evaluated the attributes that are considered 

relevant to him/her; a weighted score was subsequently assigned to each 

attribute: i) 3 to the most significant ones, ii) 2 to the second most significant, 

and iii) I to the third most important. Multiplying frequencies with its weighted 

score, Figure 8-2 illustrates how important each of the attribute categories is to 
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consumers. It is apparent, for example, that "Appearance", "Operation", 

"Quality" and "functions" have the highest scores. 

Table 8-2 List of Attributes 

Aftributes 
Frequency 

I. Accessories 1 
a. Leather Cover I 
b. Earphone I 
C. Changeable Colour Covers 1 

2. Appearance 33 
a. Material 2 
b. Colour 5 
c. Style 6 
d. Built In / Out Antenna 1 
e. Dual Screen 
f. Folding I Slide Lid 9 
g. Screen Colour 3 
h. Colour Screen 1 

3. Brand 
a. Brand Awareness 4 
b. Brand Image I 
C. Brand Reputation I 
d. Brand Origin 8 
e. Brand History 2 
f. No Big Price Cut Down I 
g. Brand Reputation (No Big Price Cut Down) 1 
h. Brand Reputation (Market Size) 1 
I. Brand Reputation (Time of Entrance into Chinese Market) 2 
j. Brand Reputation Leveraged From Other Products 5 
k. Brand Reputation for High Technology 4 
1. Brand Reputation (Size of the Organization) 1 
M. Brand Reputation (Many People Use the Brand) I 
n. Brand Reputation (Brand Merger) I 
0. Brand Reputation (The Culture of the Organization) 1 

4. Functions 10 
a. Address Book I 
b. Filter Function 1 
c. Games 6 
d. Mp3 Function 3 
e. Radio Function 4 
f. Colour Picture Message Function 3 
g. Recording Function I 
h. Screen Saver Function 3 
I. Text Message Function 12 
j. Voice Dialing Functions 1 
k. WAP Function 7 
1. Face Expression I 
m. Pictures Of Screen Saver 
n. New Functions 2 
0. Ring Tone 11 
p. Functionality 11 

5. Marketing 
a. Promotion I 
b. Advertisement / Media Exposure 9 
c. Seller's Recommendation 2 

6. Memory Size 6 
a. Memory Size for Address 5 
b. Memory Size for Text Message 3 

7. New Technology 
a. Speed of Technology Improving 6 
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b. Implementation of New Technology 
c. Product Launch Time 

8. Operation 
a. Auto Keyboard Lock (Folding Lid) 
b, Hot Key 
C. Inputting Language 
d. Menu Settings 
e. Inputting Methods 
f. Software Design 
g. Menu Language 
h. Speed 
i. Key Board Arrangement 
j. Keyboard Size 
k. Screen Size 
1. Font Size 
rný Familiarity with the Operation System 

9. Price 
a. Price of the Whole Package of Service 
b. Price of the Phone Set 

10. Quality 
a. Broken Down Rate 
b. Durability 
C. Physical Quality 

11. Radiation 
12. Range Of Product Lines 
13. Size and Weight 

a. Size 
bý Weight 

14. Service 
a. Accessibility Of After Sale Service 
b. After-Sale Service 
C. Profession Level of Service 
d. Availability of Internet Downloading 

15. Sound C larity 
a. Quality of Signal Receiving 
b. Quality of Voice 

16. Stand By Time / Talk Time 
17. Word of Mouth 

a. Professional Recommendation 
b. Friends' Recommendation 
C. Many People Use It 

Figure 8-2 Importance Rate ofAttributes 
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8.1.2 The Relevance of Buying Criteria at Differing Stages of 
Consumption 

Although Figure 8-2 illustrates priority ranking for attributes, the approach used 

may be refined to explore implicates at differing stages of consumption and use. 
The list of attributes is further analysed in terms of the differences at various 

stages of consumption. 

In question 8, interviewees were asked for the reasons for purchasing the phone 
they were currently using, and in question 9 were invited to provide comments 
on this phone after a period of usage. In questions 12 and 13, they were asked 
for the reasons for satisfaction/dissatisfaction with all the phones they had ever 
used before. Further, in question 16, they were asked to select the attributes 
believed to be the most important criteria for future purchase. The attributes 

elicited at each stage are ranked according to the frequencies, as shown in Table 

8-3. 

Table 8-3 Frequency of Attributes at Differing Stage of Purchase and Use 

Total Before Purchase - 
At The Point Of 
Purchase -Question 

In Use - After Usage - 
Attribute (Frequency) Question 16 8 Question 9 Question 12 and 13 

Attribute (Frequency) Attdbute (Frequency) Attribute (Frequency) Attribute (Frequency) 

Appearance(107) Appearance(26) Appearance(l 5) Functions(33) Appearance(42) 
Functions(80) Functions(21) Size and Weight(l 0) Operation(33) Quality(33) 
Operation(79) Quality(19) Functions(7) Appearance(24) Operation(30) 
Quality(74) Price(18) Price(7) Sound Clarity(20) Size and Weight(29) 
Size and Weight(51) Stand By Time(i 1) Brand(6) Quality(17) Stand By Time(20) 
Sound Clarity(50) Operation(10) Operation(6) Stand By Time(15) Functions(19) 
Stand By Time(49) Sound Clanty(g) Marketing(5) Size and Weight(12) Sound Clarity(16) 
Price(30) Brand(7) Quality(s) Memory Size(7) Memory Size(7) 
Brand(l 8) Radiation(4) Sound Clarity(S) Service(5) Brand(5) 
Memory Size(15) Accessories(0) Word Of Mouth(5) Accessories(2) New Technology(5) 
Radiation(I 1) Marketing(O) Radiation(3) Marketing(l) Pnce(4) 
Service(9) Memory Size(o) Stand By Time(3) Pnce(l) Service(4) 
New Technology(7) New Technology(o) New Technology(2) Radiation(l) Radiation(3) 
Word Of Mouth(7) Range Of Product 

Lines(O) Memory Size(l) Brand(O) Word Of Mouth(2) 

Marketing(6) Size and Weight(O) Accessories(0) New Technology(O) Range Of Product 
Lines(l) 

Accessories(2) Service(O) Range Of Product Range Of Product Accessories(O) Lines(O) Lines(O) 
Range Of Product 
Lines(l) Word Of Mouth(O) Service(O) Word Of Mouth(0) Marketing(O) 
Total (596) Total(125) Total (80) Total (171) Total (220) 
Number Of Phones 
(Comments Based NA 31* 40 70 
On) 
Note: 

The remaining 9 interviewees did not purchase the phone (in use) for themselves 
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Subsequently, elicited criteria at various points of consumption are represented 

with four sets of attributes: i) at the point of purchase (question 8), ii) in use 
(question 9), iii) after usage (question 12 and 13), and vi) before purchase 
(question 16). Comp'aring the four sets of attributes indicates what attributes are 

relevant and how often consumers consider these criteria at differing points of 
consumption. 

Further, given that each attribute is not considered by the consumers equally 

often at different periods, Table 8-4 further calculates the variance of the 

frequency of each attribute at each stage of consumption. The variance in 

frequency across each of the four stages for each attribute is recorded, total 

variance equating to zero. Subsequently, comparing the four values of each 

attribute imply how often this attribute is used as criteria at these different stages. 
It is apparent that the higher the value is, the more often consumers use it as 

criterion. Those values scoring higher than the average deviation are 
highlighted, as shown in columns 3-6 in the table. 

Table 8-4 Attributes at Different Timing of Consumption and Usage 

Attribute Frequency Before At the point In use 
After usage 

purchase of purchase 1--. 41- 0% (question 12 

Following analysis of each attribute (row), it is apparent that: 
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"appearance" is considered most often during the whole period as it 

exhibits the highest frequencies; further, the frequency does not 

evenly crosses the four stages of consumption, indicating that it is not 

similarly important to consumers during these stages. It is most 
likely that a higher value in "before purchasing" indicates consumers 

consider "appearance" to be important before they buy a mobile 

phone, and are less likely to evaluate the phones they are currently 

using by appearance; 
ii) "Functions" is most often considered during "in use" stage and 

before purchase; 
iii) "Operation" only concernes consumers when in use; 
iv) "Quality" concerns consumers more often before purchase and after 

usage, as it is related to durability (see "14. Quality" in Table 8-2). 

V) "Size and Weight" concerns consumer more often at the point of 

purchase, and after usage. 

vi) "Sound Quality" concerns consumers most often during usage; 

vii) "Stand by Time" is important as the total frequency is high, whilst, it 

seems to be considered equally at each of the three stages of 

consumption with the exception of at the point of purchase. 

viii) "Price" concerns consumers when they decide to buy a new phone 

and at the point of purchase. 
ix) "Brand" is important at the point of purchase, whereas it does not 

concern consumers in use and after usage. 

X) "New technology" and "marketing" are not considered significantly 

and, where of interest occurs happens most likely during purchase. 

xi) The remaining attributes are not considered by consumers to be 

significant at various stages. 

Given that the higher the frequencies, the more often consumers consider this 

attribute as a criteria during the consumption and usage period, it is apparent that: 
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The first column counts the total frequencies with which each 

attribute appears within the answers related to the four questions 
discussed earlier, "Appearance", "Functions", "Operation", 

"Quality, " and "Size and Weight" are the five most frequently 

considered in total; 
ii) Pre-purchase, "appearance", "function", "quality" and "price" are the 

most frequently used criteria; 

at the point of purchase, marketing related attributes (refer to Table 
8-2 for the categorization of attributes), such as marketing promotion 

(marketing), new technology, brand, and price, are considered as 

criteria; whilst, "size and weight" performed as a strong stimuli. 
iv) When evaluating a mobile phone in use, consumers tend to consider 

functionality related attributes, such as "operation", "functions", and 

46 sound clarity", whilst "appearance" appears to be less important. 

V) When evaluating a phone that has been disposed of, comparatively 
fewer evaluation criteria are used, with the exception of "quality" 

which is related to durability (Table 8-2), and "Size and Weight", as 
in general improving technology enables a newer generation of 

mobile to be smaller and lighter. 

Although the importance of consumer product criteria has been discussed and 
analyzed in various ways within existing literature, comparatively little is known 

about exactly what attributes are relevant and how significant they are at 
different stages of consumptions, especially in mobile phone products. The 
findings thus provide a new approach to exploring how product criteria take part 
in the process of purchase decision making. Given that the product criteria vary 
at differing stages of consumption, it can be implied that consumer criteria are 
not constant across the consumption cycle; instead, different contents of product 
knowledge are activated in decision making at differing points. 
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This finding has implications for the development of marketing strategy, 

especially promotional activities, which can emphasize different criteria at 
different times, which will be further discussed in Chapter 9. 

1 
8.2 MARKET INFORMATION 
Further, in questions 7,11, and 14 interviewees have named the mobile phone 
brands they had experience of and the ones they preferred. A total of 17 mobile 

phone brand names have been summarised and the frequencies under different 

questions for each brand are shown in the Table 8-5. 

Table 8-5: Market Share 

Current Ownership- Former Experience- 
Brand Preference - 

Question 14 
Question 7 Question I1 3 Weighting 

Alcatel 1 3 0 0 4 4 
Amongsonic* 0 0 0 1 1 3 
Bird* 1 0 0 1 0 2 
Ericsson 1 7 1 2 1 8 
Haier* 1 0 0 0 2 2 
Konka* I 1 0 0 1 1 
Kyocera* 0 0 0 0 1 1 
Mitsubishi 0 2 0 0 0 0 
Motorola 8 22 3 9 8 35 
National 0 0 1 2 0 7 
Nokia 16 20 24 10 2 94 
TCL* 0 0 0 0 3 3 
Panasonic I 1 01 1 10 2 
Philip 1 4 0 0 1 1 
Samsung 6 2 8 8 4 44 
Sanyo 1 0 0 0 0 0 
Siemens 2 5 2 1 1 9 
Sony 0 1 1 1 0 5 
Sony Ericsson 0 2 10 1 1 3 
sum 40 70 40 37 30 4 
* Indigenous brands 

All 40 respondents had at least one mobile phone at the time of interview. 

Nokia had the highest number of users, accounting for 40% of all citations and 
Motorola and Samsung respectively accounted for 20% and 15% of the total. 
92% of all the interviewees used international brands. This figure is correlated 
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with the results from CIMAS, where international brands accounted for 90.6% 

of the Beijing mobile phone market in 2003 (see Table 2 in Appendix 8). 

In terms of "former experience", 82.5% (33) of the interviewees had had 

experience with other mobile phones apart from the ones they were currently 
using. On average, each customer had owned 1.75 phones, of which historically 

Motorola had had the highest number of users (possible due to its early entry 
into China's telecom market). 

In Table 8-5, the last four columns show brand preference results. In order to 

estimate the overall preference level for each brand, frequency is multiplied with 

a weighted score assigned to each preference (as in 8.1.1): 3 to primary, 2 to 

secondary and I to tertiary. The resultant value for each brand thus indicates 

strength of consumers favour. It is apparent that Nokia has achieved the highest 

rating, with Samsung second, and Motorola third, as shown in Table 8-5. 

8.2.1 Predicted Market Share 

Further, as "current ownership" and "former experience" respectively indicate 

the current and previous market shares, assuming 'brand preference' to some 

extent indicates potential purchases, it is assumed that combining the three 

indicators therefore provides a prediction of brand performance against a time 

scale. 

Consequently, Figure 8-3 illustrates the predicated market shares of the top four 

brands. 

It is apparent that market leadership had changed over time together with the 

shift of market share for each mobile phone brand: 

At the time of writing Nokia is the leading brand in the mobile phone 

sector in Beijing; it had the largest number of users, and also 
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demonstrated a high preference level, allowing some confidence in 

the prediction of potential purchases; 
Samsung has developed rapidly from an unknown brand to a 15% 

share of the market and consumers had very positive views on the 

brand, with many users intent on buying Samsung phones in the 

future. 

iii) Motorola had traditionally sold well; however, consumers no longer 

had a high preference level, as indicated in its current market share, 

which implies that its sales will continue to decline in the future. 

(Note that the sector shows significant growth, and that a drop in market share 
does not necessarily translate into a drop in sales, but rather a fall in the rate of 

growth of sales. ) 

Figure 8-3: Predicted Market Share (Four Leading Brands and Indigenous Brands) 
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Comparing the market share of international brands and indigenous brands (as 

shown in Figure 84), it is apparent that a number of Chinese brands such as 
TCL, Haier, and Amongsonic had recently (when the study was conducted) 

entered the market, and had taken modest market share from international 
brands. However, as consumers had a comparatively low preference for these 
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Chinese brands, it is predicted that the growth of market share will remain 

shallow. (Note that the data of the six Chinese brands marked * in Table 8-5 are 

combined as "indigenous brands" in Figure 8-4 due to similar product offerings 

and market approached). 

Figure 8-4 Predicted Market Share (international vs. Indigenous brands) 
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When compared with Figure 4-4 which illustrates the market share trends for 

China's mobile phone sector, it is apparent from Figure 8-4 that Chinese brands 

have a smaller market share and a lower growth rate, and that international 

brands are still dominant. 

Given that the findings of this study are correlated against CIMAS's data 

representing the Beijing mobile phone market, it may be that market share 
division differs significantly between the mobile phone market in Beijing and 

that of the remainder of China, including both developing coastal and 

undeveloped inner areas, and both urban and rural areas. Within the Beijing 

market, as indicated in Figure 8-4, international brands hold a dominant position, 

whilst in general Chinese market (in Figure 4-4), indigenous brands appear to 
demonstrate better market performance than they do in Beijing. This finding is 

consistent with the existing literature discussed in section 4.3.3, which implies 

that international brands retain an advantage over local brands when retailing 
high-end products to more affluent populations within leading cities (Dano 

2005), but that this trend is reversed in rural areas. 
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It is recognised that due to the small sample size, predicting market share based 

on the results of this study has little statistical validity; however, the discussion 

provides additional information about the dynamic within Chinese mobile phone 

sector, and demonstrates that diversities between leading cities and other areas 
have a significant influence on market share. 

8.2.2 Brand Performance 

Given that within this dynamically evolving mobile phone market, brand 

leadership has changed, together with shifts in market share for each brand, it 

can be assumed that there are a number of factors behind this, which include 

changes in brand packages, consumer tastes, more intensive marketing activities, 

and evolving brand identities. Questions (8,9,12, and 13) re the reasons for 

purchase, satisfaction/dissatisfaction, and preference for a specific brand enable 
this study to further explore the impetus for brand performance from a consumer 

perspective. 

In question 8, respondents were asked the reasons for purchasing current phones; 
in question 9,12, and 13, they were asked for the reasons of why they were 

satisfied/dissatisfied with the phones they have used; and in question 14, they 

were asked for the reason behind their brand preference. The answers have been 

summarised as lists of product/brand attributes under each question, and those of 

the three leading brands (Nokia, Motorola, and Samsung), and the indigenous 

Chinese brands (combined as one entry) are shown in Table 8-6. 

In order to compare the performance of the four brands against each attribute, 
the frequencies of attributes (as shown in Table 8-6) are further analyzed. The 

variance of frequencies of each attribute is calculated based on column 
percentage values, and those positive values (indicating that consumers consider 
this brand to have a higher performance than the average against this particular 
attribute) are shown in Table 8-7. 
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ýonsequently, 
analysing column A, which indicates what marketing strategies 

each brand uses as incentives to attract consumers to purchase, it is apparent that 
i) consumers are attracted to Nokia because of its high brand reputation; ii) 

consumers are more likely to be attracted to Motorola by word of mouth, and the 

product's size and weight; iii) Samsung uses marketing to promote its sales; 
whilst its advanced multifunctional ity and high "sound clarity" attract 
consumers; and iv) in a differing strategy from the international brands, Chinese 
brands use "price" as a major advantage to attract consumers, together with 
marketing promotions. 

Combining the comments on all mobile phones of which the respondents have 

had experience, columns B and C provide a measure of consumers' opinions on 
the product/service packages that each brand provides. It is apparent that i) 

Nokia mobile phones are considered to have high build and sound quality, offset 
by disadvantages in appearance and size and weight; ii) in contrast, Motorola 

phones have favourable appearance and size and weight factors, but demonstrate 

low quality; iii) Samsung phones provide multiple-functions, whilst being low in 

other technical indices such as standby time, and memory size; and iv) mobile 

phones under Chinese brands have advantages in operation, functions, and 

appearance offset by disadvantages in quality and service. 

Given that "column A" implies the market strategy on how a brand promotes 

sells, and "columns B andC" imply the product/service package embodied in 

the product strategy, the combination of market strategy and product strategy 

can be seen to contribute to the accumulation of brand reputation and has 

subsequently shaped consumers' brand preferences. Figure 8-5 illustrates how 

each of these four brands has built their brand equity via various combinations 

of marketing and product strategy, which to some extent explain the resultant 
brand preferences expressed by consumers in column D of Table 8-5. 
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It is apparent these brands differ in both marketing and product strategy 

approaches, and the brand preference scores are therefore different. i) Nokia has 

the highest preference score that may be attributed to a high brand reputation 

and high product quality; ii) Samsung has the second highest score, that may be 

driven by its implementation of advanced technology, allowing it to provide 

consumers with multifunctional ity, and at the same time attractive and novel 

appearance; iii) Motorola is ranked third, which may result from its long-term 

brand awareness and effective marketing strategy, but demonstrates a reputation 
for low product quality; iv) Chinese brand scores are comparatively low in terms 

of brand reputation as they perhaps were (as of 2003) still new to consumers; 
these brands took a more aggressive price and promotional strategy allowing 
them some market share, taking advantage of better knowledge of indigenous 

consumer tastes and use habits, enabling them to provide products with more 

attractive appearance, and convenient operation for a Chinese audience, 
(although perceived quality and service would appear let them down). 

When compared with the discussion in Table 4-2, it is apparent that the findings 

support findings in existing literature, which indicates that international MNCs 

demonstrate significant advantages in technology and product quality, whilst 
local Chinese manufactures offer lower manufacturing and logistical costs, and 

quick response to market demand, thus providing consumers with cheaper 

products and styles more appropriate to consumer tastes. 

The analysis therefore demonstrates how brand strategy might affect consumer 

perception of brand value, and provides organizations with additional 
information on both current perceptions of the brand and appropriate brand 

strategies. This will be further discussed in the next chapter. 

8-18 



Table 8-6 Comments on Brands 
Nokia 
Incentive of purchasing - Satisfaction - Dissatisfaction - Brand Preference - 
question 8 question 9b and12 question 9c and13 question 14 
Attributes(Frequency) Attnbutes(Frequency) Attnbutes(Frequency) Attributes(Frequency) 
Appearance(7) Quallty(18) Appearance(12) Quality(17) 
Brand(5) Operation(15) Operation(11) Appearance(13) 
Operation(5) Sound Clarity(13) Size and Weight(9) Brand(l 0) 
Functions(4) Appearance(12) Functions(7) Operation(9) 
Sound Clarity(3) Functions(B) Quality(4) Sound Clarity(9) 
Quality(2) Stand By Time(6) Stand By Time(4) Word of Mouth(9) 
Size and Weight(2) Size and Weight(3) Sound Clarity(l) Functions(7) 
Word of Mouth(2) Service(2) Memory Size(l) New Technology(5) 
Marketing(l) Brand(l) New Technology(l) Service(5) 
Radiation(l) Word of Mouth(l) Size and Weight(4) 
Stand By Time(l) Stand By Time(2) 

Range Of Product Lines(2) 
Marketing(l) 

Motorola 
Incentive of purchasing - Satisfaction - Dissatisfachon - Brand Preference - 
question 8) question 9b and12 question 9c and13 question 14 
Attnbutesffrequency) Attnbutes(Frequency) Affributes(Frequency) Attnbutes(Frequenc 
Appearance(4) Appearance(14) Quality(14) Brand(9) 
Size and Weight(4) Size and Weight(l 0) Stand By Time(7) Appearance(6) 
Word of Mouth(3) Functions(8) Appearance(6) Functions(5) 
Marketing(2) Sound Clarity(5) Operation(6) Word of Mouth(5) 
Price(2) Operation(4) Size and Weight(6) New Technology(4) 
New Technology(l) Quality(3) Sound Clanty(6) Operation(4) 
Radiation(l) New Technology(2) Memory Size(4) Sound Clanty(4) 
Sound Clarity(l) Pdce(2) Functions(3) Quality(3) 

Brand(l) Accessories(l) Range Of Product Lines(2) 
Radiation(l) Service(l) Stand By Time(2) 
Service(l) Word of Mouth(l) Radiation(l) 
Stand By Time(l) Size and Weight(l) 

Service(l) 

Samsun 
Incentive of purchasing - Satisfaction - Dissatisfaction - Brand Preference - 
question 8) question 9b and12 question 9c and13 question 14 
Attributes(Frequency) Attributes(Frequency) AtInbutes(Frequency) Attributes(Frequency) 
Appearance(l) Functions(8) Stand By Time(4) Appearance(14) 
Functions(l) Appearance(4) Functions(3) Brand(3) 
Marketing(l) Operation(3) Size and Weight(2) Marketing(3) 
Sound Clanty(l) Sound Clanty(2) Appearance(l) New Technology(3) 

Accessories(l) Memory Size(l) Operation(3) 
Memory Size(l) Operation(l) Size and Weight(3) 
Quality(l) Service(l) Quality(2) 

Range Of Product Lines(l) 
Sound Clanty(l) 
Word of Mouth(l) 

Indigenous Brande 
Incentive of purchasing - Satisfaction Dissatisfaction - Brand Preference - 
question 8) question 9b and12 question 9c and13 question 14 
Attributes(Frequency) Attnbutes(Frequency) Attributes(Frequency) Attributes(Frequency) 
Pnce(2) Operation(4) Service(3) Appearance(4) 
Appearance(l) Appearance(3) Stand By Time(2) Brand(3) 
Marketing(l) Functions(3) Functions(l) Marketing(3) 
Operation(l) Sound Clanty(l) Ouality(l) Word of Mouth(3) 
Size and Weight(l) Stand By Time(l) Sound Clanty(l) Functions(2) 

Operation(l) 
Price(l) 
Radiation(l) 
Range Of Product Lines(l) 
Sound Clarity(l) 
Stand By Time(l) 

Note: * includes Amongsonic, TCL, Bird, Haier, and Konka 
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8.3 CONSUMER HIERARCHICAL VALUE MAP 

This section presents the results of interview question no. 16, where 
interviewees were asked to pick the three most important attributes for laddering 

probing, following structured questions as "why this is important to you9". 

The analysis procedure is shown in 8.3 and a IIVM is constructed to represent 

consumers' aggregate cognitive structures. Following this, in 8.4, analysis of 
the MEC data results in the development of 9 consumer segments that are 
further described against demographic factors. 

The interview records were analyzed following the procedures outlined by 

Reynolds and Gutman (1988), as discussed in section 5.3.3, and include the key 

stages of i) coding, ii) construction of an implication matrix, and iii) 

construction of a Hierarchical Value Map (HVM). 

8.3.1 Coding 

Each interviewee was asked to select the three most important attributes from 

the resultant list, and following structured questions as to "why this is 

important? ", the reasons for specific buying criteria for each interviewee have 

been explored and his/her cognitive structure revealed. Based on answers 
transcribed in Chinese, keywords at increasing levels of abstraction have been 

elicited from each individual means-end probe; these have been used to 

construct MECs revealing why specific initial attributes are important to the 
individual. These keywords have then been translated into English for the next 
step of analysis (See Appendix 15). 

