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INTRODUCTION

It is often said that marketing managers make decisions about products, prices, promotions, and distribution to facilitate exchange between the business and consumers.  To make these decisions, it is important to understand how consumers come to think about, choose, use, evaluate, talk about, and even dispose of products, services, ideas, and time. 

It would seem simple to assume that consumers generally choose the product that provides the greatest functional value—e.g., a car buyer calculates the overall “utility” that each car model provides and then chooses the model that will provide the most utility.  But they don’t.

In most circumstances, consumers do not have the time, resources, ability, or motivation to consider every available option.  So they make things easier. Maybe they quit looking for the “best” and just settle for an option that is at least “good enough”. Maybe they ask for other’s opinions.  Maybe they ignore utility entirely and just use their emotional reactions to a car in order to evaluate it. 

Even when consumers are motivated to get the very best car, they are still human.  They have evolved so that are very good at some tasks, but woefully poor at others.  So they make predictable errors in judgment.  For example, they often collect the wrong information to make their evaluations, they rely on meaningless information in their judgments, they make seemingly opposite choices due to factors they aren’t even aware of, and they overestimate how much they’ll enjoy using products.  

The bulk of this course will be devoted to gaining a better understanding of how consumers go about making their acquisition (purchase) decisions—both when they are really trying (high involvement), and when they aren’t really trying at all (low involvement). However, since consumer behavior is not just about acquisition decisions, but also about how consumers make decisions with respect to the consumption and disposition of products and services, we will devote attention to these aspects as well. 

COURSE OBJECTIVE AND STRUCTURE

The overarching course objective is to provide you with a theoretically sound understanding of how consumers make decisions and evaluate products and services and to link this understanding to actionable decisions for managers and policy makers.  

After introducing a consumer decision making model, we will consider factors that affect this model including goals, information search, learning, knowledge, memory, attitudes, and decision strategies.  We’ll also consider look at social influence, how people evaluate and react to unfairness, betrayal, and disgust.  Then we’ll look at how people use and evaluate products.  So we’ll look at theories of satisfaction and regret. Finally, we’ll take a peek at the dark side of consumer behavior and look at how consumers sometimes cheat, lie, and steal, in order to get what they want.
 
LEARNING TOOLS

We will rely on a variety of tools to help achieve the course objective, including, lectures, exercises and discussions, videos, guest lectures, assignments, case work, and an exam. 

READING MATERIALS

There is a required reading packet, which will be available at UT copies in the business school.

GRADES

There are four components to the grades for this course: a) Class participation, b) Individual assignments, c) course project and presentation, and d) final exam.



Points Distribution: Overview

Course Participation							100 points

Assignments								200 points

1. Consumer Observation Exercise 			40 points
2. Decision Making Heuristic Exercise		40 points
3. Biases Exercise					40 points
4. Consumer Influence Audit			40 points
5. (Un) Fairness Exercise				40 points


Course Project								300 points

Final Exam								400 points
			
TOTAL									1000 Points


Course Participation: 10 Points

I recognize that some students have much to contribute, but don’t feel as comfortable doing so in open discussions.  Although it is part of the course evaluation to do so, we also offer a course discussion board as a way to continue in class discussions or start new discussions on topics related to the course.

In class participation

The quality of your participation in class is reflective of your interest in the class and of the amount of your preparedness for it. A good participation grade is possible only through consistent attendance and quality participation. To facilitate accurate evaluation of class participation, please choose a seat on the first day of class and keep this seat throughout the semester. Also, please display your name cards everyday.

I will grade class participation using the following grading scheme:

10 	Contributions in class reflect exceptional preparation. Comments and analysis offered are substantive, provide major insights, and move the class discussion forward.  Arguments are robust, well defended, and presented with persuasion. 

8 	Contributions in class reflect thorough preparation. Comments and analysis offered are substantive and insightful. Arguments are generally well substantiated and persuasive.

6 	Contributions in class reflect some preparation. Ideas offered generally reflect facts, but little is offered in terms of analysis or argument.

4	Student is present in class, but does not contribute. 

0	 The student is absent from class.


The total points across all the sessions will be aggregated to arrive at the final class participation score.

From time to time, life events (e.g., an interview) may prevent you from attending class; when this happens, you will receive a zero for class participation for that day.  However, when computing your final class participation score, I will drop your two lowest scores.  

