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Chapter One
Indlaction

1.1. Background of Study

According to Solomon.et al, (2006:138-145) an @i is a lasting, general evaluation of people
(including oneself), objects, advertisements ouass Consumers have attitudes towards every
product-specific behavior, as well as towards ngeeeral consumption-related behaviors. Two
people can each have the same attitude towardbjact dor very different reasons. As a result,
it can be helpful for a marketer to know why antade is held before attempting to change it.
Some attitudes are formed as the result of a needréler, structure or meaning. This need is
often present when a person is in an ambiguouat&tuor is confronted with a new product e.g.
‘Bayer wants you to know about pain relievers’. kk&ters who are concerned with
understanding consumers’ attitudes have to conwetid complex issue: in decision-making
situations, people form attitudes towards objedieothan the product itself that can influence
their ultimate selections. One additional factoctmsider is attitudes towards the act of buying

in general. Product itself, are influenced by tlesialuations of its advertising.

According to Khan (2006:121) an attitude provideseaes of cues to marketers. They predict
future purchases, redesign marketing effort andenatude more favorable. Attitudes indicate

knowledge, feelings and intended action for thegistimulus.

As Kotleret.al (2005: 273) stated a motivated person is readgcto How the person acts is
influenced by his or her perception of the situatiBerception is the process by which people
select, organize and interpret information to fameaningful picture of the world. People can
form different perceptions of the same stimulusabese of three perceptual processes: selective

attention, selective distortion and selective reven

Kotleret.al. (2005:549) discussed as the most distinctive gkiprofessional marketers is their

ability to create, maintain, Protect and enhaneads of their products. A brand is a name, term,
sign, symbol, design or a combination of these, ithentifies the maker or seller of the product
or service. Consumers view a brand as an impogaritof a product, and branding can add

value to a product. Some products, however, casrgrands. ‘Generic’ products are unbranded,
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plainly packaged, less expensive versions of comriibey often offer prices as much as 40

percent lower than those of main brands.

Medicine prices and financing are inescapable faatgpecially in developing countries where
the price of medicine is considered to be one ef most important obstacles to access of
essential medicines (WHO, 2004). But rational utegyeneric drugs can provide substantial
savings for patients, healthcare budgets and insaréunds without affecting the quality or the
therapeutic effect of the prescribed medicine (Kigkand Ascione, 2001; Thomas and Vitry,
2009). WHO encourages the generic drug trade ftr developed countries and particularly for
developing ones, as a possible alternative foegsing access to medicines by poor populations
(WHO, 1992). Consumers can save up to 90 per detiteocost of their medication by using

generic products (Shafi and Hassali , 2008).

Food and Drug Administration (FDA) allows drug caanges to produce a comparable drug and
call it by its generic name. The FDA requires aggendrug to be chemically equivalent to the
brand name drug from which it was cloned (Lind&Q20In Ethiopia there are 10
pharmaceutical companies and all of them produnergedrugs. The drugs that are produced
from domestic companies as well as imported froneiotountries distributed by importers and
whole sellers. There are 243 total numbers of ingossrand wholesalers that handle the
distribution system and all of them are inspectgédod, Medicine and Health Care
Administration and Control Authority of EthiopiaNFHACA). (FMHACA Proclamation No.
661/2009).

According to the growth and transformation goal amtop ten focused area , pharmaceutical
industry is one of the focused sector and Ethioggamernment have many incentives for
investors who have interest of investing in drugwafacturing. But the consumption pattern may
be influenced by how consumers perceive the prodndtthe kind of attitude they attaché for
domestic and imported drugs. Therefore this reseigrgoing to focus on the consumer attitude

and perception towards domestically produced damgksthe related issues.
1.2. Statement of Problem

According to khan (2006:121) an attitude provideseaes of cues to marketers. They predict

future purchases, redesign marketing effort anderaktude more favorable. The consumers’
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attitudes have a potential to determine whethdsuy the product or not. If consumes have a
negative attitude, they less likely to buy the prtdand look other alternative but if they have a
positive attitude they most likely show interesthioy the product. Unlike other countries in
Ethiopia there is no enough research on the consurattitude regarding to the domestically

produced drug.

According to Samli (2013:38-37) Quality percepticomes through three different influences:
country of production, country of assembly, andriagtc attributes of the product in question.
Based on the above three reasons the consumetsdattowards that specific product may be
shaped and they hold their perception regardingh® specific product. The countries of
production have potential impact on the purchasgsoe of the specific product because as
researches show most consumers relate the produatgy with the country of production.

Moreover Huddlestort al. (2001), indicates there is a linear relationdgween a country’s

image and consumer perceptions for the qualitycafdg produced in the country. Consumers
may assume that more developed countries produter lmpiality products. So as we are in
developing country knowing the consumers perceptegarding to the domestic products

guality based on the effectiveness is very imparandomestic drug companies.

Not only quality perception but also price perca@pthas important messages for marketer.
According to Kotler and Kellef2012:387-388)Customers may have a lower price threshold
below which prices signal inferior or unacceptatpmlity, as well as an upper price threshold
above which prices are prohibitive and the prodygears not worth the mondynderstanding
how consumers arrive at their perceptions of pricesan important marketing priority.
Unfortunately the prices of drugs from domestic gdtompanies are marketed with much
discounted price compared with the imported onesoAsumer can buy locally produced Pain
killer with less than 10 birr but same drug impdrfeom other country can cost more than 80
birr. This huge price difference may lead consuneidgecide wrong decision based on the price
of domestically produced and imported drugs becauwsgy consumers use price as an indicator

of quality.

As a marketer, it is crucial to know the consumextsitude regarding domestically produced

drugs as well as what kiraf perceptions they attach for price variation aoa they judge it for



its effectiveness. Therefore the student researchenterested to conduct research on the

consumers’ attitude and perception regarding daoadist produced drug.
1.3 Research Questions

This study attempted to assess the attitudes amegieons of consumers towards domestically

produced drugs by giving special emphasis on theWog basic research questions:-
1. What kind of attitude consumers do have for dstioally produced drugs?

2. How consumers perceive domestically producedsmrffectiveness?

3. How consumers perceive price variation?

1.4 Objective of the Study

1.4.1 General Objective

The general objective of this study was to asshkssattitude and perception of consumers

towards drug products of domestic origin.
1.4.2 Specific Objectives

The following are the specific objectives that ghedent researcher was tried to achieve:

-To indicate the attitude of consumers’ for domestycproduced drugs.

-To identify the perception of consumer for effeetiess of domestically produced drugs.
-To point out the perception of consumer with puegation

1.5 Significance of the Study

The student researcher believes that the studyessiell some significant points that help for

different parties.

Therefore, it helps for local drug manufacturerb® aware of the consumers’ attitude and
perception for their products in order to designtdremarketing mix strategy. Not only the
company but also the wholesalers, it provides puirto analyze price related issues. In addition,

the study has created a very good opportunity Hier dtudent researcher to learn the practical
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research process and technique. Further, the stilldgerve as an input for those who need to

conduct an in depth investigation in the area
1.6 Delimitation of the Study

In fact, this research has tried to assess consuragitude and perception towards domestic
origin drugs in Addis Ababa. Although consumer ngst relief from their illness through

different traditional ways, the study was focusedlydhe modern drugs that are listed on the
standard treatment guideline of Ethiopia. The p®foa of consumers was studied only in

relation to drug’s effectiveness and price variatio

The study focused on pharmacists and drug consuatdesge. In order to be considered as a
sample respondent individuals must previously aepee an illness at least once and treated
with the modern drugs and during data collectiametialso with illness and were ready to buy or

on consumption of drug.

Although the target populations are all the drugstoners who are found in Addis Ababa, since
cost and time difficulty to address the entire econer, student researcher chose consumers who
are found in community pharmacy of Addis Ababa. Bhedy time limit was from March 1,
2014 to April 13, 2014

1.7 Definition of Terms
Drug: -is a medicine use for treatment of disease

Domestically produced Drugs - any medicine that is registered in the Ethiopiational drug

formulary and produced in Ethiopia



1.8 Research Design and Methodology
1.8.1 Research Design

To accomplish the above objective and to seek antwéhe research questions, the student
researcher employed a descriptive research meffiud. research method helps in assessing

consumers’ attitude and perception towards domesitjin drugs.
1.8.2 Population and Sampling Techniques

In order to gather appropriate information relevianthis study the student researcher took the
drug consumers and pharmacists who are found insAtlblaba are considered as a population

of the research study.

Since the numbers of drug consumers in Addis Alzabaremendous, it was difficult to exactly
determine the exact number, the list and the lonabf the consumers. Due to this reason the

appropriate institutions, pharmacy, were seleabegket the sample unit.

