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Abstract

The Research Problem

South African Breweries has been losing market share as a result of competition from
international brands such as Heineken, Amstel, Windhoek and many more entering the local
market. South African beer brands are finding it very difficult to compete for consumers’
attention and secure a recognizable competitive market position. Given this background, this
study attempted to develop a competitive marketing strategy and model aimed at assisting South
African beer brands to re-gain their competitive position in the market and compete with

international beer brands.

Key Research Question

Most South African firms and organizations are struggling to keep their market share because of
the presence in the market of multi-national corporations. This scenario begs the question: How
can South African industries such as South African Breweries (SAB) best respond to the

aggressive competition resulting from the continual entrance of international beer brands.

Research Methodology

The study employed a mixed research approach whereby both qualitative and quantitative
research methods were used. A total of 300 beer consumers and four liquor distributors
participated in this study. Convenience sampling was used in the selection of consumers around
Durban and Pietermaritzburg. Quantitative data was collected from consumers and qualitative
data was collected from liquor distributors. The Statistical Package for Social Sciences (SPSS)
and Principal Component Analysis (PCA) were used to create consumers’ perception indices

which were used to determine the main attributes of premium beer brands, the factors that attract



consumers to premium beer brands and the life style elements of premium beer brands
consumers, which were then used to develop the competitive model and marketing strategies

which addressed the main objective of this study.

Findings

It was ascertained that there are attributes other than the alcohol content of the beer that attracts
consumers to purchase and consume premium beer brands. Consumers are attracted to premium
beer brands by the crispiness of the beer, and the superior quality of the beer. The life style of
consumers has a major bearing on the beer brand choices. South African Breweries would
outperform its competitors by developing its distribution network and by providing more

customised services to its retailers such as financial packages in the form of sales discounts.

Recommendations:

From the findings the study proposes the following recommendations: every effort must be made
in the whole value creation chain of SAB to differentiate its activities from those of its
competitors, as such differentiation becomes central to sustainable competitive advantage of the
organisation; the SAB should make every effort to establish a good rapport with its customers
and distribution members and offer them services that will strengthen their partnership; SAB
should find a sustainable way of reducing the cost of doing business so that it can compete

meaningfully in the market as the beer market has become more price competitive.

Key words: Competitive advantage, Branding, Strategy, Premium Beers, South African

Breweries.
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CHAPTER ONE

NATURE AND SCOPE OF THE STUDY
1:1  Introduction and Background

Chapter one introduces the scope of the study by providing the primary objective and goal and
the rationale for conducting the study. The chapter presents the background of the liquor industry
with specific reference to the beer market and the role that is played by this industry in the South
African economy. It then sets out the research problem and the conceptual framework upon
which this study is based and concludes with a brief description of the research philosophies and
methodologies that were employed in carrying out this study.

The beer sector in South Africa is highly competitive and contributes greatly to the social and
economic development of the country (Department of Trade and Industry, 2011). Beer
production has been incorporated into the South African culture and traditions for many years.
Truen, Ramkolowan, Corrigall, and Matzopoulos (2011) assert that beer sales forms a large part
of the South African liquor market which is the single most popular beverage among South
African drinkers. The increased popularity of beer has earned South Africa being regarded as
both a major beer consumer and manufacturer internationally, positioned 12" in 2008 for
consumption and 13" in the production ranks (Kirin Institute Report, 2010). Shelves (2008)
points that per head consumption of beer beverages averaged 51 litres in the year 2008. A well-
developed liquor industry with a heavy drinking culture combined with a stable political and
economic environment has seen the South African economy steadily grow and has made South

Africa a hub for investment, attracting international companies in almost every sector of the



economy, and in the process intensifying competition between local and international firms

(Department of Trade and Industry, 2005).

Kotler and Keller (2006) argue that competitive market conditions, where local companies are
faced with stiff competition from international companies, the financial success and
sustainability of a business venture depends on its marketing ability and its creativity. Marketing
has thus emerged as a core function to business and is a process that involves the anticipation
and satisfaction of customer needs where benefits are mutual. Kotler (2003), and Lamb, Hair,
McDaniel, Boschoff, and Terblanche (2008), argue that creative marketing strategies and
insightful and good planning are the key ingredients for the success of any business venture.
Shimp and Andrews (2014) assert that designing a sustainable marketing strategy over time
demands a blend of creativity, flexibility, and discipline that organisations need to abide by if

they are to gain a sustainable competitive advantage

The globalization process has opened up markets which were once deemed closed and this has
intensified competition amongst producers, and the beer market is no exception. In such a
heavily contested market, to have a sustainable edge over competitors demands a solid
knowledge of the market and its decision-making (Kotler and Armstrong, 2004). The position of
the organisation and its products depends upon strategic formulation, implementation and
monitoring of a brilliant and aggressive overall marketing strategy (Marcus, 2005). Pearce and
Robinson (2005) assert that in order for an organisation that is operating in such a highly
competitive market, like the beer market, to be successful these strategies need to be aligned to
the overall business strategy to allow an organisation to gain a competitive edge. What would
allow an organisation like SAB that is faced with aggressive competition, to hold onto its market

share?



Developments currently taking place in the beer market have resulted in aggressive competition
leading to a renewed effort by marketing practitioners and academics to investigate and try to
better understand how best to attend to the market demands of diverse consumers in a
competitive way. Kotler and Keller (2011), maintains that this approach and growth have led to

the emergence of several marketing strategies for selling the products.

Lamb, et al., (2008) argue that to succeed in a modern aggressive economic environment,
successful marketing programs require - now more than ever — a balance between creativity and
knowledge, in designing a model that allows a firm to gain a sustainable competitive advantage.
Hitt, Ireland, and Hoskisson (2003) assert that most of the marketing strategies that organisations
are implementing in order to gain a competitive advantage are mostly relying on economic
factors, cost leadership, differentiation and technological advancement as main sources that can
lead to an organisation’s success in the market. Such kind of an approach ignores socio-cognitive
factors that accompany an organisation’s success in the market. By using South African
Breweries (SAB) beer market, this study is aimed at developing a competitive marketing model
and strategy that can be used by South African industries to protect their market share from being
eroded by the multinationals and gain a sustainable competitive edge in the market. The model
integrates economic and social aspect of consumers and shows how the local beer producer and
distributor, SAB can successfully compete and outperform international premium beer brands
such as Heineken, Windhoek and Amstel, being produced and marketed by Brandhouse, who

dominate the premium beer market, Truen et al., (2011).



1.2 South African Beer Market

The marketing and distribution process of beer in South Africa is categorized into two types of
customers, namely mainstream-comprising of lagers such as Castle Lager, Black Label, Hansa
Pilsner and other beer brands and premium beer brands comprising Castle Lite, Heineken,
Windhoek, Peroni, Amstel and others, with premium beer brands commanding a premium price
of between 10% to 12% premium compared to the main stream beer brands, (SABMiller, 2009).
With this kind of a market scenario and characteristics, the premium beer brands market is much
more profitable than the lager beers market and is more attractive for producers and this has
resulted in aggressive competition for market share. In the premium beer brands market, the
main beer producer and distributor in South Africa, SAB, further differentiates and categorizes
the premium beer brands into local and international premium beer brands with the international
premium beer brands commanding a higher premium price than the local premium beer brands.
The market size of the premium beer brands is estimated to be just over 20% of the overall beer
market in South Africa, Truen et al., (2011). The aforementioned authors further indicate that
the South African premium beer market has been showing the signs of the premium beer global
market, in the period between 2002 and 2008 this market grew by 22%, this was a far much
higher growth than the overall growth of the beer market in this same period. SAB has total
control and dominance of the mainstream beer brands market with no visible competitor, and it
has dominated this market with its flagship brands such as Castle Lager, Hansa Pilsener, and
Carling Black Label however SAB faces an uphill battle in the premium beer market

(SABMiller, 2008).

Clare, Ramatapa and Currin (2004) describe the South African beer categorization of main

stream and premium beer brands as being strongly dependent on consumer perception, thus



marketing strategies, from adverting, sales promotion through to pricing and packaging, play a
very important role in determining the beer categories as perceived by consumers. The
differentiation of premium beer brands and mainstream brands is mostly based on how

consumers perceive these beer brands in terms of price differences and marketing strategies.

1.3 Economic Contribution of the Beer Sector

The beer sector plays a major role in the economic activities of South Africa, and it makes a big
contribution in terms of unemployment reduction initiatives. Truen et al., (2011) and Clare et al.,
(2004) state that over half a million individuals are employed within the beer sector which is
part of the liquor industry, with the majority employed in the informal sector referred to as

“shebeen or tavern sector”

Table 1.1 presents the liquor industry’s contribution to the South African economy and the
contribution that is made by each sector within the industry. The table illustrates the importance
and the role that is played by the beer sector in the fight against unemployment and poverty in

South Africa.



Table 1.1: Economic Involvement of the Liquor Sector to the South African Economy

(R Billion)

Contribution Direct Direct Indirect and induced | Total
employees

Value added

Manufacturing 29 166 234 45.0 68.5

Excise 10.0

Off-consumption retail 30 600 8.3 8.3

On-consumption retail 456 238 7.1 7.1

VAT 9.3 9.3

Total contribution of liquor | 516 004 48.1 45.0 93.2

industry

Source: Adapted from DNA Economics-Baseline Study of the liquor industry, (2011:4).

In the financial year of 2009/10, the total contribution of the retail and manufacturing sectors of
the liquor industry to the economy was in the region of R93.2 billion or 3.9% of 2009 GDP
(SABMuiller, 2010). The manufacturing sector plays a huge role in the economic activities of
South Africa and it was the biggest contributor to the economy, followed by the off-consumption
retail. The total VAT and duty contributions from the liquor industry were estimated to be in the
region of R19.3 billion in the 2009/10 financial year, which implies that 40% of the direct value

added by industry accrues to the state, Truen et al., (2011). Hence SAB and the liquor industry is
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a major economic player but the question remains as to how can SAB hold on to its market share

which continues to decline under the threat of international breweries?

1.4  Beer Production Landscape in South Africa

SAB has a total brewing capacity of 3.1billion litres per annum which is produced in the seven
breweries that it owns and operates, producing both what is regarded as South African beer
brands and imported brands which are either owned by SABMiller or manufactured under
license (SABMiller, 2010). Until 2007, SAB had a contractual agreement with Heineken to
produce and market Amstel. Whilst this contractual agreement was still in place SAB had an
approximate market share of around 95% - 98%, with the Amstel brand accounting for around
8%-9% of this market share (Mail and Guardian, 2007). When Heineken cancelled the
contractual agreement with SAB in 2007, Heineken had not yet established a brewery in South
Africa and as such it had to service the local market through imports from its parent plant in

Holland (Reuters, 2010).

1.5 The Introduction of Premium Beer Brands in the South African Beer Market

Truen et al., (2011) state that in 2010, three years after the cancellation of the contractual
agreement between Heineken and SAB, Heineken joined forces with Diageo and invested R3.5
billion in a new brewery located at Sedibeng, in Gauteng province, an investment in which
Heineken has a 75% stake and Diageo the remaining 25% (Shelves, 2010). The 450 million
litres production capacity brewery manufactures Windhoek, Heineken, Amstel and other Ready-
To-Drink (RTD) products for the South African market. The aggressive marketing strategies
employed by Brandhouse have seen the marketing share of SAB declining from between 95% -
98% to just above 85% in a period of three years, from 2007 to 2010 (Reuters, 2010). The DTI

(2011), estimates that SAB controls just over 85% of the beer market share; Brandhouse
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controls about 13% and the 2% is held by small independent breweries that manufactures and

distributes other brands.