Class Discussion Board

The class discussion board will be run through Blackboard.  After each class, you are encouraged to post your thoughts, examples of issues we have discussed in class, and questions for the professor and other students.  From time to time I will add my own comments to the board.


Assignments									20 Points

There are five short assignments that reinforce the material we discuss in class.  The complete instructions for each assignment will be posted on Blackboard.

The short assignments are opportunities for you to reflect on the ideas covered in the lectures.  For most of them you must observe or communicate with others, ask opinions, and write a short report (2 -3 pages) about your observations. Here are some general guidelines about the assignments:


1. Detailed instructions for each assignment will be made available on the course website (on blackboard) on the beginning date of the assignment. If you have any questions, read the instructions first. If questions persist, contact me.

2. Assignment reports are due on the due dates as a submission to our blackboard assignment site.. Assignments must be turned by the due date and time.  Assignments turned in one day late will be penalized 25%. Assignments turned in more than one day late will not be accepted. 

3. All reports should be double-spaced and should use 12-point Times New Roman font, with 1 inch margins on all sides. 


· Assignment 1: Consumer Observation Exercise - For this assignment you will observe a local business for at least 30 minutes and prepare a report that describes what you have seen and learned. 
· Assignment 2: Consumer Influence Audit - For this assignment you will interview at least two individuals with the goal of understanding the set of individuals involved in influencing their decision making. 
· Assignment 3: High Effort Decision Making Exercise - For this assignment you will interview at least two individuals and ask them to make a choice among a set of options.  You will explore how they made their choices and prepare a report about the decision making strategy that they used.
· Assignment 4: Biases Exercise - As we will discuss in class, consumers are susceptible to a variety of biases—these are influences that derail one from making the best possible judgments, behaviors or decisions. In this assignment, your task will be to identify a set of biases (at least 2) that operate on your decisions.
· Assignment 5: (Un) Fairness Exercise - For this assignment you will interview at least two individuals with the goal of understanding what factors influence their evaluations of unfairness of business practices.


Group Project							30 Points

For your term project, you will work as part of a group of 3 students.  You have some flexibility as to the topic of your project.  

One approach is to tackle a specific topic of interested in consumer behavior and create a managers guide.  For example you may consider the wisdom of using .99 as the last two digits in a price.  As you do, you may research what we know about whether and why this works, and explain the mechanisms in a way that might be useful to managers.  Alternatively, you might be interested in complaining behavior, and just what leads some customers to complain, others to put up with being dissatisfied, and others still to defect.  

A second approach would be to take an existing business and create a managers’ report as part of a consulting project.  Specifically, you should analyze the business and it’s consumers and make recommendations for how the business might better attract, retain, serve, or satisfy its customers.  

For this assignment you’ll prepare a report (20 to 25 pages) and make a presentation to the class (30 minutes), highlighting your process, analysis, and recommendations. Detailed instructions will be provided on blackboard.

STUDENTS WITH DISABILITIES:

The University of Texas at Austin provides upon request appropriate academic accommodations for qualified students with disabilities. For more information, contact the office of the Dean of Students at 471-6259, 471-4641 TTY or visit the website http://deanofstudents.utexas.edu/ssd/ 

CLASS WEBSITES AND STUDENT PRIVACY:

Password-protected class sites will be available for all accredited courses taught at The University.  Syllabi, handouts, assignments and other resources are types of information that may be available within these sites.  Site activities could include exchanging e-mail, engaging in class discussions and chats, and exchanging files.  In addition, class e-mail rosters will be a component of the sites. Students who do not want their names included in these electronic class rosters must restrict their directory information in the Office of the Registrar, Main Building, Room 1. For information on restricting directory information see: http://www.utexas.edu/student/registrar/catalogs/gi02-03/app/appc09.html.
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	1
	THURS  8/ 26
	Course Introduction
	In this session we will introduce the topic of Consumer Behavior as well as discuss a model of consumer decision making that will serve as a framework for the course.  We will also discuss the course as a whole and expectations for the semester. 

	· No Readings 


	2
	TUES  8/ 31
	Decision Making Model
	In this session we will consider how marketers may facilitate a shopping experience by understanding customer needs.  We will begin to structure the decision making model we will use for the rest of the course by exploring the case, Ikea Invades America. 