Regarding the sampling procedure, both probabdlitd non probability sampling method was
used. From probability, a simple random techniques wised to select the sub- cities and
community pharmacies. Due to budget constraintd tdtfive sub-cities (Arada, Addis Ketema,

KolfeKeranio, Lideta and Kirkos) were selected frome 10 sub-cities and then from each of
these 5 sub-cities, 5 community pharmacies werentaising simple random sampling method.
Finally from each pharmacy by using non probabititgthod, 9 consumers were taken for self-
administered questionnaire using quota samplinghotetBased on the recommendation of
Malhotra, (2006:339) a total numbers of 225 gquadificonsumers were taken as a reliable

sample. Additionally a total number of 25 salesrpteists were interviewed.
1.8.3 Types of Data Collected

To make this study complete and achieve the obgstithe primary data was collected from

consumers and pharmacists.



1.8.4 Data Collection Method

To get first hand information important to the studuestionnaire were prepared and distributed
to drug consumers. The questionnaire was desigaegpen ended and closed ended questions.

The sales pharmacists were interviewed.
1.8.5 Data Analysis Techniques

The quantitative data that collected through closedied questions were analyzed by descriptive
data analysis techniques; in order to summarizditigdéngs through table, chart, frequency and
percentage. Responses that were obtained from epded questions in the questionnaire and

interview response were narrated and are usedofmosiuthe analysis
1.9. Limitation of the Study

All studies no matter how they are prepared witfhhtonsideration, limitation do exist. There
were some factors that hindered the study not todoeed out as it was expected from which;
some questionnaires were not fully filled, salesrpiacist were not easily accessible for

interviewing.
1.10. Organization of the Study

The study is organized in to four chapters. Thst fothapter includes background of the study,
statement of the problem, objective of the studgniBcant of the study, delimitation of the
study, definition of terms, research design andhouklogy, limitation of the study and
organization of the paper. In the second chapteralie review is reviewed. The third chapter
deals with presentation, analysis and interpratadiodata. The forth chapter includes summery,
conclusion and recommendation. Finally the biblapdry and appendix is attached with research

paper.



CHAPTER TWO

REVIEW OF RELATED LITRATURE

2.1 Characteristics Affecting Consumer Behaviour

According to Armstrong and Kotler (2012:135) Consurpurchases are influenced strongly by
cultural, social, personal, and psychological ctigréstics. For the most part, marketers cannot
control such factors, but they must take them adcount. A person’s buying choices are further

influenced by four major psychological factors: mation, perception, learning and attitudes.
2.1.1 Motivation

According to Noel (2009:90-91) motivation refersth@ inner state of arousal that leads people
to behave the way they do. It occurs when a neadoissed within the consumer that they have
to satisfy. If that need, is not satisfied then dmsumer will undergo a certain amount of
tension. The greater the need the more inten$e istate of tension. This drives the consumer to
engage in relevant activity to achieve their goad satisfy the need. Consumers usually have
two types of goal. The first type is a genag@al, something that will fulfill a consumer’s need
For instance, if a consumer states that he is @tk he wants to buy a drug, he has stated a
generic goal. However, if all of the drugs opti@pen to him he states that he wants a Germany
brand anti pain that is a product specific goaisTipe of goal is of major concern to marketers

since these goals determine the types of prodactdends that consumers choose.
2.1.2 Theories of Human Motivation

As Wong.et.al discussed in their books (2004:269)cRologists have developed theories of
human motivation. Two of the most popular theoaes from Sigmund Freud and Abraham

Maslow.
2.1.2.1 Freud’s Theory of Motivation

Freud assumes that people are largely unconsciahe oeal psychological forces shaping their
behaviour. He sees the person as growing up amdsspg many urges. These urges are never

eliminated or under perfect control; they emergdraams, in slips of the tongue, in neurotic and



obsessive behaviour or ultimately in psychosessTHreud suggests that a person does not fully

understand his or her motivation.
2.1.2.2 Maslow’s Theory of Motivation

Abraham Maslow sought to explain why people arealriby particular needs at particular
times. Why does one person spend much time andjermer personal safety and another on
gaining the esteem of others? Maslow’s answerasthibman needs are arranged in a hierarchy,
from the most pressing to the least pressing. Mdslbierarchy of needs is arranged as follows
in order of importance; they are (1) physiologinakds, (2) safety needs, (3) social needs, (4)
esteem needs, (5) cognitive needs, (6) aesthetidsnend (7) self-actualization needs. A person
tries to satisfy the most important need first. Whieat important need is satisfied, it will stop

being a motivator and the person will then tryagsfy the next most important need.
2.2. Perception

A motivated person is ready to act. How the peisds is influenced by his or her perception of
the situation. Two people with the same motivatsord in the same situation may act quite
differently because they perceive the situatiorfedéntly. Why do people perceive the same
situation differently? All of us learn by the floaf information through our five senses: sight,
hearing, smell, touch and taste. However, eachsofegeives, organizes and interprets this
sensory information in an individual way. Thus @grtionis the process by which people select,
organize and interpret information to form a megfuhpicture of the world. People can form

different perceptions of the same stimulus becaafséhree perceptual processes: selective

attention, selective distortion and selective riéten (Saunders.et.al, 2005: 273)

As Stewart.et.al (2000:54) mentioned the selegiroeess help explain why some people are
not affected by some advertising. They don’t seeearember it. Even if they do, they may

dismiss it immediately
2.2.1 Selective Attention

According to Keller and Kotler (2012:162) attentimnthe allocation of processing capacity to
some stimulus. Voluntary attention is somethingppgeful; involuntary attention is grabbed by
someone or something. It's estimated that the geengerson may be exposed to many
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advertisements or brand communications every dagaise we cannot possibly attend to all
these, we screen most stimuli out with a procededcaselective attention. It means that
marketers must work hard to attract consumers’ceoflhe real challenge is to explain which

stimuli people will notice. There are some findings

1. People are more likely to notice stimuli thalate to a current need. A person who is
motivated to buy a drug will notice drug advertisgns and be less likely to notice other

advertisements.

2. People are more likely to notice stimuli theyi@pate. You are more likely to notice drugs
than any other thing in a pharmacy store becausedgno’t expect the store to carry other than

drug.

3. People are more likely to notice stimuli whosvidtions are large in relationship to the
normal size of the stimuli. You are more likelyrtotice an advertising offering $100 off the list
price than one offering $5 offfhough we screen out much, we are influenced bypetted
stimuli, such as sudden offers in timail, over the phone, or from a salesperson. Markanhay

attempt to promote their offenstrusively in order to bypass selective attenfitiers.
2.2.2 Selective Retention

Based on Armstrong.et.al (2005:274) people wilbdtsrget much of what they learn. They tend
to retain information that supports their attitudesd beliefs. Because of selective retention,
consumers are likely to remember good points méaeitathe product and forget good points
made about competing products. Because of seleexposure, distortion and retention,
marketers have to work hard to get their messdgesgh. This fact explains why marketers use
so much drama and repetition in sending messag#seiomarket. Although some consumers
are worried that they will be affected by marketimgssages without even knowing it, most

marketers worry about whether their offers willgerceived at all.
2.2.3 Selective Distortion

Even noticed stimuli don't always come across ia thay thesenders intended. Selective
distortion is the tendency to interpret informatiom a way that fits our preconceptions.

Consumers will often distort information to be cistent with prior brandand product beliefs
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and expectationg-or a stark demonstration of the power of consubmand beliefs, consider
that in “blind” taste tests, one group of consumers samples aqtradghinout knowing which
brand it is, whileanother group knows. Invariably, the groups havfemint opinions, despite
consuming exactlyhe same productWhen consumers report different opinions of branaied
unbranded versions of identigadoducts, it must be the case that their brandpaoduct beliefs,
created by whatever means (pesperiences, marketing activity for the brand,her like), have
somehow changed their prodystrceptions. Selective distortion can work to theamtage of
marketers with strong brands when consundésort neutral or ambiguous brand information to

make it more positive. (Kotler and Keler, 2012: 162

The perceptual process is not an easy task; it esnaoordination of many interrelated sub
groups. According to Solomon.et.al (2006:38) a @eineal process can be broken down into the

following stages

» Primitive categorization, in which the basic ch&eastics of a stimulus are isolated.

» Cue checks, in which the characteristics are apdlyz preparation for the selection of a
schema.

» Confirmation checks, in which the schema is selctthe consumer may decide that a
brand falls into his ‘mysterious’ schema.

» Confirmation completions, in which a decision isdeas to what the stimulus is: the
consumer decides he has made the right choice. &uperiences illustrate the
importance of the perceptual process for produsttipming. In many cases, consumers
use a few basic dimensions to categorize compeinogucts or services, and then
evaluate each alternative in terms of its relasiteanding on these dimensions.