Although SAB fully dominates the beer market, the attractive and profitable premium beer
market is controlled and dominated by Brandhouse. Table 1.2 presents the outlook of the beer
market as dominated by some of the popular beer brands in the South African beer market. The
table presents market share by value, of some of the prominent beer brands in the beer market, as

well as the manufacturers of these brands.



Table 1.2: South African beer market (market share by value)

Brand owner Brand Overall Premium

SAB Castle Lite 5% -7% 30%-32%

Heineken Heineken 2%-4% 13%-15%

(Brandhouse)

SAB Peroni 3%-5% 9%-13%

Namibian Breweries | Windhoek 2%-4% 14%-16%

(Brandhouse)

Heineken Amstel 5%- 7% 30%-32%

(Brandhouse)

SAB Carling Black | 34%-36% Lager
Label

SAB Castle Lager 15%-17% Lager

SAB Hansa Pilsner | 23%-25% Lager

Source: Adapted from: Department of Trade and Industry (2003): Page 19.

Given the dominance of the premium beer market by Brandhouse and its aggressiveness in
increasing the market penetration and coupled with the development of a brewery in South
Africa and its aggressive marketing strategies to push its brands into the market predominantly
occupied by SAB, it is evident that Brandhouse will intensify its distribution strategies taking an

even greater share of the premium beer market of SAB. This is echoed and affirmed by SAB’s



acknowledgement that Brandhouse joint venture is ever growing and reaching a wider range of

customers, in both formal and informal beer markets, (Bleby, 2010).

1.6 Background to the Research Problem

The brewery industry in South Africa enjoyed enormous growth and prosperity prior to 1994,
dominating the local beer market with about 98% of the market share and SAB’s market position
as the only provider to the beer market remained practically uncontested until 1994 which
marked the end of the apartheid regime and South Africa’s incorporation into the international
economy in 1994 (DTI, 2009). Recent developments in the brewing industry taking place
globally coupled with the termination of the agreement between Heineken and SAB has
threatened the market dominance of SAB more so in the premium beer sector where SAB has

become a market follower of Brandhouse and continues to lose market share.

The separation of Heineken from SAB has meant a business partner has turned into a competitor
necessitating SAB to revisit its entire business strategy and identify new ways of combating and

containing market competition (Bleby, 2010).

The South African economy has experienced an economic boom since the dawn of democracy in
1994, attracting international companies into its market. One of the fastest growing sector or
industry in the post-apartheid era has been the liquor industry and due to its high profit margins it
has attracted a lot of attention from international breweries such as Heineken from the

Netherlands and Windhoek from Namibia.

The beer market is now engulfed by different beer brand offerings, focusing on different brands,
brand messages, distribution networks, product sizes, and advertising tactics combined with

various price variations.
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Faced with aggressive competition in the market, SAB is faced with a challenge of coming up
with creative marketing strategies that can counter attack the invasion of the international brands
that are continuously threatening its market share. Designing a competitive marketing strategy
and a model that will give South African premium beer brands an edge over international brands
and occupy a competitive position in the South African beer market has become a big task for
marketing managers. The local premium beer brands have become less competitive in the market
when it comes to competing for consumers’ recognition and obtaining a desired competitive

market position.

1.7 The Research Problem

Given this background, this study aimed at developing a Competitive Marketing strategy and
model that incorporated consumers’ beer consumption culture, values and patterns. It is
envisaged that using this (SAB) model with modification will help South African industries to
re-gain their competitive position in the market place and compete with international brands in

different sectors of the economy.
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1.8 Research Objectives

The overall aim of the study was to develop a Competitive Marketing Strategy and Model for the
South African premium beer market by integrating economic and socio-cultural perspectives
incorporating the local consumption culture, traditions and patterns and to show how SAB can
create an environment in which local premium beer brands can successfully compete with
international premium brands in the South African market. This was achieved by addressing the

following specific research objectives:

1) To determine premium beer attributes which consumers consider to be important;
2) To investigate the factors which attract consumers to premium beer brands;
3) To explore the lifestyle elements that influence consumers’ preference for

premium beer brands; and

4) To examine the distribution channels and networks of premium beer brands.

1.9 Key Research Question

Most South African firms and organizations are struggling to keep up their market share because
of the presence of well established brands from multi-national corporations, most of which have
attained economies of scale and are more efficient and effective with their production systems.
The beer market has not been spared from this aggressive market scenario. This kind of market
scenario calls for an answer to an important question: How can South African industries such as
SAB best respond to the aggressive competition for market share that is resulting from the
entrance and presence of international beer brands? The following questions have been generated

for the purpose of directing the research and addressing the research objectives:

12



1) What are the main attributes that consumers consider to be important in premium beer

brands?

2) What are the factors that attract consumers to premium beer brands?

3) How does the life style of consumers influence their beer brand choices?

4) How can SAB further develop distribution channels and networks that would increase

market penetration and the market share of its premium beer brands?

1.10 Research Hypotheses

Firms competing in the beer market must take various organizational and environmental factors
into consideration when formulating competitive strategies. Given that the mode of business and
industry, namely beer, is a factor that can influence how beer brands compete, one may assume
that beer attributes, factors that attract consumers towards beers brands, the lifestyle of
consumers, and the way the distribution network is structured, all have a great influence in the
market especially on competition of premium beer brands Truen et al., (2011). Thus it can be

hypothesized that:

H: 1 There are certain attributes in premium beer brands other than the alcohol content,

that attract consumers to patronize premium beer brands.

H: 2 There are factors that attract consumers to premium beer brands apart from the

actual alcohol content.

H: 3 The life-style of premium brand beer consumers has a major bearing on their

premium beer brand choices.

H: 4 SAB can create competitive advantage through distribution network development

13



1.11 Key Definitions
In exploring the concepts of competitive advantage and the marketing strategies that are utilized

by firms in the market the study provides the following definitions:

Competitive advantage: Competitive advantage is the edge that an organization has over other
organizations, achieved through strategies such as lower costs, a wider range of product/service

differentiation or a focus on a specific niche market segment, (Ehlers and Lazenby, 2012).

Strategy: A strategy is a company’s plan of action for management’s running of the business
and conducting operations consisting of the competitive moves and business approaches that
managers employ to grow the business, attract and please customers, compete successfully,
conduct operations, and achieve the targeted levels of organizational performance (Hough,
Thompson, Strickland and Gamble, 2008).

Ehlers and Lazenby, (2012) define strategy as an effort or deliberate action that an organization
implements to outperform its rivals. Hough et al. (2008) citing Porter (1985), define
differentiation strategy as a business strategy that aims at charging premium prices for unique
services or superior quality products with an attracting brand image, that are valued by customers
and that they perceive to be better than those of competitors. Cost leadership strategy is defined
as a strategy whereby a firm concentrates on cutting expenses and reducing prices of its

standardized products, while appealing to a wide range of market segments (Hough et al. 2008).
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Brand: Keller (2008), defines a brand as a name, term, sign, symbol, or design or a combination
of them, intended to differentiate a product from those of competitors. Brand attributes are those
descriptive features that characterize a product or service (Keller 2008). Alreck and Settle
(1999) define brand loyalty as the extent of faithfulness of consumers to a particular brand
expressed through repeat purchases, irrespective of marketing pressure generated by competing

brands.

Brand equity: Keller (2008), defines brand equity as when customers have a high level of
awareness and familiarity with the brand and hold some strong, favourable, and unique brand
associations in memory.

Premium brands: Premium brands are brands that are respected by consumers as holding
greater brand value than well-known popular brands and charges a category appropriate premium

price and meets customer expectations (Kotler and Keller, 2011).

1.12 Theoretical Framework

The theoretical framework presented in this study outlines the theories and concepts that are
related to the sources of sustainable competitive advantage in an organisation. These concepts
and theories are critically analyzed and evaluated to determine their strength and weaknesses in

modern competitive business environment.

1.12.1 Conceptual Model

The conceptual model presented in figure 1.1 consists of forces and factors which are deemed to
affect a firm’s effort to better serve its customers and make a profit. Industry attractiveness and
better performance implies that organisations are in a position to utilize their core business skills,
competence, and creativity to attain above industry profit margins though not necessarily
meaning that every business is returning the same profitability, Hough et al. (2008) , citing Porter
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(1980). Hence, this study critically analyzed this model to identify the gaps which are making

SAB less competitive in the premium beer market thus losing its market share.

1.12.2 Cost Advantage

According to Ehlers and Lazenby (2012) to achieve a cost advantage, an organisation’s
cumulative costs across its overall value chain must be lower than its competitors’ cumulative
costs. Porter (1985) argues that differentiation is based on a firm offering a unique product or
service which is appealing and is valuable to consumers beyond simply offering lower prices
than competitors. Achieving a premium price that goes way beyond the cost of creating the

differentiation gives an organisation a differentiation advantage.

Competing against international firms that have already achieved economies of scale and who
are most efficient and effective in managing variable marketing and operational costs, can be a
major challenge. Unlike local industries, one of the main competitive tools of multinational
organisations is that they have become cost leaders, so how can South African industries attain
this cost leadership position without compromising on the quality of products they offer in the

market, and attain a sustainable competitive advantage®?.

1.12.3 Differentiation Advantage

All organisations are exposed to external business environmental factors that are ever changing
and in some cases these changes have serious consequences for the organization (Pearce and
Robinson, 2003). Any change in the business environment presents both opportunities and
threats to the organisation and to the manner in which it interacts with its customers (Hough et

al., 2008). In order to provide better customer service which can give it a sustainable and
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competitive advantage SAB needs to continually monitor its environment in a strategic manner

and find ways of creating products that are appealing to new and existing consumers.

Competition and competitor analysis in the beer market in terms of product differentiation, the
quality of services offered, and how international beer brands build reputation in the market,
would help in determining how best SAB’s premium beer brands are appealing and responding

to consumer needs in comparison to that of its competitors.

1.12.4 Market Advantage

Strategic analysis of the market helps to understand more about the strategic position of SAB in
the market and to provide responses to critical challenges and issues that the beer market is
facing. Organizations competing in this industry ought to familiarize themselves with customer
needs in the marketplace. Furthermore Pearce and Robinson (2005) point that if the organisation
is to remain competitive it needs to have a plan of action to develop its strengths to meet the

changes in the business environment.

From the research questions and hypotheses presented in this study, a conceptual model has been
developed and illustrated in figure 1.1. The model presents a framework upon which the study is
built and developed. The conceptual framework presents the main sources of competitive
advantage for SAB and the factors that contribute to the attainment of each of the sources of
competitive advantage. The conceptual framework illustrates that for SAB to attain a sustainable
competitive advantage it has to achieve a cost leadership in its industry, it has to perform its key
business functions in a different way from its competitors and it has to implement a superior and

aggressive marketing strategy.