Some interviewees have proposed more than 3 attributes during laddering 

probes, and some forked answers have led to additional chains; consequently, a 
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total of 125 have been formed. It is apparent in Appendix 15 that the resultant 
125 MECs vary in length and in the level of abstraction between elements. A 

coding process has subsequently been applied to categorise the resultant 
idiosyncratic concepts into a smaller number of categorises as suggested by 

Reynolds and Gutman (1988). 

As suggested in the findings of the soft laddering experiment, described in 

section 7.3 and in previous literature discussed in section 5.3.3, the researcher 
has been given a lot of conceptual space during the coding of soft laddering data, 

which in turn impacts on the extent of the deviation in the results. In order to 

enlarge the level of objectivity in the analysis process, significant effort has been 

expended on ensuring that the keywords accurately reflect the true meaning of 

the conversations and a number of cross-checks by an independent panel of 

experts (academic staff with experience of Chinese culture) have been taken 

place to ensure validity. 

Further, it is recognised that the translation process has been unavoidable, and 

may have led to loss in some cultural meaning beyond language, as the 
interviews had been conducted in Chinese, and the analysis is based on 
translated keywords elicited from Chinese transcriptions. in order to minimise 
both information loss and deviation, the researcher has consulted both Chinese 

and English native speakers regarding those words considered controversial to 

ensure that the translation conveys both the context and original meanings where 
possible. 

Three problems are apparent during the coding process, consistent with those as 

suggested by Grunert and Grunert (1995): 

the distinction between attributes, consequences, and values; some 

words can be categorised into different levels of abstraction in 

different contexts, for instance, where an interviewee says: "I like 
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the phone because of it's convenience". "convenience" belongs to 
"abstract attributes"; whilst, where he/she says: I use this phone 
because it brings me convenience", it belongs to "consequences"; 

ii) the "indexicality" problem; in some cases, the answers must be 
interpreted relative to the respondent's background, experience, 

career, and her/his interpretation of the data collection situation; 

the problem of finding the right levels of abstraction; the difference 

between two answers is rarely purely lexical and to define them as 
synonyms and group them into the same category, the category has to 
be at a more abstract level than the answers themselves; for instance, 

both "avoidance of delay", and "afraid of being out of contact in an 
emergency" can both categorised into "avoidance of problems"; 
however, the more abstract it is, the more detailed information is lost. 

In coping with these problems, it seems the most appropriate approach is i) to 

refer to the context that attaches meaning to an answer; and ii) to understand the 
background of the interviewee. Herein, the advantage of soft laddering is 

apparent as the natural flows of speech allow the analysis attach more contextual 
information to the results that cannot be obtained from questionnaire formatted 

hard laddering. 
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Table 8-8: Summary Content Codes 

1 Appearance 
2 Brand 
3 Durability 
4 Failure Rate 

Attributes 5 Functions 
6 Operation 
7 Price 
8 Radiation 
9 Sound Clarity 

10 Standby Time 
11 Advanced/ New 
12 Beautiful 
13 Contactablity 
14 Familiarity 

Consequencell 15 Personality/ Uniqueness 
16 Portability 
17 Productivity 
18 Quality 
19 Value / Price 
20 Affordability 
21 Avoidance of Problems 

Consequence 2 22 Convenience 
23 Feel Attached To 
24 Strong Self Image 
25 Trend follower 
26 Career Promotion 
27 Increased Saving / Disposable Income 

Consequence 3 28 Other's Opinion 
29 Potential to Earn 
30 Better Guanxi / Friendship 
31 Confidence 
32 Curiosity 

Consequence 4 33 Promote Health & Safety 
34 Reduced Stress 
35 Responsibility 
36 Success 
37 Accomplishment 
38 Belonging 
39 Family Living Standard 

Values 40 Fun / Pleasure 
41 Inner Peace/ Contentment 
42 Longer Life 
43 Self - Esteem 
44 Wisdom 
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Subsequently, using a parallel coding process, the entire set of keywords across 

all respondents has been summarised and coded into a set of 44 elements across 

six abstraction levels as shown in Table 8-8, of which, 10 (nos. 1-10) are 

product attributes, 8 (nos. 37-44) are personal values, 6 (nos. 31-36) are 
instrumental values, and the remaining 19 (no. 11- 30) are various levels of 

consequence. 

The finalised element codes have then been used to code each individual value 

chain, as shown in Appendix 16. Comparing the coded MECs with the keyword 

version, it is apparent that the content has been substantially condensed and 
irrelevant information has been reduced thus indicating a much clearer tendency 

within the MECs. 

8.3.2 Implication Matrix 

Once the contents of the MECs have been defined, the next stage is to identify 

the linkage between the elements at differing levels of abstraction. By 

calculating the frequencies of linkages of any pairs of adjacent elements, it is 

possible to construct an implication matrix as shown in Figure 8-6 to indicate 

the linkages between elements. 

In the matrix, element codes are listed in both the row and column headings. 

The numbers in each cell represent the frequencies of the clement in the row 
heading leading to the element in the column heading. For example, the first 

row starting with "I: Appearance" shows the frequency of the element 
("Appearance") leading to other elements at higher levels: twice leading to 

element II ("Advanced / New"), 8 times to element 12 ("Beautiful"), 7 times to 

element 15 ("Personality and Uniqueness") and so on. 

It is apparent that two kinds of linkages exist between two elements. In this 

matrix those elements which are linked to elements in the adjacent higher level 

8-26 



are categorised as direct linkages, whilst those elements which are linked to 

elements two or more levels higher are categorised as indirect linkages. Each 

pair of direct and indirect linkages are separated with a comma (: ) in each cell. 

This row-column frequency matrix, indicating the number of times directly and 
indirectly all row elements lead to all column elements, subsequently serves as 

the basis for: 

Determining the dominant pathways or connections between the 

elements. The dominant pathways or connections have to be 

identified and less significant or irrelevant linkages have to be 

removed to construct an HVM. The matrix, having listed the 

frequencies of all the linkages which occurred in the interview results, 

provides a basis to achieve this. 
Providing the ability to summarize subgroups. The matrix has been 

built based on the 125 MECs and 40 interviewees as a whole entity. 
It is possible to rebuild the matrix using a cluster of the chain or 

consumer type (for example, a matrix of male interviewees). Cluster 

matrices illustrate the frequencies of the connections exclusively 

within the subgroup. 

Further analyses can be conducted based on the information provided in the 

matrix because the construction of the implication matrix successfully transfers 

the qualitative data from interviews into quantitative data. Clearly this unique 

strength of the laddering method sets it apart from other qualitative methods. 

8.3.3 Hierarchical Value Map 
An HVM is built uP by connecting the chains that are formed by considering the 
linkages in the matrix of relations between elements. 
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However, if the HVM attempts to contain all the pathways and connections 
which occurred in the matrix, the HVM will become too complicated and lose 
its essential meaning. Therefore, it is necessary to identify the dominant 

pathways among all the relations which appear. In order to extract the most 
informative and most stable set of relations between elements, frequency values 

are applied as a benchmark to eliminate those less dominant pathways in various 
levels. According to (Reynolds and Gutman 1988), the most typical cut-off 
levels are usually between 3 and 5 relations, given a sample of 50 to 60 

individuals. However, the cut-off levels should be adjusted successively 

according to 

The sample size of the individual MEC. If this type of MEC occurs 

relatively less often but still maintains a stable existence as an 
individual MEC, the cut off level could be adjusted downwards. 

ii) The type of linkages (direct link vs. indirect link). Some indirect 

links enhance the validity of the existence of corresponding direct 

links. However, it is necessary to consider whether the direct links or 
the indirect links are the dominant relations before the cut off level is 

adjusted. 

Subsequently, an HVM is constructed followed by successions of refining 
processes according to the benchmarks applied, and is shown in Figure 8-7. In 

the final HVM, "Familiarity", "Portability", "Feel Attached to", "Curiosity", and 
"Wisdom" with code numbers of 14,16,23,32, and 44 respectively (see Table 

8-8) have been elimated due to their low frequencies in the implication matrix 

and/or lower significance in the overall MECs. 
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The HVM proposed is based on the aggregate data rather than each individual 

Means End Chain. Therefore, the HVM constructed is indicative of the value 

system of all aggregated respondents rather than those of individual interviewees, 

and each pathway appearing in the HVM does not necessarily appear among 
individual MECs. Conversely, some individual MECs may not appear in the 

aggregate HVM. 

This proposed HVM, as a key finding of this research, reveals the cognitive 

structure behind respondents' buying preferences and therefore provides a 

graphic representation of the perceptual marketplace. Each pathway includes 

both the value orientation of the consumer, as well as personal interpretations of 
how the product or service fits with the consumer's self-goal and personal 

values. 

8.4 MEC SEGMENTATION 

The constructed HVM provides an overall perception of how the respondents 

satisfy their personal values via the use of a group of specific product attributes 

or characteristics. A further analysis of pathways from bottom to top 

subsequently reveals potential market segments. 

8.4.1 "Affribute - Value" Linkage 

The dominant pathways can be identified via analysing the clustering of 
linkages between "attribute - value" pair as suggested by Reynolds and Gutman 

(1988). Table 8-9 illustrates the frequencies of each pair of "attribute -value". 
(The total number of MECs in the table is 119 instead of 125, which suggests 
that 6 individual chains have not reached the personal value level threshold. ) 

Those linkages with significantly higher clustering are highlighted, as shown in 

Table 8-9. As discussed in section 8.3.3, a cut-off value of 4 has been applied 
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and the resultant 15 dominant path\\aýs bemeen attribUtes and ýah. ICS (as 

highlighted in Tahic 8-9) consequently indicate 15 potential market orientations. 

Table 8-9: Ladder Frequencies for Attribute -N alue Linkages 

37 

Accomplishment 

38 

Belonging 

39 

Farnfly 
L, v, ng 

Standard 

40 

un I 
Pleasure 

41 

Inner Peace/ 
Contentment 

42 

L wg, ý, 

43 

Sell 

44 

Wisdom Total 

1 Appearance 1 8 1 4 25 

2 Brand 4 7 

3 Durability 2 4 5 11 

4 Failure Rate 1 1 2 2 7 

5 Functions 4 6 3 4 2 2 21 

6 Operation 2 1 5 8 

7 Price 1 9 3 1 3 17 

8 Radiation 4 4 

9 
Sound 

2 1 4 1 8 
Clarity 

10 
Standby 

5 2 3 
Time 

Total 18 16 30 23 5 1 31 i" 

Analý sing the COILImns of' the differing, valLIC týPCS. it is apparent that Most Of 

the highlighted links suggcst strong clustering, as their frCLILIcricics are 

significantlý higher than those scattered in the same COILIIIIII. I lo\\e\, ci-. -I, unjlý 

living standard"' and ""inner peace /contcriti-ricilt" columns sho\\ a \\caker 

ClUstering. An analýsis of' conseqLICIICC linkages is thcrel'Ore essential to 

determine N\ liether these clusters are honlogenous. 

8.4.2 Consequences linkage 

Based on the attribUte-value connections identified. 111C COIISCLILIC[iccs bet\\cc, I 

attributes and value are I'urthcr anak sed. The same clustering method is applied 

to analyse the intra-chain relationships of' these value týpcs and 9 distinct 

clusters are subsequentl\ Identified. I'liese clusters demonstrate signif-icant 

correlations in ternis of' end \alUC. C011SCLlUenccs and initial product attributes. 

Fach ol'thc 9 clusters is given a name i) to highlight tile kc\ characteristic of' tile 

Population ýýithni the cluster. and 6) to distinguish the kcý consequences fi-oni 

interrelated links emanating 1'rom other clusters. Fhe name of*each cluster has 
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been I'Lirther validated by using an expert panel Camillar ýNith both cultural 

contexts. The analysis of these 9 clusters t'()IloNN/s. 

8.4.2.1 Cluster I 

The implication matrix in Table 8-10 illustrates the linkages hctý\ceri elements 

ot'cluster 1, where -value/rnonev- is the key consequence, follmOng, a del-med 

route eventually leading to -improved family living standard". I lie donlillant 

linkages highliolited arc associated with 6 elciricrits. These dominant linkaocs III -- 
and clements subsequentl\ lead to the construction ofan I IVM, represctiting, the 

cognitive structure OfCO11SUrners within this cluster, as shom, 11 ill the Figure 9-8. 

It is apparent that the linear construction of' the cognitive clcmcnts at various 

abstract levels demonstrates significant clustering. Fhercl'Orc. tills týpc ot 

MFICs represents a potential market segment. r-I 

Table 8-10: Cluster I- Family Focused 

19 20 27 35 39 41 43 Tot"I 

2 Brand 2 2 
3 Durability 2 1 3 
5 Functions 1 1 
7 Price 9 3 12 

19 Value I Price 4 72 1 14 
20 Affordability 71 8 
27 Increased Saving / Disposable Income 6 61 13 
35 Responsibility 81 9 
39 Family Living Standard 
41 Inner Peace/ Contentment 
43 Self - Esteem 

Total 14 8 14 9 15 11 62 

Figure 8-8: Cluster I- Fanjilýv Focused 

L7 
10 27 

01J 

C011SLImers mthin this segment express concerns about the cost of' tile mobile 

and its impact on disposable income, and hence t`aimlý living standards. thus 

price is the most important critcria Ior their to purchasc. This cluster is 

therefore termed -Tamily Focused- bý tile author to underline that their bm int, 
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preference and the self relevance of consumers within this cluster is closely 

related to the achievement of the final goal - family. 

8.4.2.2 Cluster 2 

The same method has been applied to analyse cluster 2 as shown in Table 8-11 

and Figure 8-9. The key characteristic of this cluster is the "potential to earn"; 
the product attributes are interpreted as a means of problem avoidance and a 
guaranteed means of sustaining income for improving living standards, and 
further leads to a "family living standard". Consequently, this cluster is narned 
"Income Retentive". 

Comparing Cluster 2 with Cluster 1, it is apparent that they both terminate at the 

value of "family living standard", whilst they differ in the consequences invoked 

to achieve this value and consumers from these two clusters consider different 

product attributes as criteria for purchase. 

Table 8-11: Cluster 2- Income Retentive 

11 13 16 17 Is 21 22 28 29 35 39 total 
I Appearance 1 1 
2 Brand 1 1 
3 Durability 1 1 
4 Failure Rate 2 2 
5 Functions 11 2 
6 Operation I 
9 Sound Clarity 1 3 4 

10 Standby Time 2 2 
11 Advanced/ New 1 
13 Contactablity 2 3 
16 Portability 2 2 
17 Productivity 0 
18 Quality 4 4 
21 Avoidance of Problems 252 9 
22 Convenience 13 4 
26 Career Promotion 2 2 4 
29 Potenbal to Earn 3 5 8 
35 Responsibility 7 7 
39 Family Living Standard 

total 132 11 4 9 4 3a7 U 56 
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Figure 8-9: Cluster 2- Income Retentite 

jjý 

8.4.2.3 Cluster 3 

In Cluster 3, "career success" is the kc\ conscquence leading to a sense of' 

"accornplishment" as identitied in Table 8-12. hence it is termed 'Varcer 

FOCLIscd". In this cluster. it is apparent that the higher lc\cl linka-cs slIo\\ a 

stronger clustering than the lo\\ er level ones. Although in the I IVM. onlý those 

linkages consistent \\itli higher frequencies are inclUded. the implication Mat"'\ 

indicates sorne MF('s may achieve "career succcss" via other patimays that 

enhance -contactabi I ltý " and "conven icilce*'. 

Table 8-12: Cluster 3- Career Focused 

11 13 16 1- 21 22 25 '16 27 37 total 

3 Durability 11 2 

4 Failure Rate 1 1 

5 Functions 4 

6 Operation 2 

9 Sound Clarity 2 2 

10 Standby Time 4 5 

11 Advanced/ New 1 

13 Contactablity, 511 7 

16 Portability 1 

17 Productivity 2 2 

21 Avoidance of Problems 4 2 6 

22 Convenience 3 11 5 

25 Trend follo. er 1 1 

26 Career Promotion 1 10 11 

27 Increased Saving / Disposable Income 1 1 

29 Potential to Earn 3 3 

35 Responsibility 1 1 

36 Success 10 10 

37 Accomplishment 

total 1712651 11 1 31 10 1 65 
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Figu re 8- 10: ( Itister 3- Career Focused 

io 

8.4.2.4 Cluster 4 

II-I Inu, \cl-\ Strollu, This cluster contains I small quantit% of' linkages Midst sho\6 

cI Lister I ng. It focuses on '*health". \\11ich evokes concerns 1'()r health related 

ISSLICS. such as avoiding one of' the major side clTects of' using mobile phone, 

"radiation". 

'I able 8-13: Cluster 4- liealth Focused 
21 33 42 total 

8 Radiation 134 

21 Avoidance of Problems 11 

33 Promote Health and Safety 44 

42 Longer Life 

total 1449 

Figure 8-11: Cluster 4- Ifealth Focused 

8.4.2.5 Cluster 5 

111i'S ClUster is tcrilied Avoidcr". x0icrcin C011SUIllers considcr their 

mncr pcacc- as an important -oid". and tIlLIS try to rcducc stress 0a various 
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means. Thc bcnefits of usim, a mobile phone for flicni arc thercl'orc 

"convenience" and the -avoidance ot'probiciiis". 

Table 8-14: Cluster 5- Stress Aý oider 

II V1 14 16 17 18 20 21 22 23 26 31 34 35 41 42 total 

2 Brand 11 
2 

3 Durability 1211 
5 

4 Failure Rate 11 
2 

1 
5 Functions 1 
6 Operation 141 1 7 

7 Price 1 1 

9 Sound Clarify 1 
1 

10 Standby Time 31 4 
1 

11 Advanced/ New 1 

13 Contactablity 41 5 

14 Familiarity 2 2 

16 Portability 1 1 

17 Productivity 31 4 

18 Quality 12 3 

20 Affordability 
1 

21 Avoidance of Problems 1 411 7 

22 Convenience 1531 10 

23 Feel Attached To 
1 3 

26 Career Promotion 
1 2 

27 Increased Saving / Disposable Income 
0 

31 Confidence 1 1 

10 10 
34 
35 

Reduced Stress 
Responsibility 

2 ? 

41 Inner Peace/ Contentment 

42 Longer Life 
I. tal 1521431713 

Figure 8-12: Cluster S- Stress A% oider 

J, r, / ,1 11 1 

Du-h'i Iit qu., I it N 

ti 

du Iii 

8.4.2.6 Cluster 6 

"Se I fimagc- is tllc kc\ elcment 01'C I LIS(Cr 6. \\it hin \\III ch CO [I sLIIIIcI-s CIII P I' 'I" sc 

-appearance- and --funct ions- to Impress others and subscquclitlý Icll, c\c -sclf- 

csteern" or a sense of-belonuing". It Is therel'Orc tcrmcd -IIIIILlC C011SCiOLIS". 
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Ta I) le 8-15 CI uster 6 -1 niage Conscious 

11 12 15 16 24 25 28 30 31 32 37 38 39 43 total 

1 Appearance 26514 21 

2 Brand 1 1 

5 Functions 31 4 

11 Advanced/ New 1 4 5 

12 Beautiful 3 3 6 

15 Personality/ Uniqueness 4 2 1 7 

16 Portability 1 1 

24 Strong Self Image 822 1 13 

25 Trend follower 611 8 

28 Other's Opinion 4 87 19 

30 Better Guanxi / Friendship 1 1 

31 Confidence 1 115 8 

32 Curiosity 1 1 

37 Accomplishment 
38 Belonging 
39 Family Living Standard 
43 Self - Esteem 

total 5671 13 8 19 2811 10 1 14 96 

Figure 8-13 Cluster 6- Image Conscious 

III,, ld 
1-nI 

"I V 

'u"tut 

8.4.2.7 Cluster 7 

Although ClUster 7 (liedomst'") and cluster 6 (-Iniaoc Conscious'") have smidar 

"attribute" and "conscqUencc- struCtUres. consumers in tile -11cdollist'" cluster 

differ from cluster 6 in their consideration Of pUre I'Lin/pICý1SUI-C" ZIS I 

ofusing pliones %N Ith uniquc -appearances- and advanced "t'Ll"C""'S"' 
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Table 8-16 Cluster 7- [ledonist 
1 12 15 22 24 32 40 total 

1 Appear.,,,,, - 224 

5 Functions 24 

11 Advanced/ New 2 

12 Beautiful 

15 Personality/ Uniqueness 23 

22 Convenience 11 

24 Strong Self Image 11 

25 Trend follower 11 

32 Curiosity 11 

40 Fun I Pleasure 

total 2 
-3 

111 

Figure 8-14 Cluster 7- Hedonist 

. 

Il 

tDY 

8.4.2.8 Cluster 8 

This cluster is termed --neworkers" as consurners use mobile phoncs as a nical", 

to achieve better -uluanxi" (personal contacts) and thus lead to a final statement 

of' *'belonging" via increasing convenience and the avoidance of' potential 

problerns \\llich might prevent them maintaining contact. 

Table 8- 17 Cluster 8- Net"orkers 

18 21 22 23 25 30 31 34 38 4j lotal 

4 Failure Rate 2 

5 Functions 4 

9 Sound Clarity 2 

18 Quality 1 

21 Avoidance of Problems 3 3 

22 Convenience 2 2 

23 Feel Attached To 11 

25 Trend follower 1 1 

30 Better Guanxi I Friendship 1 146 

31 Confidence 11 

34 Reduced Stress 11 

38 Belonging 
44 Wisdom 

total 1321171 24 
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Figure 8-15 Cluster 8- Net"orkers 
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8.4.2.9 Cluster 9 

Wltlllll thIS ClUster the ("Valuc ConSCIOLIS"), C011SLImers consider -\, duc/lince" 

important becaLISC purchasing high value-to-price products allo\\s them to I'M 

both \ý ise and content. 

Consumers in this cluster are thus different from thOSC Of ClUstcr I ("I'anilk 
living Standard-) and cluster 2 (Incorne retcritive"). in 1, COIISLIIIIcrs take price 

as a neccssarý, nicans of achieving a cmArtable lifc, in 2. Function related 

attrihutes are considered important as a means of problem avoidance mid a 

guaranteed means to a sustainable inconic I'Or improving living standards. 

Table 8-18 Cluster 9- Value Conscious 

19 20 25 27 34 35 37 41 44 

3 Durability 11 
5 Punctions 11 
7 Price 415 

19 Value / Price 211116 
20 Affordability 213 
25 Trend follower 11 
27 Increased Saving Disposable Income 11 
34 Reduced Stress 22 
35 Responsibility 11 
41 Inner Peace/ Contentment 
44 Wisdom 

total 631121133 21 
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Figure 8-16 Cluster 9- Value Conscious 
II F,,!,, �-< 

27 

8.4.3 Segment Profiles 

Me 9 conceptual value orientations identified potentlallý indicatc 9 discretc 

consumer segments. In order to define the market sizes and consumer prol-11cs I 

of these segments, each interviewee is ascribed to these segments via an analýsis 

of the value types of the MECs generated bý him/her. 

Table 8-19 Demographic Description 
Table Legend 
P Perýntage 
N Number of Interviewees 
A Mean 
B Highest Value 
C Lowest Value 
D Standard Deviation 
F Female 
M Male 

Prop ortion Sex Ag e Income 
Cluster N p F M A B C D A 8 C D 
1 Family Focused 7 18% 4 3 35 53 26 _ 109 2929 6000 1500 1484 
2 Income Retentive 6 15% 2 4 31 42 22 75 1900 3000 900 762 
3 Career Focused 8 20% 2 6 37 53 29 80 4688 6000 3000 961 
4 Health Focused 1 3% 0 1 35 NA NA NA 5000 NA NA NA 
5 Stress Avoider 5 13% 4 1 37 49 29 97 5640 6000 5000 498 
6 Image Conscious 8 20% 4 4 29 52 18 103 1938 4000 0 1237 
7 Hedonist 3 8% 2 1 22 29 16 65 2333 4000 0 2082 
8 Networker' 0 0% NA NA NA NA NA NA NA NA NA NA 
9 Value Conscious 2 5% 2 0 28 29 27 14 1200 1900 500 990 

Total 1 40 100% 1 53 16 32 3203 6000 0 5203 

Note * the consumer value type has been identified but no proporti ons within the sample 

Because each intervic\kec has generated more than one MFC, it is apparent that 

these MFCs may belong to various value orientations. irnpl\ 111" that COIISLIIIIcr 

cognitive struCtUres are combined with multiple consequences and nloti\ations 

with differing significances. Given that the initial product attributes I'or 

laddcring probino \\ ere proposed in order of signi ficance to the intcrvic\\ cc. the 

resultant MF, ('s difler in sionificance to hirn/hcr. The rank order ofthe MF('s is Lý 
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subsequently applied as a principle in ascribing the 40 intervievvees to these 

segments, and segment profiles are further analysed in terms of demographics 

and brand usage. The demographic prol-lics ofcach ClUster arc shoml in 'I able 

8-19. 

8.4.3.1 Proportion 

Figure 8-17 illustrates the proportion of these Clusters. It Is apparent that 

'*Career focused" and "Imaoe conscious" are the largest groups aCCOL111611" 1`61, zr -- 

20% respectively, "Value conscious" and -Ilcalth Focused- are smaller orOL1pS 

with comparatively lo\\cr proportions, and "Networkers" have 110 popUlatiOn 

within the sample, although it represents a personalltý to N\hIch some 

respondents relate, and might indeed accrue a discrete population in a \\Ildcr 

sample. 