2.2.4 Misinterpretation of Marketing Messages

The marketers wishing to communicate about theddpcts must be very careful and present
their messages so that they are not misinterprbetd@dnterpreted accurately. A large number of
audiences do not understand the real meaning behendnessages. This may also be due to
demographic variables or, their casual approachatdsvthe advertisement. Memory is the

storage factor which could be of long term or sherm. Memory can be activated. The

marketers do it by repetition of messages. Whenniguitems, one tries to recall the past

experiences with that item. How pleasant it hachbddis affects the decision making process.
(Khan, 2006: 91)
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2.2.5 Perception and Marketing Strategies

According to Noel (2009:92) when we talk of peroeptand marketing strategy, we direct the 4
Ps for proper exposure, attention, interpretatiod action. Thus, the product, its brand name,
style, packaging and other features should all loeh ghat a proper image or meaning is
perceived by the individual. Price decides the @abfi goods. A high or a low price may be
perceived in different ways. Some may think of ghhprice as a good quality product from a big
company or a prestigious product and brand. Othexg think of a high price as a gimmick,
whereas, the other lower priced products compatewitl the brand in question. Similarly, a
low price may be interpreted as a low quality piichr, as an opportunity given by the company
to make its product popular. The selection of thelia is important and it should be correlated
with the audience one tsying to reach. We can have different media foarand urban areas.
We may also havdifferent media for younger people, as comparedider peopleMedia for
men, women, high income, or low income groups miap ae different. Theadvertisements
must capture attention and convey meaning. Theuroess take an interest the advertisement
when they are in need of the product, not othenwsegious strategies of capturitige attention

of the consumers can be used. A successful adyeeist must accomplish 4 basic tasks these
are Exposurelt must be exposed to reach the consumer. Atten8bould be able to attract the
customer and make him interested in the produtdrpretation’The meaning attached should be
consistent with the projected meaning. Memadwust be stored in the memory so that retrieval

is possible.
2.3 Learning

According to Solomomt.al (2006:62) learning refers to a relatively permdnehange in
behaviour which comes with experience. This expeeedoes not have to affect the learner
directly. We can learn vicariously by observing mgethat affect others. We also learn even
when we are not trying to do so. This casual, @mtbnal acquisition of knowledge is known as
incidental learning. Our knowledge about the waddconstantly being revised as we are
exposed to new stimuli and receive feedback thatvalus to modify behaviour in other, similar
situations. The concept of learning covers a log@und, ranging from a consumer’s simple
association between a stimulus such as a proddca aesponse to a complex series of cognitive

activities. Psychologists who study learning hadvaaced several theories to explain the
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learning process. These range from those focusingiraple stimulus—response associations to
perspectives that regard consumers as complex gmesblvers who learn abstract rules and
concepts by observing others. Understanding theseries is important to marketers as well,

because basic learning principles are at the béamany consumer purchase decisions.

As wonget.al wrote (2005:274) the practical significance ofrféag theory for marketers is that
they can build up demand for a product by assogat with strong drives, using motivating
cues and providing positive reinforcement. A newnpany can enter the market by appealing to
the same drives that competitors appeal to andrbyiging similar cues, because buyers are
more likely to transfer loyalty to similar brandgnh to dissimilar ones (generalization) Or a new
company may design its brand to appeal to a difteset of drives and offer strong cue

inducements to switch brands (discrimination).
2.4 Attitude

Based on Khan (2006:121) attitude is a learnedigpedition to respond in a constant favorable
or unfavorable manner, in respect to a given objgetrketers try to bombard consumer with

information. These may have positive or negativeot$.

Noel described in his book (2009:98) marketersreeéittitude as a general, lasting evaluation of
an attitude object. An attitude object is any persibject, advertisement or issue to which you
have an attitude. An attitude endures over timeiamdist apply to many different situations and
not to a momentary event. For instance, if somdeeks negatively about wine only when they
see teenagers drinking, and feels positively alicort all other occasions, then they would not
be described as having a negative attitude towardg. It is important for marketers to
understand how attitudes are formed and how theydcbe influenced since this could help

them influence consumers’ decisions.
2.4.1 The Tri-Component Model of Attitudes

Most marketers agree that attitudes have three cpemts: cognitive (what consumers think),
affective (what consumers feel) and conative (what consurde)s Consumers decide which
adverts to view, which stores to visit, which produthey like and what to purchase all based on

their attitudes. The thinking component of attituonsists of a consumer’s cognitions: their
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thoughts and beliefs about the attitude object. Témding or ‘affective’ component of a
consumer’s attitude is evaluative in nature; ittuegs a consumer’s overall assessment of the
item in question. This assessment could be faverablnfavorable. The doing component deals
with the likelihood that the consumer will perforam action (that is purchase a product or
service). In determining what consumers will do,rkegers collect data about the consumer’s
intention to buy. It must be noted that many fegtean impact on whether a consumer
eventually acts on their intention; they may not, éxample, have the money available. (Noel,
2009:98)

2.4.2 The Functions of Attitudes

According to Bamossy.et.al (2006:139) Consumer latrtudes towards very product-specific
behaviours, as well as towards more general consomppelated behaviours .The functional
theory of attitudes was initially developed by theychologist Daniel Katz to explain how
attitudes facilitate social behaviour. According tlus pragmatic approach, attitudes exist
because they serve a function for the person. iEh#tey are determined by a person’s motives.
Consumers who expect that they will need to de#i similar information at a future time will
be more likely to start forming attitudes in argaiion of this event. Two people can each have
the same attitude towards an object for very diffierreasons. As a result, it can be helpful for a
marketer to know why an attitude is held beforeratiting to change it. The following are

attitude functions as identified by Katz.

Utilitarian function : The utilitarian function is related to the bagignciples of reward and
punishment. Consumers develop some of their aigudwards products simply on the basis of
whether these products provide pleasure or paskdgaard.et.al, 2006:139)

Ego-defensive function:Individuals are attracted towards products thae dhem protection
and enhance their image in a society. It proteatsemers against internal and external anxieties
and environment. Here marketing stimuli and momgig@darly products become an instrument
of the protection process, e.g., visible prestigalpcts, mouthwash, deodorants, perfumes, make
an individual more acceptable in a gathering. Fmtance mouthwashes are used to avoid
anxiety producing situations. Creams are used éonoving pimples from the face. (Khan,
2006:122)

-14 -



Value-expressive function: Attitudes that perform a value-expressive functexpress the
consumer’s central values or self-concept. A pefsoms a product attitude not because of its
objective benefits, but because of what the prodags about him or her as a person. Value-
expressive attitudes are highly relevant to lifespnalyses, where consumers cultivate a cluster
of activities, interests and opinions to exprespaaticular social identity. (Solomaz.al,
2006:139)

Knowledge function Some attitudes are formed as the result of a f@edrder, structure or
meaning. This need is often present when a pessonan ambiguous situation or is confronted
with a new product .An attitude can serve more @ function, but in many cases a particular
one will be dominant. By identifying the dominaninttion a product serves for consumers,
marketers can emphasize these benefits in theimzoncations and packaging. (K.Hogogal,
2006:139)

2.4.3 The ABC Model of Attitudes and Hierarchies oEffects

Most researchers agree that an attitude has tla@anents: affect behaviour and cognition.
Affect refers to the way a consumer feels aboutatitude object. Behaviour involves the

person’s intentions to do something with regarcamoattitude object. Cognition refers to the
beliefs a consumer has about an attitude objeds Model emphasizes the interrelationships
between knowing, feeling and doing. Consumers'tuatés towards a product cannot be
determined simply by identifying their beliefs abdu(Solomon.et.al, 2006:140)

2.4.3.1 Levels of Commitment to an Attitude

According to Solomon (2006:146) Consumers varyhgirtcommitment to an attitude, and the

degree of commitment is related to their levelafolvement with the attitude object, as follows.

Compliance At the lowest level of involvement, compliance, attitude is formed because it
helps in gaining rewards or avoiding punishmerasfothers. This attitude is very superficial. It
is likely to change when the person’s behaviounaslonger monitored by others or when

another option becomes available.

Identification: A process of identification occurs when attitugegs formed in order for the

consumer to be similar to another person or group.
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Internalization: At a high level of involvement, deep-seated adiits are internalized and
become part of the person’s value system. Thegadss$ are very difficult to change because

they are so important to the individual.

