
CHAPTER 1 


INTRODUCTION 


1.1 INTRODUCTION 

In the Marketing field of study, the consumer decision-making process has in the 

past been documented as comprising of a distinct series of steps. First, the 

consumer has to be aware that a need exists, followed by the search for 

alternatives to satisfy the identified need. Once alternatives have been identified, 

the consumer will compare the possible alternatives in terms of attributes or other 

values of importance. From the evaluated alternatives, the consumer will 

purchase a preferred product or service. The decision-making process is usually 

concluded by a post-purchase evaluation phase that will result in either 

satisfaction or dissatisfaction with the chosen alternative (Solomon, 1996: 268; 

Assael, 1995: 80; Engel, Blackwell & Miniard, 1995: 142-143; Peter & Olson, 

1990: 171; Runyon & Stewart, 1987: 26; and Engel & Blackwell, 1982: 23.) 

ConSidering the well-documented decision-making process, Richardson (2001: 

137) predicts that the Internet will have an enormous impact on how consumers 

make buying decisions. The time and cost of searching and evaluating 

alternatives and negotiating terms are being driven lower and lower. Through the 

Internet consumers find that they no longer have to accept fixed prices for 

products and services and through the click of a few buttons the lowest priced, 

highest quality product can be found. 

Before the Internet became a reality, consumers were often frustrated by having 

to make ill-informed decisions on products and services they wished to acquire. 

Sinha (2000: 44-45) supports this statement by stating that obtaining information 

was time consuming and required a great deal of effort from the consumer. 

Some information was available in the form of newspaper advertisements, flyers 
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and brochures, but this information could often not be used since it was outdated. 

An item on sale today may not be on sale tomorrow; the consumer may take the 

effort to visit a store without being aware that the store is out of stock or sales 

people may not be able to provide the consumer with correct information. It was 

therefore difficult for the consumer to compare a variety of products and to 

compare prices for different products, often with different attributes. 

Considering the above scenario, it is clear that the Internet has brought many 

advantages to the consumer, enabling knowledgeable consumers to make more 

informed decisions and purchases. According to Sinha (2000: 44), advantages 

to the consumer include the availability of free information, easily obtainable from 

the Internet. The search for information is reduced to a few effortless keystrokes, 

where collecting the same information traditionally would require considerably 

more time and energy. The Internet also offers a wealth of information on 

product features, quality of products and reliability of different suppliers. Prices 

for products are available from various outlets and can be compared in real time 

at various Online price comparison sites, by the click of a few buttons. 

Prospective buyers can even read about purchasing experiences of others who 

have already purchased the product 'from a specific outlet. Not only are the 

product choices discussed but often the retail outlet provides the consumer with 

peace of mind for an intended purchase. 

Sinha (2000: 44) continues by stating that the influence of the Internet, 

specifically the availability and ease of obtaining product information, features, 

quality and prices, is also assisting the Online consumer with traditional, "Offline" 

purchases. Consumers are more knowledgeable about products they wish to 

purchase and have a better understanding of how prices are determined by 

sellers. This information assists the consumer to apply more pressure to the 

traditional retailers to reduce prices and cut high profit margins. 
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The Internet represents some major threats to companies and pressure is placed 

on manufacturers and retailers as a result of the wealth of information available 

on virtually all products and services. According to Sinha (2000: 44-45), 

companies are not able to build brands for their products, which would have 

resulted in price premiums as well as high profit margins. The availability of 

manufacturing cost makes it more difficult for the retailer to impose high price 

premiums, and consumers are demanding lower profits generated by retailers 

due to their knowledge obtained from the Internet. 

Lohse & Spiller (1998: 82-85) add to the view expressed above by identifying a 

number of factors influencing Internet store traffic that affect the Online seller. 

The first noticeable factor is the merchandise selection available Online. Internet 

sellers often do not offer as wide a variety of merchandise as that offered by 

traditional sellers, which lead to disappointed consumers. In addition to the lack 

often experienced in terms of variety, consumers can also not interact with the 

product as with paper catalogues. Sellers therefore need to be pro-active by 

offering hyperlinks to more detailed information on products and product 

testimonials. 

Service is a second factor that should be considered by sellers on the Internet. 