17



Figure 1.1: Conceptual Research Framework

1.13 Research Methodology

The research methodology employed for this study is presented in detail in chapter four, and only
an overview is provided here. The study employed a mixed research method as both quantitative
and qualitative methods were used to gather the data. According to Zikmund (2000), a survey
method is a research approach where by information is collected from a sample of the population
by using a questionnaire, a method of data collection whereby the researcher interacts and

communicates with a representative sample of the population. The use of surveys for this study
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provided an accurate, efficient and inexpensive means of accessing data about premium beer

consumers which was the target of this study.

1.13.1 Sources of Information

In order to address the research problem sufficiently the researcher used both secondary and
primary data. Secondary data was gathered from relevant books and journals; primary data was
gathered from beer consumers and beer distributors by administering two different
questionnaires. Consumers were asked to answer questions on a selected number of premium
beer brands that were presented to them, while distributors were asked to answer questions

dealing with beer distribution.

1.13.2. Selection of Premium Beer Brands for the Study

A preliminary study was conducted to identify the most popular premium beer brands in the
market. From the results of the pilot study a total of five most preferred premium beer brands
were selected for the study two of which were SAB’s brands namely Castle Lite and Peroni. The
other three were international brands Heineken, Windhoek and Amstel produced and marketed
by Brandhouse. The pilot study results also revealed the beer attributes, factors that attract

consumers to premium beer brands as well as the life-style of consumers.

1.13.3 Selection of Liquor Distributors

Four liquor distributors located in the Durban and Pietermaritzburg CBDs, namely, Ultra
Liquors, Liberty Liquors, Makro Liquors, and Tops Liquors, were selected on the basis of their
distribution size and capacity. These four distributors collectively control about 80% of the
alcohol distribution business in the KwaZulu-Natal Province (Department of Trade and Industry,

2011).
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1.13.4 Research Population and Location

The study was conducted in the Durban CBD and the Pietermaritzburg area, targeting premium
beer consumers and beer distributors. Due to the South African legal age restriction placed on
alcohol consumption and the nature of this study only consumers above the age of 25 and have

tasted all the premium beer brands included in the study were allowed to participate.

1.13.5 Sample Size and Sampling

Mouton and Babbie (2000) define sampling as the selection of a fraction of the total number of
units of interest to decision-makers, for the ultimate purpose of being able to draw general
conclusions about the entire body of units. McDaniel and Gates (1999) take the sampling issue
further by stating that the process of designing a sample involves seven steps, namely: the
definition of the population of interest, the choosing of the sampling frame, the choosing of data
collection method, the selection of the sampling method, the determining of the size of the
sample; the developing of the procedural operations for selecting sampling elements; and the

implementation of operational sampling plan.

Convenience sampling method with emphasis on drawing a representative sample of the South
African population was used in this study. A total of 300 premium beer consumers and four

liquor distributors participated in this study.

1.13.6 Data Collection
According to Saunders, Lewis and Thornhill (2003) the selection of data collection method has

a considerable impact on the subsequent steps in the sampling process. For this study data was
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collected through two personally administered questionnaires, one was administered to

consumers and another to beer distributors.

A structured five point Likert-scale was personally administered to willing beer consumers. The
questionnaire that was administered to consumers was based on premium beer brand dimensions
and attributes, such as beer quality and price worthiness measuring consumer satisfaction,
customer loyalty and its antecedents (trust and commitment to the chosen brands), factors that
attract consumers to premium beer brands and the life style of consumers together with a section

on social demographic characteristics of consumers.

1.13.7 Data Analysis

Data gathered from the consumers was analyzed using suitable statistical methods of data
analysis by using the Statistical Package for Social Sciences (SPSS). The SPSS was used to
perform Principal Component Analysis (PCA) on the data and displayed perceptions of beer
consumers towards each of the five premium beer brands. Principal Component Analysis showed
the complex relationships between the beer brands and the criteria used by consumers in making
premium beer brands purchase decisions. Dendograms were drawn to show the differences and

similarities of the five beer brands.

1.13.8 Interpretation of the Results
The results of the empirical study were then used as dimensions in the development of the

Marketing Competitive Model and strategies which was the primary objective of this study.

1.14 Value and Originality of the Study
The study contributed to building the knowledge base in the field of marketing management and

strategic management through the development of a competitive marketing model and strategies.
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The model presented in chapter six has been collectively assembled integrating economic and
cognitive perspectives outlining the sources that can give the SAB and other firms a sustainable
competitive advantage and out-perform international brands which are posing a great threat to
the development and growth of local firms. The findings of this study are of great value to
marketers and strategic planners in terms of adding new knowledge in the area of competitive
advantage. The marketing model and strategies presented as a result of this study are of great

value to marketers when considering brand positioning and marketing communication strategies.

1.15. Ethical Considerations
Due to the sensitivity and the legalities of the subject matter under research, data was collected
from willing beer consumers who were 25 years of age and above. The data collected from the

respondents was kept and used in the strictest of confidence.

According to Smith and Quelch, (1992) human sciences research should be directed by
fundamental ethical considerations. The moral and dignity dimensions of the respondents were
respected and safeguarded. The study conformed to research etiquette and all written
conventions as declared by Saunders et al., (2003). The etiquette included that literature used in
the study was referenced clearly and the study was designed to ensure that respondents were not
physically hurt, suffered no discomfort, pain, embarrassment or loss of privacy, Cooper and
Schindler, (2001). Furthermore, scientifically sound and validated measures were employed

throughout the study.

Following the dissemination of the findings in the form of this thesis, seminar presentations, and

article publications; anonymity and privacy of the participants has been protected as no person
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has been identified or named in the reported results. Information disclosed in the questionnaires

has been kept confidential.

1.16 Limitations of the Study

In total, the study used only five premium beer brands, two from SAB and three from
Brandhouse in the beer industry excluding lager beer, wines and spirits which are also competing
for the same market share as the premium beers brands hence the model will have to be

generalized with this limitation in mind.

1.17 Structure of the Thesis

Chapter one outlines the research problem and background, statement of the research problem,
study objectives, value and, originality of the study to the discipline of marketing, and finally it

presents the limitations of the study.

Chapter two reviews literature on the different marketing strategies and branding, it also looks at

different consumer behaviour models outlining how consumers behave in the market.

Chapter three looks at different competitive advantage models, the sources as well as the
strategic implications of each competitive advantage. The chapter also provides insight into the
structure of the beer market in South Africa and the economic contribution that is made by the
liquor industry. Finally the chapter looks at the nature of competition that SAB is facing in the

market.

Chapter four describes the methodology employed in this study. It explains how the five
premium beer brands were selected and how the data collection instruments were developed. It

also explains the different statistical methods that were used in analyzing the data. It goes on to
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explain the population sample for the study as well as the location where the study was

conducted.

Chapter five was dedicated to the presentation and analysis of the empirical results. Using the
principal component matrix analysis this chapter displays the main attributes of premium beer
brands, the factors that attract consumers to premium beer brands as well as the influence of the

life-style of consumers on the brand choices.

Chapter six presents the discussion of the main findings from the study and the main decisions

taken from the study hypotheses.

Chapter seven presents the competitive marketing strategies and a model, which was the primary

objective of this study.

1.18 Summary

Chapter one presented the background and rationale of the study, defining the research problem
and objectives, as well as outlining the conceptual model. A brief description of the methodology
adopted in this study was presented in which the sources of information, population sample, beer
distributors, questionnaire, data analyses and rationale of the study were presented. A sequential
description of the structure of the study was briefly presented. The following chapter which is

chapter two provides theoretical underpinnings of brands, branding, and consumer behaviour.
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CHAPTER TWO
BRANDING AND CONSUMER BEHAVIOUR

2.1 Introduction

The concepts of consumer behaviour and branding have evoked much attention among
marketing practitioners and academics, as they represent the most important factors that explain
product choices among consumers (Jensen and Hansen, 2006). Marketing managers have
discovered that the best strategy that an organisation can implement to attain sustainable
competitive advantage is through building and managing customer loyalty and not price or
bargain loyalty, as customer loyalty this leads to a competitive advantage in the market
(Kapferer, 2008). Beer brand managers need to understand how beer consumers behave in the
market and how consumers are influenced by their own behaviour, as well as the behaviour of
others in their choice of beer brands. Alreck and Settle (1999) assert that understanding
customer loyalty helps in designing marketing communication strategies as well as brand
positioning strategies.

Keller, Aperia, and Georgson (2008) argue that in this modern money-oriented society
consumers seek meaning in their consumption. Hence individual brands that add significant
value to the product that understand the behaviour of consumers, that have a story to tell its
buyers, or kindle its consumption in a ranking of immaterial values, can offer this meaning and
attain a competitive advantage. South African Breweries needs a marketing strategy that can
appeal to the emotions of consumers and stimulate their desires towards their premium beer

brands.
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Ambler (2000) points out that brand loyalty and consumer behaviour as the cornerstones of a
competitive advantage are both complex and diverse subjects that demand attention from
marketers. Keller (2002) maintains that to understand the intricacies of brand loyalty one has to
first understand the fundamentals of branding and brand strategy.

In light of the above and considering that this study is aimed at developing a competitive
marketing strategy and model, this chapter explores the nature of consumer behaviour to
establish how consumers make their purchasing decisions, how they behave in the beer market

and how branding and brand strategies affect their consumption of premium beer.

2.2 Consumer Behaviour

According to Hanna and Wozniak (2001), consumer behavior explores the motives behind the
powers and forces influencing the choice, purchase, usage, and disposal of goods and services in
order to fulfill personal needs and wants. Davies and Cline (2005) stress that consumer
behaviour is a subset of a great set of activities of human behaviour. Consumer behaviour
embraces all that transpires as prospective consumers become actual consumers (Schiffman and
Kanuk, 2002). It is not only concerned with purchasing, but also encompasses activities such as
browsing through products, influencing others and complaining about and returning products, as
well as exposure to the media (Cialdini , 2007). Any organisation aiming at building a strong
consumer base and having a competitive advantage in the market needs to understand the

behaviour of its targeted consumers.

Cant, Brink, and Brijball, (2002) define consumer behaviour as the study of individuals, groups,
or organisations and the process they use to select, secure, use, and dispose of products,

experience, services or ideas to satisfy needs and the impact that these processes have on the
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consumer and society. The aforementioned authors further stress that this definition implies that
other than the buyers and sellers themselves, there are some external factors that have an impact
and that influence the decisions taken by buyers and sellers. Sheth and Mittal (2004) defines
consumer behavior as the mental and physical activities undertaken by households and business
customers to purchase and pay for goods and services. The aforementioned author further points
out that consumer behaviour comprises a variety of actions people carry out and a number of
functions and roles they play. Figure 2.1 presents two types of customers that deal with an
organisation, the roles that are played by these customers and their rational and physical
undertakings. Both consumers and business buyers of a product perform mental as well as
physical activities in the market and fulfill the roles of users of the product, selectors of the
product and payers for the product. Just like any other product the customers of beer brands can
be categorized into individual consumers as well as organisations or companies, hence beer
marketers need to understand what roles are played by each of these market participants, and
how beer brands can be positioned so as to appeal to each market participant. Participants in the
beer market can be broadly divided into two groups namely consumers and organisations. Each
of these perform physical as well as mental functions in the market as they select the beer brands
of their choice. Both of these groups are users of the product and they do perform the most

important function in the market which is paying for the product.