Figure 8-17: Market Segmentation Proportion 

Value Conscious 

5 0% 

Networke, Family Focused 

175% 
Hedonist 

200% Retentive J< ý ", om15 
0% 

Stress Av oi der'NIU 

12 5"ý 
Career Focused 

Health Focused 200% 

25% 

It is acknowledged that the sample of respondents provides limited accuracý In 

predicting market size and is indicative only. It is suggested that all -adapted Z- 
hard laddering" survey be used for further studý and the provision of' a Inore 

accurate quantitative figure. 
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8.4.3.2 Analysis by Gender 

An analysis of the "sex" column in Table 8-19 reveals that although the 

proportion of male to females is 1: 1, this varies across differing clusters. 
"Career focused" and "Income retentive" groups show significantly higher 

proportions of males; in contrast, "Stress avoider, " and "Value conscious" 

groups have higher female proportions, implying that the social conception of 

the roles of the male and female in a family differs. It is apparent that men tend 

to take responsibility for family income and are expected to be successful in 

their careers; whilst women take care of internal domestic duties and are 

expected to be pragmatic and conscious of the longer term. This correlates with 
the discussion in section 4.4.2, in which the traditional Chinese cultural values 
have considerable influence on social norms reflected in the variance of personal 

values and consumer characteristics inherited by different genders. 

Further, the variation in gender ratio across clusters suggests that gender is an 
important factor in explaining the differences in purchasing behaviour and 

psychology as it contributes significantly to consumers' value based cognitive 
structures. 

8.4.3.3 Analysis by Age/Income 

It is apparent that age and income across various clusters differ as well (shown 
in Table 8-19). i) In terms of income, the "Stress avoider" has the highest 

average monthly income of RMB5,640, whilst the "Value conscious" has the 
lowest of RMBI, 200; and ii) in terms of age, the "Hedonist" has the lowest 

average age of 22, whilst, the "Career focused" and "Stress avoider" have the 
highest average age of 37. 

Analyzing the correlation of income against age, graphically the 9 segments can 
be further clustered into four groups as shown in Figure 8-18, which may then 
be compared with Cui and Liu (2001)'s study, adopting total household income 
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as the a priori factor for market segmentation. This identifies four consumer 

segments for urban residents across China, based on Gallup's 1997 national 

survey (See Figure 4-9). 

It is apparent that: 

Groups 2 and 9 (Chart I in Figure 8-18) - 'Income Retentive and 

'Saving Conscious" - with an average monthly income of 1,550RMB, 

are concerned about saving money and sustainable income for basic 

living requirements. They share comparable psychographic aspects 

with the "Working Poor", identified by Gallup (Cui and Liu 2001) as 

spending most of their incomes on necessities, leaving them little for 

other things, and being the least satisfied. 

Groups 6 and 7 (Chart 2 in Figure 8-18) -Image Conscious" and 

"Hedonist" - with an average income of 2,135RMB, are anxious 

about self image, and its accordance with social status, or with fun 

and pleasure. The characteristic is closely correlated to that of 
Gallup s "Salaried" and "Working Poor" classes, which are described 

as conservative and satisfied with current situations. 

Group I (Chart 3 in Figure 8-18) --ýTamily Focused" - with an 

average income of 2,929RMB, are conscious about value/money and 

increasing disposable income to benefit long-term family living 

standards, which give them a sense of being secure. It spans both 

"Salaried" and "Little Rich" classifications, who are described as 

socially active and brand conscious, whilst feeling insecure and 

concerned about the future. 

iv) Group 3 and 5 (Chart 4 in Figure 8-18) - "Career Focused" and 
"Stress Avoider" , with an average income of 5,243RMB, spanning 
both "Yuppy" and "Little Rich", are focused on their career path for 
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a sense of accomplishment, and accordingly have to find ways of 

releasing stress. 

Although there is some correspondence between the psychographic 

characteristics of the subgroups identified in the Gallup survey and the research 

presented here, the proportions of the two segmentations are not comparable. It 

is recognized that the proportions of mobile phone users are not necessarily and 

perhaps unlikely to be representive of the national consumer population. 
However, the variation between the two studies indicates the rapid expansion of 

mobile phone subscription, and a shift in usage towards a higher proportion of 
lower income consumer groups. 

Figure 8-18 Income/Age Analysis 

1. Group 2&9 2. Group 6&7 
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Further, the comparison also demonstrates that market segmentation based on a 
MEC approach results in the individual segment being more internally 

homogenous in terms of consumer cognitive structures. It is apparent according 
to Figure 8-18, that consumers from different age/income groups may share the 

same personal values that ultimately drive purchasing behaviour and psychology; 
in contrast, and within the same age/income group, consumers may have various 

cognitive structures. Moreover, it is also apparent that MEC results provide in- 

depth description of the segments in terms of motivation, wants, needs and 
behavioural patterns. This correlates with the discussion about the strengths and 

weaknesses concerning each segmentation base in Section 3.2, in that a lack of 
homogeneity within members of demographic segments generally results in a 
low level of correspondence between demographics and behaviour. 

8.4.3.4 Hofstede's Cultural Value Dimensions 

A further analysis of the MECs also demonstrates that the Chinese consumers 

apparently have unique value structures, when compared with those of other 

cultures when measured against Hofstede's (2005) cultural dimensions (see 

Figure 4-5 ). These include: 

i) a significantly higher proportion of long-term orientated chains, such 

as concerns re responsibility for potential income and saving, leading 

consumers to seek a sense of security, including groups 2 (Income 

Retentive), 4 (Health Focused), and 9 (Saving Conscious); and 

concern re the potential for mobile phones to offset social and work- 
based stress in group 5 (Stress Avoider). On the other hand, only a 

small proportion of consumers seek intrinsic pleasure and fun in 

group 7 (Hedonists), despite being a dominant factor in Western 

culture. 
ii) a high proportion of consumers in groups I (Family Focused), 6 

(Image Conscious) and 8 (Networker) belong to family, extended 
family or other relationships. Consumers in these groups seek a 
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greater sense of community and assume more responsibility for 

fellow members than in other cultures. 

There is evidently of a strong correlation with Hofstede's (2005) analysis of 
Chinese Cultures, with a high long term orientation, low individualism, and a 
low tolerance of uncertainty. This coincidence further substantiates the need to 
identify and explore the existence of the market niches identified in this research. 

8.4.3.5 Brand Ownership and Preference 

Taking the top three international brands (Nokia, Samsung, and Motorola) and 
the Chinese brands (as one entry, given the similarity in their offerings) as 

examples, Table 8-20 summarises the "brand ownership" and "brand preference 

score" against each cluster, and attempts to provide information on brand usage 

within each cluster. 

It is apparent that in terms of "brand ownership", i) Nokia has the most users in 

total and shows significant sales in "Family focused", "Career focused", and 
"Image conscious" groups; ii) in the "Income retentive" group, Samsung and 
Motorola have comparatively more users; and iii) in the "Stress avoider" and 
"Health focused" group, Chinese brands demonstrate slightly more advantages. 

In terms of "brand preference score", Nokia has the highest scores across most 

of the clusters with the exception of the "Health Focused" group, where again 

consumers demonstrate a higher preference score for Chinese brands. 

Analysing the brand usage for each cluster consequently provides information 

on how each brand performs within these clusters; at the same time, it also 
provides information on the sales within each segment, further enabling brands 

to identify target opportunities within these clusters. 
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Table 8-20 Brand Ownership and Preference 

123 4 5 5 7 a 
Fm, fy Fwýed I--* Rt. O" Cý Fxu3ed 

_ _ 
Health Focuwd 

- 
Stniss A-. r .. Ile C. 3 Hedý, St V-0-0 COMCOU. 

= Ownersh 
AIa 0 1 A 2 1 16 

Samsung 01 0 0 0 1 6 
Motorola 21 0 1 0 0 a 
Chinese Brands* 000 1 0 0 0 3 
Brand Preference Score 
Nokia 17 16 19 1 9 19 8 5 94 
Samsung 679 5 13 4 44 
Motorola 449 3 6 6 1 2 35 
Chinese Brands- 142 5 12 

Note., 

data related to cluster 8 'networkers"are not available, because no population in the sample is ascribed to this cluster 
- including Amongsonic, Bird, Haier, Konks, Kyocera, and TCL 

8.5 SUMMARY 

The key findings in the chapter may be summarised as follows: 

i) A list of product attributes has been generated indicating Chinese 

consumer buying criteria; at differing stages of consumption and usage, 
these criteria do not concern consumers equally and timing has a 

significant impact on consumer acceptance, as shown in Figure 8-19. 

The concept of timing is particularly interesting because an advert may 
target consumers at anytime in their consumption cycle; hence the 

primary aim of an advert may be to raise awareness of brand, even where 

another phone has been recently purchased, by addressing criteria at the 

usage stage. 

Figure 8-19 Buying Criteria 
-Sta-gg- -Catena 1 2 3 4 
Before Purchasp Price Quality Functions Appearance 
At the point of purchase Marketing New Technology Size and 

Weiqht 
Brand 

In Use Operation Functions Sound Clarity 
After Usage Size and Weight Quality 
Total Appearance Functions Operation Quality 

The Beijing mobile phone market has evolved in terms of brand 
leadership and market share division as illustrated in Figure 8-3. Given 
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that consumer preference to some extent indicates future sales, it can be 

assumed that Nokia will continue to be the market leader in the Beijing 

mobile phone market. Although Chinese brands have gradually taken 

more national market share, international brands will continue to show 

significant advantages in the near future, particularly in large 

conurbations (contrast Figure 4-4 with Figure 8-4, which show differing 

trends). 

iii) Consumers have various perspectives/preferences for brands which can 
be attributed to the mix of differing brand offerings and marketing 

approaches: for example, it is apparent that Nokia has built its brand 

reputation on high product quality; Motorola on long-term brand 

awareness, but has demonstrated a reputation for low product quality; 
Samsung demonstrates efficient marketing promotion, and use of a new 
technology has made its product appealing; whereas Chinese brands 

have used a more aggressive pricing strategy. 

iv) A Hierarchical Value Map has been constructed shown in Figure 8-7 to 
illustrate the consumer decision making process. 

V) The MEC analysis has identified 9 dominant value orientations 
indicating 9 discrete market segments/niches within the Beijing mobile 

phone market. The segments are determined by the variation of 

consumer cognitive structures, describing how product attributes satisfy 

consumers' personal values. These segments are subsequently analysed 
in terms of demographic parameters, and brand usage, and can be 

summarised as: 

Cluster 1: "Family focused" (17.5%) - consumers are concerned 

about the cost of the mobile and its impact on disposable income, and 
hence family living standards; this MEC is characterised by an 
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emphasis on price and durability. From a gender perspective, the 

proportions of male and female within the sample are comparatively 

close; with an average age of 35, and average monthly income of 
RMB2,929; Motorola and Nokia are the two main brands purchased 

and Nokia is preferred significantly more than any other brand; 

m Cluster 2: "Income retentive" (15%) -consumers exploit the mobile 

to minimize job-related problems, hence ensuring sustained 

employment, and ultimately safeguarding living standards. The 

user's focus here is predominantly on durability and sound clarity; 

the male proportion is significantly higher than the female, as men 

are normally expected to take responsibility for family income; they 

have an average age of 3 1, and income of RM B 1,900; Samsung and 

Motorola are the two main brands purchased, whilst Nokia is 

preferred; 

a Cluster 3: "Career focused"(20%) - consumers purchase products 

which maximize their efficiency and contactability resulting in career 

promotion and further greater accomplishment; it demonstrates a 

significantly higher male proportion, with a comparatively older 

average age of 37 and an average income of RMB4,688; Nokia is 

both the major brand used and the favourite brand name; 

m Cluster 4: "Health focused" (2.5%) - consumers express concerns 

about the side effects of mobiles; Chinese brands with CDMA 

phones are consequently more advantaged in this cluster, evident in 

their higher proportion of sales; 

m Cluster 5: "Stress avoiders"(12.5%) -consumers use the mobile as a 

means of minimising day-to-day problems and hence reducing stress; 
this segment has more females, with an average age of 37 and the 
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highest income of RMB5,640; the brand usage shows no significant 
favourite in terms of specific brands, although Chinese brands appear 

more frequency under brand ownership; 

Cluster 6: "Image conscious" (20%) - consumers are concerned with 

self-image and the opinions of their peers, and thus prefer phones 

with advanced functions and fashionable appearances to achieve a 

sense of self-esteem and belonging; consumers in this cluster are 

comparatively young with an average age of 29 and monthly income 

of RMBI, 938; Nokia, Motorola and Samsung all have a high 

proportions of users; 

0 Cluster 7: "Hedonists" (7.5%) - consumers perceive the mobile as a 

source of fun and pleasure; it is the youngest group with an average 

age of 22. It is apparent that Nokia performs well in this cluster as it 

is owned by a high proportion of users and demonstrates a high 

preference score; 

Cluster 8: "Networkers" (0%) - consumers use the mobile to 

improve "guanxi" relations and friendships; although no interviewees 

were assigned to this cluster, as a discrete cognitive structure, it is 

assumed that its market size might be defined in a larger survey; 

m Cluster 9: "Value conscious" (5%) - consumers are anxious to broker 

the best financial deal in purchasing the mobile; value/price is the 

major concern to them; consumers within this cluster have the lowest 

average income of RMBI, 200, an average age of 28, and females 

form a major part of this segment. 
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Chapter 9 DISCUSSION AND IMPLICATIONS 
FOR STRATEGIC MARKETING PLANNING 

Figure 9-1 Chapter 9 Structure 
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In this chapter, the leading brands present in the Beijing mobile phone 

market are further analysed as case exemplars, to demonstrate the usage of 
MEC results in informing the key stages - "choosing the value", "providing 

the value" and "communicating the value" - within a SNIP process. (This 

relates specifically to hypotheses 3 and 4, and addresses aim 3 via the 

development of a business tool proposed at the end of section 9.3. ) 

In section 9.1, discussion is focused on how the 9 consumer groups and their 

MEC structures may be applied in informing the stages of the SMP process. 
Specifically, i) in section 9.1.1, the first level of MECs - consumers' buying 
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criteria for each segment - is listed against organisational value creating 
functions in Table 9-2, and an explanation is provided as to how the MECs 

enable an organisation to reallocate its resource against the expectations of 

consumers in the target segments (thus addressing the "providing the value" 

stage); ii) in section 9.1.2, the application of a "means-end conceptual isation 

of the consumer's cognitive structures" (MECCAS) on cluster 3- the 

"career focused" niche - is illustrated in Figure 9-3 as a demonstration as to 

how the MECs in each segment can be used to create a framework for 

advertising (addressing the "communicating the value" stage). In doing so, 

the contribution played by MEC segmentation in enabling marketers to 

effectively implement the key stages within the SNIP process (in relation to 

hypothesis 3) is demonstrated. 

Section 9.2 further uses the resultant MEC segments as benchmarks to 

evaluate the performance of the four mobile phone brands, reflected in the 

product offerings (in section 9.2.1) and advertisements (in section 9.2.2). 
Given that NPD and advertising are the two key functions respectively in the 

stages of "providing the value" and "communicating the value", it is 
important that the product offerings and advertisements are consistency with 
the value proposition set in the "choosing the value" stage. Therefore, 

section 9.2.3 further compares the value proposition, within the three stages 
of each case exemplar, against the MECs of the resultant segments. It 

concludes that the MECs can be used a business tool to evaluate and to 

ensure consistency across the key stages of SMP (in relation to hypothesis 4). 

9.1 HOW MEC SEGMENATION INFORMS STRATEGIC 
MARKETING PLANNING 

Strategic marketing proposes that companies see themselves as part of a 

value creation and delivery sequence (Kotler 2000), consisting of 3 key 

stages: "choosing the value" in terms of segmentation, targeting, and 

positioning (STP), "providing the value", and "communicating the value", (a 
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simplification of the strategic marketing planning process illustrated in 

figure 2-1). 

Market segmentation as the initial stage in the implementation of strategic 

market planning is thus crucial. Instead of merely explaining differences 

among the specific respondents or segmenting the sample, the objective of 

segmentation research is to identify market opportunities and to further 

adjust marketing mix to match targeted consumer perspectives based on 

segmentation results (Wedel and Kamakura 2000). Market segmentation 

will be useful only if the effectiveness, efficiency and manageability of 

marketing activity are influenced substantially by discerning separate 

homogeneous groups of consumers. 

Therefore, given that traditional segmentation approaches most likely suffer 
from a lack of "actionability" (Wind 1978), due to either i) a lack of a causal 
linkage between the segmentation bases and consumer behaviours, or ii) an 

absence of indicative information for strategic implementation, such as 

which kind of product/service consumers want, advertising and promotion 

approaches that are likely to be most effective and preferred channels of 
distribution. In this respect, the MEC approach to market segmentation is 

believed i) to allow managers to efficiently satisfy customers with 

appropriate product/service offerings and ii) to deliver the most appropriate 

communication message for target groups based on the resultant means-end 

segmentation scheme (Reynolds and Rochon 200 1 ). 

It has been assumed in H3 (Chapter 6) that the resultant market segments and 

their cognitive structures provide actionable information for the later SMP 

stages in terms of- 
i) what brand offerings are provided to chosen segments 
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ii) how appropriate values may be communicate to consumers 

9.1.1 Providing the Value 

Once market segments have been profiled, the most fundamental decision a 
company faces is its choice of market or markets to serve. Evaluating the 

segment's overall attractiveness, and company's objectives and resources 
against consumer value perception, are therefore crucial. 

The resultant MEC segmentation, providing information on the consumer 

criteria for each product/service package, can thus inform organizations on 
how to i) identify appropriate segments, and more effectively design 

offerings for consumers; and ii) assess current brand offerings and, 

accordingly, adjusting the marketing mix to match consumer criteria. 

As the initial attributes for laddering were proposed in order of importance to 

interviewees, these attributes are then scored according to the same sequence. 
Table 9-1 summarises the total scores of each attributes (cited from Table 8- 

I on page 8-7), weighted within each cluster, which is subsequently used to 

prioritise consumer buying criteria. 

It is apparent that consumer buying criteria differs across various clusters; 
for example, price is a priority for consumers from cluster I "Family 

Focused" and they may not be concerned about factors such as stand by time 

or sound clarity; in contrast, consumers in cluster 3 "Career Focused" are 

more likely to be concerned about sound clarity, standby time and functions, 
but less likely to take price as an important factor in choosing products. The 

variance in consumer criteria therefore indicates possible discrete strategies 
for the satisfaction of specific groups of consumers, which, by extension, 

may further inform optimal resource allocation within an organisation 
(focusing on these attributes perceived key to a particular segment). 
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Table 9-1 Consumer Criteria by Clusters 
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Product design Appearance 7 8 1 1 4 LO z 2 
Marketing and Brand 2 1 1 3 1 
Sale 
Technology + Durability 7 5 4 2 5 1 1 
Manufacture 
Technology + Failure Rate I 3 3 2 
Manufacture 
Technology Functions 3 3 LO I 
Product d: ign + Operation 2 1 6 z 2 
Technol D 
Logistics Price 17 2 3 5 3 

Technology Radiation 3 2 
Technology + Sound 2 7 3 1 
Manufacture Clarity 
Technology + Standby 2 2 2 2 4 
Manufacture Time 

Note, data related to cluster 8 Inetworkers"is not available as no population in the sample is ascribed to this cluster 

These consumer criteria are further assigned to key functions and roles 

within an organisation as shown in the first column of Table 9-1. 

Consequently, if cluster I "Family Focused" is chosen as the key target, 

enhancing logistics and reducing manufacturing costs is crucial to reduce the 

product price; whilst, it is apparent that the implementation of advanced 

technology and improvement of technology related product indices such as 

sound clarity and standby time are important to serve consumers from cluster 
3 "Career Focused". 

Based on these indicators, it is proposed that organisations may adjust the 

marketing mix to satisfy their consumers and better allocate internal 

resources. 

9.1.2 Communication of Value 

After adjusting the product package and marketing mix in accordance with 

targeted consumer groups, the next concern is to efficiently communicate the 

value provided to consumers (see Figure 9-2). As suggested by Porter 

(1985), in most cases, there are often variances between the value perceived 
by consumers and the value provided. Communicating with target 

consumers is therefore crucial to minimise gaps in perception. 

The MEC identifies personally relevant factors as a basis for consumers' 

preferences, and provides an understanding as to why these factors are 
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salient in the decision-making process. The resultant MEC for each cluster 

consequently offers a means by which to understand how concrete product 

meanings gain self-relevance and desirability to consumer, and further 

provides actionable guidance, enabling brand managers to deliver the most 

appropriate messages to targeted consumers. 

According to figures 8-8 to 8-16, illustrating the MEC cognitive structures of 
identified consumer groups, it is apparent that each of the 9 clusters has a 
distinct MEC structure, indicating the existence of various discrete 

communication and targeting strategies. Therefore, given that the "means- 

end conceptual isation of the consumer's cognitive structures" (MECCAS) 

model (see figure 5-5) enables an advertising strategist to understand 

consumers at a strategic level and to use this knowledge as the basis for 

developing alternative positioning and communication strategies, it is 

therefore appropriate to use it for analysing the advertising strategy for these 
individual consumer groups. 

The application of MECCAS on cluster 3- the "career focused" niche - is 

illustrated in Figure 9-3 as an example, where the resultant MEC structure is 

shown along the central spine. The left hand side of Figure 9-3 illustrates the 

developed executional ideas, scenarios, symbols, or feelings that will cause 

the associations between the MECCAS and means-end results in the mind of 

the consumer, which directly feed the creative process. 

The initial form of translated strategy represents the basic underpinnings that 

would create the desired connection; this then generates specific ideas 

thereby expanding the creative concept. It is suggested that simplicity and 
brevity of strategy specification in this manner, although apparently limiting, 

actually has the potential to serve the creative process exceptionally well. 

The example demonstrates that the MECCAs framework makes it possible to 

develop effective strategies based on the MEC results, and may also 

constitute a valuable tool for identifying the thrust of competitive advertising. 
Further, given that product positioning and communication strategy, as the 
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foundation for positioning, go beyond simply identifying the driving force 

behind a particular product category, MECCAS enables the communication 

to operate simultaneously at many levels; the resultant MEC elements of 

consumer motivation allow the communication to be more effectively 
integrated with those perceptual keys that are most likely to affect the 

consumer, and subsequently increase personal relevance. 

Further, the 9 consumer segments identified have differing value structures, 
indicating distinct MECCAs. Therefore, targeting offerings at the various 

consumer groups requires the adjustment of communication strategies in 

accordance with the unique MEC structures of the targeted consumers. 

Figure 9-3 MECCAS for Cluster 3- "Career Focused" Consumers 

MECCAS MEC SPECIFICATION OF 
MEANINGS 

(CONNECTIONS) 

Driving Force i No- Accomplishment ) Value 

the success in carcer gives me a sense 
or accompii. h. -nt. I enjoy the 
feelings. 

Leverage Point Success; 
ý Career Promotion Personal Relevance 

For me, increased contacthiliy can help 
to avoid potential problem% thus 
promote the potential chance for my 
career. 

Contactability; 
Consumer Benefit I. - Avoidance of' Product Bridge 

Problems 
tandby time' and 'sound clarity' are 

important for a mobile phone its they 
increase the contactbility which is the 
reason I use a mobile phone. 

Stan "Y lille: 

'So.. d Clarity; 
Message Elements Function; I 

Operation; 
Failure Rate 

9.2 DEVELOPMENT OF A BUSINESS TOOL ENSURING 

CONSISTENCY OF STRATEGIC MARKET 
PLANNING 

The previous section (9.1) has described the implementation of the resultant 

market segmentation and MEC structures in the strategic marketing planning 
process. It is apparent that the consumer segments identified, and their MEC 

9-7 



cognitive structures, indicate distinct NPD and communication strategies. A 

second issue is then, whether the brands present in the Beijing mobile phone 

market have identified these segmentation niches and, accordingly, provided 

appropriate product and communication packages to target these consumers? 
The results of such an analysis are further used as a benchmark to evaluate 

current brand offerings and advertising. 

As discussed in Chapter 4, within those maturing markets such as the mobile 

phone sectors in Beijing, i) from the demand side, consumers are becoming 

increasingly sophisticated and require a choice of products and services; 
further, the unique characteristics and value systems of Chinese consumers 

requires a finer segmentation scheme to be focus on more individualistic self 

relevance; ii) from the provider side, both international and indigenous 

brands operating in China have evolved to a stage at which marketing is 

essential to sustain their competitive advantages under increased competition. 

Given that competing in terms of both marketing and "consumer contacf' is 

imperative in the more mature markets in large urban cities, and whilst, it is 

contentious whether foreign MNCs can transfer the sophisticated marketing 

skills and knowledge gained from other international markets to the Chinese 

market; it is less than certain whether Chinese brands have the marketing 

tools required to transfer their knowledge of local consumers to product and 
brand offerings. 

The current brand offerings and advertisements evident in the Beijing market 

are therefore evaluated against the 9 niches, associated criteria and MEC 

cognitive structures, on the basis of hypothesis (1-13) discussed in Chapter 6; 

the expectation that the resultant MEC segmentation and consumer cognitive 

structure can be applied to assess the consistency of strategy marketing 

process will be tested, to determine whether the approach will allow 

organisations to reallocate resources to better integrate these distinct roles 
and functions. 
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9.2.1 Assessment of Product Offerings 

It has been already been established that consumers from differing segments 
have various perceptions of value against current brand offerings. Table 9-2 

summarises consumer comments (including both positive and negative 

observations) against each brand, indicating consumer perceptions of brand 

offerings by cluster. 