As Noel (2009:99) described two groups of variallage been shown to influence the impact of
communication on consumer attitudes. First, soaredibility and attractiveness is important to
changing attitudes. If the information is supplied someone that the consumer trusts and
respects, then the message that they are convisyfiag more likely to be given credence. For
this reason, many marketing messages are preseyntpdrsons with expertise of some sort —
such as a dentist extolling the virtues of Coldgatgthpaste. As consumers, we must determine
how believable the source is. Sources are genaradlyible when they possess one or more of
the following: trustworthiness, expertise and/@tss. The second group of variables is related to
the message itself. It includes: perceptual aspddtse advertisement such as visual elements or
vividness; learning and memory aspects such agitiepgone- versus two-sided arguments, or

comparative advertising; and affective aspects sisatmotional, sex, humor and fear appeals.
2.4.4 Value Perception versus Quality Perception

There are two major groups of perceptions motith& international consumer to develop or
modify an attitude, formulate purchase intentioasd finally to make a decision to purchase.
These are value perception and quality percepQumlity perception, as Zeithaml (1988) states,
is the expressed superiority or excellence of tloelyct. When consumers evaluate the quality of
products, they will use extrinsic attributes retate products and intrinsic attributes, which
include the salient features of the product, amathgrs such as the reputation, recognition, and
superiority (Olson 1977; Zeithaml 1988). Intrinsittributes are cultivated by country of origin
cues and brand recognition, whereas extrinsicbates are related to product characteristics
such as size, appearance or attractiveness, aod. dinese influences are cultivated by the
country of production. These two groups of peraei are value perception and quality
perception. Quality perception comes through thltifferent influences: country of production,
country of assembly, and extrinsic attributes & ginoduct in question. Through the reputation
of the country, product and brand continue as #¥fecinfluences. In other words, quality
perception does not come first, and the producttnbes making a powerful impact to be

preferred. Of course, the ideal situation wouldfb@lue perception and quality perception work
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together in the same direction. In such a caseievpérceptions and quality perceptions would
work jointly and create a synergistic impact. Olus®, the same situation could be in the
opposite direction. (Samli, 2013:64-65)

According to Huddleston et al. (2001), shows thedré is a linear relationship between a
country’s image and consumer perceptions for thaityuof goods produced in the country.
Consumers may assume that more developed couptoelsice better quality products. Also
another author suggests that country of origincéffés used as an important cue in forming
positive and negative influences of a product’'sntouof manufacture, and hence affecting
decisions and purchases (Watson and Wright, 2000).

Oscar Wilde saw a major difference between priag\aiue: “A cynic is a person who knows
the price of everything and the value of nothindyi’ Old Russian proverb says: “There are two
fools in every market one asks too little, anothsks too much.” Charging too little wins the sale
but makes little profit. Furthermore, it attradte twrong customers those who will switch to save
a dime. It also attracts competitors who will matechexceed the price cut. And it cheapens the
customer’s view of the product. Indeed, those wdibfer less probably know what their stuff is
worth. Charging too much may lose both the salethaccustomer. Peter Drucker adds another
concern: “The worship of premium prices always t@saa market for a competitor.” The
standard approach to setting a price is to deterniia cost and add a markup. But your cost has
nothing to do with the customer’s view of value.uY@ost only helps you to know whether you
should be making the product in the first placeteAfyou set the price, don’t use the price to
make the sale. You use the value to make the Aaléee lacocca observed “When the product
is right, you don’t have to be a great marketeeff Bezos of Amazon said: “I am not upset with
someone who charges 5 percent less. | am concevitedsomeone who might offer a better
experience.” So how important is price? Christopgfey of the Juran Institute said: “In over 70
percent of businesses studied, price scored #2 as#he feature with which customers are least
satisfied. Yet among switchers, in no case wereentban 10 percent motivated by price!”
Globalization, hyper competition, and the Interae¢ reshaping markets and businesses. All
three forces act to increase downward pressureioasp Globalization leads companies to move
their production to cheaper sites and bring progliimio a country at prices lower than those

charged by the domestic vendors. Hyper competdmounts to more companies competing for
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the same customer, leading to price cuts. Andrterriet allows people to more easily compare
prices and move toward the lowest cost offer. Tlaeketing challenge, then, is to find ways to
maintain prices and profitability in the face oé#e macro trends. (Kotler, 2003: 138-139)

2.5 What Is a Price?

According to Armstrong and Kotler (2011:290) in tharrowest sense, prige the amount of
money charged for a product or a service. More diyparice is the sum of all the values that
customers give up to gain the benefits of havingsing a product or service. Historically, price
has been the major factor affecting buyer choioerelcent decades, non price factors have
gained increasing importance. However, price gtithains one of the most important elements
that determine a firm’s market share and profitgbiPrice is the only element in the marketing
mix that produces revenue; all other elements sgmtecosts. Price is also one of the most
flexible marketing mix elements. Unlike producttig@s and channel commitments, prices can
be changed quickly. At the same time, pricing &nlamber one problem facing many marketing
executives, and many companies do not handle grieell. Some managers view pricing as a
big headache, preferring instead to focus on otharketing mix elements. However, smart
managers treat pricing as a key strategic tookcfeating and capturing customer value. Prices

have a direct impact on a firm’s bottom line.
2.5.1 Consumer Psychology and Pricing

According to Keller and kotler (2012:387) many eoomsts traditionally assumed that
consumers were “price takers” and accepted prite$aae value” or as given. Marketers,
however, recognize that consumers often activabggss price information, interpreting it from
the context of prior purchasing experience, foromhmunications (advertising, sales calls, and
brochures), informal communications (friends, cadjees, or family members), point-of-
purchase or online resources, and other factorshBse decisions are based on how consumers
perceive prices and what they consider the cuaetual price to be not on the marketer’s stated
price. Customers may have a lower price threshatvb which prices signal inferior or
unacceptable quality, as well as an upper pricestiold above which prices are prohibitive and
the product appears not worth the money. Even riecassion, however, some companies can

command a price premium if their offerings are uei@nd relevant enough to a large enough
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market segment. Understanding how consumers agivéheir perceptions of prices is an
important marketing priority. The consumers drawittlperception with considering reference

prices, price—quality inferences, and price endings
2.5.1.1 Reference Prices

Although consumers may have fairly good knowled§eprice ranges, surprisingly few can
accurately recall specific prices. When examiningdpcts, however, they often employ
reference prices, comparing an observed price fatamal reference price they remember or an
external frame of reference such as a posted ‘aegatail price.” All types of reference prices
are possible, and sellers often attempt to mari@uleem. For example, a seller can situate its
product among expensive competitors to imply thdielongs in the same class. Department
stores will display women’s apparel in separateadiepents differentiated by price; dresses in
the more expensive department are assumed to betteir quality. Marketers also encourage
reference-price thinking by stating a high manufests suggested price, indicating that the
price was much higher originally, or pointing tocampetitor's high price. When consumers
evoke one or more of these frames of referencd, pleeceived price can vary from the stated
price. Research has found that unpleasant surprises perceived price is lower than the stated
price can have a greater impact on purchase ld@tilthan pleasant surprises. (Keller and kotler,
2012:387)

2.5.1.2 Prestige Price Indicate Quality

As Stewart.et.al (2000:370) discussed in their bowny consumers use price as an indicator of
quality. Image pricing is especially effective widgo-sensitive products such as perfumes,
expensive cars, and designer clothing. A $100 éatl perfume might contain $10 worth of
scent, but gift givers pay $100 to communicatertiégh regard for the receiver. Price and
quality perceptions of cars interact. Higher-pricsds are perceived to possess high quality.
Higher-quality cars are likewise perceived to bghkr priced than they actually are. When
information about true quality is available, prioecomes a less significant indicator of quality.
When this information is not available, price aats a signal of quality. Some brands adopt
exclusivity and scarcity to signify uniqueness arstify premium pricing. Luxury-goods makers

of watches, jewelry, perfume, and other productserofemphasize exclusivity in their
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communication messages and channel strategies.luikary-goods customers who desire
uniqueness, demand may actually increase priceausecthey then believe fewer other

customers can afford the product.
2.5.1.3 Price Endings

Many sellers believe prices should end in an odohber. Price encoding in this fashion is
important if there is a mental price break at tighér, rounded price. Another explanation for
the popularity of “9” endings is that they suggastiscount or bargain, so if a company wants a
high-price image, it should probably avoid the @ddling tactic. One study showed that demand
actually increased one-third when the price ofesslrose from $34 to $39 but was unchanged
when it rose from $34 to $44. Prices that end Witdnd 5 are also popular and are thought to be
easier for consumers to process and retrieve framony.26 “Sale” signs next to prices spur
demand, but only if not overused. Total categotgssare highest when some, but not all, items
in a category have sale signs; past a certain ,psété signs may cause total category sales to
fall. Pricing cues such as sale signs and pricasethd in 9 are more influential when consumers’
price knowledge is poor, when they purchase tha itdrequently or are new to the category,
and when product designs vary over time, priceg saasonally, or quality or sizes vary across
stores. They are less effective the more they seel.uLimited availability (for example, “three

days only”) also can spur sales among consumekgeBcshopping for a product.
2.5.2 Major Pricing Strategies

The price the company charges will fall somewhez®vben one that is too high to produce any
demand and one that is too low to produce a piGfistomer perceptions of the product’s value
set the ceiling for prices. If customers percelvat the product’'s price is greater than its value,
they will not buy the product. Product costs set floor for prices. If the company prices the
product below its costs, the company’s profits wilffer. In setting its price between these two
extremes, the company must consider several iriteamal external factors, including
competitors’ strategies and prices, the overallketamg strategy and mix, and the nature of the
market and demand. There are three major priciradesfies. These are customer value-based
pricing, cost based pricing, and competition-bageding. Like everything else in marketing,

good pricing starts with customers and their pdioap of value. When customers buy a
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product, they exchange something of value (theeptic get something of value (the benefits of
having or using the product). Effective, customeeitted pricing involves understanding how
much value consumers place on the benefits thegivedrom the product and setting a price
that captures this value. (Armstrong and Kotled, 2091)