Lohse & Spiller (1998: 82) suggest that the Internet has placed operational 

pressure on companies, where consumers demand continuous, useful 

communication, across geographic barriers (worldwide shipping, multilingual 

sites), 24 hours a day, 365 days a year. Service required by consumers includes 

sales information, support for merchandise selection as well as answers to 

frequently asked questions. Consumers also need information on the companies 

they are dealing with, their history, background, credit, return, and payment 

policies, equipping them with the knowledge on the credibility of the organisation 

they are dealing with and providing their credit cards details. The latter is 

especially important for new companies operating solely on the Internet. 
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Sellers of products and services on the Internet should also consider the 

importance of convenience to the consumer, including Online store layout and 

ease of use with regard to the site being visited. General help functions may 

assist the consumer to find a particular function or information when visiting a site 

for the first time. Convenience features may also assist with management of 

consumer expectations, for example including a status indicator, updating 

consumers on the status of a transaction or time remaining for down-loading of 

large files. 

The checkout process is also of importance since most checkout processes are 

relevant only to a specific site. If the checkout process is too long or confusing to 

the consumer, sales will be lost. Lohse & Spiller (1998: 84) continue by pointing 

out that in a real department store, it is easy to undo a purchase by simply telling 

the sales person that you have changed your mind and will only take part of your 

purchase. On the Internet executing this simple function is often difficult and may 

result in all products considered for purchase being discarded, forcing the 

consumer to start with his selection process all over. Information of importance 

to the consumer, for example items out of stock, delivery time and cost, may also 

be omitted when purchasing Online, resulting in unhappy consumers. 

The final factor to be considered is store navigation. Every seller's page has to 

have consistent navigational links to enable the consumer to move around in the 

site. This need is highlighted due to product searches executed on the Internet 

that will link the consumer directly to the end product page. If there are no 

navigation links on the end product page, the consumer may not be able to 

browse the rest of the Online store to find other products of interest. 

Lohse & Spiller (1998: 81) continue by expressing the opinion that understanding 

the consumer is of extreme importance to Online marketers, since the Internet 

offers a number of dimensions that need to be considered to evaluate the 

success of an Online operation. Internet sellers should not presume that 
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consumers do not want a specific product based only on the fact that a product is 

not selling. Attention should be given to the relationship between sales and the 

user interface since this may discourage consumers to purchase products 

Online. Links to related information, limited menus, poorly designed navigation 

and structured World Wide Websites as well as difficulty to obta.in or compare 

information on the same screen all have adverse effects on Internet shopping. 

From the above discussion, it is clear that marketers need to understand the 

consumer to be successful on the Internet. In order to gain knowledge about 

consumer behaviour, marketers should place specific emphasis on consumer 

decision-making and buying behaviour, since knowledge obtained about the way 

consumers choose products will ensure more foclJsed strategies to purchase a 

marketer's product as opposed to that of a competitor. Phau & Poon (2000: 102) 

support this view by stating that markets can be served more effectively and 

profitably if Internet marketers understand the underlying reasons for differences 

in consumer choices. 

From a South African perspective, considering the relative low level of 

penetration by Internet users, the economic dichotomy of the country and the low 

levels of Online purchases, it is especially important for both the local and 

international marketer to understand the dimensions of decision-making and 

buying behaviour of the South African Internet user. 

1.2 DEFINING THE AREA OF RESEARCH 

This study will focus on household Internet users in South Africa. Before setting 

the objectives for this study it is important to look at the broader context of the 

South African Internet user market. 
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1.2.1 A South African perspective of Internet access and usage 

Media Africa.com (2000: 13) provides a history of the South African Internet and 

indicates that the Internet was introduced to South Africa during the late 1980s 

through the efforts of researchers at various Universities in South Africa. The 

more technically inclined members of the public followed by accessing the 

Internet by means of electronic Bulletin Boards in the beginning of the 1990s. 

More than 150 Bulletin Board operators were operational by 1994, offering at 

least e-mail access in South Africa. The first commercial Internet Service 

Providers emerged late 1993, offering services to corporate clients followed by 

the first consumer Internet Service Providers in 1994. 

Aggressive marketing campaigns by several newcomers to the Internet Service 

Provider market resulted in the Internet reaching a critical mass of consumers in 

South Africa, marked by rapid growth during the period October 1997 to 

December 1998. Media Africa.com (2000: 6) continues by indicating that 

following the period of rapid growth, the growth in the South African Internet 

market slowed down significantly during 1999 with expectations that this trend 

would continue during 2000. 