It is apparent that consumers across the various clusters have differing 

opinions regarding these brands, where, 
i) consumers from cluster 3- "Career Focused" - have the highest 

regards for Nokia, indicated as the highest frequency of positive 

comments whilst recording low negative comments (highlighted 

in Table 9-2); 

Motorola has a high frequency of positive comments from 

consumers within cluster 6- the "Image Conscious" -, whilst 
being very unlikely to attract cluster 5 consumers - "Stress 

Avoiders"; 

consumers' comments show no significant distinction across 

various clusters for Samsung, (indicated as a comparatively low 

standard deviation); 
iv) Chinese brands appear to have a positive image in cluster I 

"Family Focused", (although it is noted that a comparatively low 

sample size is associated with Chinese brands ;) and no negative 

comments are made across any cluster, with the sole exception of 

cluster 6 "Image conscious". 

Given that a comparison of brand offerings (indicated by consumer 

comments as shown in Table 9-2) with consumer criteria (shown in Table 

9-1) reveals how well the product attributes fit into consumers' criteria of 
each cluster, the extent to which the combination of product attributes for 

each brand agrees with that of each cluster criteria is further analysed. 
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Table 9-2 Consumer Perception of Brand Offering of Each Cluster 

Table Legend. 
P: Frequency of Positive Comments 
IN Frequency of Negative Comments 

Nokia Cluster I Cluster 2 CAuster 3 Cluster 4 Cluster 5 Cluster 6 Cluster 7 Cluster 9 Total 
P N P N P N PN PN PN PN PN P N 

Accessories _ a 0 
Appearance 9 1 3 2 4 2 22 92 32 11 31 12 
Brand 2 2 1 5 3 3 16 0 
Functions 3 2 3 1 4 1 22 41 2 1 19 7 
Marketing I 1 2 0 
Memory Size 1 0 `1 
Now Technology 1 3 2 5 1 
Operation 6 2 1 2 7 3 6 74 2 29 11 
Price 0 0 
Quality 5 5 1 11 2 5 61 2 3 37 4 
Radiation I 1 0 
Range Of Product L ines 1 1 2 0 
Size and Weight 2 2 4 1 1 11 22 11 9 9 
Service 2 5 7 0 
Sound Clarity 3 1 2 12 2 2 2 2 25 1 
Stand By Time I 1 1 3 1 31 2 1 10 4 
Word of Mouth 3 2 3 2 1 1 12 0 
Total 31 10 19 10 66 a 20 29 5 43 11 16 3 110 3 206 60 
STDEV 139 35 

Motorola Cluster I CAuster 2 Cluster 3 CAuster 4 Cluster 5 Cluster 6 Cluster 7 Cluster 9 Total 
P N P N P N PN PN PN PN PN P N 

Accessones, - 1 0 1 
Appearance 6 3 9 1 11 32 21 1 24 6 
Brand 2 3 2 1 2 10 0 
Functions 1 1 1 3 1 1 1 4 11 1 13 3 
Marketing 1 1 2 0 
Memory Size 2 1 1 0 4 
New Technology 2 1 2 2 7 0 
Operation 2 2 4 4 1 1 8 6 
Price I I 1 1 4 0 
Quality 1 3 1 1 2 3 14 1 1 2 6 14 
Radiation I 1 1 3 0 
Range Of Product Lines 1 1 2 0 
Size and Weight 3 3 1 1 2 1 2 11 2 3 1 15 6 
Service 1 1 1 2 1 
Sound Clarity 2 2 1 1 3 1 1 12 2 10 6 
Stand By Time 2 1 1 1 1 11 11 3 7 
Word of Mouth 4 2 

- 
8 1 

Total 24 10 16 6 29 14 62 a 11 21 4 7 4 64 111 65 
STOEV 788 3 59 
Samsung Cluster I Cluster 2 Cluster 3 Cluster 4 Cluster 5 Cluster 6 Clusier 7 Cluster 9 Total 

P N P N P N PN PN PN PN N 

Accessones 1 0 
Appearance 2 4 1 2 6 1 2 2 19 1 
Brand 2 1 3 0 
Functions 4 5 5 51 31 21 24 3 
Marketing 1 3 4 0 
Memory Size 11 1 1 
New Technology 1 2 3 0 
Operation 3 21 1 6 1 
Price 0 0 
Quality I 1 1 3 0 
Radiation 0 0 
Range Of Product Lines I 1 0 
Size and Weight I 1 3 2 
Service 0 1 
Sound Clarity 3 1 4 0 
Stand By Time 1 0 4 
Word of Mouth I 1 0 
Total 7 0 12 2 12 2 00 22 4 20 a 10 2 73 113 
STDEV 4 88 122 
Chinese Brands Cluster I Cluster2 Cluster 3 Cluster 4 Cluster 5 Cluster 6 Cluster 7 Cluster 9 Total 

P N P N P N PN PN PN PN PN P N 
Accessories 0 0 
Appearance 1 1 2 4 8 0 
Brand 2 1 3 0 
Functions 1 1 4 5 1 
Marketing 1 2 1 4 0 
Memory Size 0 0 
New Technology 0 0 
Operation 3 1 1 1 6 0 
Price 1 1 1 3 0 
Quality 1 0 1 
Radiation I 1 0 
Range Of Product Lines I 1 0 
Size and Weight 1 1 0 
Service 3 0 3 
Sound Clarity I 1 1 2 1 
Stand By Time 2 2 2 2 
Word of Mouth 1 2 

_3 
0 

Total 9 1 8 0 9 0 20 00 11 7 00 00 39 8 
STDEV 438 15 

Note data related to cluster 8 Inetwonkers" is not available as no Population in the sample is ascribed to this cluster. 
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The standard deviations between positive comments and criteria relating to 

each brand across consumer clusters are shown in Table 9-3. It is apparent 

that the more closely the brand performance within each attribute fits with 

consumers criteria (where close fit is indicated as a lower deviation value), 

the more likely that i) the brand can more accurately satisfy consumers' 

needs within a cluster, and ii) the company already allocates its resources 

optimally to this cluster. (The calculation process is shown in Appendix 16. 

Table 9-3 Assessment of Brand Offering against Consumer Criteria 

1. 
Family 

Focused 

2. 
Income 

Retentive 

3 
Career 

Focused 

4 
Health 

Focused 

5. 
Stress 

Avoider 

6. 
Image 

Conscious 

7 
Hedonist 

9. 
Value 

Conscious AVEDEV 
Nokia 029 0.08 0.11 0.60 0.08 0.09 029 029 014 
Motorola 025 019 012 0.47 0.14 0.09 026 022 008 
Samsung 020 0.21 016 0.12 0111 0.09 024 005 
Chinese Brands 018 019 015 044 009 003 

Note data related to cluster 8 'networkers"is not available as no population in the sample is ascribed to this cluster 

For example in Table 9-3 the offering from Nokia fits the consumer criteria 
in clusters 2,3,5 and 6; Motorola fits cluster 6; Samsung, clusters 6 and 7; 

and Chinese brands, cluster 6. This then appears to indicate the value 
proposition for each brand, embodied in its product offerings, and will be 

further discussed in 9.2.3. 

It is apparent that in some clusters, such as 1,4 and 9, the brands fail to 

provide appropriate product packages aligned with consumer's criteria (it is 

most likely that these clusters have not been previously identified or are not 

sufficiently attractive); in contrast, in some clusters such as 6 "Image 

Conscious", all four brands have targeted this niche, leading to a high 

competition within this cluster (it is most likely that these brands presumed 
that new and novel products are the only or dominant criteria for consumers 

purchases and have failed to acknowledge that different consumer groups 
may have differing goals or values that are reflected by various buying 

criteria; this bias may thus lead to a heavy focus on NPD and the 
implementation of new technology, resulting in a product that fits only 
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consumers from cluster 6 where product appearance and new functions are 

the two most important criteria. ) 

Further, it is apparent that a low average deviation in the values in each of 

the rows (shown in the last column of Table 9-3) indicates that the product 

offering deviates consistently across all clusters, which is attributable to an 

undifferentiated strategy or a failure to differentiate the distinct consumer 

clusters (as shown in the first case of Figure 9-4). However, where an 

offering represents a particular cluster, and therefore a low discrete deviation, 

this is likely to result in a larger overall AVEDEV, as the range of deviations 

across all clusters will be larger. This equates to a focused strategy. 
Conversely, it is unlikely that an offering could meet the expectations of all 

clusters simultaneously, which would therefore result in consistently small 
deviations across all consumer groups (as shown in the second case of Figure 

9-4). 

Consequently, Nokia, having the highest AVEDEV value, demonstrates a 
differentiated strategy and is comparatively efficient in targeting selected 

consumer groups. In contrast, both Chinese brands and Samsung show 

undifferentiated, and therefore weak, targeting strategies. 
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Figure 9-4 AVEDEV Indication of Differentiation Level 

Product OfferIngs c 
Wth a I- AV 

W.. '. 1- f SU 

Product Offering. c 
(-itb a high AN 

Moon oIuie of SI) 

9.2.2 Assessment of Advertisements 

Further, given that each of the resultant 9 segments has distinct cognitive 

structures indicating the need for different communication messages and 

strategies, it is proposed that the cognitive structures of the resultant MECs 

be further applied to the evaluation of advertisements; This is undertaken by 

exploring whether the right messages at various MEC levels are 
communicated to targeted consumers. 

Four television commercials representing the four brands (Nokia, Motorola, 
Samsung, Haier) have been selected for this analysis. The four 

advertisements were released in 2003 when the interviews were undertaken, 
and have been selected based on their nomination for the "My Favourite 
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Mobile Plione Commercial 2003" competition, held bý CUIN (Chinese 

Central Television). All of' the four ad veil i sernents \, kere released for the 

pUrpose of promotino built-in camera phones with the nev, ý function of Zý 
PiCtUre messaji-io". The IOUr adverts are evaluated as follows. tn CN 

9.2.2.1 Nokia Advert 

The Nokia ad presents a complete scenario, \, \here a professional is assloned I 
a task of meeting a chou he has never met: with the aid ofthc mobile pholle 

(expkAting the Vchwe message functiony he cmnQews Me UK successIbIV. 

as H%trated in 'rabic 9-4. The metaphor is used to create an associatkin 

Product Nokia 6100 
Release Time 04-05,2003 
Channel CCTV-1 (China Central Television, Channel 1) 
Narratives At the airport, a working man in a professional suit was meeting a foreign client he had never met 

When he saw three foreign men walking out of the gate, he took a picture of them and sent it back 
to his secretary via the mobile phone and asked her to confirm which one is the client 'David" 
Instantly, at the moment he received David's picture replied by his secretary via mobile phone, 
David waved to him and he was surprised to see David was a short and young mail instead of the 
three big and tall guys. The tagline isý "delicate and small, but can do big things" 

The ad has been assessed against the MECCAS staternents, to predict tile ad 

effect. The rationale for this is that i) the importance of operating at all 

MECCAS levels \vas considered to be important (Reynolds and Craddock 

1998), tlierebv ensuring as much personal relevance as possiblc could be 

translated to the product as \Nell as bolstering message clements that permit 

positive product and ser,, ice diftcrentiation (Reynolds and Craddock 1998): 

and ii) the MECCAS levels have a sionificant inipact on the clTcct of the 

advertisement (Reynolds and Trivedi 1989: Genoler and Reynolds 1993). 

The following aspects are evaluated: i) what messages are communicated in 

this ad, ii) how strongly these inessaoes are communicated, iii) \\Ilat MF'C 

strUcture are constructed b\ these messages. and iv) which consunicr clustcr 
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the resultant MEC structure matches; these are shown in Table 9-5, where 
the resultant MEC elements (cited from Table 8-7) are listed in the first 

column as a benchmark. A three point ordinal scale is used to assess how 

strongly the communicated messages are relevant to the benchmark, and is 

calibrated to values of 0,60, and 100 following Gengler and Reynolds 
(1993), as shown in the second column (0: not relevant; 60: relevant; 100: 

strongly relevant),. The relevant statements are subsequently used to form a 
MEC value structure as shown in the third column "communicated 

messages99. 

It is apparent that the message elements relating to "picture message 
function", "size" and "operation" are clearly delivered; the audiences ought 
to readily learn that the benefit the new product can bring is efficiency, 
enhanced contactability, and convenience; the narrative creates a self 

relevance that "my work might need that too" or "if such a situation happens 

to me, this phone will help me get out of trouble"; subsequently, leading the 

audience to reach a feeling of pursuing "career success". It therefore appears 

most closely aligned to "Career focused" consumers. 
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Table 9-5 Nokia Ad Evaluation 

Communicated Cluster 3: Career Success 
MEC Statements Score* 

Messages - Statement (frequencies) 

Accomplishment 100 Accomplishment 4 10 Accomplishment (16) 

Belonging 0 

Family Living Standard 0 

Fun / Pleasure 0 

Inner Peace/ Contentment 0 

C, Longer Life 0 

I Self - Esteem 0 

Wisdom 0 

Confidence 60 Confidence 0 

Curiosity 0 

Promote Health and Safety 0 

Reduced Stress 60 Reduced Stress 10 

Responsibility 0 

f - Success 100 Success 4 10 success (10) 

Career Promotion 60 Career Promotion 40 Career Promotion (111) 

Increased Saving Disposable 
Income 0 

Other's Opinion 0 

Potential to Earn 0 

Better Guanxi / Friendship 0 

Affordability 0 

Avoidance of Problems 100 
Avoidance of 4 10 Avoldancd of Problems 
Problems (6) 

Convenience 100 Convenience 4 01 Convenience (5) 

Feel Attached To 0 

Strong Self Image 0 

C Trend follower 0 

9 
9 
1 Advanced/ New 60 ow (1) Advanced/ Now 4 Advanced/ N 

Beautiful 0 

Contactablity 100 Contactablity Contactablity (7) 

Familiarity 0 

Personality/ Uniqueness 0 

Portability 100 Portability -------- #ortability (1) 

Productivity 100 Productivity 10 Productivity (2) 

Quality 
Value / Price 0 

Appearance 100 Appearance 10 

Brand 60 Brand 0 

ic Durability 0 Durability (2) 
a 

Failure Rate 0 

Functions 100 Functions -0- Functions (4) 

Operation 60 Operation 4 10 Operation (2) 

I Price 0 

Radiation 0 

Sound Clarity 0 .4 Sound Clarity (2) 

Standby Time 0 4 Standby Time (6) 

AD shows reality 100 

Can laugh at situation 
: ý:: ý60 

Characters believable 1 too 
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Given the similarity of the resultant MEC structure with that of cluster 3 
("Career Success"), it is further compared with cluster 3 (as a benchmark), as 
shown in the last column of Table 9-5. It is apparent that a majority of 
messages within cluster 3 have been communicated in the ad, with the 

exceptional of the product attributes: "sound clarity", "standby time", and 
"durability"; in contrast, some elements, such as "appearance", "brand", 
"reduced stress" and "confidence" are communicated in the advertisement 
whilst not being relevant to cluster 3. At the same time, when comparing the 

strength of each element communicated with the frequency of the cluster 3, 

most of the messages communicated are consistent with consumers' 

expectations. The differences between the communicated structure and that 

of cluster 3 indicate possible improvements in the ad via more appropriate 
messages and focuses. 

The analysis reveals the MECCAS strategy for this ad as presented in Table 
9-6. It is proposed that the Nokia ad has communicated the right message 
elements, operates at all MEC levels, and i) stresses relevant product 
attributes, ii) illustrates the benefits they can bring to consumers, iii) uses the 
story to create personal relevance, and vi) finally translates personal value 
into the product. The statements stressed in the ad consequently construct a 
MEC structure that is highly consistent with those of consumers from cluster 
3 (career focused), accounting for 20% of the mobile phone market. This ad 
therefore appears to create strong appeal to audiences from a "Career 
focused" niche. 

Table 9-6 MECCAS Representation of Nokia Ad 

the work 
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9.2.2.2 Motorola Ad 

In the Motorola ad selected. an international appeal is used to promote tile 

new type phone. The ad includes two occasions where tile phone is used to 

take pictures to impress others and share fun. The main theme ofthe ad I'S 

that the new type of phone allows users to take picturcs at any spontaneous 

occasion, and to share the moment " ith friends as illustrated in Fable 9-7. It 

is apparent that both the characters and scenarios arc based on Western 

lifestyles and hU111OUr. 

Table 9-7 Motorola W D"cription 

Wý4, 

Product Motorola T720i 
Release Time 01-02,2003 
Channel CCTV-1 (China Central Television, Channel 1) 
Narratives A girl took a picture of a celebrity whom she happened to run into and sent it to her friends at 

a holiday via the mobile phone, at the beach, the friend received this picture message, 
meanwhile, a man passing by was attracted by a girl in a bikini and accidentally dropped ice 
cream cones from his hand onto another man's chest who was lying on the sand and the two 
cones looked like a funny bra on him 

, 
The girl took a picture of the events and sent it to 

another friend who is not on holiday. The tagline is " Hello Motor - Motorola T720t, rotateable 
camera, instant picture" 

It is apparent that the picture message function and brand are the Mo 

principle product attributes prornoted, leading to CO11SUincr hcriel-its of 

.. advanced", "new" and "trendy". The leverage points are enhanced 

communication \, \itli friends and offering a better impression to others: and 

subsequently deliver the driving force of "a sense of belon-ing" and -self- 

estecrn". as cNaluated in Table 9-8. 

In a similar manner to Nokia, the Motorola advert demonstrates strono Zý 
relationships with all levels of MFC statements, which are most consistent 

with the MLCS Ot'ClUster 6 (-Imagc ('011SCIOLIS") and cluster 8 "Nct"orkers", 

surnmarised in Table 9-9, -v\herc this would appear to account 1'01- 20% ofthc 

market. 
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Table 9-8 Motorola Ad Evaluation 

MEC Statements 
scor 

Communicated Messages 
Cluster 6: image Conscious 

0- Statement (frequencies) 

Accomplishment 0 

Belonging too Belonging 4 01 Belonging(10) 

Family Living Standard 0 

Fun / Pleasure r, 0 Fun I Pleasure 10 

Inner Peace/ Contentment 0 

Longer Life 0 

Self - Esteem 100 Self - Esteem 40 Self- Esteem(14) 

Wisdom 0 

Confidence 60 Confidence 4 0, Confidence(8) 

Curiosity 0 

Promote Health and Safety 0 

Reduced Stress 0 

Responsibility 0 

Success 0 

Career Promotion 0 

2 . 

Increased Saving Disposable 
Income 0 

Other's Opinion 100 Other's Opinion 4 10 Other's Opinion(l 9) 

Potential to Earn 0 

Better Guanxi / Friendship 100 
Better Guanxi I Better Guanxi I 
Friendship 4 Friendship(l) 

Affordability 0 

Avoidance of Problems 0 

Convenience r, 0 Convenience 4 0, Convenience (5) 

Feel Attached To 0 

Strong Self Image 100 Strong Self Image 4 jo Strong Self Image(3) 

Trend follower 01 Trend follower *------Io. Trend follower(8) 

A Advanced/ New 60 Advanced/ Now 4p Advanced/ New (5) 

Beautiful 0 4 Beautiful (6) 

Contactablity 60 Contactablity 10 

Familiarity 0 

Personality/ Uniqueness 0 4 Personality/ Uniqueness(7) 

Portability 0 

Productivity 0 
Quality 0 
Value / Price 0 

Appearance 60 Appearance 4- Appearance (21) 

Brand 100 Brand 4 10 Brand (2) 

Durability 0 

Failure Rate 0 

Functions 100 Functions 4 -10- Functions (4) 
*3 operation 60 operation 0 

;r Price 0 

Radiation 0 

Sound Clarity 0 

Standby Time 0 

= 
AD shows reality 0 

0 Can laugh at situation 100 

Characters believable 0 
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In analysing the executional Framework. it is apparent that Motorola uses all 
international ad that does not reflect the rcalit\ of' IiI'c to Chinese ColIS1.1111CI'S. 

and the humour used in the story may not be appreciated bý them. It is 

proposed that althOLloh the ad identifies the nolit niessape elements. 

consumer bcriefit. leverage point, and personal kalUes. it iriaý be less 

el'I'ective in translating these MFC elements into an CWC1.16011,11 1ranic\\ork 

that can he appreciated b\ the target consumers, thus \keakeiiino the ad ct'tcct 
I t7 "r 

to audiences madc Lip of-Image conscious- and "Networkers'" consumers. 

Table 9-9 MECCAS Representation of Motorola Ad 
Assumed Primaty Target Cluster 6 "Image Conscious" and Cluster 8 "Networkers" 
Driving Force --I--. -- -ing, and self-esteem 
Leveraoe Point Fnhance communication between friends, to "show off'/impress others 

rotateable camera 

9.2.2.3 Samsung Ad 

in contrast to tile prc\Ious examples. the Samsung ad slioý\s no plots or 

scenarios. simply illUstrating the rotate-able carncra I'cature mimicked by the 

movements of hunian boclý. The \\ell-portraýcd prodLICt 11111CHOWS and 
featUrCS. together \\ ith the stunning figures and lookino of the actor/actrcss. 

create a stronLl ., \isual impression to audiences. as "ell is implied cxual 

content on SUbtext. as illustrated in Table 9-10. 

Table 9-10 Sanisunp Ad 

7W 
AL 
Product Samstji), j 
Release Time 03-12.2003 
Channel CCTV-1 (China Central Television, Channel 1) 
Narratives The commercial illustrates the rotation features of the phone matched by the dance-like 

movements of a female and a male actor before a red screen Tagline is 'Take pictures no 
matter how to rotate it: versatile and colourful - Samsung Anycall" 
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Table 9-11 Evaluation of Samsung Ad 

MEC Statements 
Scor 

Communicated Messages 
Cluster 6: image Conscious- 

a Statement (frequencies) 

Accomplishment 0 
Belonging 0 elonging(10) 

Family Living Standard 0 

Fun / Pleasure 0 

Inner Peace/ Contentment 0 

Longer Life 0 

Self - Esteem 100 Self - Esteem Self-Esteem(14) 

Wisdom 0 

Confidence ro Confidence Confidence(8) 

Curiosity 0 

Promote Health and Safety 0 

Reduced Stress 0 

Responsibility 0 

Success 0 

Career Promotion 0 

V 
Increased Saving i Disposable 
Income 0 

Other's Opinion 0 Other's Opinion(19) 

Potential to Earn 0 

Better Guanxi if Friendship 0 
Better Guanxi I 
Friendship(i) 

Affordability 0 

Avoidance of Problems 0 

Convenience 60 Convenience 14 0 Convenience (6) 

Feel Attached To 0 

Strong Self Image 100 Strong Self image 4 No Strong Self Image(3) 

Trend follower 0 4 Trend follower(8) 

Advanced/ New looo Advanced/ New 4 No Advancedl Now (5) 

Beautiful too Beautiful 114 10 Beautiful (6) 

Contactablity 0 

Familiarity 0 

Personality/ Uniqueness 60 
Personality/ 

.40 Personality/ Uniqueness(7) 
Uniqueness 

Portability 0 

Productivity 0 

Quality 0 

Value / Price 0 

Appearance loo Appearance 4 IP Appearance (21) 

Brand 60 Brand 44 0 Brand (2) 

C Durability 0 

Failure Rate 0 

Functions 100 Functions 40 Functions (4) 

Operation 100 Operation 10 

Price 0 

Radiation 

Sound Clarity 0 

1 

Standby Time 0 

AD shows reality 0 

Can laugh at situation 0 

Characters believable 0 
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Evaluating this ad against the MEC elements reveals that a list of messages 
has been communicated as shown in the "communicated messages" column 
in Table 9-11. Given that the structure of messages communicated appears 
to be consistent with that of cluster 6 ("Image conscious"), it is compared 

with the MEC structure of cluster 6 "Image conscious". It is apparent that 

this ad has successfully identified message elements (shown in the lower 

levels of the MEC) with a strong emphasise on the product attributes (the 

new functions and rotate-able feature) and uses a strong sexual appeal to 

create a sense of confidence leading to a sense of self-image. However, it 

appears to be relatively weak in identifying the leverage point to create 

personal relevance to consumers, indicated as a lack of high level messages 

communicated as shown in Table 9-11. 

Therefore, it is assumed that the ad may be targeted at consumers from the 

"Image conscious" niche, who are after a sense of self-esteem and belonging; 

this may account for a 7.5% market share. The MECCAS representation of 

this ad is summarised in Table 9-12. 

Table 9-12 MECCS Representation of Samsung 

9.2.2.4 Lenovo Ad 

The Lenovo ad promotes a series of mobile phone products. Three 
fragmented scenes are put together to demonstrate three new functions 

respectively: picture messaging, handwriting input, and built in camera 
photography as illustrated in Table 9-13. 
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This ad is evaluated against the MF. C elements and the communicated 

messages arc listed I'Or each episode as slioxAn in Table 9-14. 

Table 9-13 Lenovo (Legend). Ad 

O"_0 

Product A series mobile phone products of Lenovo 
Release Time 01-07,2003 
Channel CCTV-1 (China Central Television, Channel 1) 
Executional The commercial contains three scenes. i) when a team of sportsman were celebrating their 
framework success in climbing to the peak of a snow mountain, one of them received a picture message 

of his wife and son, and he smiled with happiness: ii) when a music director is playing on the 
stage full of passion, an audience took notes via the hand writing input function. 61) in a 
wedding ceremony, a cell phone was used to take pictures of the bride and the groove when 
they fell into a pool with floating roses. Tagline is "Life becomes splendid because of you" 
"Technology creates freedom". 