	·  “Magic Acts"  from Why We Buy by Paco Underhill
· PREPARE CASE: “IKEA INVADES AMERICA”


	3
	THURS  9/ 2
	Decision Making Model
	In this session we will continue our discussion of the consumer decision making model and discuss the use of knowledge about consumer behavior for marketing purposes.  
	· No Readings 


	4
	TUES  9/ 7
	Motivation, Opportunity, and Ability
	Why do some decisions get a lot of attention and effort and others happen almost automatically, seemingly without any thought at all?  In this session we will discuss three key elements that influence consumer’s effort in decision making at every stage in the process; motivation, opportunity, and ability.   

	· "Enhancing and Measuring Consumers' Motivation, Opportunity, and Ability to Process Brand Information from Ads" by Debbie Maclnnis, Deborah J., Moorman, Christine Moorman, and Bernard J. Jaworski in Journal of Marketing
· “How Concepts Affect Consumption,” in Harvard Business Review, June 2009, by Dan Ariely and Michael I. Norton
· Submit Assignment 1: Consumer Observation Exercise 


	5
	THURS  9/ 9
	Perception and Attention
	Warning: Knife May Be Sharp!  In this session we’ll discuss the topics of perception and attention.  We’ll consider both how consumers perceive objects both consciously and subliminally.  We’ll also consider factors that influence attention.
	· “I Can’t See Clearly Now” in Buy-Ology by Martin Lindstrom
· "Selective Perception" in The Psychology of Judgment and Decision Making by Scott Plous
· “The Brand-Ness of Strangers” in The New York Times,  11/14/2008, by Rob Walker





	6
	TUES  9/ 14
	Information Search
	To achieve their goals and to evaluate alternatives consumers search for information both internally by relying on their memory, and externally, by seeking out sources of information. We’ll discuss these processes in session 5 and consider how information search can influence the choices consumers make. 
	·  “Problem Recognition and Information Search” in Consumer Behavior by Wayne Hoyer		


	7
	THURS  9/ 16
	The Role of Others
	Everyone seems to know that one “go to” person for information about what to buy.  It turns out these “go to” people may be very important in the spread of information and product adoption.  In this session we will discuss theories of how information about products are spread from one individual to the next and how people choose who to rely on to provide them with information.  
	·  “The Law of the Few, Connectors, Mavens, and Salesmen,” in The Tipping Point by Malcolm Gladwell


	8
	TUES  9/ 21
	Learning and Hypothesis Testing
	Part of evaluation involves forming inferences and relying on stored knowledge.  But just how do consumers learn?  How do they form inferences about the relationships between brands and quality, for example?  How do they test hypotheses to build their knowledge?  In session 6 we will discuss some important elements of how consumers learn that can influence how they ultimately make choices.
	· "The Misperception and Misinterpretation of Random Data," in How We Know What Isn't So by Thomas Gilovich
· “Determining What Is, What Was, and What Might Have Been,” in Social Cognition by Ziva Kunda


	9
	THURS  9/ 23
	Memory and Knowledge
	Well, what do you know?  How consumers store information in memory, and how they retrieve it, can influence the decisions they make.  Unfortunately, not everything we experience is stored in memory, and not everything in memory was actually experienced.  So understanding the basics of memory is important for understanding consumer behavior.

	·  “What Sticks?” in Made to Stick by Chip Heath and Dan Heath
· "Can a Dead Brand Live Again?" in New York Times May 18, 2008, By Rob Walker
· Submit Assignment 2: Consumer Influence Audit


	10
	TUES  9/ 28
	Attitudes
	How do you like them apples?  Attitudes are the evaluations that express liking, or disliking, of objects. Attitudes can influence how consumers think, how they feel, and what they do.  In this session we’ll discuss attitudes and how they are formed, and changed

	· "The Power of Attitudes," in Consumer Behavior by Michael Solomon
· "How Understanding the Human Mind Might Save the World From CO2" in New York Times, November 19, 2009
· "Milk Cartoon" by Rob Walker in New York Times, October 9, 2008, by Rob Walker