It can therefore be concluded, according to Media Africa.com (2000: 13), that if 

1998 was considered the year of critical mass for the Internet in South Africa, 

1999 was the year of maturity, followed by a year of consolidation during 2000. 

This historic perspective as well as the somewhat pessimistic view of the future 

of Internet access in South Africa is justified by a number of inhibitors to Internet 

growth in the South African economy. According to BMI (2000b: 26) the three 

most prominent factors causing this are the current telecommunication 

monopoly, the population distribution and economic dichotomy. 

a} 	 Telecommunications monopoly: Due to the fact that South Africa has only 

one fixed line telecommunications network provider, namely Telkom, the 
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availability of alternatives is reduced and no pressure can be applied to 

Telkom to meet market expectations. Internet services provided are 

characterised by slow response times and substandard quality, causing 

frustration to Internet users. 

b) 	 Population distribution: The provision of telecommunications and 

Information Technology infrastructure is hampered by high costs due to the 

relatively large geographical size of South Africa with a relative small 

population concentrated in a few metropolitan areas. In addition to the factors 

influencing telecommunications and Information Technology, the distribution 

of products purchased Online is a/so hampered by the distances between the 

major metropolitan areas, often resulting in distribution not being 

economically feasible. 

It should however be noted that the high concentration of people in the major 

metropolitan areas such as Gauteng, Western Cape and KwaZulu-Natal 

could be a driver for localised service offerings, which could prove 

economically viable. 

c) 	 Economic Dichotomy: South Africa is characterised by elements of both 

first and third world economies and is often referred to as a "digital divided" 

country. On the one hand of the economy, South Africa has sophisticated 

information technology and financial infrastructures with an established 

middle class and on the other hand the country is characterised by large 

numbers of poor people living in areas with only the most rudimentary 

infrastructure. Very limited benefits are derived from the Internet and e­

Commerce by this "third world" component and it will take decades to cross 

the bridge between the first and third world components and to substantially 

improve the ratio between the two worlds. It should be noted that although 

the third world component will benefit, they will not be the drivers of either the 

Internet or e-commerce. 
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In contrast with the limiting factors to Internet access, it should be stressed that 

the main driver in the South African Internet market currently is the fact that the 

number of users are growing. Of even greater importance from a marketing point 

of view, is that Internet users are also spending more time using the Internet. 

8MI (2000b: 25) remarks that as users get more exposure to the Internet they 

are gradually starting to do transactions via the Internet, thereby decreasing 

perceived risk concerns in terms of the security of Online transactions. 

In addition it should be stated that an optimistic view of the future of the Internet 

in South Africa, expressed by 8MI (1999: 3), is that it will ultimately become a 

reality for the majority of consumers. This will occur as education levels rise, as 

the younger generation becomes exposed to information technology in schools 

and as the Internet becomes more ubiquitous in public places as well as in the 

working environment. 

1.2.2 Structure of South African Internet users by access method 

The predominant Internet access methods available to South African users are 

via corporate networks (by means of leased lines), academic networks and dial­

up access via modems and personal computers. Dial-up access includes users 

accessing the Internet from home, small-office-home-office (SOHO). businesses 

and Internet cafes. 

While this study will focus on the buying behaviour of household Internet users in 

South Africa, it is important to first consider the size of the overall Internet market 

and access methods in South Africa. The discussion in Section 1.2.2 is based 

on the findings of Media Africa.com (2000: 8-42), unless otherwise stated. 

----~----~-~~ 
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Internet and World Wide Web within the broader literature of electronic 

commerce and electronic business (or simply e-commerce and e-business). 

E-commerce and e-business are two concepts that are often used 

interchangeably in literature. According to Greenstein & Feinman (2000: 2) and 

Bothma (2000: 39) there is however a difference between the two terms, where 

e-commerce is generally considered to have a narrower focus than e-business. 

The term e-commerce is restricting as it does not fully encompass the true nature 

of many types of information exchanges, whereas e-business implies the 

integration of all activities Online and thereby automating all functions of the 

organisation as a whole. 

Watson, Berthon, Pitt & Zinkhan (2000: 1) refer to electronic commerce in the 

broad sense as the use of computer networks to improve organisational 

performance. 