The three episodes in this ad appear to present three fra&', mented themes. III 

the first episode (where a sportsman receives a picture nicssage of' his Canlilý 

whcn climbing to the peak of' a sno\-\ IIIOLIntain). "family' and -succcss" 

seems to be the dominant \alues it convevs whilst also dcnionstratim, a lack 

of' leverage point and iIICOI1SiStCI1t StRICture. the second episode (\\here an 

audience took notcs via the hand m-Iting input I'Linction when in a succcssFul 

concert) appears to be focused on the value ofcareer success: and in the third 

episode (%Oere a romantic moment ol'a \\edding, is pictured \\ith the hLIIld-iII 

camera function of' the mobile phone). **Fainilý- and -Io\ c- seems to he the 

main themes and similarly demonstrates a weak leverage point. 

It apparent that this ad has attempted to cover a range of' consumer oroups. 

which could irlClUde cluster I -Farnily focused" (episode I and 3). and 

cluster 3, "Vareer flocused" (episode 2). lloNwver. due to either a lack of' 
leverage point (i. e. episode 3) or being inconsisteric) in the means-to-end 

strLICtLII-C (i. e. episode 1), it appears neither of' the three episodes create 
logical MFC structures closel,,, matching that an\ ofthe 9 clusters and thus it 

is presumed that this advert will most likely to I'ail to create a clear brand 

taroet or achieve consumer relevance. and thus kýill ha%c a lok\ ad efTect. 
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Table 9-14 Evaluation of Lenovo (Legend) Ad 

Communicated Communicated Communicated 
MEC Statements Score Messages Messages Messages 

(Episode 1) (Episode 2) (Episode 3) 

Accomplishment 60 Accomplishment Accomplishment 

Belonging 0 

Family Living Standard 100 Family Family 

5 
z . 

Fun / Pleasure 0 
- Inner Peace/ Contentment 0 

Longer Life 0 

Self - Esteem 0 

Wisdom 0 

Confidence 0 

Curiosity 0 

Promote Health and Safety 0 

Reduced Stress 0 

Responsibility 0 

Success 60 Success Success 

Career Promotion 0 

0 Increased Saving 0 Disposable Income 
Other's Opinion 0 

Potential to Earn 0 

Better Guanxi / Friendship 0 

Affordability 0 

Avoidance of Problems 0 

Convenience 60 Convenience Convenience 

Feel Attached To 0 

Strong Self Image 0 

Trend follower 0 

9 Advanced/ New 60 Advanced/ Now Advancedi New Advanced/ New 

Beautiful 0 
2ft Contactablity r, 0 Contactablity 

Familiarity 0 

Personality/ Uniqueness 0 

Portability 0 

Productivity 60 Productivity 
Quality 0 
Value I Price 0 

Appearance 0 1 
Brand 0 

Durability 0 

Failure Rate 0 

too 4 
Functions 100 Functions Functions 

M ;r Operation 100 Operation 

Price 0 

Radiation 0 

Sound Clarity 0 

Standby Time 0 

AD shows reality 0 
- a Can laugh at situation 11 C 

Characters believable 0 
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In summary, among the four adverts analysed, the Nokia ad is presumed to 

have the strongest effect on consumers, primarily within cluster 3 ("Career 

Focused"), attributing to it: i) the communication of messages matching the 

target consumer group; ii) operating at all MECCAS levels including 

message elements, consumer benefits, leverage points and personal values; 

and iii) translating these messages within an appropriate executional 
framework. The Motorola ad has the same advantages as Nokia, and is most 
likely to attract consumers from cluster 6 ("Image Conscious"), but within its 

executional framework, the story and characters used in this international ad 

may not be appropriated by Chinese consumers, and the ad effect may be 

weakened. The Samsung ad attempts to appeal consumers from the "Image 

conscious" group, demonstrating operating at various MECCAS levels of 

message elements, consumer benefits, and personal values, but fails to 

identify a strong leverage point to create a strong self relevance to consumers. 

The Lenovo ad includes 3 fragmented episodes, each of which has distinct 

narratives and thus various MECCAS structures. Consequently, it appears 

that this ad may target consumers within the clusters I "Family focused" and 
3"Career focused". However, within each episode, the messages 

communicated appear to fail to construct complete MECs to match the 

individual MEC of any of the 9 clusters, thus it is presumed that this may fail 

to appeal particularly to any one group of consumers, and this ad is unlikely 

to appealed to most audiences. 

9.2.3 Assessment of Consistency within SIVIP 

The marketing view of business processes places marketing at the beginning 

of the planning process, and companies see themselves as part of a value 

creating and delivery sequence as illustrated in the "Strategic Marketing 

Planning" process (Kotler 2000) in section 2.5. Three stages are considered 

within strategic marketing planning: "choosing the value", "providing the 

value" and "communicating the value", as already discussed and simplified 
in Figure 9-2. Once the business has chosen the value (including segment, 
targeting, and positioning), the second phase identifies specific product 
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features, prices, and distribution routes, followed by advertising, and sales 
promotion. 

However, to most organisations, the key elements of the strategic marketing 

planning process - segmentation, new product planning and development, 

and advertising - are considered separately, are not well coordinated; and are 

often done by different people at different locations, both inside and outside 

the organization (Myers 1996). These distinct roles and functions in the 

strategic marketing planning process need to be carefully coordinated and 
integrated as they provide the basic foundation on which marketing operating 

plans are developed for each major product or service line. Evaluation of the 

organisational culture in this respect is therefore crucial. 

Following the previous sections 9.2.1 and 9.2.2, where the product offering 

and advertisement of the selected four brands have been assessed against 
consumer criteria and expectations, this section further analyses the extent to 

which current brand offerings are consistent with consumer expectations and 
hence the degree of conflict/separation between NPD and brand messages 

within the Chinese market. 

Given that, in the results in the previous analysis, i) Table 9-1 (Consumer 

Criteria by Clusters) indicates the chosen value stage of the strategic 

marketing planning (SMP) process; ii) Table 9-2 (Consumer Perception of 

Brand Offering of Each Cluster) indicates the value provided stage; and iii) 

Table 9-5, Table 9-8, Table 9-11, and Table 9-14 indicate the value 

communicated stage of the four brands respectively, comparing the three sets 

of data provides information on the consistency of SMP implementation 

across these four brands. 

The conceptual framework for Hypothesis 4 (1-14) is shown in Figure 9-5. It 

is apparent that different functions and roles are conducted by different 

departments and agencies; even where senior management acknowledge the 
importance of consistency in branding, it is still doubtful whether the 
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departments or agencies implementing the SMP functions share the same 

concepts, or whether the knowledge flow between these separate functions 

within and across organisations is consistent. The four brands are analysed 
in 9.2.3.1-9.2.3.4. 

Figure 9-5 Evaluation of SNIP Consistency 

Market NPD, Ad agency, 
Functions 

/V 
Research .............. Manufacture, ............. Sales, Retails, 

and roles Agency, Le. Le. Le. 

SMP Value Value Value 
provided communicated chosen 

Consumer Consumer Consumer 
buying criteria: expectations of perception of 

Indicator **. A 
brand/product brand 

............. 10 offerings: 4 .............. 10 advertising: 

Table 9-5 
Table 9-1 Table 9-2 Table 9-14 

9.2.3.1 Nokia 

Figure 9-6 summarises Nokia's segmentation scheme reflected in the product 

and communication strategy resulting from the analysis in previous sections. 

Evaluation of the Nokia product offering in 9.2.1 indicates that its product 

strategy has focused on serving consumers from 4 clusters, namely, "Income 

Retentive", "Career Focused", "Stress Avoider", and "Image Conscious", 

accounting for a total of 67.5% market share as shown in the left-hand side 
of Figure 9-6. 

At the same time, evaluation of the Nokia advert in 9.2.2.1 has revealed that 

within this particular advert Nokia has positioned itself to appeal audiences 
from cluster 3 "Career Focused", who use mobile phones as a means of 

achieving career success and further leading to a sense of accomplishment. 
For this group of consumers, functions, standby time, sound clarity, quality, 
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and operation are important, and they focus less on the product appearance 

and price. 

Because only one advert is evaluated in this thesis, it is impossible to draw 

conclusions on Nokia's brand communication strategy. However, based on 
the advert analysed, the "Career focused" consumer group that Nokia advert 

communicated to appears to be one of the targeted consumer groups, against 

whose criteria Nokia has aligned its product offerings. 

Figure 9-6 further highlights the possible value positions of the adverts (in 

dash lines) for Nokia to maintain the consistency in the two stages of the 

value proposition. 

In summary, it is most likely that Nokia have used a "selective 

specialization" pattern (see Fig2-2 in page 2-19) to select market targets, 

where various product lines are used to target various market segments. i) 

Within the selected market segments, Nokia appears to have provided 

products that match consumers' expectation, and ii) based on the advert 

analysed, Nokia appears to position itself with appropriate messages within 
targeted consumer group. 

Figure 9-6 Nokia Product and Communication Strategy 

Product Strategy Communication Strategy 

Cluster 2 1 ................ . .. Ad 1: 
'Inwme Retentive 

... 

..... ............................... 

.................................................. 

Cluster 3 Ad 2 (NokiaGlOO). 
"Career Focused' Cluster 3 

7 

"Career F 

Cluster 5 
....................... 

Ad 3. 
"Stress Avoider' .............. ...................... 

.... .................................................. 

Cluster 6 
: ... .................................................. 

Ad4 
Image Conscious ...................................... 

I 

... ........................................ ........... 
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Table 9-15 No ki 
Cluster 3: "Career Focus 

a "ithin CI us 
ed" 

tell-3 - Ca reer Focused- 

Brand Offering Brand Offering Communicated 
Buying Criteria 

(Positive) ýNegative) 
Message in 

Nokia 6100 Ad 

Accessories 
Appearance 22 127 48 31 3 
Brand 22 16 188 
Functions 222 6.3 31 3 

Marketing 
Memory Size 

New Technology 48 
Operation 133 11 148 18 8 

Price 67 
Quality 156 175 32 
Radiation 16 
Range Of Product Lines 
Size and Weight 
Service 32 
Sound Clarity 17,8 190 
Stand By Time 200 48 
Word of Mouth 48 

Further. Table 9-15 compares the brand offering and communicated 

messages xAlth the consurner criteria from CILISICr 1 to CXPI0rC tile 

consistencý of' the implementation of' SM13 reflected against product 

attributes. The important buN Ing criteria are highlighted in Table 9-15. It is 

apparent that most of' the consurner expectations in terms of' product 

attributes have been served and COMMUnicated. indicating a Strom, 

correlation betv\een markctino, NPD department and ad%crtising agencies. 
This can pcrhaps account Cor the high pref'erence score ýýitllin tile 

interviewed samples (see Table 8-4 in page 9- 13). 

9.2.3.2 Motorola 

Similarly, the assessment of the product offcrino (in 9.2.1 ) re\cals that 

Motorola has aligned its prodUCt attributes against the criteria of consumer I- 
group 6 -Imape COIISCiOLIS". in "hich consumers focus oil tlic appearance 

and functions ol'a mobile plione. 

I"Urther, assessment of' the Motorola ad in 9.2.2.2 demonstrates that this 

advert reflects the cognitive structUre of' clustcr 6 "Iniage Conscious" 

consurners and that Motorola lias positioned itself' via a \oung and trcndý 
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iniage, where the mobile phone IS Used to communicate ý\ith friends and to 

impress others. resulting in a sense of selfesteeni and belonging. 

As surnmarized ill Fi('Ure 9-7, it is apparent that Motorola have consistcntlý, 

provided prodLICt value and communicated appropriate messages to 

consumers within cluster 6, accounting I'Or 20% ofthe total market. Analysis 

of Motorola "ithin cluster 6 in Table 9-16 Further demonstrates this 

consistcncy. 

Figure 9-7 Motorola Product and Communication Strateg) 

Product Strategy Communication Strategy 

4 47ý= 

Table 9-16 Motorola viithin Chister 6 "Iniage Conscious" 
Cluster 6 Image Conscious 

Buying Critena I 
(, 0 

Accessories 
Appearance 

Brand 
Functions 

Marketing 
Memory Size 

New Technology 
Operation 
Price 

Quality 

Radiation 

Range Of Product Lines 
Size and Weight 
Service 

Sound Clarity 
Stand By Time 
Word of Mouth 

40 
6 

20 

4 
6 
14 

2 
8 

Brand Otfenng 
(Positive) 

M 

Brand Offering 
(Negative) 

17 4 
6 
7 2 

13 7 

11 2 

2 
4 4 
9 
4 
6 2 
2 

Commullicatf! d 

Message in 
Nokia 6100 Ad 

I lo%% ever. although it is apparent that the target market selection pattern used 
by Motorola is "'market specialization- (as shomi in Fio 2-2). \\hcrc a series 

of' prodUCts are provided to tar&let a single market segment. it is questionable 

, Ahether Motorola intends to target only 20% ol'the market. It maý he that i) 

the marketing segmentation SCIlelllC Used Cails to ldciitif'\ other consumer 

grOLIPS. Or ii) the product ofTering Iails to attract consumers fi-olll the 

remainim, consumer ()roups. In either case, the NSUltant segmentation 
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scherne proposed in this thesis is therefore especially useful to provide 

actionable information t1or segment targeting. and for providing product 

ofTerinos aligned against target expectations and communicatino appropriatc 
information to consumers, as discussed in 9.1. 

9.2.3.3 Samsung 

Samsung's product targeting strategy and communication straten have been L- Z-- I clý 

summarized in Figure 9-9. where the Samsung product offering, is aligned 

with clusters 6 "Image consciOLls" and 7 "lledonist", accounting, I'M, a total 

market share of 27.5%: the Samsung "Anycall" ad has flocused 
-specillically 

on consurners from cluster 6 Inia-e conscious". Nvhcre consuillel's JILINUe a 

sense of'self-esteern and belonging. Further, analysis ofthe product stratcoý 

and communication strategy vvithin ClUster 6 reveals a strong con-clation to 

consumer criteria as shown in 'fable 9-17. 

Figure 9-8 Samsung Product and Communication Strategy 

Product Strategy Communication Strategy 

Cluster 6 Ad 1 (Anycall) 
Cluster 6 

FImasgte 

Conscious 
imaoe Conscious 

Ste 
E 

lu r7Ad2 I ster 7 
H )domst 

........... 

Table 9-17 Samsung Nkithin Cluster 6 "Image Conscious" 
Cluster 6 Image Conscious 

Buying Criteria 

Accessories 
Appearance 
Brand 
Functions 

Marketing 
Memory Size 
New Technology 
Operation 
Price 

(Duality 
Radiation 
Range Of Product Lines 
Size and Weight 
Service 

Sound Clarity 
Stand By Time 
Word of Mouth 

Brand Offering 
(Positive) 

(%) 

Brand Offering 
(Negative) 

M) 

15 
9 

27 9 

9 9 

9 
9 

Message in 
Samsung 

Ansycall Ad 

40 
6 

20 

4 
6 
14 

2 
8 
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However, as with Motorola, it is debatable whether Samsung intends to 

target only 27% of the market or has failed to target a greater market share. 

9.2.3.4 Chinese Brands and Lenovo 

As summarised in Figure 9-9, the evaluation of both product offerings from 

Chinese brands (in 9.2.1) and Lenovo's ad (in 9.2.2.4) reveals that the 

product offerings are aligned with consumers' expectations of cluster 6, 

whilst the advert attempts to attract consumers from clusters I and 3. 

Analysis of the product offerings in Table 9-3 (on page 9-11) demonstrates a 
low average deviation of the product offering among all clusters, indicating a 
failure to differentiate the product. The product offering matches consumer 

criteria in only one cluster (cluster 6), accounting for 20% of the market 

share. However, within this cluster, all of the international brands analysed 
(Nokia, Motorola and Samsung) have targeted products, indicating a high 

level of competition. The advert analysis further reveals an inconsistency 

between provided and communicated value. According to Table 9-14, it is 

apparent that the ad fails to generate self relevance with the audience and the 

messages communicated are not consistent with the targeted consumers' 

value structure. 

It is apparent that the segmentation scheme reflected in both product 

offerings and advertising reveals that Chinese brands show significant 

inconsistency in implementation of strategic marketing planning, when 

compared with the other three international brands analysed. It is most likely 

that this inconsistency may be attributed to a lack of marketing skills and 

strategic planning. It is therefore argued that the method demonstrated in 

this thesis represents a valuable a tool in enabling mobile phone brands in 

China i) to choose an appropriate segmentation scheme that provides 

actionable guidance for the latter stages of SMP, such as NPD, and 

advertising; and ii) to assess current value propositions reflected in product 

offerings and advertisements, and to reallocate organisational resources to 

better reflect the expectations of targeted consumers. 
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Figtire 9-9 I. eito%o Product mid COFIlmunication Strategý 

.............................. 
El 

us tee rC6 
Ima: g onscou lýage Cc scous s 

Communication Strategy 

Ad 1 
Cluster 1- Family 
Focused 

Ad 1 
Cluster 3- Career 
F ocused 

Ad 2 

Table 9-18 Lenovo %%ithin Chister I -Faniilý Focused" 
(', ILjste, r 1 Family Focused 

Brand Offering Brand Offering 
Buying Criteria (Positive) (Negative) 

ý%) 

II 

(%) (1/0 

Accessories 
Appearance 17 10 
Brand 5 
Functions 7 10 
Marketing 10 
Memory Size 
New Technology 
Operation 5 30 
Price 40 10 
Quality 17 
Radiation 
Range Of Product Lines 
Size and Weight 10 
Service 
Sound Clarity 5 
Stand By Time 5 20 
Word of Mouth 

COMMUNCiAW1 

Messagein 
Nokia 6100 Ad 

As dernonstrated in Table 8-6 (on page 8-19), price. and marketing 

prornotion are the two main attractors for consumers in bl. Iý, illg ChilleSC 

brand mobile phones. it is surmised that the Chinese brands re\lc\ýed are 

most likcl\ intended to target these consurner groups to whom valLIC/priCC IS 

an important criterion (i. e. cluster I -famik focused". and cluster 9 -value 

conscious- consumers). Further. the literature review in 4.1.3 demonstrates 

that the adýantaoc of being able to access local resources, and react luickl\ 

to market demands. make it possible l'or indigCI1OLIs brands to pro\ idc 

consurners "ith competitive value. IIOWCVCI-, COMP, 1611,0 the PrOdLiCt 

ot't'ei-iiis4sa(,, aiiistcoiisLiiiiei-ci-itet-ia"itliliieacliClLiStCl-(SIIO\\II in'lablc9-1). 
L- 

it 'is apparcnt that Chinese brands denionstrate no signit icant ad\ antagcs over 
I'Oreism brands in alignino the product ofTerings, indicating that COI1SLIII1CrS I -- t- 
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within these clusters do not perceive the value the Chinese oltlcrings are 
intended to deliver. 

Given that the indigenous brands might taroet those oroups ill ý\Iiicll 

consumers consider price as an important criterion (i. e. clustcr I "Farnily 

focused"), the product offerings have to be alioned to these criteria. as shown 

in Table 9-1, here price is the most important criterion, k0ilst other 

technolo, gy related indicates such as sound clarity, standh\ time and 

operation are considered less important. This indicates that strate-gics and 

policies. that stren then logistical efficiency, hence reducino, the sale price, 9 

are therefore crucial ill satislýing this group ol'consuincrs. I: Lll-tllCl" in Order 

to build an audience's sell' relevance, enabling thern to perceive the value 

delivered, advert agencies need to generate concepts " ithin better 

communicate this value package to targeted Consumers. VIOLIN 9-10 

demonstrates the MECCAS for Cluster I -Farnily fOCUscd". It is apparent 

that the keý benefit to he communicated is the valuc/price of' the product. 

which further enhances the fulf-illment of responsibilit\. thus irnproýilw 

farrilly life. 

Figure 9-10 MECCAS for Cluster I -"Family focused" 

MECCAS MEC SPECIFICATION OF 
MEAN I NGS 

(CONNECTIONS) 

Driving Force 10ý I III, II Value Bridge 

"Illik III, Iý jlllp"11ý1111 It 11 
. 1W I. NIM , 11.1"v NOUr I- 

1: Eler---ge 
1ý Personal Relevance Bridge 

I ''t], Almd (11m, 1 -11 IIIIIý 
Im m% 1"Inik, 

E ,.:. 
ýr 

Be E, ý 
_ne 

f 
ý,, 

N. I I" Product Bridge 

I h, , wdh 1 1, ph, mc 1-, k, g-, d and I, 
I mm I1 1'. 

' alld nw, t ,I il II. j 

Im, vid- 11w hu'l N. Ahwl 
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9.3 SUMMARY 

This Chapter has demonstrated how the resultant MECs provide 

organisations with actionable segmentation schemes, thus informing product 

and advertising strategy. The discussion concludes that the MEC approach 

ought to be able to provide actionable information for organisational 

operation, and this further proves hypothesis 3 (1-13) with a medium level of 

confidence. 

Further, in this Chapter, the resultant MECs for each consumer segment have 

been applied to assess i) the value proposition, ii) product offerings, and iii) 

selected advertisements, of the 4 brands present in the Beijing mobile phone 

market. The analysis demonstrates that discrepancy exists amongst the three 

key stages of the strategic marketing planning process (SMP) in terms of 

value proposition, for most brands analysed. This demonstrates that the 

MECs may be used as a tool to evaluate the consistency of the SMP and 
further inform resource allocation across the various functions and roles 
(related to Hypothesis 4). However, considering that the analyses are based 

on the secondary data with an absence of information on some key stages of 
SNIP for certain brands, and that some assumptions have therefore been 

made (further discussed in 10.2.5 and 10.3.3), the confidence level for this 

assumption is relatively low. 
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Chapter 10 CONCLUSION 

Figure 10-1 Chapter 10 Structure 

10.1 
SUMMARY OF THE STUDY 

10.2 
KEY FINDINGS AND SIGNIFICANCE 

OF THE STUDY 
00 
0X 
z> 
0 
CM 

IF cn ; t) 
10.3 

LIMITATIONS OF THE STUDY Z 

10.4 
OPPORTUNITIES FOR FURTHER 

STUDY 

This chapter commences with a short summary of this study, restatement of 

the original objectives and hypotheses, as outlined in Chapter 6, and the 

validity given the evidence bases in Chapter 8 and 9. The chapter then 

summarises the main findings and contributions to knowledge, in terms of 
both i) methodology and ii) insight into Chinese consumer behaviour. The 

chapter concludes by reviewing the limitations of the study, and its 

implications for further studies. 
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10.1 SUMMARY OF THE STUDY 

10.1.1 Original Alms and Hypotheses 

With a dramatic and sustainable economic growth rate of 10% per year, 
China, as one of the big emergent markets, has drawn increasing attention 
from both academia and industry. Since the inauguration of the "Open 

Door" policy, the subsequent 27 years have seen a significant evolution in 

both Chinese consumers and those organizations operating in China. In 

many sectors, the increasing number of options available to consumers has 

fed the development of different personal values and resulted in variance in 

consumer behaviour, and increasingly intense competition. This has 

imposed imperatives on both foreign multinational companies (MNCs) and 
indigenous manufacturers to identify their value propositions, to provide 
desired product/service packages, and to communicate the value provided 

with appropriate messages to consumers. In order to achieve this, accurate 

market segmentation, as the initial stage of implementation of a strategic 

market planning (SMP), has assumed increasing importance. It is essential 
that the segmentation provides a fundamental understanding of the consumer 

perception of value and decision making within each segment, and 

actionable guidance for the later stages of SMP. Among the various bases 

for market segmentation, many have been seen to suffer from a lack of 
"causal" link with behaviour, and thus fail to provide accurate information 

for marketing actions. Within increasingly fragmented markets, discovery of 

these consumer defincd segments requires a more complex approach to 

segmentation that recognizes the purposefulness of consumer behaviour. 

The aims of the study therefore is to: i) generate a deeper understanding of 
Chinese consumers and their decision making processes; ii) identify value 

orientations of Chinese consumers to indicate distinct market segments; and 
iii) build case exemplars of market segmentation schemes for use as a 
business tool to inform each stage of strategic market planning process. 

It has been shown in Chapter 4 that means-end chains (MECs) are 
hierarchical cognitive structures that model the basis for personal relevance 
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by relating consumers' product or service knowledge to their self-knowledge 
(Olson 1995). In MEC theory, the product is defined by tangible attributes at 

the most concrete level; in contrast, very abstract, personal goals, or values 

that motivate behaviour, define the consumer; and the consequences of 

product attributes that help consumers satisfy or achieve their goals represent 

the cognitive link between the external product or service and the internal 

personal value orientation of the person. The MEC is value orientated and 

thus can serve as an initial basis for segmentation as values represent the 

motivations for behaviour. Unlike other value approaches to market 

segmentation, MEC theory recognizes that consumers interpret their world in 

different ways depending on the product and context of consumption 
(Reynolds and Gutman 1984). Using values as the only criteria for 

segmentation is not enough, and the MEC approach to segmentation 

recognizes that people learn to associate certain chains of ideas that connect 

a product service with self. Therefore, Reynolds and Rochon (2001) have 

proposed that hierarchical value maps (HVMs), summarising the MEC, 

provide a graphical representation of the perceptual marketplace; and that 

each pathway on the map represents a dominant perceptual orientation 

among consumers, depicting i) the value orientation of the consumer, and ii) 

the personal interpretations of how product or service fits with the 

consumer's personal values or goal. 