	11
	THURS  9/ 30
	High Effort Decision Making
	What will it take for you to own and take delivery of this car today?  For some, buying a luxury car has been a decision years in the making; endless consumer magazines, showroom visits, discussions with friends and neighbors, until finally, a purchase is made. These high effort decisions involve a great deal of deliberation and may test the limits of our cognitive abilities.  (Recall when you tried to select a cell phone or insurance plan.)  But even with careful consideration, the way consumers evaluate options can lead to very divergent results.  In this session we’ll discuss some of the common decision ‘heuristics’ or ‘rules of thumb’ that consumers use and see how these decisions can be affected by influencing the strategy, rather than the attitudes toward the product. 
	·  “Complex Values and Attitudes," in Rational Choice in an Uncertain World by Reid Hastie and Robyn M. Dawes


	12
	TUES  10/ 5
	Low Effort Decision Making
	I’ll just have my usual.  In this session we’ll consider low effort decision making.  Many decisions are made without much thought.  In fact consumers make lots of choices that they are not even aware of making. In this session we will discuss low involvement/ low effort decisions including those governed by habits and emotions, and simplifying heuristics
	·  “Kenna's Dilema:  The Right - and Wrong - Way to Ask People What they Want," in Blink by Malcolm Gladwell
· “Why Did I Choose You?” in Buyology by Martin Lindstrom


	13
	THURS  10/ 7
	Classic Heuristics and Biases
	Because humans have limited capacity in their information processing abilities, they often use mental short cuts in order to make evaluations and decisions.  The study of these shortcuts, referred to as heuristics and biases, has increased in recent years with a growing interest in behavioral economics.  In today’s session we’ll discuss a number of classic heuristics and biases and explore how they influence the decisions made by consumers. 

	·  “The Truth About Reality” in Predictable Irrationality by Dan Ariely
· “Anatomy of an Accident” in Sway by Ori Brafman and Rom Brafman
· Submit Assignment 3: High Effort Decision Making Exercise 


	14
	TUES  10/ 12
	Framing and Choice
	Everything is Relative.  This goes for decisions too.  Many studies have shown the influence of how the choice is described, how other available options, and even how seeming irrelevant information can play an important role in how products are evaluated.  In this session we will discuss many of these factors that influence consumer decision making.

	·  “Time Bombs” in Stumbling on Happiness by Daniel Gilbert
· “Not All Dollars are Created Equal,” in Why Smart People Make Big Money Mistakes and How to Correct Them by Gary Belsky and Thomas Gilovich





	15
	THURS  10/ 14
	Variety and Choice
	If variety is the spice of life, why do own so many spices, but rarely use them? In this session we’ll discuss how consumers desires often don’t measure up to their realities.  We’ll look at this from an number of perspectives including how having variety in a choice is appealing, but having had variety may make the consumption worse.  We’ll also look at factors that influence how we experience products in real time, and how we adapt to both good and bad experiences. 
	·  “Want to Perfect Your Company’s Service? Use Behavioral Science” in Harvard Business Review, June 2001, by Richard B. Chase and Sriram Dasu
· “Choice and Happiness” and “Missed Opportunities” in The Paradox of Choice by Barry Schwartz
· Submit Assignment 4: Biases Exercise 


	16
	TUES  10/ 19
	Disgust, Outrage, and Magic
	Kopi Luwak is coffee made from coffee beans recovered in the feces of civet cats.  Gross.  Maybe you wouldn’t drink Kopi Luwak.  But would you drink coffee made from coffee beans in packages that had been climbed over by cockroaches or that had been stored in a coffin next to a dead body?  What makes one thing disgusting and the next delightful?  Why does something disgusting magically transfer it’s properties to other objects?  In this session we will focus on some of our negative emotions and how they play a role in consumer evaluations and decision making.   

	·  “The Yuck Factor" in Environmental Health Perspectives, December 2008 by Charles W. Schmidt 
· “You Disgust Me: Does Bad Behavior Really Make Us Feel Unclean and Nausiated?” in Scientific American, January 2009, by Jesse Bering
· “Understanding Customer Delight and Outrage,” in Sloan Management Review, Fall 1999, by Benjamin Schneider and David E. Bowen


	17
	THURS  10/ 21
	Fairness
	What is about a pound of popcorn worth to you?  Is it fair that movie theaters charge $6.25?  Does it seem less fair when you learn that the mark up on popcorn is about 100%?  Does it seem more fair if you learn that movie theaters earn very little from ticket sales (most of this money goes to the film producers and distributors)?  Consumer evaluations of fairness are not simple calculations, and when they see something as unfair, they may not buy, even if it makes them worse off.   