27



Figure 2.1: Customer Types, Roles and Behaviour

Customer types Roles
Consumers Users
Activities
e Mental Selectors
e physical
Business Payers

Source: Adapted from: Cant, Brink, and Brijball, (2004:176)

According to Walters and Bergiel (1989) consumer behavior can be grouped into two sides: on
one side is the consumer, and on the other side is the marketing team. The aforementioned
author further states that all people are consumers, but the art of consuming is an inexact activity.
Sexena (2009) adds that direct benefit from a clear understanding of consumer behavior is that it
can improve marketers’ ability of designing marketing strategies aimed at creating a strong bond
with consumers. Operating in a highly contested market, beer marketers should strive for a clear
understanding of how consumers behave in the market so as to design marketing strategies that

will be appealing to them.
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The relevance and importance of studying consumer behaviour is aptly summarized by
Schiffman and Kanuk, (2007) in Cant (2002) who defines consumer behaviour as the study of
how individuals and businesses make decisions on how to spend their available resources (time,
money, effort) on consumption related items. Cant et al., (2002) emphasize that consumer
behaviour includes the study of what one buys, why, where, when and how it is bought and how
often it is used. Development of a sustainable marketing competitive strategy for premium beer
brands requires an insight into the factors which are attracting consumers to premium beer

brands and what attributes or benefits these consumers are seeking in premium beer brands.

Marketers are becoming more mindful and are gradually recognizing the significance of
understanding how consumers make their decisions in the market and the important role that
consumer behavior plays in the success of the brands in the market (Cant et al., 2002). Now
more than ever, because of increased competition, understanding customers plays a fundamental

role in the attainment of organisational goals and the survival of the organisation.

Epp and Price (2008) assert that consumer behaviour probes the way individuals create a
perception about a product, how they buy, make use of products and finally dispose of goods and
services in order to fulfill personal and household needs. Neal, Quester and Pettigrew (2007) add
that consumer choices and tendencies are influenced and molded by internal developments, such
as the consumer’s own intelligence, feeling and desire. The aforementioned authors further add
that influences arise from environmental factors such as societal forces (whether group or
interpersonal) and, situational, economic retail and marketing deliberations. Therefore marketing
strategies of premium beer brands need to have a holistic approach of consumers and their

surroundings.
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According to Hanna and Woziniak (2001) the term consumer behaviour differs from a similar
term, buyer behaviour, in that buyer behaviour is an umbrella term often understood to
encompass business to business purchasing as well as personal consumption. Business to
business buying entails the procurement process and the activities of a product and
intermediaries in the market channels, as well as the acquisition procedures of other
organisations and institutions. Analysis of consumer behaviour entails surveying numerous
theories and published research studies that offer insight into purchasing tendencies. The
eventual goal is to aid marketers to a better understanding of the process and the undertakings of
consumer behavior, and thus foresee how marketing strategies and campaigns will influence
consumers and affect the premium beer brands that different groups of consumers will purchase;
this is the main goal of this study. In other words, as marketers come to understand the
behaviour of premium beer brands consumers, they are better able to predict how consumers will
react. Marketers can thus design and fine-tune their approaches and tactics accordingly Hanna
and Woziniak (2001). The aforementioned researcher argues that, in today’s extremely
competitive markets, a good understanding of buyer behavior helps marketers achieve a
competitive advantage and create a positive and lasting relationship with consumers. The
premium beer market is highly competitive and for a brand to stand out in the crowd there is a

need for a sound understanding of both consumers and the market.

Cotte and Wood (2004) point out that generally, goods are manufactured and planned in
expectation of future demand as consumers’ preferences and tastes constantly change. It
therefore becomes progressively important for marketers to recognize what customers need and

want, how they use their resources, how they choose where to shop, when to buy, and what to
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purchase. In short, timely knowledge of consumer behavior is a prerequisite for marketing

success, Schiffman and Kanuk, (2007).

Monitoring consumer activities and behavior can give a business a competitive advantage that
leads to an increase in the customer base resulting in improved profit margins and income
growth (Bradford, 2009). The aforementioned researcher argues that a good understanding of
consumers will lead to cost efficiency from repeat customers, as the business can enjoy the
benefits of price premium from established customers as well as customer loyalty. The
aforementioned researchers further argue that a good understanding of consumers can assist the
business in developing strategies which can generate growth: when a product is more appealing
to consumers, then consumers become ambassadors of the brand through word of mouth and one

stop shopping which can help a business in its drive for new product innovation.

Schiffman and Kanuk (2007) argue that it is imperative for an organisation to be well informed
of the needs and wants of consumers in order to be customer focused, these researchers indicate
that it is the needs and wants of consumers that organisations strive to fulfill. Chaudhuri (2006)
defines a need as an unsatisfactory state of the consumer that provokes an action that will
improve the consumers’ situation, while they consider a want as a yearning to obtain
gratification that is completely required to increase an unsatisfactory state. A need differs from a
want in such a way that a need emanates from discomfort from an individual’s surrounding
resulting in some discomfort, Sheth and Mittal (2004). The aforementioned authors classify the
determinants of needs and wants into four groups showing how each defines consumers’ needs

and wants in the market place.
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e Needs are market focused when both individual and environmental characteristics are
physical, wholesome needs driving consumer actions,

e Personal wants and environmental needs are when the relevant environmental features
are appropriate, the driver of consumer actions is an individual want but an
environmental necessity,

e Personal need and environmental want; when the relevant individual characteristics are
physical but environmental are circumstantial, consumers pursue something that will
fulfill a personal need but an environmental want and,

e Want driven markets; when both, individual and environmental contexts are significant,
consumer behavior is compelled by pure wants.

Lee and Beatty (2002) argue that the discipline of consumer behaviour can be approached in
different ways. From the individual perspective, the aforementioned authors examine intra-
personal influences on consumption such as perceptions, attitude, learning, motivation, and
personality. Any strategy aimed at creating a sustainable competitive advantage as in the beer
market should take into consideration the personality of the consumers involved, their motivation
and the different perceptions that these consumers have about premium beer brands. The
individual perspective of a consumer is further developed and broadened to examine groups,
inter-personal cultures, and cross cultural influences. Focus is then turned to examining the
cultural and social forces that influence consumption and then narrowed down to personal
factors. Beer consumption is influenced heavily by cultural, economic and social factors that
consumers are exposed to. Any meaningful marketing strategy that is aimed at creating a
sustainable competitive advantage should take into consideration the social, cultural and

economic factors that consumers are exposed to in their environment.
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Blackwell and Miniard (2003) argue that a key element of consumer behaviour rests with the
individual. As the decision to buy or not to buy is a personal decision, marketers cannot force an
individual to buy a specific product; what happens is that an individual absorbs information from
the environment and integrates it into a frame of reference. In comparison to Walter (1989),
Hanna and Woziniak (2001) outlines six elementary end user variables that govern all internal
thought processes namely; needs, motives, personality, learning, attitudes, and perceptions.
Figure 2.2 presents variables that have an influence on how consumers behave in the market and

the different variables that have an impact on consumer behaviour.
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Figure 2.2: Influences on and of Consumer Behaviour

!

€«

Source: Adapted from: Hanna (2001:117)

According to Maken, (2002) marketers need to understand who their customers are and what
their roles are in the buying decision so that marketing strategy can be appropriately developed
and targeted at the correct group of people. Kotler and Keller, (2006, in Maken, 2002),
classified consumer buying roles into five groups as presented. Table 2.1 presents the five main
roles of consumers in the market. Beer marketers need to understand the different roles that are

performed by the different market participants.
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Table 2.1: Consumer Behaviour Roles

Roles Description

Initiator This is the person that initially thinks of or suggests buying that particular
product

influencer A person whose opinion or advice affects the final buying decision

Decider The person that is ultimately responsible for the buying decision

Buyer The person who makes the actual purchase

User service The person responsible for consuming the product or using the service

Source: Adapted from: Schiffman and Kanuk (2007: 212)

2.3  Trends in Consumer Behaviour
Expecting developments in consumer behaviour can give businesses a key strategic advantage.
Sheth and Mittal (2004) argue that anticipating the imminent inclinations in customers’ needs

and wants offers businesses the following advantages;

e A business that is first to realize market necessity can be the first to design a product or
service to satisfy the need, as a result, it lessens the fulfillment time, making the
investment pay back far quicker,

e By spotting a particular pattern that is happening amongst consumers an industry can
create a market for that need or behavior and,

e Expecting developments in what consumers are currently buying in the market and

reacting promptly to such developments creates excitement amongst consumers for the

35




business and the industry, depicting the business as innovative and responsive to

consumer wants and needs.
Consumer tendencies are predictive as they start small and then gather momentum. Cateora
(1996) suggests that if a business can connect the dots between the commencement of a trend
and the influence it will have on profits, then attributes of the product can be appropriately fine-
tuned to fit the trend. As each trend shapes and makes its way through the marketplace, it
intensifies its hold on the consumer thus portraying the trend that marketers should follow in
their research on customers. Organisations should however keep in mind that each trend is
merely a fraction of the whole. A company should not veer too far in any one direction with
only one or another trend. Schiffman and Kanuk (2007) argue that a company should think of
the trends in the ‘trends-bank’ as a kind of data base of customers’ moods, a rich source that it
can tap into to solve any marketing problem. The aforementioned researcher further indicates
that the company’s vision is developed so it can grasp more clearly how future business
prospects are going to look and how the business can take advantage of this unique outlook of

the future.

Sheth and Mittal (2004) add that anticipating trends will bring about significant shifts in
marketing strategies and practices. Continuing with the current trends, the economy will become
more service oriented. This will occur not only because the current business sector will grow but
also because customers’ needs for anything; anywhere, as well as their purchasing and
consumption will add a significant component of services to the marketing of physical products.
Carpenter, Moore and Fairhurst (2005) assert that such a change from product oriented to one of
service oriented will require organisations to make changes and adjustments: from supply

focused to demand focused operations, from centrally compacted operations to more broadly
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distributed sites, and from customer inaccessible to customer participative services and products.
Alexandris, Douka, Papadopoulos and Kaltsatou (2008) assert that for businesses to benefit from
changing consumer trends in the market they have to study how consumers value services and
products in terms of time as well as monetary value, as customers continue to make trade-offs

that save them time.

Expectations about consumer behaviour and a solid understanding of consumers’ attitudes and
intentions are essential requirements for business success in consumer goods and services sector.
Cobb and Hoyer (2000) point out that businesses which recognize consumer necessities and
lifestyles, which understand consumer’s buying behaviour and usage a product and which can
establish a rapport with consumers in a targeted way will have a sustainable competitive
advantage. However research and understanding buyer behaviour remains more of an artificial
endeavor or adds little to marketing of products if not well implemented. Companies seeking to
understand consumer behaviour have to carry out consumer research. Holt (2002) argues that
consumer research consists of diverse and systematic methods that marketers use to investigate
the internal environment, and social factors that affect consumer decisions and exchange
processes. The aforementioned researchers further outline the important areas of consumer
research which include; perceptions, learning, memory, attitudes, motivations, lifestyles and
influence patterns as well as the frequency of product use, where products are purchased, and

consumer media habits.