The author's contribution to this has been to apply means-end chain (MEC) 

theory to market segmentation in maturing sectors in China, to develop an 
improved understanding of Chinese consumer decision making. This entails 
both a study of its appropriateness to the Chinese consumer as a method, in 

terms of its ability to elicit information (especially given the consumer 
differences apparent in the communication and negotiation of reseach 
objectives), and the use of the resultant segments identified, and 
subsequently tested in terms of current brand offering and their market 
performance. As discussed in Chapter 6, the thesis has identified four 
hypotheses, on which this argument is based, summarised as follows: 
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HI: It is assumed that MEC models allow researchers to identify the three 
levels of consumer knowledge exhibited by Beijing mobile phone users; 
respectively, 

HIa: product attributes - representing consumers' buying criteria; 
HIb: consequences - representing what the product does or provides 

to the consumer at a functional or psychosocial level; 

Hlc: values - being cognitive representations of consumers' most 
basic and fundamental needs and goals. 

H2: It is assumed that when the MEC approach to market segmentation is 

applied in the Beijing mobile phone market, market segmentation is 

identifiable. 

H3: It is presumed that MEC segmentation enables marketers to effectively 
implement the 3 key stages within the SNIP process: 

1-13a: in "choosing the value" - choice of value by the organisation; 
H3b: in "delivering the value" - the development of specific product 

features, prices, and distribution routes to provide the value; and 
1-13c: in "communicating the value" - communication of the value to 

consumers via advertising and sales promotion. 

1-14: It is assumed that an MEC segmentation scheme can be applied as a tool 
to assess the consistency of the SNIP process across each of its stages 

and to provide guidance to link and integrate these distinct roles and 
functions in accordance with a consumer perspective. 

10.1.2 Methodology 

In order to identify consumers' MECs, laddering is the most popular 
methodology and has been applied successfully in academic and applied 
research (Hofstede, Audenaert et al. 1998). Two methods have been 

distinguished (in section 5.3): soft laddering and hard laddering. 
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Although much literature in section 5.3 and 7.1 has discussed the advantages 

and disadvantages of the two techniques, which appear to be largely depend 

on the objectives of a study, 3 pilot studies have been undertaken to explore 

the capability and limitations, respectively, of soft laddering, hard laddering, 

and adapted hard laddering in a Chinese context. Section 7.1 concludes that 

i) soft laddering appears to generate a deeper understanding of interviewees, 

and avoids imposing an existing cognitive structure on respondents, whilst 

requiring significant time and effort; ii) hard laddering is much simpler to 

administrate, and can thus be applied to a larger sample size, but appears to 

have a low completion rate, because the respondents do not know how to 

answer without any guidance, and iii) "adapted hard laddering", where the 

respondent is guided via MEC elements to complete the hard laddering 

questionnaire; demonstrates a significant improvement in completion rate. 

These experiments are described and analysed in Chapter 7. 

Given that the objective of the thesis is to generate a deep understanding of 
Chinese consumers, soft laddering was perceived to be more appropriate and 

an empirical study of 40 in-depth interviews was undertaken using this 

technique. The resultant MECs were used for market segmentation, and the 
"adapted hard laddering" experiment was demonstrated to be an appropriate 

technique for collating laddering data within a larger sample, should the 

study be extended. The design of the methodology structure is shown in 

Figure 7-2. 

The interviews were conducted in 2003 from a sample selected from a larger 

group of Beijing mobile phone users, based on age and sex, via an existing 
contact within a marketing agency in China. 

Analysis of consumer demographic references (income, education, and 

career) shows that the sample appears to correspond to the distribution of 
Beijing mobile phone users evident in other surveys (with a minor shift to a 
higher income consumer group, possibly attributable to the small sample 

size. ) 
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Given that no previous study has adopted a laddering interview method in 

the context of China, and that the nature of the laddering interview requires 

an understanding of the psychological and cultural contexts of the 
interviewees, the experience of conducting laddering interviews within this 

study is believed to provide significant insight for future studies. For 

example, it is widely acknowledged that "face" (referring to self-respect) has 

played an important role in shaping Chinese values and norms; this is 

reinforced by the laddering interview, which explores the underlying reasons 
for a certain decision, and where the "face" issue appears to be significant in 

the interview process. If the "why this is important to you" question is 

associated with sensitive aspects that the respondent is unwilling to answer 
(e. g. she/he can't afford it), it will be taken as "losing face" and lead to a 
false answer or a break down in the relationship between the interviewer and 
the interviewee. Whilst, in this case, a "third-person probe" is shown to be 

useful; it is especially crucial to build a relationship with the interviewee 

before the formal laddering interview commences. 

10.1.3 Evaluation of the Hypotheses 

The key findings discussed in Chapter 8 and 9 demonstrate that the four 

hypotheses have been proved to be true, as summarised in Table 10- 1. 

Table 10-1 Evaluation of Hypotheses 
Hypothesis Evaluation Confidence 
H11: It is assumed that MEC models allow researchers to identify the three Yes High 

levels of consumer knowledge exhibited by Beijing mobile phone 
users; respectively, HIa: product attributes - representing consumers, 
buying criteria; Hlb: consequences - representing what the product 
does or provides to the consumer at a functional or psychosocial level; 
H1c: values -being cognitive representations of consumers' most 
basic and fundamental needs and goals. 

H2: It is assumed that when the MEC approach to market segmentation is Yes High 
applied in the Beijing mobile phone market, market segmentation is 
identifiable. 

H3: It is presumed that MEC segmentation enables marketers to effectively Yes Medium 
implement the 3 key stages within the SMP process: H3a: in "choosing 
the value" - choice of value by the organisation; H3b: in "delivering the 
value" - the development of specific product features, prices, and 
distribution routes to provide the value; and H3c: in "communicating 
the value" - communication of the value to consumers via advertising 
and sales promotion. 

H4: It is assumed that an MEC segmentation scheme can be applied as a Yes Low 
tool to assess the consistency of the SMP process across each of its 
stages and to provide guidance to link and Integrate these distinct 
roles and functions in accordance with a consumer perspective. 
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Relating to hypothesis 1, MECs had been generated for Beijing mobile 

phone users, summarised in a hierarchical value map (HVM) representing 

consumers' cognitive structures used in decision marking (see section 8.3); 

this provides an understanding of their criteria for choosing among 

alternative products/serv ices, and how these salient criteria are relevant to the 

self. Therefore, it is apparent that in the context of China, the MEC is 

demonstrated to be useful in generating a deep understanding of consumers' 
decision making, including the three levels of cognitive structure: product 

criteria, physical and psychological benefits, and final goals and values. 

Based on the HVM, nine distinct market segments have been identified 

within the Beijing mobile phone market (see section 8.4); each segment 
showing discrete cognitive structures from others, in terms of buying criteria, 
consequences and personal values. This demonstrates that maturing markets 
in Beijing, typified by the mobile phone market, have developed to a stage 
that MEC segmentation is identifiable (H2). (However, it cannot be proven 
whether these sequences apply to other urban cities within China and no 
generalisation solutions be assumed. ) 

The resultant segmentation scheme appears to have advantages over 
traditional approaches, in respect of accuracy and action-ability as discussed 

in Chapter 9; this demonstrates that the MEC approach for marketing 

segmentation is an appropriate method for emerging and maturing markets 

typified by the Beijing mobile phone sector. The study provides both 

international brands operating in China and Chinese indigenous brands with 

practical tools, enabling them to evaluate current offerings and to adjust both 

product and communication strategies to align with consumers' expectations 
(M) and then indirectly re-align organisational resources in terms of goals 

and perspectives, key innovations and technologies. This demonstrates that 

the MEC segmentation may be applied to assess the consistency of the 

strategic marketing process, across each of its stages and provide guidance to 
link and integrate these distinct roles & functions (H4). (However, again, 
this cannot be proved as these may be other factors, such as organizational 
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culture and norms which prevent is implementation, or reinforces barriers 
between departments. ) 

The significance of these findings is further discussed in the following 

section. 

10.2 KEY FINDINGS AND SIGNIFICANCE OF THE 

STUDY 

10.2.1 Generation of an Understanding of Chinese 

Consumers' Decision Making 

One of the key findings of this study is the generation of MECs for Beijing 

mobile phone users. Given that means-end chain theory proposes that 

consumer product knowledge is hierarchically organized, spanning different 

levels of abstraction, the MECs therefore represent a firsthand attempt to 

elicit the various levels of consumer knowledge, which indicate Chinese 

consumer decision making. 

A list of product attributes, representing consumers' buying criteria, is shown 
in Table 8-1, where appearance, functions, operation and quality are the most 
frequently used criteria for evaluating product alternatives (in Figure 8-2). 
Further consideration of these criteria suggest that at different points of 

consumption, these may be of differing significance to the consumer (see 

Table 8-3); i. e. i) Before purchase, price, quality and functions appear to be 

more often considered than other attributes; whilst, ii) at the point of 
purchase, marketing, new technology, and the products' size and weight are 
more likely to attract consumers to buy the products; iii) in use - operation, 
functions and sound clarity have a more important role; and iv) after usage 
(at the point of disposal) - fewer criteria are relevant, and only quality, size 
and weight are considered, corresponding perhaps to Kano's "implicit 
dissatisfaction". 

10-8 



Secondly, given that personal relevance is central to understanding consumer 
decision-making, and is the main advantage of the means-end approach, the 

resultant cognitive structures for consumer decision making have further 
demonstrated how these criteria are of relevance to consumers. The HVM 
illustrated in Figure 8-7, depicts the aggregated mean-end chains (MECs) for 

Beijing mobile phone users. Within it, seven distinct consumer values are 
identifiable as goals and final ends for consumption. According to the HVM, 

it is apparent that various product attributes have served as the means, via 
different consequences, to achieve these goals. For instance, appearance and 
functions are the two main attributes which lead to a sense of self-esteem; a 

strong aesthetic or advanced functions may help to strengthen a strong self- 
image and to create a good impression on others, thus leading to an increase 

in confidence and further self-esteem; whilst, in order to improve family 

living standards, either avoidance of problems that will affect the potential to 

earn or increasing the value for money ratio and therefore, increasing 

potential savings, are two key paths. 

It is apparent that the resultant HVM has identified important personal values 

and product criteria used by Beijing mobile phone users, and further explains 
how these product attributes are relevant and how consumers use these 

product attributes to achieve their personal values. At the same time, any 

pathway from the bottom (means) to the top (end) is a potential chain 

representing a perceptual consumer orientation, and thus provides a basis for 

market segmentation. It is therefore possible that there may be many more 

segments and sub-segments which the sample has not identified, due either 
to its low size or its geographic location (i. e. within Beijing). 

In relation to the argument in Hypothesis 1, this finding demonstrates that 

the MEC is an appropriate approach for understanding consumer decision 

making. Unlike many of the other approaches, where little research has 

focused on understanding why these particular concepts are seen as salient 

choice criteria, the resultant MECs explain why consumers perceive these 

concepts to be personally relevant for their needs. Given that the key to 

understanding consumer decision making is personal relevance, the MEC 
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demonstrates clear advantages in this respect, as it enables marketers to 
identify the two key issues that underlie an understanding of that decision: 

i) the salient choice criteria that consumer consider in evaluating the 

alternatives; and 
ii) the reasons why those particular choice criteria are personally 

relevant to consumers. 

Further, although a considerable number of studies have applied MEC theory 

to understanding consumers in other cultures, it has never been applied in the 

context of China, either for understanding consumer knowledge or market 

segmentation, as discussed later. Given that within many of the Chinese 

domestic markets, typified perhaps by the Beijing mobile phone sector, 

consumer evolution and increasingly intense competitive has led to an 
imperative for understanding consumers; these findings are timely in 

providing organisations operating in China with an alternative approach 

which generates a deep understanding of Chinese consumer decision making, 

especially in the two key issues discussed in the preceding paragraph. 

10.2.2 Identification of Nine Distinct Consumer Segments 

Following analyses of the attribute-value linkages and consequences, 9 

consumer cognitive structures have been identified in chapter 8, respectively 
indicating 9 distinct consumer segments within the Beijing mobile phone 

market. 

The individual HVM for each consumer segment and their descriptions are 
shown in Table 10-2. Correlated with finding I discussed in 10.2.1, it is 

argued that the MEC enables an understanding of decision making within 
each individual consumer segment, in the following respects: 

what consumer personal values are, together with the motivations 
that drive them to make a purchase decision; 

what the salient criteria for evaluating choice alternatives are; 
how these attributes are relevant to the self, and how the attributes 

satisfy the final end of personal values. 
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Table 10-2 Consumer Segments 

Cluster 1: "Family focused" (17.5%) 
Pursues a good family living standards, and thus is concerned about the cost of the mobile and its impact on 

disposable income. 
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Cluster 2: "Income retentive" (15%) 
Attempts to minimize job-related problems hence ensuring sustained employment, and ultimately safeguarding 
living standards. 
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Cluster 3: "Career focused" (20%) 
Intends to maximize his/her efficiency and contact-ability resulting in career promotion and further greater 

accomplishment. 
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Cluster 4: "Health focused" (2.5%) 
Is concerned about health issues and thus the side effects of mobiles. 
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Cluster 5: "Stress avolders" (12.5%) 
Purses inner peace and feeling of contentment, in order to reduce stress, using the mobile as a means of 

minimising day-to-day problems. 
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Cluster 6: "Image conscious" (20%) 
Is concerned with self-image and the opinions of peers, and thus prefers phones with advanced functions and 
fashionable appearance to achieve a sense of self-esteem and belonging. 
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Cluster 7: "Hedonists" (7.5%) 

Pursues pure fun and pleasure, and thus perceives the mobile as a source of these goals. 
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Cluster 8: "Networkers" (0%) 
Intends to improve "guanxi" relations and friendships, leading to a sense of belonging. 
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Cluster 9: "Value conscious" (5%) 
Is anxious to broker the best financial deal in purchasing the mobile in order to achieve a sense of containment 
and to feel Wse. 
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It is apparent that each consumer segment has a distinct cognitive structure, 

reflected by these aspects, indicating distinctive value systems and decision 

making processes. It is argued that this demonstrates that MEC 

segmentation in the Beijing mobile phone market is identifiable, and 

correlates to hypothesis 2, which assumes that, in the maturing sectors of the 
Chinese domestic market, a significant increase in the variance of consumer 
behaviour will lead to requiring a more complex approach to segmentation 
that recognizes the purposefulness of consumer behaviour. In this respect, 
this finding demonstrates that the MEC is an appropriate approach in the 

context of China. 

The implementation of the findings in assessing those brands present in 

Beijing (in section 9.2) has demonstrated that the MEC approach is 

appropriate to segmenting maturing markets of China. This is reflected in 

the two aspects: accuracy and action-ability. (Note that it can also be 

applied to less mature markets; whilst, it might result in fewer clusters, this 

might provide insight into pre-emptive brand development in emerging 
markets. ) 

As the first stage of a strategic marketing planning process, market 

segmentation has been shown to be crucial in informing the latter stages of 
SMP with an appropriate value proposition, via product and brand 

development (see Figure 9-2). It is therefore a prerequisite that the 

segmentation scheme provides accurate information about the market. 
However, analysis of the value proposition in terms of product offering 
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reveals that most of the brands present in the Beijing market are not 

a ssociated with an efficient segmentation scheme. As demonstrated in 

Figure 9-4, it is apparent that: i) 3 of the 9 consumer groups have not been 

served by any brands analysed (namely, clusters I "Family focused", 4 

"Health focused", 9 "Value conscious"), accounting for a 25% market share; 
ii) cluster 6 "Image conscious" has been focused on by all of the brands, 

resulting in high competition within only the 20% of the market, whilst 25% 

of consumers are not served properly and cannot find their ideal product 
from an of the brands. This failure in brand targeting is most likely 

attributable to a lack of accurate market information in that the segmentation 

scheme typically used i) fails to identify some of the potential market niches, 

or ii) fails to provide actionable information for product strategy 
development, leading to a failure to align product offerings against 

consumers' expectation. In either case, the findings are important in 

providing accurate and actionable segmentation information for all mobile 

phone brands operating in China. 

Therefore, it is argued that compared with current segmentation methods 

which may be used by the brands present in the Beijing mobile phone market, 
the MEC approach provides a more complex and finer segmentation scheme 

with more accurate information, recognizing the purposefulness of consumer 
behaviour. 

As discussed under hypothesis 2, i) the MEC is value orientated and its 

approach to segmentation will enable marketers to identify consumers' 

personal goals and values within particular scenarios, ensuring a causal 

rather than be symptomatic analysis; ii) further to other value based 

approaches, MEC segmentation is not merely based on personal values, but 
identifies the chains/paths of ideas connecting a product or services with the 

self. The author contends that the findings of this study support the assertion 
that the MEC approach to marketing segmentation classifies consumers more 
accurately, based on a causal linkage to consumer behaviour, and that it 
identifies potential market niches, normally overlooked by other traditional 

approaches such as demographics and brand usage. 
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This capability is especially timely for maturing markets typiried by 

Beijing's mobile phone sector, where, although there is still market potential, 

competition has intensified significantly and consumers have become 

increasingly sophisticated. Failure to identify consumer groups will 

unavoidably lead to loss of brand position within those consumer niches that 

match best company competencies. What will determine whether 

organisations can sustain competitive advantage when markets become 

saturated, is the ability to identify i) new niches for product development or 

extension of existing product and service ranges, and ii) specific segments 

that are still within growth phases thus extending the product lifecycle. It is 

apparent that the identification of consumer segments is therefore timely for 

both international and indigenous brands, and thus it will provide them with 

opportunities to review current brand positioning in terms of product offering 

and communication strategy, and further optimise the allocation of resources 
to achieve this end. 

10.2.3 Provision of Actionable Segmentation for SMP 

Once a specific value combination has been chosen for various consumer 
groups to target, the next stage is to provide and communicate this value via 
prod uct/serv ice, advertising, and sales. It is apparent that instead of merely 
explaining differences among the specific respondents or segmenting the 

sample, the objective in segmentation research is to identify market 
opportunities and to further adjust marketing mix based on segmentation 
results to match targeted consumer perspectives. Assuming that marketing 
activity is influenced substantially by discerning and discrete homogeneous 
groups of consumers, the resultant segments should inform organisations as 
to actions for NPD and advertising. Reynolds and Rochon (2001), for 
example, propose that MEC segmentation allows management to efficiently 
target customers with appropriate communications and deliver the most 
appropriate message to the target. 
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As discussed in section 9.1, it is proposed that the resultant consumer criteria 

and MEC structures for each consumer group be applied as a tool for 

developing product and advertising strategy. Further, in section 9.2 

consumer criteria and MEC structures can also be used as a benchmark to 

assess brand performance. Based on consumer perspectives of value and 

their criteria for purchase, organisations can adjust their marketing mix to 

better appeal to target consumers with more appropriate product packages 

and communication messages. 

In this respect, the MEC approach ought to be able to provide actionable 
information for organisational operation. It is apparent that many 

segmentation approaches are limited in their ability to provide actionable 

guidance to managers, because the segments exist more in data than in the 

reality of the marketplace (Reynolds and Rochon 2001). In contrast, the 

MEC methodology promises to provide segmentation schemes that are 

actionable in practice and are thus more valuable than other approaches. 

This is especially useful for those Chinese indigenous brands who 
demonstrate a lack of what are conventionally required marketing skills. 
Although such companies have grown with an increase in the size of the 

market and capitalise on the advantages of local knowledge, share has not 
increased subsequently. It is apparent that competitive advantage can be lost 

if companies fail to take advantage of segmentation in the market, and 

decision making based on intuition and subjective experiences do not sustain 

competitive advantage. The author contends that the resultant identification 

of market segmentation should enable the marketer to more closely match a 

product or service to the needs of the target market and thus help to build a 

stronger competitive position. 
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10.2.4 Provision of a Tool to Assess the Consistency of the 

SMP across Each of Its Stages 

In Section 9.2, the resultant MECs of each consumer segment has been 

applied to assess i) the value proposition, ii) product offerings, and ii) 

selected advertisements, of the 4 brands present in the Beijing mobile phone 

market. It is apparent that discrepancy exists amongst the three key stages of 

the strategic marketing planning process (SMP) in terms of value proposition. 

The analysis of the SMP of the 4 brands therefore provide examples using 

the MEC approach to assess the consistency of SMP across each individual 

stage, and identifies the ideal positions in which the different functional units 

might adjust themselves against the value proposition of each brand. 

To most organisations, the key elements of the strategic marketing planning 

process - segmentation, new product planning and development, and 

advertising - are considered separately, are not well coordinated; and are 

often done by different people at different locations, both inside and outside 
the organization (Myers 1996). Given that these distinct roles and functions 

in the strategic marketing planning process need to be carefully coordinated 

and integrated, as they provide the basic foundation on which marketing 

operating plans are developed for each major product or service line, this 

study proposes an effective tool to resolve the problems that are often 

overlooked within the organisational cultures. This tool should enable 
individual functions within the SMP to adjust their activities against the 

brand value proposition, and further to match organisational objectives and 
strategies. 

Further, it is worth noting that, within this approach, consumer perception of 

value is used as criteria to evaluate and align business process of each stage 

of SMP, as shown in the conceptual framework (see Fig 9-5). This approach 
is valuable in providing a complement to organisational strategy, as it 

reflects the marketing concept itself in that the consumer is placed at the 
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beginning of the planning process, and companies see themselves as part of a 

value creating and delivery sequence (Kotler 2000). 

10.3 LIMITATIONS OF THE STUDY 

Refering back to the aims as stated in section 10.1.1,40 in-depth interviews 

have been conducted within Beijing mobile phone users. Subsequently, this 

study has generated i) MEC structures indicating Beijing mobile phone 

users' decision making, and ii) identified 9 distinct consumer groups in 

Beijing mobile phone market and the MECs of each group. In doing so, it 

has i) provided constructive implications for mobile phone brands operating 
in China, and ii) demonstrated the MEC to be an appropriate approach to 

market segmentation and business strategy in this sector. 

However, despite these contributions, it is recognized that the study has 

limitations. 

10.3.1 Sample Selection 

It is acknowledged that the study is limited in sample size and coverage, and 

this may not provide statistically accurate information on market 

segmentation. Although the study has identified distinct consumer cognitive 

structures that indicate discrete market segments, the validity of these market 

segments needs to be tested against a statistically valid sample. (And this is 

proposed as a future study in 10.4.1. ) However, in the application of the data 

in demonstrating the evaluation of brands present in the Beijing mobile 

phone market, it has been assumed that these consumer niches arc to some 

extend indicate and represent different market segments. 

Further, in comparing the monthly income distribution of the sample with 
that of CIMAS's data (see section 7.2.1), it is found that, the sample shows a 
higher percentage of high-income interviewees and a lower percentage of 
low-income ones compared with CIMAS survey; further, the average income 

of the sample is 1,500 RMB higher than that of the CIMAS survey. Except 
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for the possibility of the depression of income in CIMAS survey, it is very 

likely that the sample selected has shifted to consumers with higher incomes. 

This may be attributed to the method of sample selection. Further, because 

the sample was selected with the assistance of a market agency, there is 

likely to be an implicit bias. 

I 
Due to the limited resources, geographic distance, and constraints of time, it 

has not been possible to undertake as comprehensive a study as would be 

accepted in industry. This does not however compromise its findings via the 

use of the MEC method, and hence its innovation and originality. From a 

qualitative perspective, the MEC has generated a deeper understanding of 

consumers, and therefore poses a valid process. 

10.3.2 Interview Process 

Soft laddering method has been used in the 40 interviews. Following initial 

contact with the interviewees via phone, place and times for interview were 

chosen by the interviewees. In some cases, interviews were undertaken place 
in public places or places that were prone to interruption. It is recognized 

that this might have affected the quality of interview. 

10.3.3 Data Analysis 

As one of the main findings, the study has identified 9 consumer groups 
indicating potential market segments. "Clustering" is the main technique 

used in the analysis of the interview data as discussed in section 8.4. The 

MEC types were identified when samples demonstrated a strong clustering, 

and the clustered groups of MECs were named based on the key 

consequences or values within the MECs that can be distinguished from 

other types. However, it is recognised that the 9 MEC clusters might change 

when tested in a larger sample; for example: some clusters identified in this 

study might not exist; the proportion of each cluster might change; and new 

clusters might appear in a larger sample. As suggested in 10.4.1, a survey 
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based on the findings of the study is therefore recommended for future study 
to verify these MEC types. 

Within the data analysis process, a gross assumption has been made: 
Chinese brands have been grouped as a single entity, assuming that they 

provide similar product offerings with similar brand positions. The rational 
for doing this is that the sample size related to Chinese brands is 

considerably poorer for analysis. One basis of this is that when compared 

with foreign brands, Chinese mobile phone brands have demonstrated similar 

approaches to marketing evidenced in existing literature. 

Further, in Chapter 8, four advertisements have been evaluated against the 

resultant MEC elements and structures in order to demonstrate one potential 

application of the results. One clear limitation is that the four advertisements 

are scored using an expert panel instead of testing them among a sample of 
Chinese consumers, and whilst it is acknowledged that the evaluation results 
is unlikely to be representative of the targeted audiences, this has been 

unavoidable due to limited time and resources. However, the outcome 

would appear to demonstrate validity of the intended application. 

10.4 OPPORTUNITIES FOR FURTHER STUDY 

10.4.1 Survey 

This study has identified 9 distinct consumer groups following identification 

of distinct MEC structures from 40 in-depth interviews undertaken with 
Beijing mobile phone users. In order to provide estimates of the relative 
sizes of the segments and additional quantitative information focusing on 
perceptual differences between the segments, a secondary set of surveys are 
recommended to verify the results, as suggested in Figure 7-2. 

In such a survey, the resultant MEC value structures of consumers should be 

tested among a statistically valid sample, selected from Beijing mobile phone 
users. The "adapted hard laddering" methodology is suggested as a means of 
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collating data, where the respondents should be asked to construct MECs 

based on a list of provided MEC elements resulting from this study (see 
Table 8-1 for the suggested list of attributes). 