2.5.2.1 Cost -Based Pricing

Cost-based pricingnvolves setting prices based on the costs for ymiodj, distributing, and
selling the product plus a fair rate of return itsreffort and risk. A company’s costs may be an
important element in its pricing strategy. Some pames work to become the “low-cost
producers” in their industries. Companies with lowests can set lower prices that result in
smaller margins but greater sales and profits. hewether companies intentionally pay higher
costs so that they can claim higher prices and imarghere are different types of cost based
pricing. (J.Etzel.et.al, 2004:331)

2.5.2.1.1 Cost-plus pricing

The simplest pricing method is cost-plus pricindgdiag a standard mark-up to the cost of the
product. Construction companies, for example, stijohi bids by estimating the total project

cost and adding a standard mark-up for profit. Lensy accountants and other professionals
typically price by adding a standard mark-up tdrtbests. Some sellers tell their customers they

will charge cost plus a specified mark-up. (wongle2004:681)
2.5.2.1.2 Break-Even Analysis

Another cost-oriented pricing approach is breakaepecing or a variation called target profit
pricing. The firm tries to determine the price dtigh it will break even or make the target profit
it is seeking. Target pricing is used by Generaldvl®y which prices its cars to achieve a 15-20
per cent profit on its investment. This pricing hwd is also used by public utilities, which are
constrained to make a fair return on their investim€arget pricing uses the concept of a break
even chart, which shows the total cost and toteémae expected at different sales volume
levels. (Armstrong and Kotler, 2012:298)
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2.5.2.2 Competition-Based Pricing

Competition-based pricing involves setting pricasdal on competitors’ strategies, costs, prices,
and market offerings. Consumers will base theigjudnts of a product’s value on the prices that
competitors charge for similar products. In assgsstompetitors’ pricing strategies, the
company should ask several questions. First, hass doe company’s market offering compare
with competitors’ offerings in terms of customerlue? If consumers perceive that the
company’s product or service provides greater vahe company can charge a higher price. If
consumers perceive less value relative to compgtiaducts, the company must either charge a
lower price or change customer perceptions to fjusti higher price. Next, how strong are
current competitors, and what are their currerdipg strategies? If the company faces a host of
smaller competitors charging high prices relativéhie value they deliver, it might charge lower
prices to drive weaker competitors from the markethe market is dominated by larger, low-
price competitors, the company may decide to tangserved market niches with value-added
products at higher prices. (Armstrong and Kotl@&12299)

2.5.2.3 Customer value-based pricing

Value-based pricing means that the marketer cadesign a product and marketing program
and then set the price. Price is considered aldtigall other marketing mix variables before the
marketing program is set. Although costs are aroimapt consideration in setting prices, cost-
based pricing is often product driven. The compdegigns what it considers to be a good
product, adds up the costs of making the produnct,s®ts a price that covers costs plus a target
profit. Marketing must then convince buyers that giroduct’s value at that price justifies its
purchase. If the price turns out to be too higle, tompany must settle for lower markups or
lower sales, both resulting in disappointing psfiValue-based pricing reverses this process.
The company first assesses customer needs and pataeptions. It then sets its target price
based on customer perceptions of value. The tatgetee and price drive decisions about what
costs can be incurred and the resulting produggdeAs a result, pricing begins with analyzing
consumer needs and value perceptions, and the priset to match perceived value. It's
important to remember that “good value” is not $hene as “low price.” Companies often find it
hard to measure the value customers will attadgtstproduct. For example, calculating the cost

of ingredients in a meal at a fancy restaurantlatively easy. But assigning value to other
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satisfactions such as taste, environment, relaxatonversation, and status is very hard. Such
value is subjective; it varies both for differenbnsumers and different situations. Still,
consumers will use these perceived values to etemlgroduct’s price, so the company must
work to measure them. Sometimes, companies askigmrs how much they would pay for a
basic product and for each benefit added to therofr a company might conduct experiments
to test the perceived value of different produéeis. There are two types of value-based pricing:
good-value pricing and value-added pricing. (Kodeal, 2004:683)

2.5.2.3.1 Good-Value Pricing

A recent economic event has caused a fundamentairsbonsumer attitudes toward price and
quality. In response, many companies have changsd pricing approaches to bring them in
line with changing economic conditions and consurpace perceptions. More and more,
marketers have adopted good-value prigtrgtegies—offering the right combination of qualit
and good service at a fair price. In many casas, lths involved introducing less-expensive
versions of established, brand-name products. Ev@rgompany now offers small, inexpensive
models better suited to the strapped consumer’'gdiudh other cases, good-value pricing has
involved redesigning existing brands to offer mquality for a given price or the same quality
for less. Some companies even succeed by offeesg Value but at rock-bottom prices.
(Armstrong and Kotler, 2012:292)

2.5.2.3.2 Value-Added Pricing

Value-based pricing doesn’'t mean simply chargingtwdustomers want to pay or setting low
prices to meet competition. Instead, many compaagpt value-added pricingtrategies.
Rather than cutting prices to match competitorsy thitach value-added features and services to
differentiate their offers and thus support highgces. For example, at a time when competing
restaurants lowered their prices and screamed éVatua difficult economy, fast-casual chain
Panera Bread has prospered by adding value andiepaaccordingly. (Armstrong and Kotler,
2012:292)

-23-



2.5.3 New-Product Pricing Strategies

Pricing strategies usually change as the produssgsathrough its life cycle. The introductory
stage is especially challenging. Companies bringinga new product face the challenge of
setting prices for the first time. They can chobseveen two broad strategies: market-skimming
pricing and market-penetration pricing. (Armstrargl Kotler, 2012:314)

2.5.3.1 Market-Skimming Pricing

Many companies that invent new products set higffiairprices to “skim” revenues layer by
layer from the market called market-skimming pricifor price skimming). When Apple first
introduced the iPhone, its initial price was as mas $599 per phone. Apple skimmed the
maximum amount of revenue from the various segmafntise market. Market skimming makes
sense only under certain conditions. First, thedpetis quality and image must support its
higher price, and enough buyers must want the ptodt that price. Second, the costs of
producing a smaller volume cannot be so high they tancel the advantage of charging more.
Finally, competitors should not be able to enter narket easily and undercut the high price.
(W.Stuartet.al, 2003:379)

2.5.3.2 Market-penetration pricing

Rather than setting a high initial price to skinf sxinall but profitable market segments, some
companies use market-penetration pricing. Theyadetv initial price in order to penetrate the

market quickly and deeply — to attract a large neinds buyers quickly and win a large market

share. The high sales volume results in fallingssoalowing the company to cut its price even
further. The high volume results in lower costd tiaturn, allow the discounters to keep prices
low. Several conditions favor setting a low priEest, the market must be highly price sensitive,
so that a low price produces more market growthoBe, production and distribution costs must
fall as sales volume increases. Finally, the loiggpmust help keep out the competition and the
penetration pricer must maintain its low-price piosi— otherwise the price advantage may be
only temporary. (Saundeesal, 2004, 690)
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2.6 Social criticisms of marketing

As Kotler.et.al (2004:170) highlighted Marketing receives muchi@em. Some of this criticism

is justified; much is not. Social critics claim theertain marketing practices hurt individual
consumers. Consumers, consumer advocates, govdrrnmgenmcies and other critics have
accused marketing of harming consumers through fiigies, deceptive practices, high-pressure
selling, shoddy or unsafe products, planned obsete® and poor service to disadvantaged
consumers. Many critics charge that marketing prestraise the cost of goods and cause prices
to be higher than they would be under more ‘seasgystems. They point to three factors: high
costs of distribution, high advertising and proranticosts and excessive mark-ups. Marketers
respond by saying that consumers can usually baogtifinal versions of products at lower
prices. However, they want and are willing to payrenfor products that also provide
psychological benefits that make them feel wealttiractive or special. Brand name products
may cost more, but branding gives buyers assuramicesnsistent quality. Heavy advertising
adds to product costs but is needed to inform em#liof potential buyers of the availability and
merits of a brand. Excessive mark-ups Critics alsarge that some companies mark up goods
excessively. They point to the drug industry, wheegll costing 10 cents to make may cost the
consumer a 4 birr to buy. Marketers respond thastniwusinesses try to deal fairly with
consumers because they want repeat business. Mwosturoer abuses are unintentional.
Marketers also stress that consumers often domdéenstand the reason for high mark-ups. For
example, pharmaceutical mark-ups must cover thdsco$ purchasing, promoting and
distributing existing medicines, plus the high sk and development costs of formulating and
testing new medicinesMarketers are sometimes accused of deceptive peactihat lead

consumers to believe they will get more value ttiey actually do.
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CHAPTER THREE

DATA PRESENTATION, ANALYSIS AND INTERPRETATION

This part of the research paper deals with preientaanalysis and interpretation of the

collected data through questionnaire and interview.

The primary data that was used for this reseangtlystvas collected from two categories of
respondents. The first categories were the congynagldressed by distributing questionnaire

and the second groups were the sales pharmaastaréhaddressed using interview.