In a competitive market environment such as the beer market with intensifying pressure on
businesses to offer more for less, businesses that will survive will be those that research and
understand their customers well, that know the values that their customers are looking for, and

how they evaluate and find those values in the market place. Thus, it should be noted that
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researching customer behavior is critical for market success (Cotte and Wood, 2004). Barnes,
(2006) argues that, if a business desires to build a brand, it should return to basics and do
research in the following areas: the company should find out whether it has the basics right and if
so, how best they can be improved so as to remain competitive in the market, secondly
businesses should ascertain whether or not customers see the company as the company sees

itself, and thirdly the company should clearly identify its core values and products.

2.4 Foundations of Consumer Behaviour

Understating how consumers make their buying decisions is a key marketing consideration when
designing marketing strategies. Churchill and Peter (1998) insist that successful marketing
strategies should be aligned as to how consumers behave in the market so that brand managers
can position their brands effectively. Kasper, Van Helsdingen and Gabbott (2006) point out that
the consumer decision making process and buying situations are two major aspects of buyer
behaviour with which companies need to be familiar with. Beer brand managers need to

understand the different roles that consumers play in the buying and consumption process.

2.4.1 Consumer as a Perceiver

Cant, and Van Heerden (2012) define perception as a way by which individuals select the
information that they are exposed to, organizes that information, and interprets that information
to form a meaningful picture of the world, through the five senses of sight, hearing, smell, touch
and taste. Blackwell (2003) defines perception as the particular interpretation one gives to
objects and ideas observed or otherwise brought to the customers’ attention through the senses.
The aforementioned researchers view perception as to how customers handle new information

psychologically by organizing and interpreting the stimuli impinging on their senses. The senses
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of smell, taste, hearing, vision, and touch, all yield effects that go further than immediate

sensation.

Sheth and Mittal (2004) support the views of Walters and Bergiel, (1989) and go further by

indicating three factors that shape consumer behavior namely:

Stimulus characteristics being the nature of the message from the environment (objects, brands,

stores, marketers, friends and so forth),

Context characteristics being the background in which the message is received and processed,;

this includes social, cultural, and organisation contexts and,

Customer characteristics being personal understanding and proficiencies including customers’

capabilities on the relevant topic and subsequent experience with similar stimuli.

It is the role of perception to provide a particular emphasis or flavor to the consumers’
understanding of all considerations related to the direction process. The risk reduction concept
views the perception of risk and consequence as fundamental as to how the decision is made
Walters (1989). In the problem solver concept, the consumer’s perception of a problem begins
the process, and the perception of the alternatives, selection criteria, and what is responsible
determines how the perceived problem is resolved. However to cope with the barrage of
marketing information, consumers become selective and ignore stimuli and some possible

interpretations of stimuli, thus biasing their perceptions (Reis 2005).

2.4.2 Consumer as a Learner
Consumers learn to acquire the skills which help them to respond better to the environment and

learning results in a transformation in the context of long period memory. Consumers’ education
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is directed at obtaining skills for upcoming adaptive behaviour (Epp 2008). Hanna and Mittal
(2001) assert that learning infiltrates nearly all customer behaviour and consumption of services
and goods. Consumer behaviour includes learning as both an adaptive and problem solving
activity. More precisely, learning is a process by which changes occur in the content or

organisation of an individual’s long term memory.

Baker and Hart (2007) suggest that consumers throughout their lives acquire numerous skills
that enable them to manage their daily lives. They learn to recognize and to respond to symbols
encountered in the environment such as packages and brand names. They also learn how to
process information in order to solve problems and to think by manipulating symbols
representing reality to form combinations of thinking. It is this thinking that Hanna and Mittal
(2001). Hanna (2001), (Cotte 2004), argue that leads to insight and an enhanced comprehension
of relationship in a problem. The aforementioned researchers further argue that, through a
process known as consumer socialization, consumers obtain the understanding and skills that are
essential to function in the market place. This is the knowledge that SAB premium beer
marketers need to fully understand when developing a marketing strategy that can make

premium beer brands highly competitive in the market.

Applied specifically to the field of consumer behavior, learning occurs in situations ranging from
low to high levels of consumer behaviour. In low involvement learning situations, consumers
have little or no motivation to process the material to be learned. On the other hand in high
involvement learning situations, individuals are motivated to process the information to be
learned. The degree of consumer involvement is a function of the interaction between an

individual, a stimulus, and a situation (Davies and Cline, 2005).
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Consumer decision making involves learning at two different levels, one essentially mental and
the other essentially physical. On the first and more basic level the consumer must learn through
processes which involve the consumer’s beliefs, preferences, feelings, options, and mental
associations that relate to attitude (Schiffman and Kanuk, 2007) . On the other hand, consumers
learn attitudes towards specific physical behaviour. This behaviour may be in the form of a

straight action to meet an inner desire or a specific response to unforeseen market inducement.

Sheth and Mittal (2004) indicate four different mechanisms of learning with which consumers

can overcome this, namely:

e Cognitive learning: acquiring new facts from oral or written statements. Learning comes
when facts are acquired about something, whether incidentally or passively or
deliberately or actively.

e Cognitive learning occurs on two levels: rote memorization which results from active
rehearsal or from passive, repeated exposure to the information, and problem solving
which is a type of mental learning that takes place when the consumer is aggressively
processing information to arrive at a particular decision.

o Classical conditioning is a method in which an individual learns the relationship between
two inducements due to their persistent presence as a pair and because of the continuous
contiguity (pairing), consumers tend to relate to the previously unidentified stimulus,
whatever they consider or feel about the paired other stimulus and,;

e Modeling: learning by observing others also known as learning by imitation or imitative

behaviour, either by the person that is modeled or by others who admire that person.
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2.5  Customer Motivation

According to George and Jones (2010) motivation is the main driving force that leads individuals
to behave in the way that they do. The aforementioned researchers define motivation as the
extent or degree of the drive or provocation that impels individuals to take an action towards
achieving a goal or objective. Chaudhuri (2006) emphasizes that motivation underlies the reason
which impels individuals to undertake certain actions. The aforementioned researchers argue that
motivation is a condition in which bodily energy is organized and directed in a discriminating

way towards the state of undertakings in the external environment referred to as objectives.

Hanna and Woziniak (2001) further indicate that for motivation to occur, two conditions must
prevail. However, the aforementioned author looks at conditions as arousal and direction,
whereas Sheth and Mittal (2004) , presents the conditions as arousal or drive and goal —object.
The aforementioned authors further define condition as an internal state of tension whereas a
goal-object is a material that would have to be acquired in order to reduce the tension; a drive or
arousal provides the motivation to act; goal-object channels the energy into the right direction,
thus a person with goal-object but without the drive is regarded as a dreamer and one with

energy but no goal-object as akin to a hyperactive person.

2.6 Branding and Brand Strategy
The concept of branding has aroused enormous interest among academics as well as practitioners
over the years, as branding is seen as being influential in consumers’ purchasing decisions of

goods and services Petty (2010).

Branding has existed for years as a means to identify the manufacturer of a particular product

and at the same time as a means of differentiating products from different producers. Keller
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(2002) defines a brand as a name, term, sign, symbol, or design or a combination of these
intended to identify the goods and services of one seller or group of sellers and to differentiate
them from those of competitors Keller (2008). Hence each time a marketer fashions a new name
for a product, place or service or a logo, or symbol a brand has been created and to some degree
the marketer has created a certain amount of alertness, reputation, fame and status among
consumers. Brands also serve the end user by providing information about superiority, origin,
and value of goods and services. Aaker (1991) emphasizes that without brands to facilitate
buying decisions, the marketplace would become a puzzling, faceless pack of consumables and

therefore a reputable and esteemed brand can be the most treasured asset of an organisation.

Morrison (2005) argues that for any brand to be outstanding in the market and be recognized by
consumers then it has to be creatively designed and backed up by creative marketing strategies,
hence building a strong brand demands careful planning and paying attention to small details.
Organisations use brands as competitive assets because brands when they are well managed they
are everlasting, produce massive premiums for the organisation and are transferrable between

products as well as between product classes Aaker (2006).

Kotler (2009) argues that outstanding and skilled marketers should have the ability to create,
defend, promote, and protect brands. Keller (2013) asserts that it is essential for marketers to
possess strategic brand management skills, because it encompasses the design and application of
marketing functions and programmes that are aimed at building, measuring, and creatively
manage brands in order to make the most of their value. Back and Packs (2003) add that even
though brands and labeling are not new ideas, in modern economy marketers are relating them to
more varied marketing settings where the functions performed by branding is becoming

increasingly significant. The customary role of brands is also being given a new face. Market
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commentators and experts allude that this tendency will continue to change the face of marketing
and will continue to perform a major role in the formulation of successful marketing strategies in
the future (Keller 2002). South African Breweries beer brand managers need to design strategies

as to how their brands can arouse the greatest interest in consumers.

2.7 The Functions of Brands

According to Kotler (2006), brands pinpoint the source or the manufacturer of a product or
service and permits customers to allocate an obligation to a specific producer or distributor.
Gupta (2007) asserts that consumers acquire more knowledge about brands by coming into
contact with the brand as well as through its marketing initiatives. Beer brand managers need to
have a good understanding of the role that brands play in the buying and consumption process.
Figure 2.3 presents the different roles that brands play to consumers in the buying and
consumption process and how this understanding can assist premium beer brand managers when

designing marketing communication strategies aimed at creating a brand appeal to consumers.
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Figure 2.3 Functions of brands

Brands connect the

consumer’s mind to
the manufacturer or
service provider

Consumers believe that
branded goods and
services offer them a
particular quality or

other value proposition.

Brands indicate
the origin of goods

Brands enable
premium pricing

Brands make the job
of the consumers

very easy and
consumers are choosy!

Same manufacturer
may use different
brands to differenciate
goods of same
description having
different quality and

value.

Source: Adapted from: Elliot and Percy (2007:114)

As a way of attracting and keeping customers, manufacturers develop brands and create
strategies to promote their value, image, prestige, or lifestyle. Chernatony and Macdonald
(1998) point out that by consuming a specific brand, a consumer can strengthen and affirm
his/her own image. Brands can also minimize the doubts that consumers do have when buying a
product that is new in the market, (Raju, Unnava, and Montgomery, 2008). Branding helps
marketers to design marketing strategies aimed at building a sustainable and differentiated

advantage by assuming the personality of human beings (Keller, 2008).
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Only consumers can assign meaning and feeling to nonliving items and a random assortment of
signs and symbols, which indicates that the appeal of branding, is not completely rational (Aaker
1991). Branding should be seen as a tool that an organisation can use to secure and consolidate
its competitive advantage because once consumers become used to a particular brand they
develop a sense of attachment, an emotional attachment consequently they do not readily accept
substitute brands, (Keller 2002). Therefore marketers should produce brands that create an
emotional attachment with consumers where their value can easily be communicated (Edwards
and Days, 2005). In order to do this SAB premium beer marketing managers need to understand
the functions that brands present to consumers as well as to the organisation also referred to as

the Brand Tri Cycle.