A formal de'finition by Watson et al. (2000: 1) suggests that e-commerce 

involves the use of information technology to enhance communications and 

transactions with all of an organisation's stakeholders (including customers, 

suppliers, government regulators, financial institutions, managers, employees, 

and the public at large). Greenstein & Feinman (2000: 2) add to the above 

definition by including the selling and buying of products and services that require 

transport, either physically or digitally, from location to location. 

According to Bothma (2000: 38-39) e-commerce comprises of three broad 

categories or different types of business groupings on the Internet, namely 

Business-to-Consumer (B2C) e-commerce, Business-to-Business (B2B) e­

commerce and Consumer-to-Consumer (C2C) e-commerce. 
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The first category according to Bothma (2000: 131), business-to-consumer e­

commerce (and the focus area of this study), often referred to as e-tailing, refers 

to marketing and selling to individual consumers Online. 

The second category, business-to-business e-commerce refers to businesses 

conducting business transactions with other businesses Online. Included in B2B 

e-commerce are Online procurement, supply chain management, customer 

relationship management and fully integrated inter-company e-business systems. 

The last category, consumer-to-consumer e-commerce, refers to consumers 

conducting business or interacting with other consumers Online, usually 

facilitated by an independent third party. 

Two other classifications of e-commerce that should be mentioned, although not 

of the same magnitude as the preceding three categories, are government-to­

business or administration-to-business, and government-to-consumer or 

administration-to-consumer e-commerce. 

The Internet (or simply the Net) is defined by Bothma (2000: 3) as a world-wide 

interconnected network of computer networks. Clark (in Richardson; 2001: 67) 

elaborates on the definition of the Internet by viewing the Net as a decentralised 

network of computers that communicate over a variety of phone and data lines 

provided by the government, phone companies and private organisations. 

Bothma (2000: 3-4) provides greater detail of the concept of the Internet by 

stating that the Net comprises of six components. These components, namely e­

mail, Newsgroups, Telnet, File Transfer Protocol, Internet Relay Chat, and the 

World Wide Web are briefly described below. 
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The first component, e-mail, which is what the Internet is most commonly used 

for, is a form of digital message that can be sent between two or more computers 

via the Net. 

Newsgroups represent a collection of more than 30 000 discussion groups that 

function on an e-mail type bulletin board basis and cover a wide range of 

different topics. 

The third component, Tel net, refers to a way of connecting a computer through 

the Internet to a remote computer located elsewhere in the world in order to 

enable the connected computer to become a terminal of the remote computer. 

File Transfer Protocol (FTP) is a set of protocols determining how files are 

uploaded and downloaded between two computers connected across the 

Internet. 

The Internet Relay Chat (lRC) refers to an interactive, real-time, chat service 

where two or more individuals can communicate with each other using a text­

based messaging service. 

The last component of the Net, and the focus area of this study, namely the 

World Wide Web (or simply the Web or the WWW) implies the way of organising 

and viewing the information on the Internet and it provides a user-friendly 

graphical environment to work in. More simplistically, Bothma (2000: 11) refers 

to the Web as a way of looking at and organising the information on the Internet. 

Clark (in Richardson; 2001: 67), supports the view expressed above by defining 

the Web as a multimedia (text, sound, and graphics) subset of the Internet as a 

whole. 
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For the purpose of this study, the term World Wide Web will imply the specific 

subset of the Internet accessed by Internet users for browsing purposes. 

Browsing, often referred to as "surfing", the World Wide Web occurs when 

Internet users search for information on virtually any topic imaginable by means 

of search engines (e.g. Yahoo or Excite) or following links from one site to 

another. Browsing also includes specific searches for sites known to users 

through advertising or word-of-mouth, e.g. ABSA.co.za, Inthebag.co.za and 

Amazon.com. 

The term Online will imply all actions executed on the Internet and include e-mail 

and browsing as well as electronic transactions such as placing of orders, paying 

for products and services purchased and corresponding with vendors 

electronically. 

1.3 	 OBJECTIVES OF THE STUDY 

The primary objective of this study is to determine the buying behaviour of South 

African Internet users by using the Internet as an information source and buying 

channel. 