225 Questionnaires were distributed to drug conssiméio are found in Addis Ababa. Out of
225 copies of questionnaires distributed 197 (87 .&%re filled out and returned. Interview was

conducted with 25 selected sales pharmacists.

The data which was gathered through closed endedtiqns was analyzed and presented in
table, graph and the data which was gathered thropgn ended questions and interviews was

narrated to support the findings of the quantiatimce.
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3.1 Analysis of Respondents General Characteristics

Table 1: General Characteristics of Respondents

Item Item Description No. of respondents| Percentage
No.
(%)
1. Sex Male 86 43.7
Female 111 56.7
Total 197 100
2 Age <18 28 14.2
18-30 120 60.9
31-43 17 8.6
44-56 7 3.6
Missing 25 12.7
Total 197 100.0
3 Monthly income <500 45 22.8
500-1500 39 19.8
1501-2500 34 17.3
2501-3500 10 5.1
>3500 47 23.9
Missing 22 11.2
Total 197 100
4 Educational background llliterate 14 7.1
Elementary 48 24.4
9-12 60 30.5
Diploma 27 13.7
Degree and above 48 24.4
Total 197 100
5. Profession Health 9 4.6
Non-health 73 37.1
professionals
Non professional | 115 58.4
Total 197 100
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As it is illustrated in the table 1 in item numlein the previous page, out of 197 respondents
86(43.7%) were found to be male and 111(56.3%)hefmt were found to be females. This

implies that more number of females was particgpatethis research.

In table one item number two in previous page,dati the age structure of respondents, 28
(14.2%) of the respondent were younger than 18syelt; 120(60.9) were found between the
age of 18-30 years old; 17(8.6%) of them found ge aange of 31-43; 7(3.6%) of the

respondent were older than 44 years old. This fetlshe student researcher more than half of

the respondents ages were between18-30 and théeassar for update information.

From table 1 item number 3 in previous page, tlgh mumber of respondents 47(23.9%) earn
monthly income greater than 3500 and 45(22.8%hefrespondent earn monthly income less
than 500, but 83(53.3%) monthly income range betwi® -3500. The student researcher can
infer that from research finding most of the reshbgrarticipants monthly income range between
500 and 3500 Ethiopian birr.

On the table one item number 4 in previous pageettucational background implies that the
respondent, 14(7.1%) of them are illiterate; 48{2€). of them are elementary school; 60(30.5%)
of them are in range of 9-12 grade; 27(13.7%) efrttare diploma holder and 48(24.4) of them
are educational background of degree or above degrbis shows the student researcher

includes respondents from all educational backgidewel.
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3.2 Analysis on Major Findings Directly Related tathe Study

The following part covers responses obtained framsamers and sales pharmacists who are
essential for the analysis of the stated problem @norder to articulate their responsive

interpretation.

Table: 2 Consumers’ Perception about Equal Effectigness of Domestic Drugs, A.A, 2014

No. | Statement Level of agreement Frequency | Percent (%)
Domestically manufactured drugStrongly agree 25 12.7
have equal effectiveness as imported
drugs. Agree 17 8.6
1 Neutral 47 23.9
Disagree 80 40.6
Strongly disagree | 28 14.2
Total 197 100.0

According to table two of item 1 consumers wereedsto indicate their level of agreement
whether domestically manufactured drugs have egffiettiveness as imported drug, 25(12.7%)
of them said they strongly agree; 17(8.6%) of theaid they agree; 47(23.6%) of them said
neutral; 80(40.6%) of them said they disagree a8(l4£2%) of them said they strongly
disagree. above result tells for the student rebeaithat more than half 108(54.8%) are disagree
or strongly disagree about the equal effectivenésmmestically manufactured drugs compared
to imported once. As Huddleston et al., (2001)estattonsumers may assume that more
developed countries produce better products. Alsmight be due to lack of consumers’
awareness regarding to standards of drug manuiiagtaompany or they might have from their

prior experience.
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Table 3 Consumers’ Perception for Better Effectiveass of Domestic Drugs, A.A, 2014

No. | Statement Level of agreement Frequency Perce(¥)
To what extent do you agree thaStrongly agree 6 3.0
domestic manufactured drugsAgree 14 7.1

2 have better effectiveness tharmNeutral 34 17.3
imported drugs Disagree 107 54.3

Strongly disagree 36 18.3
Total 197 100.0

As it shown in table 3 in the above, consumers vasied to what extent they agree about the
domestic manufactured drugs have better effectsgeniean imported drugs, 6(3.0%) of them

indicated that they strongly agree, 14(7.1%) shilytagree, 34(17.3%) said they are neutral,
107(54.3%) said they disagree and 36(18.3%) sagy #trongly disagree. Based on data
indicated above the student researcher can inéraihly 20(10.1%) of the respondent strongly

agree or agree about better effectiveness of daen@siduct. This may be due to that consumers
relate countries technological advancement witlgutality of product because Huddleston et al.
(2001), shows that there is a linear relationshgtwieen a country’s image and consumer
perceptions for the quality of goods produced i ¢buntry. Consumers may assume that more
developed countries produce better quality producdso according to Watson and Wright

(2000) suggests that country of origin effectsssdias an important cue in forming positive and
negative influences of a product’s country of matire, and hence affecting decisions and

purchases.
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Table 4 Consumers’ Perception about Inferior Effedveness of [omestic drugs, A.A, 201

No. | Statement Level of agreement | Frequency | Percent (%)
Domestically manufactured dru| Strongly Agree 25 12.7
have lesser effectiveness tr| Agree 61 31.0
3 imported drugs Neutral 30 15.2
Disagree 49 24.9
Strongly Disagree 31 15.7
Missing Value 1 0.5
Total 197 100.0

As it is depicted in table 4onsumers were asked to indictiteir level of agreement abc
domestically manufactured dru lesser effectiveness than imported drigem total respondent
25(12.7%) of them strayly agree, 61(31.0%) of the agree, 30(15.2) of them we neutral,
regarding to the lesser effectiveness of domestigsicompared to imported alternatives
49(24.9%) of themwere disagree a 31(15.7) of them werstrongly disagre about lesser
effectiveness of domestic dr.. Based on the aforementioned data we deduce that
significant number of responde that is 86(43.7%)f the responder disagree or strongly
disagreedThe student researcher can conclude that more hhtirof the consumer percer

domestic drug either better or equal effec

| — — ]

B No; 136; 69%

B yes; 19; 10%

| don’t know;
42;21%

Figure 1 Consumers’ Perception on Effectiveness of Domesfirugs, A.A, 201«
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According to the data indicated in the pie charthi@ previous page, respondents were asked to
indicate whether domestically produced drugs atesffective at all and 19(10%) of them were
perceive as it is not effective at all, 136(69%}l#m were don’t think as at is no effective at all
but 42(21%) of them were faced difficulty on denglion the topic. Based on the data indicated
above the student researcher can infer that majofithe respondents didn’'t think domestically
manufactured drugs are not effective at all but oaneof ten consumers perceive as domestic

drugs are not effective at all.

Among 197 respondent consumers 19(10%) were perteat domestically manufactured drugs
are not effective at all. The student researchetdrfind out the major reasons behind some
consumers hold an attitude of domestic drugs d$erteve at all. According to the finding, the

majority of respondents’ reasons were due to ldakuality and effectiveness of domestic drugs
but there are also some respondents who mentiafficient technological advancement and

trained human resource.

During interview with the sales pharmacist they avasked about the effectiveness of domestic
drug and majority (20 out of 25) of the pharmacestpond that domestic drugs have almost
comparable effectiveness, 5 of them as infericeati¥eness that of imported drugs but none of
the pharmacist respond as domestic drugs supgrioeigarding their effectiveness. The

pharmacists were asked how their customers’ pegagfifectiveness of domestic drugs and they

replied majority of customers don’t trust and buynestic drugs unless they don’t have money.
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Table 5 Consumers’ Perception regarding to the Affadability of Domestic drugs, A.A, 2014

No | Statement Level of agreement, Frequency| Perce()
Domestic manufactured drug dreStrongly agree 58 29.4
more affordable Agree 96 48.7

6 Neutral 20 10.2

Disagree 20 10.2
Strongly Disagree 3 15
Total 197 100.0

As it presented in the above table 5, out of 1%poadents, 58(29.4%) were strongly agree,
96(48.7%) were agree, the statement domestic metowéal drugs are more affordable, but
20(10.2%) were disagreed and 3(1.5%) were strodiglggreed while 20(10.2%) of them were
indifferent. The result signifies that 154(78.1%) consumer respondents said they have no

affordability problem to use the domestic drugs.