Figure 2.4 presents a summary of the functions that are performed by brands to consumers as
well as to the organisations in a process referred to as the Brand Tri Cycle. The figure presents

the value that accrues to the organisation as a result of having powerful brands in the market.
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Figure 2. 4: The Brand Tri-Cycle

Source: Adapted from: Gupta (2007:145)

Ashworth (2007) suggests that brands are created to represent value to the owners of the brands;
they characterize an asset where future revenue flows. They also represent value to consumers;
they provide value and convenience (in that utility is known as guaranteed) as well as fulfillment.
Both consumers and society need brands. Table 2.2 presents the functions of brands and the
benefits that brands bring to consumers. Bravo, Fraj and Martinez (2007) assert that brand
managers need to understand what benefits consumers are seeking in a brand and how consumers
evaluate these brands. This understanding would help premium beer marketers to design brand
positioning strategies that would appeal to consumers.
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Table 2.2 Brand Functions and Consumer Benefits

Function Consumer Benefit

practicality To allow savings of time and energy through identical
repurchasing and loyalty.

Guarantee To be sure of finding the same quality no matter where or when
you buy the product or service.

Optimization To be sure of buying the best product in its category, the best

performer for a particular purpose.

Characterization

To have confirmation of your self-image or the image that you

present to others.

Continuity Satisfaction brought about through familiarity and intimacy with
the brand you have been consuming for years

Hedonistic Satisfaction linked to the attractiveness of the brand, to its
communication.

Ethical Satisfaction linked to the responsible behaviour of the brand in

its relationship towards society.

Identification

To be clearly seen, to make sense of the offer, to quickly identify

the sought-after products.

Source: Jansen and Hansen (2006:242)

2.8 Brand Equity Models

Jansen and Hansen (2006) define brand equity as the set of association and behaviour on the part

of a brand’s customers, channel members and parent corporations that permits the brand to earn

greater volume or greater margins than it could without the brand name. Chaudhuri and
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Holbrook, (2001) assert that a critical analysis of the market shows that there are two sides to
brand equity the first one being the manufacturer’s point of view and the second one being the
users’ point of view. In order for SAB to build and consolidate a strong competitive advantage of
its premium beer brands it needs to come up with marketing strategies that would create and

defend the brand equity of its premium beer brands.

Figure 2.5 presents the sources of brand equity. Keller (2013) argues that brand equity increases
as consumers become more familiar with and more aware of the brand and perceive it to be of
good quality. Consumers’ conviction of the good quality of a brand leads to consumers

associating themselves with the brand resulting in brand loyalty.

Figure 2.5: Brand Equity Model

BRAND EQUITY

BRAND PERCEIVED BRAND

AWARENESS QUALITY ASSOCIATION BRAND LOYALTY

Source: Adapted from: Keller (2008:54)

Brand equity echoes certain consumer confidence in their relationship with a branded item.

Through brand awareness there is a significant increase in sales volume. Once consumers are
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convinced of the good quality of the product, price is at a premium; furthermore a firm can
realize good profits through brand loyalty of the consumers (Keller, 2002). These brand-market
outcomes, according to Keller and Lehmann (2006), quantify the incremental benefit due to the
brand name and mirrors a culmination of the different devices by which the brand name adds

value.

Aaker (1991) argues that brand equity helps customers to interpret, process, and store a great
deal of information related to product and brand. Elliot and Percy (2007) affirm that brand
equity influences consumers’ reliability in buying decisions because the customer has
experienced it before and is familiar with the brand and its characteristics. The product
outcomes that are realized as a result of brand equity are an important means of quantifying the
value of a brand because they are inextricably linked to market forces (Boyle, 2003). Some
marketing researchers have suggested using a profit based approach as a way of measuring and

demonstrating the brand’s value to the organisation.

Ailawadi, Lehmann and Neslin (2003) assert that revenue premium and market shares are
collated even though these are but conceptually different measures. Ambler (2000) asserts that
brand equity and market shares are affected differently by the investments that an organisation

puts into the brand.

Broadbent (2002) points out that consumers do not react and respond in the same way to
marketing mix and initiatives for branded goods when compared to marketing initiatives for
products that are unbranded. With regard to the impact of brand equity, well established and
managed brands enjoy superior long-term sales from their presentation, features, and price

promotion initiatives. Alden, Steenkamp, Jan-Benedict, and Batra (1999) point out that strategic
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marketing communication initiatives such as adverting for national brands results in greater

purchase intention than it does with in-house brands.

Figure 2.6 presents Aaker’s (1991) brand equity model outlining the sources of brand equity and
how an organisation can utilize these different sources to build sustainable brand equity. The
model shows how sources of brand equity such as brand loyalty, consumers’ brand awareness,
perceived quality, brand associations and other proprietary assets can be utilized by an

organisation and edge out competitors.
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Figure 2. 6: Aaker’s Brand Equity Model
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Aaker (1991) defines brand equity as the set of brand assets and liabilities linked to the brand,
namely the brand’s symbol, logo, sign and name that contributes some value to or subtracts value
from a product or service. These value adding assets include brand associations, brand name,
brand awareness and brand loyalty, perceived quality and associations. The brand equity model
depicted in figure 2.6 helps marketers to understand the value that a brand brings to the
organisation and to have a deeper understanding of the connections between the different sources
and components of brand equity and foresee the future performance of the brand. The model
emphasizes that a growth in brand equity is a function of perceived consumer quality, brand
name awareness amongst consumers, and brand loyalty. As brand associations become stronger
the more an organisation achieves brand equity growth. The brand equity model proposed by
Aaker and Joachimsthaler (2000) outline five brand equity sources and components; namely
consumers’ brand loyalty, brand awareness, perceived quality, brand associations, and other

proprietary assets.

2.8.1 Brand Loyalty

A firm can directly benefit from loyal brand consumers in the following ways:

e Reducing marketing costs - this is achieved because the expenses associated with
generating new customers is far greater when compared to the expenses of strategies of
retaining current customers.

e Trade leverage- as faithful buyers become an unwavering source of income for the
organisation.

e Appealing to new market segment — satisfied consumers can assist in promoting the

image of the brand and create awareness hence bringing in first time customers.
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e Time to respond to competitors — devoted consumers that remain loyal to brands give a
company more time to organise resources that can be used to respond to new threats in
the market.

Creating a sustainable competitive advantage requires winning the loyalty of consumers and for

this to happen premium beer marketers need to present their brands in a more appealing manner.

2.8.2 Brand Awareness
Broadbent (1999) define brand awareness as the extent to which a brand is known among the

public, and this awareness is evaluated on the following bases:

e Source upon which brand associations can be devoted and linked to, however this
depends on the power of the brand name, and the number of associations that a brand
can be linked to, which will in turn impact on brand awareness.

o Knowledge and brand preference- consumers who have a positive impression of a
brand will talk frequently about it and in doing so spread brand awareness.

e Brand consideration during the buying process — how often and easily do consumers
remember the brand during the buying time.

Creative marketing efforts should be directed at creating an awareness of premium beer brands
and communicating the attributes and benefits of such brands as most beer consumers are only

familiar with the main stream lager beers such as Carling Black Label, Castle Lager and Hansa.

2.8.3 Perceived Quality
Jensen and Drozdenko (2008) assert that perceived product quality refers to the degree to which
a product is considered to deliver and meet consumers’ expectations. Dalymple and Parson

(2002) argue that marketing is a battle of products and companies for attitudes further insisting
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that marketing is not about what is best for consumers, but rather about what customers perceive
and are convinced of as best for them. (Aaker 1991) argues that brands influence the competitive
advantage of companies since brands are treasured intangible assets that contribute considerably
to an organisation’s performance. However in order to be prosperous companies must
differentiate their brands from those of their nearest rivals and competitors. Back and Packs
(2003) claim that a good knowledge of brand differentiation is essential to the formulation of
strategies and other marketing activities. In this study principal component analysis was used to
establish brand differentiation and similarities of local (SAB) and international premium beer

brands.

Perceived quality can be judged on the following factors:

e Consumers purchase the product because it meets their expectations;

e The product is considered to be different from those of competitors;

e Price — for products that are complex to assess and show some similarities consumers
tend to use price as the indicator of quality.

e Product availability in different distribution channels — consumers regard product that
are offered by many distributors as of high quality.

e The brand lines and extension variety- this communicates to consumers that a brand

has quality guarantee and is applied to a wide range of products.

2.8.4  Brand Associations
Keller (2008) points out that associations that are stimulated by a brand can be evaluated on the

following indicators:
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e The degree to which consumers remember the name of the brand through information
obtained in television and newspaper advertising.

e The degree to which associations can set the brand apart from competition; these
associations can be abstract links such as vitality, or links with real product benefits.

e The role that is played by brand associations in the buying process.

e The availability of brand extensions in the market, a wide range of brand extensions

in the market offers marketers more opportunities of adding brand extensions.

2.9 Brand Equity Model

According to Keller (2008) customer—based brand equity (CBBE) illustrates the strategies which
can be employed by organisations such as SAB in order to build a strong presence and market
share of its premium beer brands that can win customer loyalty based on brand-added value
which is customer—based brand equity. Customer—based brand equity is the differential effect
that consumers’ brand knowledge has on their reaction to the marketing initiatives of that brand

(Keller 2002).

Figure 2.7 presents Keller’s (2002) brand equity model. This model describes the six dimensions
of brand equity namely; customer feelings, brand performance, brand imagery, brand resonance,

brand salience, and customer judgements.

According to this model, the highest level of brand equity is realized when the top of the
pyramid, which is brand resonance, is attained. Brand resonance is realized when consumers
have the highest level of knowledge about the brand, recognize the brand easily and have strong,

favourable, unique brand associations in memory (Keller, 2002).
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Figure 2.7: Keller’s Brand Equity Model
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Source: Adapted from Keller (2013:108)

2.9.1 The Six Dimensions of Customer-Based Brand Equity Model

Branding Objective at
Each Stage

Intense,
active loyalty

T

Positive,
accessible reactions

Points of parity
and difference

Deep, broad
brand awareness

A deeper understanding of the CBBE and the dimensions that make up this model can be used as

a tool by premium beer marketers in their drive to build a strong base for premium beer brands.

Understanding the needs and wants of consumers and organisations and devising products and

programs to satisfy them are at the heart of successful marketing. Marketers should understand

what consumers are looking for when they are buying and consuming premium beer brands.
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2.9.1.1 Brand Salience

Keller (2013) defines salient as knowing how familiar consumers are with a brand, in terms of
easiness in recognizing the brand, being the most favourable to consumers, and whether or not it
is recalled spontaneously. Keller (2008) asserts that the first phase in creating a strong brand
involves describing its identity, meaning the brand will have to know what it is and how it differs
from other brands hence answering the question of “who am 1I””. This is the first obstacle in
developing a brand and in order to successfully overcome this hurdle the marketing department
and all other departments involved in defining the brand will need to ensure that customers
associate themselves with the brand. Chaudhuri and Holbrook (2001) assert that a clear
character and personality between premium beer brands and a specific product class or product
category will have to be created in the minds of beer consumers if these consumers are to
become ambassadors of the brand. When confronted with other beer brands in advertising they
will place the premium beer brands of SAB in a context which will enable them to provide a
solid foundation for the establishment and building of brand awareness and knowledge amongst

consumers hence winning a competitive advantage in the market.