	· "Fairness and the Assumptions of Economics" in Journal of Business, 1986 (59, 4, 2, pg 285-300) by Kahneman, Knetsch, and Thaler


	18
	TUES  10/ 26
	Social Influence 
	Although we like to think of ourselves as independent thinkers, it turns out what we do is strongly influenced by what others say, think and do.  In this session we’ll discuss some of the many curious social influences on consumer beliefs, opinions, and behavior.
· 
	·  “The Science of Persuasion" in Scientific American January 2001 by Robert Cialdini
· “Following the Herd” in Nudge by Richard Thaler and Cass Sunstein





	19
	THURS  10/ 28
	Interpersonal Estimation
	So, What’s Not to Like? In session 21, we will move from discussing how other individuals affect us, to how consumers make inferences about other individuals.  For example, when buying gifts, or making recommendations, we often have to estimate others’ preferences.  In other circumstances, we have to gauge where we stand relative to others. In this session we will discuss how consumers make these estimates involving others, and the errors they commonly make when doing so. 

	·  “Avoid the Trap of Thinking Everyone Is Just Like You,” in Financial Times, 8/ 28, 2003 by Andrew Gershoff and Eric Johnson
· “What’s Not to Like?  Preference Asymmetry in the False Consensus Effect,” in Journal of Consumer Research, June 2008, by Andrew Gershoff, Ashesh Mukherjee, and Anirban Mukhopadhyay
· Submit Assignment 5: (Un)Fairness Exercise 


	20
	TUES  11/ 2
	Gender, Culture, and Values	
	I Pledge Allegiance to the Flag… Our cultures, genders, and values are important factors in influencing how we will value or reject products and services.  The foods we eat, the music we listen to, the goals we strive for, are all influenced by gender, culture, and values.  In this session we will discuss just how these factors play a role in consumer behavior.  We will also consider the interesting history of some established cultural norms and how marketing has played a role in these.  Finally we’ll turn to how culture can influence how we think and interpret information, and what this means for consumer behavior and marketing decisions making.

	·  “Shop Like a Man” in Why We Buy, by Paco Underhill
· “What Women Want” in Why We Buy, by Paco Underhill



	21
	THURS  11/ 4
	Compliance in a Service Setting
	Services differ from products in many ways.  For example, in many services consumers must cooperate and take responsibility for effective service delivery.  In addition, consumer often share resources offered by the service provider.  This means that service firms must pay special attention to having consumers behave in ways that ensure successful service for themselves, but also for others.  ZipCar, a fairly new type of short term car rental service faces both of these challenges in order to be successful.  

	· PREPARE CASE: “ZIPCAR: INFLUENCING CUSTOMER BEHAVIOR”





	22
	TUES  11/ 9
	Food Consumption
	Do You Want Fries With That? Obesity is considered a serious health concern in the U.S. and much of the developed world.  In addition to the negative health consequences there are also negative effects on mobility, social status, income.  So it might seem there is plenty to motivate people to get fit.  What stands in their way?  In this session we will explore some of the consumer research that deals with how people make food choices.
	· “The Mindless Margin,” in Mindless Eating: Why We Eat More than We Think by Brian Wansink.


	23
	THURS  11/ 11
	Why Aren’t You Buying Green?
	Many studies suggest that consumers are interested in buying green products, yet in many product categories these products are ignored.  What factors influence whether or not green products will be purchased, and what can marketers do to influence this? 
	· “Green Consumers,” by Andrew Gershoff and Julie Irwin


	24
	TUES  11/ 16
	Give Until it Hurts?
	Many non profit groups exist only because consumers are willing to donate, time and money to support them.  What factors influence whether consumers will give to charities, and what can be done to increase such donations?

	· “The Happiness of Giving:  The Time-Ask Effect,” by Wendy Liu and Jennifer Aaker in Journal of Consumer Research.


	25
	THURS  11/ 18
	Final Presentations
	
	

	26
	TUES  11/ 23
	Final Presentations
	
	

	
	THURS  11/ 25
	
	Thanksgiving Holiday – No Class Today
	

	27
	TUES 11/ 30
	Final Presentations
	
	

	28
	THURS  12/ 2
	Final Presentations
	
	