Table 6 Consumers’ Perceptions on Domestic drugs efor Poor, A.A, 2014

No Statement Level of agreement  Frequency Percent (%)
Domestic manufactured drugs arétrongly agree 9 4.6
only meant for poor people Agree 14 7.1
7 Neutral 21 10.7
Disagree 117 59.4
Strongly Disagree 36 18.3
Total 197 100.0

According to findings of table 6, 9(4.6%) responidepoint out that they strongly agree, 14

(7.1%) respondents were agreed, 21(10.7%) resptsdare neutral, 117(59.4%) respondents
disagreed and 36(18.3%) respondents were strongggiee for the statement domestic drugs
are only meant for poor. Based on the aforementiat@a the student researcher can infers that

majority153( 77.7%) of the respondents don’t pereeis domestic drugs are meant for poor.
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Table 7 Consumers’ Perceptions on Domestic Drugsid& Effect, A.A, 2014

No Statement Level of agreement, Frequency| Perce()
To what extent do you agree thaStrongly agree 9 4.6
domestically manufactured drugsAgree 33 16.8

8 have more side effects Neutral 42 21.3

Disagree 88 44.7
Strongly Disagree 25 12.7
Total 197 100.0

As it is presented in table 7 the respondent wesleech to indicate whether the domestic

manufactured drugs have more side effect and 9(4dd%hem strongly agreed, 33(16.8 %) of

them agreed, 42(21.3%)of them neutral, 88(44.70hem disagreed and 25(12.7%) of them
strongly disagreed. This research finding shows 48€31.4 %) of the respondents’ believe that
domestic manufactured drugs have more side eftemb timported drugs. This may lead

consumers to turn their eyes in to imported drugsabse according Zeithaml (1988) Perceived
quality is defined as a buyers’ evaluation of adoici’s cumulative excellence.

Table 8: Consumers’ Perceptions about the Qualityfaomestic Drugs, A.A, 2014

No Statement Level of agreement Frequency| Percef®b)
Domestically manufactured drugsStrongly agree 11 5.6
have equal quality as importedAgree 32 16.2
9 drugs Neutral 38 19.3
Disagree 102 51.8
Strongly Disagree 14 7.1
Total 197 100.0

According to table eight in the above page, consameere asked to indicate their level of
agreement about domestically manufactured druge legual quality as imported drug. From
respondent response shows that 11(5.6%) of thera steongly agreed; 32(816.2%) of them
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were agreed; 38(19.3%) of them were neutral; 1080b) of them were disagreed and 14(7.1
%) of them were strongly disagreed. Also the splermacists were asked; how consumers rate
the quality of the domestic drug and the pharmamgiied the consumers don'’t like the
domestic drugs starting from the packaging. Basethe above data the student researcher infer
that majority of respondents (58.9%) were not cotafde with quality of domestic drugs. This
may be from consumers’ experience of inferior gyatiroduct from local company or from
economic development biased. Since according taléstbn et al. (2001), shows that there is a
linear relationship between a country’s image amasamer perceptions for the quality of goods
produced in the country. Consumers may assumanrtbeg developed countries produce better
quality products. Another author suggests that tguof origin effects is used as an important
cue in forming positive and negative influences @roduct’s country of manufacture, and hence
affecting decisions and purchases (Watson and \yi2gi90).

Table 9: Consumers’ Perceptions Regarding to Qualt control of domestic drugs, A.A,
2014

No Statement Level of agreement Frequency| Perce()
What do you think about thevery good 15 7.6
regular  quality check  for good 62 31.5

10 domestically manufactured drugsmedium 66 33.5
from regulatory body? weak 43 21.8

very weak 11 5.6
Total 197 100.0

As it is presented in table nine, the respondenevasked to rate regular quality control for
domestic drugs and 15(7.6%) were rated as very,d®{81.5%) were rated as good, 66(33.5%)
were rated as medium, 43(21.8%) were rated as aedkl1(5.6%) were rated as very weak.
The student researcher can understand more thateq(2v.4%) of respondents have problem

related to quality control.
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Are you comfertable to use domestic drugs
0,

69,35% 75,38.1%
80 53,26.9%
60
40
20

0
Yes No | have never
thought about it

Figure 2 ConsumersComfortably to Use Domestic Drugs, A.A, 2014

As of chart 2 in above pageesente, consumers were asked to weather they are comferta
use domestic drugs or not anc(35%) of them are comfortable, 75(38.1%) not cotafole bul
53 (26.9%) of them never thought abou More number of consumevgas not comfortable to

use domestically manufactured dru

75 out of 197 respondent were not comfortable to useestically produced dru, their major
reason for not to uselomestic drugwere, perception ofas compromise quality, lack
effectivenesshave more side effect and not recomnmn by health profession to use it were the
major reasons acoding to decreasinorder. From the above data the student researce
infer that the mar reasons behind not comfortable to use domestigsdwere related t
problems of quality, effectiveness, side effectd alack of recommendation by hea

professionals.
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First choice and Last choice
115,58.4%
120
100 78,
39.6%
80
60 37 330 B First Choice
29 16.6% .
o 18.8% Last choice
40 19.8% 26
23
21 17
20
2 3 0
[
0
Ethiopia India China cyprus Germany America

Figure 3 Consumers’Drug Selection Based on Country of Poduction, A.A, 2014

The above figure 10shows respondents’ choiwhen they buy a drug, most of the responc
115(58.4%) choose Germany ori as first choice but only someadividuals (19.8%) set their
first choice Ethiopian origin dru

To triangulate the consumeselection with their responséhiet pharmacists were interview
how frequent the consumer ask domestic drug and ¢iten the sales pharmacist give
corsumers as first choice. M of the pharmacistespond, majority number of consurn don't
know whatkind of alternative is availablin marketand they take mostly what the pharmac
give them but if they know it is from local compaay from Indic origin they don't like it and
they seekother alternative. But there are some consumers kde awarens about the
possible alternative brand and they ask you by ngrtiie specific country rather than the bre
Unlike to other group of drug majority of the consers need to take domestic produ
paracrtamol. 17 out of 2pharmacist replied they don’t giveheir consumel domestically
manufacturedirugs as first choice because consumers don'ttl

Respondents’ we asked the reason why they their selected brai as their first choice,
becausehey perceive as they he better effective than othet,is quality, minimun side effect,
immediately effective, teencourage domestic compi and its cheapes: were respondents

major concerraccording to decreasing frequency. The major rega@n why respondent put
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Ethiopian products’ first choice were to supporimgstic product followed by its cheapness.
According to the above finding the student researdan understand that consumers have no

confidence on quality of domestically produced drug

As it is shown in the graph figure 3 in the pre\dqaage, consumers last choice brand drugs from
total, 78(39.6%) prefer from Ethiopia, 37(18.8%@rfr India, 33(16.6%) from China, 26(13.2%)
from Cyprus and 23(11.7%) from Germany.

Respondent were asked the reason why they put gbkicted brand as their last choice and
replied as because they believe it has lessertie#aess, have no other alternative, lack quality,
due to coast were respondents reason accordingd@abking frequency. The major reasons
given why respondent put as Ethiopian productsldst choices were due to compromised
quality and cost related. From the finding the omawhy consumers put Ethiopian origin drugs
as last choice was quality related concern.

Table 10 Consumers, Perception of Price with Effesteness, A.A, 2014

No Statement Level of agreement | Frequency Percent (%)
When the price of the drugStrongly agree 17 8.6
increases the effectiveness willAgree 35 17.8

17 also increase. Neutral 34 17.3

Disagree 79 40.1

Strongly Disagree 32 16.2

Total 197 100.0

Low priced drugs have equalStrongly agree 23 11.7
effectiveness as expensive ones| Agree 33 16.8

18 Neutral 57 28.9
Disagree 64 32.5

Strongly Disagree 20 10.2

Total 197 100.0
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Table 10 in the previous page item 17, shows thparse for the statement ” when the price of
the drug increases the effectiveness will alsogase” from total respondents 17(8.6%) of them
were strongly agreed, 35(17.8%) of them agreed] 33%0) neutral, 79(40.1%) were disagreed
and 32(16.2%) of them were strongly disagreed. dliwve research finding tells more than half
(56.3%) of the respondents did not perceive dinegationship existence of price with
effectiveness.

In the same table item 18 in the previous pag@orese for statement, “low priced drug have
equal effectiveness as expensive ones”, it sha($127%) of consumers were strongly agreed,
33(16.8%) consumers were agreed, 57(28.9%) consunee neutral, 64(32.5%) consumers
were disagreed whereas 20(10.2%) were stronglgiisd. The result shows only 56(28.5%)
strongly agreed or agreed the existence of siraffectiveness on low and high priced drug.