A successful brand shows that consumers have acquired knowledge of both the depth and width
of a brand. In this case depth refers to the ease with which a premium beer brand can be
activated in the minds of consumers’ while width refers to the extent to which this happens when
the consumer is making a purchase decision in the market. Brand salient is a precondition for

moving up on the brand pyramid (Akula, 2008).

58



2.9.1.2 Brand Performance and Brand Imagery

Keller and Lehmann (2006) argue that once brand salient has been accomplished, the process of
brand building takes another step which is aimed at answering the critical question of “what am
I””. This question is answered by both the fundamental (tangible) and extrinsic (intangible)
features and attributes of a brand. Intrinsic features and attributes refer to the extent to which a
brand is perceived to function by users; extrinsic characteristics are those attributes that portray
elements that consumers mostly think about when the brand comes to mind. The creation and
building of a strong brand requires paying great attention to both brand performance and brand
imagery. Madden, Fehle and Fournier (2006) state that brand imagery states what consumers
recall about a brand in terms of value and meaning and not necessarily about how the product
performs in terms of functionality. For example, in terms of premium lager beers this would refer
to for example what consumers think about local premium beer brands such as, Castle Light, in
comparison to imported premium beer brands such as Windhoek lager, Amstel lager, and

Heineken.

Kapferer (2002) points out that building a successful brand starts by paying attention to and
meeting consumer needs and this should be supported by efforts aimed to surpass consumer
expectations. Brand imagery can be boosted by tailoring the brand to consumers’ psycho-social
needs. Brand imagery can be raised directly by improving brand experience of consumers and
indirectly by advertising. Jensen and Hansen (2006) add that when these two dimensions are
well managed they bring about a brand identity that is strong in the minds of consumers, and
consumers have a positive and a unique relationship with the brand. The scores on these brand

dimensions can be considered important indicators for building future brand loyalty.
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2.9.1.3 Brand Judgments and Brand Feelings
Edwards and Days (2005) state that once an organisation has achieved a strong, positive and
exclusive brand identity the process of brand building moves up the pyramid to the next step.
This step deals with how the brand has been positioned in the mind of consumers. It also looks
at the responses of consumers to marketing initiatives and efforts from brand imagery and
performance. The brand is then assessed and judged at this level, articulating a certain attitude
towards opinion of the brand. By this stage there are two important dimensions at play namely:

brand judgment which is rational and brand feeling which is emotional.

Brand judgment denotes the opinion which buyers have of a brand and how they assess the
brand. Bravo et al., (2007) state that consumers’ opinions of a brand are grounded on three

criteria namely: brand quality, brand reliability, and brand superiority.

Figure 2.8 presents the six dimensions of the customer based brand equity model. The model
approaches brand equity from the perspective of the consumer - whether the consumer is an
individual or an organisation. In this model Keller (2008) argues that understanding the needs
and wants of consumers and organisations and devising products and programs that can satisfy
them are at the heart of successful marketing. South African Breweries’ premium beer marketers
should aim their strategies at meeting or surpassing the expectations of consumers so as to build

a strong pool of loyal consumers.

The customer based brand equity model looks at building a brand as a sequence of steps, each of
which is continuous on successfully achieving the objective of the previous one. The model
emphasizes that the first step in building brand equity is to ensure the identification of the brand

with customers and the association of the brand in customers’ minds with a specific product class
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or customer need. The second step is to establish the totality of brand meaning in the minds of
customers by strategically linking a host of tangible and intangible brand associations with
certain properties. Thirdly to elicit the proper customer responses to this brand identification and
brand meaning, and fourthly to convert brand response to create an intense, actively loyalty

relationship between customers and the brand (Keller, 2008).

Figure 2.8 presents the four steps that represent a set of questions that customers ask about
brands which are: Who are you? —Brand identity, What are you? — Brand meaning, What about
you? — Brand response and What about you and me? —Brand relationship. Successful brands
answer these questions in a clear and persuasive way so as to appeal to both current and

prospective consumers. Consumers are loyal to brands that reflect their own personality.
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Figure 2.8 Dimensions of Customer-Based Brand Equity Model
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Source: Adapted from Keller (2008:60)

2.9.1.4 Brand Resonance

Keller et al., (2008) state that when consumers have attained a positive idea of the brand in both
a rational and an emotional sense then an organisation has a solid ground to jump to the last stage
of the pyramid, the brand resonance, which indicates whether or not the buyer is keen to have a
long term relationship with a brand, this allows an organisation to achieve true brand loyalty. At

this stage the consumer associates himself/herself with the values and attributes of the brand to a
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greater extent and is willing to invest in a relationship. This can come in the form of repeat
purchases, reduced susceptibility to information from competing brands, and even in paying a

possible premium price.

Keller (2008) asserts that brand resonance is the critical relationship that exists between a brand
and a buyer, which is assessed using four factors namely: behavioural- achieved through brand
loyalty, consumers’ emotional bond with the brand; being a member of a brand community, and
active brand involvement. Aaker (2000) further points out that brand resonance is enhanced by

the brand leadership tasks that are performed by a brand.

Figure 2.9 presents the four leadership tasks that are performed by brands namely: functional,

behavioural, experiential and symbolic.
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Figure 2.9  Brand Leadership Tasks
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Source: Adapted from Aaker and Joachimsthaler (2000:78)

Aaker (2000) revised the traditional branding model and introduced the brand leadership model
which outlines the strategies of managing a brand. The brand leadership model places the brand
manager higher in the organisation with a long term job on the horizon. The manager, who is
employed by an organisation to promote its brands has the responsibility of being a tactician as
well as the overseer of marketing communications strategies employed by an organisation about
its brands. Keller (2013) points out that the process of developing measures of brand equity and
marketing structures that should support this initiative is complex as it involves focusing on
several products of the organisation targeted at different markets; hence the model depicts brand

identity and brand value creation as the main driver of its strategy. In the brand leadership
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model, the brand management acquires different characteristics: a strategic and visionary

perspective.

The aforementioned authors developed the brand leadership model as a tool for building strong
brands, arguing that there are four challenges that must be addressed if an organisation is to build

strong brands on the market; namely:

The organisational challenge: organisations face challenges in creating and sustaining
structures and processes that lead to strong brands, with strong brand leader (s) for each product,
market or country. Again organisations face a challenge in establishing a common vocabulary
and tools within the organisation, to come up with an information system that allows for sharing
information, experiences and initiatives, and a brand nurturing culture and structure.
McWilliam and Dumas (1997) concur with this challenge, arguing further that in order for an
organisation to build a strong brand everyone on the brand team needs to understand the brand
building process hence they propose metaphors as intelligent tools to transmit the values of a
firm. Doyle (2001) adds that brand management must be seen as part of the total management
process and not only as a specialist marketing activity.

The brand architecture challenge: organisations face a major challenge in identifying brands,
sub-brands and their relationships roles. Barnes (2006) asserts that organisations need to clarify
what is offered to consumers, they also need to create collaboration between brands to support
leveraging of brands as assets. In order to have a clear picture as to when to extend brands SAB
needs to have a good understanding of the roles of its different brands, sub-brands, and endorsed
brands. This knowledge will assist SAB in determining the relative role of each brand in its
portfolio. Aaker (2000) goes further to rename brand architecture calling it instead brand

portfolio strategy, emphasizing that the brand portfolio strategy specifies the structure of the
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brand portfolio and the scope, roles, and interrelationship of the portfolio brands. Therefore this
challenge could be renamed the brand portfolio strategy challenge.

The brand identity and position challenge: Organisations have a major problem when it comes
to assigning a brand identity to each brand and to position each brand effectively so as to create
clarity. Speak and Karl (1998) add that the brand identity challenge should have a long-term
focus in order to integrate the brand building process into the fabric of the organisation.

The brand building program challenge: Organisations are faced with a challenge of crafting
communication programs and other brand building activities that can assist in developing a brand
identity that can help in the brand defining process as well as its implementation. Backman and
Crompton (1991) assert that brand building activities should be aimed at creating a positive
perception that consumers have about premium beer brands, reinforcing the attitudes that
consumers have about premium beer brands, and creating long lasting premium beer brand
loyalty. One of the tactics of achieving this would be to consider alternative media that SAB can
use to connect with its target consumers in addition to traditional advertising channels.

The changes in market structures have been improved so as to identify new market segments:
narrowing brand barriers has led to deregulation of certain sectors of trade such as the beer
market. This has led to fierce competition in the market, as competing premium beer brands try
to attract customers by various means and earn confidence in the market place. This kind of
market behaviour has made it necessary for successful companies to look for markets which
provide them with location advantage and one that holds the customers for their brands Hill et
al., (2011). Business cordoning or securing the trade boundaries is a necessary decision to be

taken for building competitive strategies to attack rivals across regions.
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2.10 Bottom of the Pyramid Model

Rajagopal (2008) argues that brand management strategies and approaches that are aimed at
lower income groups and markets need to take into consideration the personality traits, image
and reputation of the organisation associated with the brands as these have an impact on the
overall perception that consumers have on the brands. Akula (2008) describes the Bottom of the
Pyramid as the mass market comprising of a large number of consumers with relatively low
volume of per capita buying. This market is also considered to comprise of the poorest socio-
economic group. Rajagopal (2008) argues that the performance of global brands in the low
profile consumer market segments is constrained by the high transaction costs and coordination
problems along the brand promotion, consumption and customer value chain. In South Africa
the beer market is heavily patronised by consumers from all income groups, and this gives SAB
an opportunity of further expanding its premium beer brands into this often neglected income
group of consumers who form a large part of the beer market. Creation of a sustainable
competitive advantage of premium beer brands necessitates that SAB look for markets that
would provide them with more location advantage and retain their customers. A critical analysis
of the BoP would offer brand managers an insight into new business strategies on brand
positioning and targeting in suburban and rural markets with pricing and psychodynamics
(Akula, 2008). Targeting premium beer brands at the BoP market segment in the unorganized
market segment would have a psychological impact led by the personality traits on marketing
strategy formulation, over and above the real effects of the absent infrastructures would give

SAB an edge over its competitors in the premium beer market (Beard, 2008).

Figure 2.10 illustrates the BoP brand management strategy and the marketing mix constituents

that form it. The figure points out that in current times marketing-mix strategies considerably
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influence branding strategies in different types of markets. Marketing mix has now stretched
beyond product, place, price and promotion dimensions to packaging, pace, people, performance

of previous bands, posture and psychodynamics
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Figure 2.10: Bottom of the Pyramid Brand Management Strategy
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2.10.1 Attributes of Bottom of the Pyramid (BoP) Market Brands

Products in the Bottom of the Pyramid (BoP) market are largely identified in the context of
packaging, and promotional strategies. Rajagopal (2006) argues that consumers pay great
attention to the packaging of a product when considering buying it as they believe that good
packaging translates into a better product. The aforementioned researcher points out that the

strategy of brand leadership has been embraced by many organisations, however very few
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manage to hold onto and sustain the leadership on the market. Multinational organisations

respond to the challenges of brand leadership by carrying out the following activities.