It is expected that the results of the "adapted hard laddering" survey may 

refine the value structure and proportional representation of each cluster. For 

example, cluster 8 "Networkers" appears to have as a distinctive value 

structure from the MECs generated, although no interviewees are assigned as 

members of this cluster due to the small sample size. An additional survey 

would therefore explore whether this type of value structure is sufficiently 

significant to construct an individual/discrete segment. Further, comparing 
the results of the proposed survey and the study would generate insight into 

the differences between hard laddering and soft laddering. 

10.4.2 Time Issue - Evolution of the Marketplace 

It is also acknowledged that China has undergone dramatic changes in its 

economy and society over the past 20 years, leading to a. remarkable 

evolution in both the Chinese consumer and those organisations operating in 

China. Given that market segments are also changing as rapidly, a further 

suggestion would be to explore the effect of time on the 9 consumer groups 
identified, via a longitudinal study. 

Stability is acknowledged by many researchers (Wind 1978; Kotler 2000; 

Wedel and Kamakura 2000), as an important criteria for selecting an 

effective segmentation in respect to the marketing strategy formulation. Due 

to the enduring nature of personal value on which the MEC is based, it has 

been assumed that the MEC approach to market segmentation is more stable 

over time than other segmentation approaches. However, given the dramatic 

changes in China's marketplace, this might need to be revisited. 

10-21 



10.4.3 Extension of the Findings to Other Market Sectors 

Although the MEC approach has been tested within the Beijing mobile 

phone sector, it is debatable about the extent to which the approaches can be 

applied to other industrial sectors and regions within China. 

Whether the MEC approach can be applied to other industry sectors largely 

depends on the development level of these sectors within specific areas. 
Referring to the growth in "the number of major durable consumer goods 

owned per household" in urban China (in Table 4-4), the mobile phone 

market could be seen as a barometer for the evolution of consumer market in 

China, and potentially indicates the development of other sectors over the 

next decade, including, for example, the automotive industry. Further, as 

there is significant diversity between different geographic regions and 
demographic groups exist, it is assumed that the results of the MEC 

segmentation will differ considerably between consumers from various 

regions. The extent to which the Beijing is representative to other regions 
depends on many factors such as: whether consumers are more brand aware 

than in Beijing; whether there is a high brand concentration in Beijing; 

whether Beijing consumers face a greater medium exposure or availability of 

mobile phone products. 

Therefore, it is valuable to test the MEC approaches across various regions 

and industries to identify i) how representative the mobile phone market is to 

other markets; and ii) how representative Beijing is to other regions. These 

kinds of studies are valuable because for emergent markets such as mobile 

phones in rural areas, SMP based on value segmentation will help 

organizations generate sales and therefore increase market share; in contrast, 
for declining markets, such as white goods in big cities, identifying 

consumer value structures within each segment and possible new consumer 

groups will help brands to differentiate themselves more effectively from 

competitors. Further, it is apparent that the diversity of the MEC structures 

reveals the extent to which personal value inherent within consumers is 

consistent across various markets. 
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10.4.4 Cross Cultural. Comparison 

Following section 10.2.1, Reynolds and Olson (2001) thus believe that the 
WEC can not only describe consumer decision marking but also enable 
researchers to understand it". 

In this respect, the resultant HVM can be used to explore the differences in 

personal value reflected in decision making processes across differing 

cultures. Such cross cultural studies have already been conducted in some 
countries, especially in America and Europe (Pitts, Wong et al. 1991; 
Nielsen, Bech-Larsen et al. 1998; BREDAHL 1999; Grunert, Lahteenmaki et 
al. 2001); however, no MEC cross cultural study has been conducted in 

China. Although this PhD thesis has not explored this aspect further, it is 

recommended that the consumer value structures of Chinese consumers 
might usefully be compared with those of other cultures. 

The results of such a comparison would inforrn international organizations as 
to how to transfer market experience from other cultures to China. This is 

especially timely given that the Chinese domestic globally is a BEM (big 

emergent market), and has drawn increasing attention from international 
brands, who are entering a "second generation" stage where one of their 
tasks is localizing the product and brand offerings to match the unique tastes 

of Chinese consumers. 

10.4.5 Comparison with Other Segmentation Bases 

In section 8.4.3, the MEC consumer groups identified in the study were 
analyzed against key demographic references (age, income, and gender), and 
were further compared with Hofstede's cultural dimensions, and brand 

preference. The analysis goes a long way to proving the validity of the MEC 

approach for market segmentation, and further provides an insight into the 
significance of the segmentation approaches it is compared with. For 

example, analysis by gender (in section 8.4.3.2) concludes that gender is an 
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important factor in explaining the differences in purchasing behaviour and 
psychology, as it contributes significantly to consumers' value based 

cognitive structures. The gender distinctions are also reflected in a strong 

correlation with Hofstede's analysis of Chinese Cultures (in section 8.4.3.4). 

This, therefore, provides an opportunity for future research focusing on 

exploring other segmentation bases (see figure 3.2 for a matrix of 

segmentation bases) in the context of China, and more specifically gender, 

culture, and behavioural bases. 

10.4.6 Advertising and Other Marketing Strategy 

Formulations 

The results of the evaluation discussed in 9.2 demonstrate that advertisement 

evaluation via an MEC approach is appropriate, providing insight in the five 

levels of a MECCAS, which correlates closely with existing literature (Olson 

and Reynolds 1983). For future study, it may be valuable to use the resultant 
MECs as a tool to assess advertisements of brands in China within targeted 

consumer groups. It is expected that the MEC evaluation would help 

organizations to test advert affects and efficiency, and further inform 

advertising agencies as to value drivers, leverage points, executional 
frameworks, consumer values and communication messages. 

Further, the MEC results can be also applied to marketing strategy 
formulation as suggested by Botschen and Hemetsberger (1998). Although 

comparatively few previous studies have been undertaken in this area, it 

suggests that the MEC approach can provide insight and practical guidance 
as to the formulation of marketing strategy within China's context. 
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Appendix I INTERVIEW QUESTIONS 
Experiment 1- Soft Laddering (English) 

Part One: Personal Information 

1. Title: 

2. Age: 

3. Education: 

4. Job: 

5. Family Member: 

6. Annual Household Income: 

Part Two: Elicit Attributes: 
7. Do you use a mobile phone? 

a) Yes (please go to question 8) b) No (please go to question 12) 

8. which brand is your mobile phone? 

9. when did you buy it? 

1 O. what made you buy this particular one? 
(Could you describe what happened when you decide to buy it? ) 

I 1. how do you feel about it now? (What makes you like it? what makes you dislike 
it? ) 

12. have you ever used other mobile phones except the one you currently use? 

a) Yes (please go to question 13) b) No (please go to question 14) 

13. what brands were they? What makes you like it? what makes you dislike 
it? 
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Part Three: Laddering 
14. image you are now going to buy a mobile phone, what will concern you 

The most? 

The second? 

The third? 

15. you said ... is most important to you, why? 

16. you said ... is also important to you, why? 

17. you said ... is also important to you, why? 
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Appendix 2 QUESTIONNAIRE 
EXPERIMENT 2- HARD LADDERING (ENGLISH) 

Part One: Personal Information 

1. Title. 

2. Age: 
a) 18- b) 19-35 c) 36-45 d) 46-55 e) 56+ 

3. Job: 
a) Teacher b) worker c) officer d) manager 
e) self employed (business) f) Student g) self employed 
h) unemployed i) others 

4. Education: 
a) Master (+) b) Bachelor's Degree c) Diploma 
d) High School Graduate e) Middle School Graduate 
0 Primary School (-) 

5. Annual Income: 
a) 10,000 Yuan b) 10,001-20,000 Yuan 
c) 20,001-40,000 Yuan d) 40,000 Yuan (+) 

Part Two: Information about Mobile Usage 

6. Do you use a mobile phone currently? 

a) Yes, I use a mobile phone all the time. 

b) No. But I used to have one and plan to buy one soon. 

c) No. But I used to have one and do not plan to buy one soon. 
d) No. I have never used a mobile phone before and plan to buy one soon. 

e) No. I have never used a mobile phone before and do not buy one soon. 

Table 1: 

1) Motorola 2) Nokia 3) Sanyo 4) Siemens 5) Philips 6) Alcatel 
7) Sony 8) NEC 9) Panasonic 10) Samsung 11) Sony- 

Ericsson 
12) LG 

13) Ke Jian 14) Eastern 
Corn I 

15) Amorsonic 16) 

I 

TCL 17) 

I 

Panda 18) ZTE 

I 
19) Konka 20) Bird 1 21) Haier 1 22) Xiaxing 1 23) Others I 

7. If you use a mobile phone currently, which brand is it? (please selected from 

table 1 above) 

8. Which brand names do you like? (please selected from table 1 above) 
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The Most The Second The Third 

9. Comparing the brand names you choose in question 7, why do you like the 
first one more than the second one? 

Attribute One Attribute Two Attribute Three 

10. Comparing the brand names you choose in question 7, why do you like the 

second one more than the third one? 

Attribute One Attribute Two Attribute Three 

11. Comparing the brand names you choose in question 7, why do you like the 

third one more than the other brand names you have not choose? 

Attribute One Attribute Two Attribute Three 

Part 3- Laddering 

12. Among the attributes you filled in in question 8,9.10, which three are the most 
important to you? Please fill them in the first column marked '11" in order of 
importance. 

13. Row 1: 

" Why the attribute you filled in the cell marked *1 * is important for you? 
Please fill the reason in the cell marked "2"; 

" Why what filled in the cell marked *2" is important for you? Please fill the 

reason in the cell marked "3"; 

" Why what filled in the cell marked '3" is important for you ? please fill the 

reason in the cell marked '4"; 

" Why what filled in the cell marked "4* is important for you ? please fill the 

reason in the cell marked *4*; 
14. Row 2: please follow the same instructions of question 12) 
15. Row 3: please follow the same instructions of question 12) 
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APPENDIX 3 QUESTIONNAIRE 
EXPERIMENT 2- HARD LADDERING (CHINESE) 

T- -% ft - 'r, k rt $4 

2. 
a) 18 b) 19-35 0 36-45 V 
d) 46-55 e) 56V VI 

3. TJ: 

a) TOR - 1: 1ý4 
-L 

b) t??. * J-ý c) t'? - -(ý I'I 
* g) /14ý VJ T 

d) A ql e) VJ IP f)+ 

4. 
-Lfý: 

a) WIT b) T A. C) 1ýý ý-ý '"i't d)ýLJ%k3M'%AjQ OkAlMkini, 
f) g)12"HAkAWTA-bA h) f4lcL J%k 
0 4ý±- j) ri uhff, "Ri%k k) T rxj 1) U it 
5. *4kk: 

a) I )i TL 1ý4 T b) 1ýU5W-F. --2fi 0 2)jýEVJ. F. --3)j 
d) 4WU 

-L 

6. 
a) 
b) 1r1JU, QEi'ifl'&1i1fl' 
c) L{J1i, Iji 1Hfi)+J, 1JUTiWIJ 
d) QiiiJIt, 
e) &TYMA, *: f*ii-JMTnfVJ 

1) 7) 13) 4'101 18) 
2) i47 A *% V. 

'. 
1 8) NEC 14) 19) )Jttl 

3) 
-7j 9) 15) RIP 20) RAV 

4) 0i r1 10) 16) TCL 2 1) ri /'j, 
5) 1TV6 11) ih-0802--, Y-fý 17) tJ4 % '212) JOff 
6) 12) LG 

it Zfiffl -T-t)L? ON A M*-lp aI-A 
11 Vi ) 

H 

, J=. GBA* 

rMA% -4 A 
M -= 'Aff- xx 

9.1 L2, ? r- ful M7 q-1 A 4f- T l, J,, Id llft- V IYJ -T- VLA fg, A r, Xlý IYJ ON q* IIT- DIX Ifl &4 nkf J AI di T VI w"w fR- iIý PT, Fa 4)(k'L ? 

Nk -W h-, 7 

Appendix 3-1 



pq A--, 
10.1,2,1FRO 7 qA !I If MiLb, A ýXff-X%lY. JT-VLr-., Wrj 

! 2rIA4Tml M-: 14Am, 

pq A 
11. ! L'-, V- fwl MR50 7 LP314T Wj L4,; P, ý 9-A IYJ -TVL rlw 19 Iyulor"Mu- Ax NAU. -fiý21" N [W 

PI A 

ýITAJM, ý-Laddering 

"fA V, 12. LrTjf, -, jM8,9,10 
ojlýrp, AMUMV 

4, ,. 13. JA. 72rý ATKI 4j Wj I), iH 41 16J ly-I JýI LIJ '-ýI- ilý 
;"A: ". Sý 2 Oj,, k'T 

iY, jk-: 

*A ! k,. '7LhMl 2, A] Ornjl'iý 3 -, ý; 'l 3 T. (WC-7R: ". . (JAA. IiY21YJJý; ý') )(I-le 
, 
)ý-XI#WZZMV. 

-" 4MM, Z: frAý, ý 2 rýIJAAM. 
M ft iýl XII ! Ll I, IV? 

L , 7cht! 
ý 34; '12 4 

4Hný AL-: fl-, A53-1 

0 11 li, ý, '-" h3V1 59 
Jlý . ju ri 

14. 
, ic lz l± P] ZU, 

'IJ -'hU -' 'IT ' ITIR -'Ij% 15. n! k' A7ýC FT. =ff OFfiff 
--zMr. 

140 1ý 74T, fME4T., Jff IYJ IZ- 4'7ýc 
it It Ma- 

Appendix 3-2 



,- ýE 
C, 4 - 

. -3 

,; ýz 
=g 

3z, eý 

JIR WA 

0) 



co 
1-1 

D 
Cl) 
w 
m 

me 
x 
a 
z 
LU 
a. 

(D 
z 
Qý 
w 

r 
1 

C14 
I-- 
z 
w 

w 
CL 
x 
w 

a 
0 
0 
0 
"1 
0 
0 
0 

I+ C'4 + '4 

00600 Cl C> ý' a0ý ooeqo - c; 5 Cl p C; 

d) cn 

t t-2 
= :3Z. -�, 2= Un to 6) uo 0 -� > Co (0 

V) Ln Uli til) Ul> LO In Uli vý 
nnmmnnn v)n 

d) cß & dý & cý d) d> d) 

AAA DA 
m Co (U m m EAEEAAAEE 

MM M M CU M 
L2 Q) 0, 0) a) 2 LL U- E Z; E LL. Li- 

2: 3 
9: 

3 LL L 
ci 

L 

. cS- cý ei ni ui (6 rz Co a) -- 

CA cFc .0 0 
m U) 0tI 

E 12 Eq 
Eý ý,. 

A? C, co , C, 
U) zu) u)(nmzo 

c 0 CO) 

Co 'cm0 
ui 

00000 u) u) (n Z2 zo 0 

9 
rn 

0) Cf) .6 
crM 'r_ 

=Z, taw 

E :2E0 
00 (a 0 (a 0 zz 0) z U) ý 0. (h 

cc 00 
WW 

AU AU te : ý, 00, >ý 
je je 

0 
je C- i5 16 c 00 00 

zz (nz(n22g(21 

>. >>-»>-)->-)- 

cq li L6 06 a; ci 

10 



M 

c3) 
A 

8 
c !a 
cc (D 

0 E 
tu 

E 

0 Zü -0: a Co LL , 10 
(U 0 

c CLM 
:, il 23 

LL (0 IZ <2 u) 

r- cc Zý 
Z a) = 82 
0 CL 

a 
TTA? (a 
M ? 

-' m 2! 1.9 LL Co 

"R cr 
CL :3 CL :30 to CL 0.00 =) < 

Co 

a) 

m 

E 
(D C P: r- 

-Z 
a) Q) c CL C CD T 

0. '2 

05 --, 
F U) co -! F, 

RD IS 

> 
CCMSRS!! 
on :3c :3 

0 V) ak0 0- Cl - 

km 221 * Li- o. 
K(V 

LL i 

e4 Ci `i Lei eis rz od 0; 
ö :g1 U-: 

N oi q: ui (6 ri cý cy; cs 



. 
Z> 

ý Co 
k 

M 

= Co 0m 

a Co k 01 024äo < e 
>, 
ZU e IE .- 2ý, 
c= -0 
0: a G) 

. ca 67 rm 
E 

«p ? CL. - - c0U0 0 
00 (U tE ! e cj U- ty w 2 

cu 
90 w 

.E ýu 0 >, 

: ý, . -2 r- <ru - LI = 
£2 En tu -01 
(0 or 

5ýra 
n c 

. 0.2 Em *ü 0wu 2äW 
c3) 2 he > 

cl <Af2 u) L 
221 eZ-. 
- (1) A «2 ü k3 MUM, c . :j- :3 c r- 

0- 0 a- cy ýD 
JL 

0 
LU 0= )0 
E _j . _CM -? r U CL, > 

:3 G) 
20b 

(0 0 

a. w CIWU) 

0 a . E 

r- Co Co 
21 LD 

cu 41 cu 
> r- 

t5 a) = cu (D r- Co 8 
r- a Co :3rZN CL Z !D i 0 

(L) cu eme Q) 
>. '. i =&=>9Z mm r- r 

CCL - 

gý5, r Z 
j43 

0 -ru 3 

4 c4 c-; .i Qi (ii rz 06 ci Nme to tý6 tz 06 cý 



(1) -V5 
)-- ý5 

2 co cu cý ý- W LL 

0. 

I 

Co 
LL 

ts 
-2 0 4) 

. 
(D 

a) (D 
Qý Qý 

f2 

m. =8 E0 tS 
'2 

a) 
Z" 
tu 
E 

F zý -A ýo c zý 0 a) w 
E 
A r LL 

29 
LL O_U) 

- m .- ý5 ? -, -z; 

-ýý ti- LA. -cc Ia. U) D01 

4 c4 HW Lfi (6 rZ cý ci c; 

Lp E tS 
O-E &Z 

(U :3 

*5 
Mv 

0 C. ) a Ll. (1) 

CL 

u 

V - I .' ýJ, .s cn 
' (U 

wä wu L ) 

im 
(0 

= .2 üý , cs A'h LL ý, c kt 
70 Co 2 

e 'p 
g&ýZR 9 :15, L) z5 Z -2 ý e( 

, ý: c4 Hi vi flý fi CO 
13 

11' 



Appendix 5 QUESTIONNARIE 
EXPERIMENT 3 -ADAPTED HARD LADDERING (ENGLISH) 

Part One: Personal Information 

1. Title: 

Age: 
a) 18- b) 19-35 c) 3645 d) 46-55 e) 56+ 

3. Job: 
a) Teacher b) worker c) officer d) manager 
e) self employed (business) Student g) self employed 
h) unemployed i) others 

4. Education: 
a) Master (+) b) Bachelor's Degree c) Diploma 
d) High School Graduate e) Middle School Graduate 
0 Primary School (-) 

Annual Household Income: 
a) 10,000 Yuan b) 10,001-20,000 Yuan 
c) 20,001-40,000 Yuan d) 40,000 Yuan N 

Part Two: General Information of Mobile Usaqe 

6. Do you use a mobile phone currently? 

a) Yes, I use a mobile phone all the time. 
b) No. But I used to have one and plan to buy one soon. 
c) No. But I used to have one and do not plan to buy one soon. 
d) No. I have never used a mobile phone before and plan to buy one soon. 
e) No. I have never used a mobile phone before and do not buy one soon. 

1) Motorola 2) Nokia 1 3) Sanyo 4) iemens 5) PhiliDs I Ica el 
7) Sony 8) NEC 9) P nasonic 10) Samsung 1i) Sony. 

Ericsson 
12) LG 

13) Ke Jian 14) Eastern 
Com 

15) Amorsonic 16) TCL 17) Panda 18) ZTE 

19) Konka 20) Bird 21) Haier 22) Xiaxing 23) Others 

7. If you use a mobile phone currently, which brand is it? (please select from 
table above) 

8. Which brand names do you like? (please selected from table above) 

The Most The Second The Third 
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Appendix 6 QUESTIONNARIE 
EXPERIMENT 3- HARD LADDERING (CHINESE) 

M-Mý: -T-MW 
1- 4ý, PT : 

2. 
a) 18 '0 ýk F b) 19-35 0 36-45 V 
d) 46-55 ýO e) 56 ýU ý4± 

3. 
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Appendix 9 INTERVIEW QUESTIONS 
(ENGLISH) 

Part one: Personal Information 

1. Name & Title 
2. Age 
3. Educat ion 

a. Doctor's degree + 
b. Master's degree 
C. Bachelor's degree 
d. Diploma 
e. Senior secondary school 
f. Junior secondary school 
g. Primary school 
h. Not educated 

4. Job 
a. Public sector 
b. Qualified professional 
C. Junior professional 
d. Middle/senior management 
e. Junior management 
f. Service sector 
g. Manufacture sector 
h. Self employed 
i. Free lance 
j. Domestic worker 
k. Non specific employee 
1. Not employed 

5. Income 

Part two: Experience 

6. Do you own a mobile phone? 
a. No, I do not own a mobile phone 
b. Yes, I do own a mobile phone 

7. Which brand do you use now? 

8. What attributes of the phone made you decide to buy it? 

9. Are you satisfied with the phone you are using now? 
a. No, I am not 
b. Yes, I am. 

9a. What attributes make you feel satisfied with it after a period of using? 

9b. What attributes make you feel unsatisfied with it after a period of using? 

10. Except for this mobile phone, have you ever used other phones? 
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11. If yes, what brands are they respectively? 

12. What made you satisfied with them? 

13. What made you unsatisfied with them? 

14. Name three mobile phone brands in order of your preference, and give the 
reasons. 

15. You have brought forwards some attributes that concern you according to 
what we just chat about; would you rank them in order of importance? 

Part three: Laddering 

16. In the list of attributes of question 15, what you think are the most important 
things to you if you will buy a new mobile phone now? 

a. The most important attributes 
b. The second important attributes 
c. The third important attributes 

17. You just said ... are the most important attributes to you, why? 

18. You just said ... are the second important attributes to you, why? 

19. You just said ... are the third important attributes to you, why? 
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Appendix 10 INTERVIEW QUESTIONS 
(CHINESE) 
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Appendix 13 LIST OF ATTRIBUTES 

Attributes Count 

I. Accessibility Of After Sale Service 
2 

2. Accessories (Earphone) 
1 

3. Accessories (Leather Cover) 
1 

4. Address Book Function 
1 

5. Advertisement / Media Exposure 
9 

6. After-Sale Service 
2 

7. Appearance 
33 

8. Auto Keyboard Lock (Folding Lid) 
3 

9. Availability Of Internet Downloading 
4 

10. Brand Awareness 
4 

11. Brand History 
2 

12. Brand Image 
1 

13. Brand Origin 
8 

14. Brand Reputation (Brand Merger) 

15. Brand Reputation (Many People Use The Brand) 

16. Brand Reputation (Market Size) 

17. Brand Reputation (No Big Price Cut Down) 

18. Brand Reputation (Size Of The Organization) 

19. Brand Reputation (Technology Support) 
20. Brand Reputation (The Culture Of The Organization) 

21. Brand Reputation (Time Of Entrance Into Chinese Market) 
2 

22. Brand Reputation For High Technology 
4 

23. Brand Reputation Leveraged From Other Products 
5 

24. Brand Reputation 

25. Broken Down Rate 
24 

26. Built In / Out Antenna 
2 

27. Changeable Colour Covers 

28. Colour Picture Message Function 
3 

29. Colour Screen 

30. Colour 

31. Dual Screen 
32. Durability 

26 
33. Face Expression 
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34. Familianty With The operation SystertVGet Used To IV Long Time Usage 
6 

35. Features 
36. Filter Function 1 

37. Folding / Slide Lid 9 

38. Font Size 3 

39. Friends' Recommendation 1 

40. Functionality I 

41. Games 6 

42. Hot Key 1 

43. Implementation Of New Technology 5 

44. Inputting Language 3 

45. Inputting Methods 6 

46. Key Board Arrangement 8 

47. Keyboard Size 2 

48. Many People Use It 5 

49. Material 2 

50. Memory Size For Address 5 

51. Memory Size For Text Message 3 

52. Memory Size 6 

53. Menu Language 9 

54. Menu Settings 11 

55. Mp3 Function 3 

56. Multifunction 10 

57. New Functions 2 

58. Operating System 7 

59. Physical Quality 9 

60. Pictures Of Screen Saver 1 

61. Price Of The Whýie package of Service 
9 

62. Price 13 
63. Product Launch Time 

2 
64. Product Launch Time 2 
65. Profession Level Of Service 

I 
66. Professional Recommends 

67. Promotion 
I 

68. Quality Of Signal Receiving 
16 

69. Quality Of Voice 14 
70. Radiation 

7 
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71. Radio Function 
4 

72. Range Of Product Lines 
5 

73. Recording Function 

74. Ring Tone 
II 

75. Screen Colour 
3 

76. Screen Saver Function 
2 

77. Screen Size 
9 

78. Seller's Recommendation 
2 

79. Size 
28 

80. Software Design 
3 

81. Speed Of Technology Improving 
1 

82. Speed Of Updating New Product Lines 
5 

83. Speed 
2 

84. Stand By Time / Talk Time 
26 

85. Style 
6 

86. Text Message Function 
12 

87. Voice Dialling Functions 
1 

88. WARP Function 
7 

89. Weight 
7 

90. Words Of Mouth 
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Appendix 14 LIST OF ATTRIBUTES 
(CATERGORISED) 

Attributes Count 
1. Accessories I 

a. Leather Cover I 
b. Earphone I 

C. Changeable Colour Covers 1 

2. Appearance 33 
a. Material 2 
b. Colour 5 
c. Style 6 
d. Built In / Out Antenna I 

e. Dual Screen 
f. Folding / Slide Lid 9 

g. Screen Colour 3 
h. Colour Screen I 

3. Brand 
a. Brand Awareness 4 
b. Brand Image I 
C. Brand Reputation I 
d. Brand Origin 8 
e. Brand History 2 
f. No Big Price Cut Down I 
g. Brand Reputation (No Big Price Cut Down) I 
h. Brand Reputation (Market Size) I 
I. Brand Reputation (Time of Entrance into Chinese Market) 2 
J. Brand Reputation Leveraged From Other Products 5 
k. Brand Reputation for High Technology 4 
I. Brand Reputation (Size of the Organization) 1 
M. Brand Reputation (Many People Use the Brand) I 
n. Brand Reputation (Brand Merger) I 
0. Brand Reputation (The Culture of the Organization) 1 

4. Functions 10 
a. Address Book I 
b. Filter Function I 
c. Games 6 
d. Mp3 Function 3 
e. Radio Function 4 
f. Colour Picture Message Function 3 
g. Recording Function 1 
h. Screen Saver Function 3 
I. Text Message Function 12 
J. Voice Dialing Functions I 
k. WAP Function 7 
I. Face Expression I 
M. Pictures Of Screen Saver 
n. New Functions 2 
0. Ring Tone 11 
p. Functionality 11 

5. Marketing 
a. Promotion I 
b. Advertisement I Media Exposure 9 
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Memory Size 

a. Memory Size for Address 
b. Memory Size for Text Message 

7. New Technology 
a. Speed of Technology Improving 
b. Implementation of New Technology 
C. Product Launch Time 

8. Operation 
a. Auto Keyboard Lock (Folding Lid) 
b. Hot Key 
C. Inputting Language 
d. Menu Settings 
e. Inputting Methods 
f. Software Design 
g. Menu Language 
h. Speed 
I. Key Board Arrangement 
J. Keyboard Size 
k. Screen Size 
1. Font Size 
M. Familiarity with the Operation System 

9. Price 
a. Price of the Whole Package of Service 
b. Price of the Phone Set 

10. Quality 
a. Broken Down Rate 
b. Durability 
C. Physical Quality 

11. Radiation 

12. Range Of Product Lines 

13. Size Meight 
a. Size 
b. Weight 

14. Service 
a. Accessibility Of After Sale Service 
b. After-Sale Service 
C. Profession Level of Service 
d. Availability of Internet Downloading 

15. Sound Cl arity 
a. Quality of Signal Receiving 
b. Quality of Voice 

16. Stand By Time I Talk Time 

17. Words of Mouth 
a. Seller's Recommendation 
b. Professional Recommendation 
c. Friends' Recommendation 
d. Many People Use It 

6 
5 
3 

6 
5 
2 

3 
1 
3 
11 
6 
3 
9 
2 
8 
2 
9 
3 
6 

13 
2 

25 
26 
9 

7 

5 

28 
7 

2 

16 
14 

26 

15 
2 

1 
5 
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Sample of Interview Record 

Inteiviewee. Zhou (No. 37) 
Place: hiterviewee's office room 
Time: Afternoon, 17 May 2004 

Interviewee's Information. 