The student researcher can infer from the abowdtydisat majority of the consumers did not
perceive the price direct relationship with effeetiess. But, 26.4% of consumers perceive direct
relationship. In addition only near to quarter aangrs perceive expensive and cheap drugs have
similar effectiveness. This may be from that constsperceive that prestige price as quality
indicator According to Noel (2009:92) some may khirfi a high price as a good quality product

from a big company or a prestigious product anddbra

Table 11: Consumers’ Perception of Price Relationsp, A.A, 2014

No Statement Level of agreement  Frequency Percent (%)
Price does not have relationshigstrongly agree 55 27.9
with the drug’s effectiveness. Agree 49 24.9
19 Neutral 32 16.2
Disagree 43 21.8
Strongly Disagree 18 9.1
Total 197 100.0

According to table 11 the consumers were askeddaate their level of agreement for the
statement “price do not have relationship with #fgectiveness ”, and from total respondents
55(27.9%) were strongly agreed, 49(24.9%) agreet(1632%) were neutral, 43(21.8%)
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disagreedand 18(9.1%) are strongly disagd. Based on the resuhe student researcher c

infer that61(30.9%) consumeperceive price relationshipith its effectiveness

During interview period witlpharmacist, price relategliestions were asked specific how the
consumers react to wads cheap anexpensive drug alternatives at8 out of 25 pharmaci:
replied “when theyprovide alternativ for their customers cheap darexpensive dris more
number of consumerprefer expensive oneif they have no economic probl but if the
consumers have economic problthey need further information froprofessionalsregarding
to their difference and decide based on informatiwy got. But 7pharmacist replied they did
not observe any major differen Therefore bsed on the above data student researcher car
significant number of consumers associate pricé st effectivenes As Stewarlet al., (2000)
discussed in their dok many consumers use price as an indicator ofitgud8ut when
information about true quality is available, prizecomes a less significant indicator of qua

When this information is not available, price aatsa signal of quality

Do you think domestically manifactured drugs have low priced?

Yes
123
(63%)

| don’t know
(38)19%

Figure 4 Consumers’ Response onrice of Domestic Drugs A.A, 2014

From figure 4result the respondent were asltheir response for the statement “Do you th
domestically manufactured drugs have low priAnd consumerseplied 123(6%) of them
replied yes, 36(18%f them repliedno while 38(19%) of themeplied a they don’t know
whetherthe price is expensive or 1. The above result tells for student researcher ymore

than half of consumers perceive as domestic drieggsheeay
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When the consumer were asked in the previous que$if, 18 and 19 on the price perception,
26.4 % of consumer assume when the price incréaseftectiveness increased as the same time
42.7 % of consumer don't agree with low priced swffectiveness as expensive one and 30.9
% consumer believe price have relationship witlprtse but 62.4 % of consumer understand as
domestic drugs are cheap. Since consumer haveiveegdtitude about low priced drug and
more than half of the consumers most probably listerted perception for domestic drug due
to only pricing related problem. As Stewat al., (2000) discussed in their book many

consumers use price as an indicator of quality.

The consumer were asked what they perceive wheprtbe of a drug is expensive and cheap,
they forwarded their reasons. When the price irsggdhey perceive as quality and effectiveness
increase, the active ingredients increase thabwfdriced one. Some respondent understood the
price variation is due to marketing related costsl @ghat don’t have any relationship its

effectiveness. The reverse is true for cheap drug

The consumer were asked about the major differdreteeen domestic produced drug and
imported one, they mentioned price, quality, immaéglieffectiveness, packaging, easiness to use
, side effect, colure and flavor are the major oeasforwarded from respondents as major
difference. From consumers’ response some of thémackaging and price as major difference
between domestic drug and imported drugs. Fronatioee finding student researcher can infer

that consumers perceive marketing related diffexsiike packaging and the pricing strategy.

A good package draws the consumer in and encoupagdsct choice. In effect, they can act as

“five-second commercials” for the product ( katlend keller,2012:346) .
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Chapter Four

Summary, Conclusions and Recommendations

This part of the research paper incorporates sugymenclusion and recommendation of what

has been studied so far.

4.1 Summaries of the Major Findings

>

Out of 225 copies of questionnaires distributed @¥75%) were filled out and returned.
Out of total respondent the research has addresiggdly bigger number of female and
also the age structure shows the more number pbnelents were categorized in the age
range of 18-30; the majority respondent income eabhgtween 500 to 3500 and with
educational background from all level.

From the response, 108(54.4%) of them stronglyguéssd or disagreed about the equal
effectiveness of domestic products.

From 197 respondents, 143 (72.6%) are stronglygtesa or disagreed about the better
effectiveness of domestic drugs.

From total 197 respondents 86(43.7%) strongly desadjor disagreed that the domestic
drugs have lesser effectiveness compared to other.

From total 197 responses, 19(10%) consumers percimestic drugs are not effective
at all. The majority of respondents’ reasons wigytthink as if domestic drugs are not
effective at all were due to lack of quality anéeefiveness of domestic drugs.

Out of 100 % respondents 78.1% of consumers weongly agreed or agreed that
domestic drugs are affordable.

23 (11.7 %) of the respondent are strongly agreeagoeed to domestic drugs are only
meant for poor.

Regarding to the side effect of domestic drug 42(34) of the respondents’ believe that
domestic manufactured drugs have more side efiactimported drugs.

When consumers were asked the quality of domestigsd result shows that majority
58.9% of them don’t agree the equal quality of dstiegoroduced drugs but only few of

them.
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When the consumers grade the strength of regulalitgicontrol for domestic drugs,
15(7.6%) as very good, 62(31.5%) as good, 66(33m#gdium, 43(21.8%) as weak and
11(5.6%) as very weak based on their assumption.

75 out of 197 respondent were not comfortable eodamestically produced drugs, their
major reason for not to use domestic drug werey theught as compromised quality,
lack effectiveness, have more side effect thatnpfarted drugs.

Out of 197, most of the respondent 115(58.4%) obd@srmany origin as first choice but
78 (39.6%) prefer from Ethiopia, 37(18.8%) from imd33(16.6%) from China,
26(13.2%) from Cyprus and 23(11.7%) from Germanthag last choice when they buy
drug.

17(8.6%) strongly agree, 35(17.8%) agree, 34(17.8&tjtral, 79(40.1%) disagree and
32(16.2%) are strongly disagree for the statem®&wihén the price of the drug increases
the effectiveness will also increase”.

From all respondent 23(11.7%) strongly agree, 38%% agree, for low priced drug
have equal effectiveness as expensive one but Bp@eutral, 64(32.5%) disagree and
20(10.2%).

Out of 197 respondent 61(30.9%) consumers belieaethere is relationship price with
its effectiveness.

The consumers were asked about the price of dardrstg and the replied 123(62.4%)

as cheap, but not the rest.
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4.2 Conclusions
Depending on the findings discussed in previou ihg following conclusions are drawn.

» Findings of the research portray that majority coners have no affordability problem
regarding to domestic drugs but some of the resgunperceive as domestic drug are
only meant for poor. This shows that some consureld attitudes of locally produced
drugs are designed only for poor. Therefore whensemers’ purchasing power

increased most probably will not buy the domestimd

» In addition, significant numbers of respondentseie when the prices of drug increase
effectiveness also increase. In addition to thirmes@onsumers perceive cheap drugs are
not effective as expensive one. The research itefidhat significant consumers assume
domestic drugs are cheap and as if they are dekiigngpoor with lower quality. This
shows that domestic drug companies might have a igapricing strategy or in

communication strategy.

> In line with research findings near to one thirdtloé respondents’ believe that domestic
manufactured drugs have more side effect than itegairugs. In addition majorities of
the respondent disagree or strongly disagree aheutomparative quality of domestic
drugs. There are also more than quarter responvdemthave fear of related to regular

quality control of domestic drugs.

» Majority of consumers were not comfortable to usendstically produced drugs and
their major reason for not to use domestic drugewhre to compromised quality, lack
effectiveness, side effect and not recommend bytthg@aofessional to use it were in
decreasing order. All the above reasons can balp@dsndrances for consumer not to
use domestic drugs unless better effort is don@itomize consumers’ perception gap
between domestic and foreign drugs. In line to teisearch finding consumers have

negative attitude regarding to the effectivenegsemnd quality.
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» Findings of the research tell that more than hathe respondents understand as if there
is effectiveness difference between domestic anghorted drugs also majority
respondents strongly disagreed or disagreed abetierbeffectiveness of domestic
products but majority of respondent agreed aboatinferior effectiveness of domestic
drugs while few of the respondent holds an attitaoldomestic produced drugs are not
effective at all. These indicate that the consunherge over all negative attitudes about
the effectiveness of domestic drugs and they pezcas domestic drugs have lesser

effectiveness compared to imported drugs.
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4.3 Recommendations

Based on the major research findings that have Hesmussed so far the following points are
recommended by the student researcher.

» All domestic drug companies coordinated effortegaed to build their brand in minds of
consumers since the research indicates that tteiowars have over all negative attitudes
about the effectiveness of domestic drugs and pleegeive as domestic drugs have lesser

effectiveness compared to imported drugs.

» The consumers lack of confidence might be due totyee or based on facts, therefore
the concerned body need to assure the efficaclyeofldbmestic drugs and need to assure
the public to build consumers confidence.

» Research finding shows there is miss interpretatifopricing marketing mix. Therefore

companies need to evaluate their pricing strateglythe way they communicate it.

» Since there are significant number of consumers dwe doughty about the quality and
regular quality control of domestic drugs, the dragulatory body need to strengthen its
capacity and disclose the information for the putlhat they do regarding the regulatory
aspect of domestic drugs.
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