2.10.2 Customer Knowledge

In order to maintain and sustain brand leadership multinational organisations carry out
comprehensive studies of their consumers and distribution and marketing partners through
regular surveys and market intelligence gathering Kotler (2003). Distributors and customers air
their views and suggestions and these are evaluated and scrutinized and only those ideas that add
value to the organisation are taken into consideration. A competitive advantage strategy for
premium beer brands of SAB cannot be designed and implemented without taking on board its

distribution partners. Business partners need to form an integral part of the strategy.

2.10.3 Long-term Vision

Firms intending to penetrate the bottom of the pyramid market segment tend to compile long-
term plans by developing brand extensions which appeal to upper class consumers and transfer
that perception to the new or intended market segment (Rajagopal, 2006). However,
multinational’ products find it difficult to compete with locally produced goods when it comes to
quantity and market prices, and market elements that have an impact on the buying behaviour of
consumers. The long term vision of a firm competing in the BoP should be to extend the product
line covering the class and mass market segment to provide more shelf space to brands and
narrow competition to emerge as brand leader in the BoP market segment as the market locus of

brand equity shifts from the design to the brand name attribute.
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2.10.4 Product Innovation

In order for organisations to maintain high brand equity in the BoP market segment and remain
relevant to their customers, they need to continuously improve the quality of their products.
Akula (2006) asserts that it is crucial for marketers to understand that brand equity in the BoP

marketplace is a result of an outgrowth of the premium brands and regular market segment.

2.10.5 Quality Confidence
Firms can maintain their brand market share and penetrate the new market segment by firmly
banking on the quality platform (Keller, 2010). Quality improvements would boost the trust and

confidence of customers as well as distribution partners which will boost brand equity.

2.10.6 Product Line

Rajagopal (2008) asserts that firms should create brands that cover a wide class that includes
mass market segments, as this allows the organisation to provide additional shelf space for
products, thereby narrowing the lead of opposition brand leaders in the BoP market segment. In
contrast to premium market segments the anticipated product attributes may eventually minimize
the negative perception that consumers may have about the product quality. In BoP the focus of

the brand equity moves from the design to the brand name quality and its attributes.
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2.10.7 Multi-Brand Strategy

Akula (2008) asserts that firms should trade numerous brands in the marketplace as this will
allow them to increase the presence of brands amongst consumers in the BoP. Firms should
strive to create a brand architecture on a two-dimensional matrix configuration with brands and
geographic stages for effective brand distribution in BoP target market segments (Rajagopal,
2008). Such brand architecture creates a platform upon which firms would design brands
targeting different consumers in the BoP market and contest against locally produced brands that
have the upper hand in the market. This strategy would enable a firm to create more shelf space
for its products in retail outlets and gain more influence with distributors that would give it a
competitive advantage. A clear understanding of the role that is played by distributors in the beer

distribution network would assist SAB in its effort to win the battle in the premium beer market.

2.10.8 Aggressive Branding

Bottom of Pyramid brand strategy demands that firms engage in intensive marketing strategies,
such as intensive advertising, aggressive sales strategies, and promoting defensive sales force
strategies. Back and Packs (2003) assert that BoP brands should have highly visible points on the
shelf, market promotion initiatives, and have a consumer reaction evaluation in the retail outlets.
Brand equity and price premium on brands in the BoP market segment delineates the function of
brand uniqueness, together with brand awareness, brand associations, brand qualities and loyalty
as principal dimensions of the brand. Keller (2002) asserts that relevant brand origin links such
as the consumer’s perception, the firms’ relationship and social image together with the quality
attributes such as product ingredients, product taste, consistency of the brand, and the appearance
of the brand are important. The way the product is packaged are some of the major variables that

influence customer behaviour towards products in the BoP market segment. SAB has a firm
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control of the lager beer market therefore by understanding the BoP model, SAB could use the
reputation of the other well established brands to consolidate the market share of its premium

beer brands.

Due to an increase in the intensity of marketing competition in the urban areas global firms have
turned their marketing initiatives and strategies to remote and developing urban markets. These
markets comprise large societies with small consumption centered on personal brand
associations, with local retailers and distributors of popular international brands in the region.
Urban values and consumerism arrays have emerged when semi-urban marketplaces near rural
markets are restructured, experiencing the dissolution of the conversational patterns of buying

preferences among consumers within the vicinity of semi-urban marketplaces.

The process of globalization has created two distinct rural or semi-urban consumer behaviour
patterns which is referred to as Bottom of the Pyramid. Consumerism has influenced the core

behaviour of consumers to be on a par with the urban consumption patterns (Cruickshank 2009).

Aggressive competition for market share from highly respected brands of multinational firms has
not only decreased the premium beer brand market share, but it has also created price wars
amongst SAB and its competitors thereby reducing profit margins and restricting market growth
of firms such as SAB. This market scenario has inspired companies to contemplate locating

brands to the suburban and rural segments.

The BoP market segment which comprises a large number of consumers has become the
principal target of most of the consumer brands. Brands penetrating the bottom of the pyramid
market should provide constancy and agility at the same time. Constancy is required if the brand

is to build awareness and credibility while alertness in the brand builds perceived values among
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consumers. Readiness is required if the brand is to remain relevant in a free market place

(Blumenthal and 2002).

Beard (2008) points out that brands penetrating the BoP market segment are largely influenced
by factors such as consumption needs, product promotions, lifestyle, and societal indicators that

affect consumer behavior in relation to purchasing featured brands of up-stream markets.

Rajagopal (2009) insists that in the mind of consumers quality and price are not different
concepts and do not exist as isolated concepts. This calls for BoP brands to focus on a profit-
oriented approach in order to tap into the competitive advantage; encourage brand loyalty among
consumers, improving purchasing volume by standardizing products and measuring brand trial
effects. Such brand penetration strategies in the BoP market segment would result in customer
loyalty, which eventually not only improves the brand relationship of the clients themselves but
will also boost the brand to be a market leader (Akula 2008). Brands targeted at the bottom-of-
pyramid (BoP) have an emotional appeal to consumers which is triggered by brand characters in

the process of developing a marketing plan.
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2.11 Brand Positioning and Segmentation
Since segmentation helps in enhancing the strategic position of the product in the minds of
consumers, there is a growing agreement among marketing academics and practitioners that the
allocation of resources to conduct segmentation studies and executing international segmentation
systems is necessary for the outcomes of segmentation to effective brand positioning and
performance (Kapferer 2004).
Hill et al., (2010) argue that world markets cannot be partitioned on geographical variables or on
lifestyle factors alone. They emphasize that due to the increasing influences of the process of
globalization and advancements in technology, the marketplace has been homogenized across
national boundaries and that these changes have made it necessary to add behavioural and
lifestyle segmentation to the geographical segmentation in world markets. This brings about the
strategic need of selecting the desirable market segments which can assist to position relative
brands effectively. The absence of mass markets in most countries has made it impossible for
marketers to craft one global marketing approach that can yield desirable results in terms of
profits in worldwide markets (WTO, 2011).

If segmentation factors or a base exists for market segmentation that goes beyond national
borders then marketers need to develop marketing strategies that can be implemented in to
markets that display similar variables (Kotler and Armstrong, 2011)

Kotler and Keller (2006) argue that pre-determined country bases macro segmentation variables
such as economic, cultural, geographic and technological are insufficient for segmentation when
considered devoid of behavioural bases. The aforementioned authors further argue that pre-

determined country clusters will be inadequate without a full description of the degree of
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homogeneity associated with buyers’ responsiveness to the global program. Segmenting the
global market on macro-variables has three major limitations namely:

e Segmentation decision is centered on country-specific geographical variables and not on

consumer-behaviour variables.
e This kind of segmentation assumes total uniformity of consumer behaviour within
country segments.

o It overlooks the existence of identical segments that transcend national boundaries.
Kotler (2010) describes two main bases for segmenting a market as either a macro or a micro
base: macro base segmentation is defined as groups of countries that are classified and targeted
on national characteristics; micro segmentation analyses and sub-divides each qualifying target
country by characteristics to form localized market segments.
Porter (1986) and Daniel (1987) in Hassan (2010) acknowledge that selective standardization on
a global basis may be strategically beneficial and embrace hybrid strategies of adapting to the
global market. This strategy takes into consideration the fact that globalization is possible with
certain products and that it is possible to group countries’ markets based on the similarity of
target customer groups within each country, Huszagh et al., (1987, in Hassan, 2010). Hence a
firm’s approach to international market may consist of a number of strategies, including global
brands and products as well as country and regional specific products and brands. Thus,
customer segments for premium beer brands can be global, country specific or based on a cluster
of countries with similar characteristics. Premium beer brands such as Heineken, Amstel lager
and Windhoek lager follow this pattern using uniform marketing strategies and initiatives and the

same marketing capabilities and approaches to target their segments throughout the world.
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A study conducted by Hotstede et al., (1999) concluded that a segmentation model can integrate
both country factors and consumer characteristics to better form segments that share

consumption patterns versus traditional models employing country factors alone

2.11.1 The Hybrid Model of Market Segmentation

Global market segmentation is defined as the process of categorizing market segments that
portray similar buying and consumption patterns as country markets or individual markets
comprising of potential buyers with homogeneous attributes who are likely to exhibit similar
buying behaviour patterns (Hassa, Craft and Kortam, 2003). Beer consumers fall into different
categories and segments, and any successful strategy should be segment specific if it is to be
effective. Beer marketers need to understand the different segments that exist in their market.
The hybrid model divides the global markets using segmentation variables such as similar
purchase patterns presented in multiple countries, allowing countries to belong to different
clusters. Hassan (2012) argues that global markets have changed over the years to suggest global
segments based on market factors other than country boundaries. Therefor for effective market
segmentation to take place strict attention must be made to both national and buyer response base
variables. This approach impacts on the inter-market segmentation established on factors other
than the national boundaries approach because due to the process of globalization consumer
segments are converging across cultural and national boundaries. The aforementioned authors
further state that the major facets of hybrid integration can be grouped as: Integrating national
factors and variables with behaviour arrays, not supposing total uniformity of the national
segments, recognizing the presence of the extent of similarity across national borders, allowing
for the segmentation variables to be dynamic in nature and, clearly describing market

globalization as a matter of degree.
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Rajagopal (2009) argues that consumer beer markets can be segmented either on a global basis,
or remain country-specific but they can also be based on collections of grouping of countries
which portray related characteristics. When segmenting the market, SAB, which has gone
international with its premium beer brands should choose the most innovative strategy which
gives the organisation a significant competitive advantage where brand and communication can
be standardized and transferred among countries, a strategy that will give premium beer brands a
status and consistency in image and positioning which is internationally reinforced.

The hybrid global market segmentation is based on the fact that the idea of a single world market
segment that responds homogenously to standardize marketing programs is unrealistic;
approaching each nation as a totally similar market is also not productive. The hybrid market
integration is grounded on the following assumptions (Hassan and Craft 2005). It assumes
different degrees of similarities and dissimilarities in buyers’ preferences for international
brands. The extent of preference similarity and dissimilarity for global brands can be attributed
equally to macro-bases, that is national factors as well as micro-base variables that is behavioural
variables and any mixture of interactions.

The hybrid strategy to world market segmentation vigorously seeks similarity in product image,
marketing initiatives and marketing tools such as advertising, while the multi-domestic strategy
to world market segmentation upholds focus on dissimilarities from market to market (Hassa,
Craft