Notes: 

Female 
22 year old 
Bachelor's Degree 
Working in a company as a 
trainee 
150ORMB monthly income 

The Interview was conducted in 
Chinese and the transcription 
was then translated in English. 

Q- Question 
A- Answer 

dorl 
lip 

", 

Cassette One 

Q: Do you use I mobile phone'? 
A: Yes. 

Q: Which brand is it'? 

A: Nokia. 

Q: When did ý ou start to use it'! 
A: One ý car ago. 
Q: Why did you decide to buN tills model'? 
A: I didn't buy it. M\ last mobile phone \\as lost: S0111C011C 110LIU111 it and ga%c 

it to Ilie. 
Q: Oil, Is It it "Ift'. 1 

A: Yes. 

Q: Are ý ou satisfied w ith it'? 
A: Yes, ýcrý much. 
Q: What 1'eaturcs arc you satistied wlth'! 
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A: It is a Nokia mobile phone. Theone I amusing is5510, which has many 
functions that I am satisfied with, such as I istening to songs and radio 

programs, and sending messages quickly using its keyboard. 

Q: Operation? 

A: Yes. It is easy to operate and has good functions. 

Q: Did you mean the function of radio that you mentioned you I ike to I isten to 

music? 
A: You can download music, I mean, you can save music. 
Q: Oh. To save music - downloading from internet? 

A: No, directly from (disk), it has a software, CD put in the disk driver, and 

(music) transferred. 
Q: Oh, how many (songs) can be saved? 
A: Ten songs, from CD; (more for) MP3, but MP3 is of bad quality, so I 

seldom use it. 

Q: Oh, you bring it every day? 

A: Yes. Nokia's after-sale service is very good; if it is brokenjust repair it. 

Very good. 
Q: Do you mean (the staff's) attitude is good, or ... ? 
A: There are many reparation stations, so it is easy to find one. But (the staff's 

service) attitude is just ordinary. 
Q: Oh, does it have any aspects that you do not like? 

A: The ring tone is identical; all Nokia have the same tone. 

Q: Difficult to distinguish? 

A: Yes. And, the style of the phone is very limited. 

Q: So the style of the phone isn't very good? 
A: No. 

Q: What else you dislike? 

A: Of this brand or of this model? 
Q: This model. 
A: Then, it is too big, that's all. 
Q: What model is the one that you are using? 
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A: 5510. 

Q: Oh, I don't even know it can download music from CD. 

A: Oh. 

Q: Besides this model, have you used other mobile phones? 
A: Yes - Alcatel. 
Q: When did it you use it? 
A: Longtimeago. ItwasOT301. 
Q: Oh, how did you feel after you used the Alcatel? 

A: Its "OK" key was quite special - very easy to use. (The function key of 

other phones have only up-down movement, but the OK key of this one 

was rotateable. 
Q: Anything else? 
A: The colour of its appearance looked like a picture; It is colourful, not as 

boring like this one; it is very beautiful. 

Q: What colour was that? 
A: Grass green. 
Q: Oh. What else did you like? 

A: No. 

Q: Then, what features did you dislike? 

A: Quality of voice was not good, and the battery was not nickel-hydrogcn, its 

life was very short. So I bought two. And The design, design of shape, 
looks like a shoe lifter. 

Q: Oh, shape is not good. 
A: No. Nothing else. 
Q: Have you used other mobile else before? 

A: I used one for a few months. After I lost my mobile, someone gave me this 

one, and later gave me that one. 
Q: Oh, you had so many mobile phones. 
A: I seldom used it, 8250, Nokia. 

Q: How did you feel about that one? 
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A: Very small, changeable colour shell. I think it is a classic model for the 
brand, I mean, it is agreed by many people, whoever they are, whatever 
they belong to, (even those) conservative (people), all kinds of people. I 

think it is good. 
Q: Many people use it, right? 
A: Right, right. And it had blue screen, a new feature at that moment. 

Comparatively, it had many features that Nokia now have, like 

downloading ring tones, pictures, etc. It wasjust a commonly used model, 

a model of this brand; a bit more people used it. 

Q: Oh, downloading from internet? 

A: Right, it supported many functions. What I dislike was the irrational 

arrangement of the telephone numbers, not in order, which I dislike always, 

and, inputting and sending message. Comparing to 55 10, which is much 
better, its keyboard and inputting was not good. 

Q: Do you mean that the method of inputting is inconvenient? 
A: Right 
Q: Arrangement of the telephone numbers? 
A: Illogical. 
Q: So you think it has an impact on operation, right? 
A: Yes. 
Q: Any other mobile else have you used before? 

A: Used for a month - the one that was lost. I don't even remember its 

number. My mother bought it and I took it. It is Konka's, a local brand. Its 

model type was 8 something - it is the one with an antenna, silver, 
somehow looks like Panasonic GT950. I think local brand was quite good 

- it has nice ring tones, for example, the ring tones for message; and it had 
its own screensaver, but is not downloadable; it had Russia Block (game); 
its screen is big. I feel that model is quite good. Konka used to copy 
Nokia's style - the one that is copied from Nokia is really good-looking. I 
do not know its model. 
Oh. 
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A: I am also not satisfied with the battery life - that is short. 
Q: Battery' life is short? 
A: Yes. Also, it has fewer support and limited service, for example, reparation 

sits, downloading from internet are comparatively limited, and it is thus 

not good for amusement. 
Q: Oh, very limited number of reparation sites; unable to download things; and 

limited internet support. Do you usually download game or ring tone? 

A: Not game or ring tone, I had a web address, for screensaver. 
Q: Oh, screensaver. 
A: Yes. No other mobile phones. 
Q: Then for Konka, in your opinion, its ring tone is good; it has game function; 

and has many choices of games. 
A: Not many, but it has Russia Block - other games are not interesting. In fact, 

Konka had not got any other models. 
Q: And its screen was big, its shape was good? 
A: Right. 

Q: What you disliked is that: battery life, and few reparation sites and limitcd 

Support of internet? 

A: Yes. 

Q: For Nokia, you felt it has small size, changeable colourful cover, and good 

word of mouth -that many people I ike it? 

A: Right, right. 
Q: You like that it had blue screen, and good support of intcrnct, right? 
A: Yes. 

Q: You are not satisfied with the arrangement of the telephone numbers, and 
inputting method, right? 

A: Yes. 

Q: For Alcatel, it has convenient operation -the "OK" key, right? 
A: Yes. 

Q: You like its colour, right? 
A: Yes. 
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Q: You are not satisfied with its quality of voice, battery life, and shape; you 

like it because it is made in France, right? 
A: Yes. 

Q: Do you have a good impression on France? 

A: If it was broken and considered buying a new one, it would still be Alcatel. 

But someone gave this one to me. Nokia is good too, easy to use, and its 

latest television advertisement is impressive anyway. 
Q: If you were given a chance to name three mobile brands that you like best, 

what is the first one you would name? 
A: Nokia. 

Q: The second one? 
A: Phillip. 

Q: and the third? 
A: Can I say both Phillip and Panasonic? People keep recommending these 

two to me. 
Q: 
A: 

Q: 
A: 

Q: 
A: 

Q: 
A: 

Q: 
A: 

Q: 
A: 

Q 

Oh. 

Excuse me, what is that brand's name, Sony, no... The two, Phillip and 
Sony, others kept saying that their batteries were good. Especially good 
tone colour, I mean the Sony. And my family, my parents, liked Phillip, 

and others liked its style of music. 
For Nokia, what features do you I ike best? 
The same - brand image. 

What impression does it gives you? 
Reliable, I trust it more. 
Trust? 

Yes, and it is "human-centred" designed. 

You meant convenient operation by referring to "human-centred'"? 

Yes. But in fact both these comments are heard from others. 
Then what do you mean when you refer to a good brand image? 

First, I mean the advertisement, and after sale service. 
Media advertisement? Service? 
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A: For example, once my 55 10 was broken, there were so many repair stations. 
Q: So you thought this brand was reliable? 
A: Yes. 

Q: Is it because via your own experience you know they had many repair 

stations? 
A: Right, right 
Q: And another reason is the advertisement that impresses you? 
A: Yes. 

Q: And then its operation? 
A: Yes, its design, although some minor problems exist, it is still very good. 

Q: And Phillip is the one you like second? 
A: Yes. 

Q: Why? 

A: Because my parents use them - they are solid, though style is old. 

Q: So is it because of word of mouth and it is not your own experience? 
A: No. The fact is, I do not think about that. 
Q: Why do you I ike Sony? 

A: Good sound quality. 
Q: Good sound quality? 
A: Yes. 

Q: Heard from others? 
A: Also by my own feeling, I saw others used it. 

Q: Oh. 
A: And, how to put it, its cover is bright, what I remember most clearly is its 

bright colour. 
Q: So do you feel its colour is good? 
A: Yes. 

Q: Then for Alcatel, what aspects do you like? 

A: Because the first model I bought was Alcatel, and I thought Alcatel was 

made in France, and it was the first one I bought by myself, and later, I 
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found its advertisement was good; also for its colourful shell, which was 

well designed. 

Q: Oh. What you mentioned just now are the features of the mobile that you 

care about. 

Cassette Two 

Q: Imaging you will buy another mobile phone, or in other words, for an ideal 

mobile, what features are the most important ones? 
A: Can the answer be the same as the one before? Those mobiles that others 

like and think good are also thought good by me, which is an influence by 

people around, reconciliation with others. If explored further, I will 

consider its appearance, and then its brand, and the fact considered next, is 

price. 
Q: Price? 
A: Yes. 
Q: Among the three, which one do you consider as the most important? 
A: Actually if I am going to buy one, I will look at the appearance first, and 

then the brand, and then the price. 
Q: Oh, brand is very important too, and then also looks at the price? 
A: Yes, yes. 
Q: So you think the appearance is the most important? 

A: Yes. 
Q: Why do you think the appearance is the most important? 
A: In my opinion, at the moment a mobile phone is not so important for me - 

it isjust like an accessory for a girl. 
Q: Like an accessory? 
A: Yes. You may have found what I bought most often were those with 

changeable colour shells. 
Q: You liked to buy those with changeable beautiful colour shells. What does 

it mean for you? 
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A: One of them was beautiful, the other one, in fact, the original one was also 

beautiful, very classical. But it was worn out. I didn't mean I disliked it. I 

would not change it if a mobile had not been worn out. Its shell was worn 

out, I had to change it. 

Q: So you had to change it? 

A: Yes, and then I had one more choice. The second one I chose was a 

colourful one. I would not change the original one if it were new, I always 

like original thing. 
Q: Oh, original thing is good, and you would choose a beautiful one when you 

change? 
A: Yes, and the one I like personally. 
Q: Why? 

A: As mentioned, like an accessory, has to fit for my own taste. 

Q: taste? 
A: Yes. 

Q: Then suppose you were using one that you didn't like very much, how 

would you feel? 

A: Very awkward, I would wish to explain promptly to others: "that is not 

mine". Haha. 

Q: You would explain to others? 
A: Yes. 

Q: Maybe you care about others ... 
A: Yes, Yes. 
Q: So are you worried about hearing others saying "it's so ugly. "? 

A: Yes, I am a kind of... 
Q: A kind of care about other people's opinions? 
A: Yes, like when I buy something, I always ask others: "how do you fccl 

about it? " 
Q: Why do you care about others' opinions? 
A: I think I don't want to be an individualist. 
Q: Like to keep with others? 
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A: Yes, I suppose, because many people would ask if I use XX mobile. 
Whatever I do, I would like to ask for others' opinion. But if my desire 

were strong enough, I would not compromise. 
Q: So do you mean for a small accessory, you would compromise? 
A: After all, it is a luxury staff, not like dispensable stuff. By any chance, if a 

girl in the same room always thought it was ugly -I had to use it for a long 

time, at least for a few months - how could I spend these days? 

A: Oh, it is because of others. 
A: If it were a hair clip, I would feel ok. I would choose to not use it. But for 

a mobile phone, I have to use it everyday. 
Q: Oh, if this situation did happen, and everyone said it was ugly, what would 

you do? 

A: I have not experienced it before. But, as far as I know, if the situation were 

too serious, if I had enough money, I would change one. Although it has 

never happened before, I think I would change. 
Q: If the roommate thought, then you meant your roommate's opinion 

influenced on you a lot? 
A: Yes, just the communication of experience. 
Q: Then, why their opinions arc so important for you? 
A: That's because, you live together with them, and you are in the same social 

circle. For example, I am here, I don't have to care about what the people 
in my hometown will say, even what my parents will say; because you 
think that you arc not in the same circle as them, not in the same group. 

Q: Same social circle? 
A: For example, if today you said my mobile was not good-looking, I wouldn't 

care about, you will leave later anyway. Ha-ha. 
Q: You meant those people who arc close to your life circle? 
A: Yes, yes. 
Q: Now that you care about their opinion, it means that people in the small 

social circle are important for you? 
A: Ycs. 
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Q: Why? 
A: I like society, I like social life, and I don't like to do something by myself. 
Q: I mean, what will they bring to you? 
A: I think, it is not as high as belonging, but I still think it is very important, 

many sources, information sources, and I have my own opinion, but I will 

still consult them when I make a decision. 

Q: In fact, although it is not as high as belonging, it is still a feeling of that 

kind? 

A: Yes, yes. 
Q: You wish to be recognized by others? 
A: Yes. For example, I will consider what others will react when I think about 

something. It is what I feel. 

Q: and second, you will think about "brand"? 
A: Yes. Brand means a trust. I mean, as I mentioned, a mobile phone costs 

loads of money. If by any chance I bought one that you didn't trust, I 

would not feel easy. In fact, I experienced that kind of feeling when I 

bought the Alcatel -I didn't trust the brand - when I bought it, I just went 
for its good appearance. 
Oh. 

A: Later, I almost considered changing it. Brand actually relatcs to many 

things, such as internet support, repairing, and quality warranty, feeling to 

be assured a bit more, and feeling of being recognized by othcrs, ect. . That 

is it - these are the most important factors. 

Q: Then what does a good brand mean to you? 
A: Guarantee, a warranty of quality, and then word of moth, which actually is 

also a kind of guarantee. 
Q: So when you use a good brand, you think you will be more recognized by 

others. And in return, you will trust it more, right? 
A: Recognition, I think, is objective. Like my family recognize Philip very 

much, but so far I still think: how can it be true? It is because maybe my 
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information resource is limited. In my understanding, it is something like: 

no matter how limited your communication is, you will aware of it. 

Q: Is it "brand awareness"? 
A: Yes, Yes. 
Q: So in your opinion high degree of brand awareness can bring you a feeling 

of being guaranteed, right? 
A: Yes. The credit is there. 
Q: So, when you buy something under a credible brand, what do you think it 

wi II bring you - is it more trust? 
A: Yes, it is true. For example, for Alcatel, if a small problem took place, I 

would think that it was broken; but, if this one had some problem, I would 

think that my operation was wrong somewhere. This is the difference in 

my mind. 
Q: Oh. So you feel assured when you buy something of this kind of big brand? 

A: Yes. 

Q: Then why do you expect the feeling of assurance? 
A: I cannot bear defeat, haha, and I think I won't change one thing until it is 

broken. 

Q: Oh. 
A: So I'd better buy one that makes me assured. 
Q: So, in other words, big brand offer you a feeling, that makes you assured 

you can use it for a longer time? 
A: Yes. In fact, I meant I didn't expect any trouble during usage. For example, 

if the battery were broken -I mean only battery were broken, the handset 

itself were ok -I could buy it a new battery. If there was a problem that 

can be fixed, I would repair it, no matter how much it would cost. But I 

still prefer that there is no trouble during usage until it ends up naturally. 
Q: Oh, so you mean big brand is of fewer chance of being broken? 

A: Yes. 

Q: You don't like to repair it frequently, and hope it can be used for a long 

time? 
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A: Yes. 

Q: Why would you hope that? 
A: I... 

Q: For example, can I say that it is cheaper if it can be used for a longer time? 

- because you don't have to change it. 

A: Right, cost is one reason, personally speaking, even if I had a lot of money, 

I am not that kind of person who I ikes to change often. 

Q: Oh. 
A: If I like something, I won't discard it until it can no longer be used. 

Q: Is it a kind of thrift? 
A: It's not thrift; it's a kind of loyalty. It is like that you are not willing to 

throw things away, it is... 

Q: A kind of missing? 
A: Right, missing. Like for this one, if I had to change it, I still didn't want it 

to be useless, I would try to settle it elsewhere, like, give it to my mother, 

making it have some value. I cannot give someone something useless, I 

hope the thing I bought is useful. 
Q: Make the best usage of everything? 
A: Yes, yes. 
Q: Why do you hope that? 
A: My personal feeling is like that. 
Q: What benefit will this behaviour, for example you give it to your mother to 

continue using it, bring to you? 
A: Like this one, not used so badly, is usable obviously, but if it is put therc 

occupying a space. I cannot put up with wasting things. 
Q: Unnecessary waste? 
A: Right. So, now my mother has her own mobile, still usable, I have no 

alternative for me to think about, and all people around me have their own 

mobile, so I think I have to use it. Now many people have changed their 

mobile phones, but I haven't. 

Q: Why don't you expect to change? 
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A: It is not good either, because I have no chance to try something new. 
Q: Then what importance does it mean to you? 
A: I always think in that way. 
Q: Then if you hadn't behaved in that way, how would you feel? 

A: I would feel, wasteful. 

Q: Wasteful? 
A: Yes. Because you put it there useless, you would feel uncomfortable. 
Q: So doyou feel a kind of guilty when you waste? 
A: Yes, guilty, it is guilty. 
Q: Oh, guilty. 
A: Like this, that doesn't cost much, is just a notebook. The single-face papers, 

if disassembled, they can be used to print. 
Q: Oh, a kind of thrifty, like for the kind of single-face paper, which back face 

is usable obviously. If it weren't used, you would feel? 

A: Yes. 

Q: Then, why? Do you think it is because of the paper itself, or because of the 

money? For new paper will cost. 
A: En, I think I feel pity for the paper. 
Q: Oh, pity for the paper. Then do you think thrifty is something, something 

that a person should have, naturally? 
A: I think it is manufactured by someone, whatever it is, I always think for a 

piece of paper, used only for one face, it has not finished its duty. But 

someone will say I am not so thrifty. Take clothes for example, if you 
bought a lot of clothes, you would be considered unthrifty. But if you 
didn't discard them, instead put them there always, you would be thought 

so thrifty. I do both of them. But, 
Q: You meant you didn't like to discard, instead to keep them, after you 

bought them? 
A: Yes. In other words, I think, even if only for a half day, I would wcar it 

someday. 
Q: Oh. 
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A: Like mine is not the kind of wealthy thrift, not willing to buy something, to 
do something, for example. 

Q: In reality, it isjust that you are not willing to discard things? Your feeling 

is like that those things are still usable, when you throw them away, you 

will think they were woven hard; I have to respect their labour. Did You 

think in that way? 
A: Yes. 

Q: In other words, you think thrifty is a kind of virtue, or, you can save money? 
A: I would feel money had been saved. When I bought something expensive, I 

would think a lot before purchase. But for those cheap things, like a rubber 

ring, I would buy new one only after a short time. Others, I don't think it is 

a virtue, because it is a too noble word. I think it isjust the way you think, 

not intentionally, not for any special reason anyway. 
Q: If you think saving money is a matter of income and expense, do you 

expect to reach a balance between them? 
A: Yes. 

Q: So what importance does a balance of income and expense mean to you? 

.j 

Cassette 3 

Q: You mentioned price as the third, then why do you think price is important 
for you? 

A: It is a kind of balance. I mean I am not so rich as to regard money as 
nothing. I will always think it about. And in an age like me, still not up to 
the moment of buying house or car, it is really a big expense for me, only 
second to computer. 

Q: Oh, it is a big expense? 
A: Yes, yes. So I have to think it about carefully. Anyway, it is not too bad; 

nowadays handset's price is cutting down quickly. An expense of 
RMB 1000 doesn't need much thinking. 
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Q: In terms of price, it is still a big expense, soyou have to think it about 

carefully? 
A: Yes. 

Q: So you expect to buy something that you like best with that money? 

A: Yes. 

Q: In other words, as you mentioned just now it is the balance of income and 

expense that you expect to reach, is it? 
A: Yes. 

Q: What significance does a balance of income and expense mean to you? 
A: Even if I don't need to save a lot of money to do something, I don't want to 

spend more than I earn either. 
Q: And? 

A: I think nowadays most people know what to do with money, like changing 

to a bigger house even if they already have one, that is, to improve their 

living standard step by step, and to have a better life. But many people, if 

they want to change something and they have no money, will take money 
from parents. But I prefer to settle everything down by myself. 

Q: Oh. 
A: So, now I have no original saving, be sure I have to think about. 
Q: Oh, so for you, does keeping balance of income and expense represent a 

kind of self-independence? 
A: Yes, yes. 
Q: No longer to take money from parents? 
A: 

Q: 

A: 

Yes. 

So as you mentioned, if you use a good brand, that others recognize and 
know more about, for example you are now using a Nokia, A hether do you 
feel it is better than using a bad brand? 
I don't know what bad brand it, because, like I am using a Nokia one, that 

costs RMB 1000, and an Alcatel, that costs RMB2000. Because few people 
know it, even if you say it has advertisement, someone still doesn't know 

which one is 2000 and which one is 1000. Because more people know 
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Nokia, suppose I were not using this one, instead I were using the Alcatel 

which costs 2000, 
-maybe 

I would felt mine is better then that one, for more 

people know this, because, all people know this, know that you take the 

right one, that you take the one that ranks first, know the handset brand, 

also know its price. 
Q: Oh, if you use this mobile, at the first sight of others, they can judge yours 

is better than his. It is a comparison; in fact it also represents other's 
judging on you, very important? 

A: Yes. 

Q: You would feel a bit better if others saw you are using a mobile of the best 

brand? 

A: Probably. 

Q: May I have your family name? 
A: Zhou. 

Q: How old are you? 
A: 22. 

Q: University graduated? 
A: University degree. 
Q: Just graduated? 
A: Yes. 

Q: Now working for a company? 
A: Yes. 

Q: A technician or a business manager? 
A: A business manager. 
Q: An ordinary staff in a company? 
A: Yes. 

Q: Your monthly income? 
A: 1500. 

Q: Thank you. 
A: You are welcome. 
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