The following are secondary objectives that will contribute towards achieving the 

primary objective: 

i) 	 determine the factors Internet shoppers and non-shoppers take into 

account when considering whether or not to purchase via the Internet; 

ii) 	 for non-Internet shoppers, determine whether or not they will purchase via 

the Internet in the future and which product and service categories they 

consider purchasing from; 
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iii) 	 for non-Internet shoppers not considering to purchase via the Internet in 

the future, determine whether or not they would consider purchasing via 

the Internet if more, well-known South African businesses offer products 

and services via the Internet; 

iv) 	 for current Internet shoppers, future Internet shoppers and non-Internet 

shoppers who do not consider to purchase via the Internet in the future, 

determine whether or not they use the Internet as information source to 

search for product and service information prior to purchase from non­

Internet based sellers; 

v) 	 for current Internet shoppers, determine the relationship between the 

length of time being an Internet user and factors considered before 

purchasing Online; 

vi) 	 for current Internet shoppers, determine the product and service 

categories they currently purchase from and the product and service 

categories they consider to purchase from in the future via the Internet; 

vii) 	 determine the relationship between the demographic variables of Internet 

users and the decision whether or not to purchase via the Internet, as well 

as the product and service categories they currently purchase from and 

consider purchasing from in the future. 

1.4 	 CONTEXT OF THE STUDY 

As defined in the objectives set in Section 1.3, this study will focus on factors 

influencing the consumer decision-making process that leads to buying 

behaviour for household Internet users in South Africa. Due to the focus of the 

study, only the decision-making process and buying behaviour of South African 

Internet users will be researched to derive a better understanding of consumer 
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behaviour as well as the decision-making process of the South African Internet 

user. 

The decision was made to focus on household Internet users and to exclude 

corporate as well as business users and factors influencing their decision-making 

processes. The reasoning behind excluding these users is based on the fact that 

this study will attempt to provide insight into the buying behaviour of the 

consumer and to focus on the business to consumer and not the business to 

business Internet offerings. 

Important to note is that although the study focuses on the consumer, and by 

implication household Internet access, many academic and corporate users may 

access the Internet from these networks and purchase products and services in 

their capacity as an individual consumer. It is important to note, for the purpose 

of this study, that these users will be excluded from the study and that only 

Internet users who access the Internet from home will be considered. 

Respondents limiting their Internet usage to e-mail only will also be excluded 

from the study. 

This study places no limit on age, gender, income, language, education level, 

race or ethnic group. The only limit enforced by the study is that respondents 

participating in the study have to have Internet access, regardless of the length of 

time, and that users should engage in browsing activities. 

1.5 IMPORTANCE OF THE STUDY 

The study will examine existing theory on consumer decision-making and buying 

behaviour via another, non-traditional, medium (i.e. the Internet) and the 

importance thereof can be highlighted by the views expressed by three leading 

research companies in South Africa. 
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BMI (1999: 3) states that the Internet has become one of the key measurements 

of a country's progress towards "superhighway status" in the information age. 

This statement is supported by Media Africa.com (2000: 55) that expresses the 

opinion that in reality the Internet has become a crucial tool for remaining 

competitive in a global market. 

BMI (2000a: 7) points out that although the South African Internet market is 

relatively small, the business to consumer market is a viable and profitable 

segment. However, key to Online success is an understanding of consumers' 

Online behaviour, preferences and concerns. The proper profiling and 

monitoring of consumers is of critical importance to enable the marketer to 

convert "browsers" into "shoppers", and more importantly into regular shoppers. 

Webchek (1999:21) supports this view by stating that understanding customer 

needs and wants significantly enhances the chance for success in the Internet 

environment. If companies don't understand their customer needs and wants, it 

will be more difficult to know where to focus their energy, effort and capital. It is 

also likely that companies will have to make significant, often expensive, changes 

to Websites after launch, and that they will not be able to obtain the returns they 

expected. 

From the opinions expressed above, it is clear that understanding the South 

African Internet user decision-making process and buying behaviour is a critical 

factor for success in this market. 

The study will provide a theoretical basis for the consumer decision-making and 

buying processes together with the application of existing theory on the Internet 

user. Once the theoretical basis has been established, the study will aim to 

provide insight into the buying behaviour of South African Internet users through 

empirical research. The results from the study will contribute to the field of 

knowledge in a number of ways. 
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Firstly, the results will provide a better understanding of the application of 

traditional theory on consumer decision-making and buying behaviour with 

regards to Internet users. The differences and application of existing theory will 

be highlighted and conclusions will be made to the relevance of existing theory 

and models when applied to the Internet. 

Secondly, the findings of the study will provide insight into the decision-making 

and buying behaviour of the Internet user. The findings will offer perspectives of 

both Internet shoppers and non-shoppers and will offer an analysis of reasons 

why some Internet users shop Online while others don't engage in shopping 

activities. 

From the analysis, the study will offer the marketer with insights on how to 

approach the Internet user to prompt purchase behaviour. Deductions from the 

study will also empower marketers to understand why some Internet users do not 

engage in Online shopping activities and will assist them to draft Internet 

strategies that will convert surfers to shoppers. 

Finally, the study will also assist the traditional channel manager to gain insight 

into the decision-making and buying behaviour of Internet users and may assist 

with strategies to address current shortfalls of the Internet, that will result in 

Internet shoppers returning to traditional means of shopping. 

1.6 DEMARCATION OF THE STUDY 

By focusing on the usage and buying patterns of South African Internet and Web 

users, meaningful insights can be obtained that will assist with the execution of 

the empirical aspect of this study. This section will provide valuable input to this 

study by providing information on the South African Internet and Web user. 
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1.6.2.2 Online shopping 

According to Webchek (1999: 53), South African Internet users have identified a 

number of aspects regarding Online shopping that they consider important with 

regards to Internet shopping. In order of importance, the eight most important 

aspects of Online shopping considered are: 

• Security 

• Reliability 

• Convenience 

• The ease of finding the product Online 

• Speed of Internet access 

• Price of the item 

• Ability to make more informed purchase 

• No pressure from a sales person 

The reason for listing the factors considered to be important, is that users may be 

discouraged to purchase via the Internet if the seller does not consider these 

factors. 

BMI (2000a: 60-61) estimates that 33% of South African Internet users purchase 

products and services Online. This represents a growth of 120%, up from 15% in 

1999. The majority of Internet shoppers tend to purchase annually (37%) or at 

least monthly (47%). These shoppers are most probably new Internet users or 

first time buyers. Eleven percent can be regarded as weekly shoppers and five 

percent shop at least daily. 

-------~----~~-------
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telephone costs, speed of Internet services and not enough knowledge to make 

use of it. 

From the above discussions, it is clear that in order to be a successful seller of 

products and services on the Internet, marketers will have to understand 

consumer decision-making and buying behaviour. It is not only important to 

understand what factors influence consumers to buy, but also to understand what 

products they will not consider buying and the reasons why. With greater 

knowledge about consumers, sellers to South African Internet users will be able 

to draft more effective and profitable strategies to meet needs expressed by 

these users. 

1.7 OUTLINE OF THE STUDY 

This research study is divided into eight chapters. Chapter one provided an 

introduction to the study. The area of research has been defined as well as the 

necessity to execute the study flowing from identified problems, which act as 

motivation to execute the study. The objectives for the study were set and the 

demarcation of the study was presented. 

Chapters two, three and four present the theoretical base of the study. Chapter 

two focuses on the comprehensiveness of consumer behaviour by examining a 

number of consumer behaviour models. 

Chapter three provides a detailed discussion on the consumer decision-making 

process documented in marketing literature by focusing on the various stages of 

the process together with the influences that affect the different stages. 

The influence of the Internet on the consumer decision-making process is 

considered in Chapter four and a consumer decision-making model applied to 

the Internet is discussed. 
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The problem statement for the study is highlighted in Chapter five and the 

hypotheses for the study are formulated. 

The research methodology that will be used in the study is outlined in Chapter 

six. The first part of this chapter provides a theoretical overview of the research 

methodology applied in the study. The second part provides inSight into the 

sample selection and statistical techniques to be used. 

Chapter seven is dedicated to analysing the results obtained from the empirical 

phase of the study. The statistical results are provided, interpreted and 

discussed and the main findings from the researCh-phase of the study are 

highlighted. The hypotheses formulated for the study (Chapter 5) will also be 

accepted or rejected in Chapter seven. 

The final chapter, Chapter eight, summarises the major findings from the study 

and draws a number of conclusions. The chapter ends by highlighting the 

limitations of the study and provides recommendations for future research. 

- ..~.~.----
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