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Consumers do, consciously and 

subconsciously, take shortcuts in their 
buying decision processes. 
 

The process is called heuristics, and 

astute marketers utilise such to 

expedite sales and, in appropriate 

circumstances, to dismiss the effective 

entry of competitive and substitute 

products, services and apps. 

  

One effective means to expedite and 

to optimise sales is brand 

management. For many consumers it 

simplifies the decision-making process 

for many consumers.  This is a case of 

heuristics in action. 

  

They, the consumers, recognise the 

brand, labelling and packaging, are 

reassured by experiences with 

previous purchases, are encouraged 

by a good reputation and the loyalty 

of peers, friends and family members, 

influenced by third-party 

endorsements and comments 

(particularly on social media) and 

conclude that in purchasing that brand 

they will avoid making a wrong 

purchase decision. 

  

In many instances the entire process is 

completed within 2 seconds. 

  

For circumstances in which the brand 

is not known there is no easy 

decision, each of which will be 

subjective, relative, and biased on 

imperfect information. 

Answers are sought, and needed to a 

range of questions, including: 

 Is it fashionable? 

 Does it represent good value? 

 What is the measure of 

      quality? 

 What is its utility – life           

      expectancy? 

 Does it represent the best  

      available option? 

 How does one quantify the  

      risk? 

  

With unknown and untrusted brands 

there are no easy or fast answers. 

  

Informed decisions are typically more 

accurate, astute, fulfilling and satisfying. 

  

An understanding of the process, its 

application and the consequences 

provides insights to key contributing 

factors to the success in Australia of 

the German discount supermarket 

network, Aldi, the recent failure of 

Dick Smith stores and the ongoing 

under performance of many mortgage 

brokers, insurance brokers, financial 

planners and real estate agencies. 

  

The latter four sub-groupings place 

too much emphasis on enhancing sales 

closure techniques. At best, that will 

incrementally increase sales 

conversion ratios.  Real, substantial, 

strategic and sustainable growth is 

best achieved by opening the door (- 

to more prospective customers and 

clients), - in preference to closing the 

sale. 

  

This is where heuristics fulfils an 

essential role. 

  

Much of the over-performing success 

of Aldi in Australia can be attributed 

to the initiatives and strategies of the 

two major domestic supermarket 

chains, Coles and Woolworths. 

  

Among their competitive, head-to-

head campaigns was the promotion of 

generic or house-brand product 

ranges.  In raw statistical terms they 

both could be deemed to have been 

successful. The category has increased 

over a decade from around 12% of 

sales to between 23% and 28%. 

  

Interestingly, the overall market 

shares of the two combatants did not 

change substantially over the period. 

However, to some, the profit margin 

argument would have been and is 

justification enough. 

  

On recognised, established, branded 

products like Coca- Cola, Colgate and 

Heinz the typical market ups are 

around 23%. With house brand 

products the average mark-up is some 

32%.  The differential is alluring. 

  

However, the consequences, possibly 

unforeseen and projected, have been 

profound. A key percentage of the 

consumer public have come to accept 

and possibly to prefer the house brand 

products, influenced somewhat by a 

pricing incentive. 

  

However, that too made the house-

brand -oriented market positioning, 

presence and value-packaging of Aldi 

more accepted, and possibly 

attractive. 

  

Australian consumers have been 

quicker to embrace Aldi and its 

offerings than many others in its global 

network.  In Britain, the company 

enjoys around 3.8% market share, 

while in Australia in the three states in 

which Aldi has operated since its 

arrival around 2000 market share is 

between 11% and 14%. 

  

Recognising the brand, understanding 

the “cheap, cheap” marketing position 

and accepting the quality and value of 

the house brand have seen heuristics 

kick in to expedite its presence, 

growth and competitiveness. 

  

It seems that for some, there is not a 

lot to think about in deciding which to 

patronise, and to prefer Aldi.  

  

The process has been helped by the 

confused, and often conflicting 

marketing messages of Woolworths, 

which have variously been: 

 The Fresh Food People 

 Every day Lower Prices 

 2000 Specials, Each Week 

 Cheap, Cheap 

 Green 

 Be Rewarded (in preference  

      to loyalty points) 

  

There’s a lot to think about in each 

and all of these messages. 

  

The demise of the Dick Smith chain is 

regrettable, interesting and in some 
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ways, was predictable. 

 

 

Its genesis was in 1968 as an 

electronics store, which specialised in 

imported, often unbranded goods 

from Asia (primarily Korea). 

Consumers were assured and 

comforted with the presence of 

qualified, experienced staff members 

who were referred to as 

“Techsperts”. 

 

The operation was sold to 

Woolworths which operated it until 

around 2013 when it was sold to a 

USA-based equity funds management 

practice. 

  

A majority of the purchase price was 

reportedly funded by the disposal and 

contraction of the in-store inventory. 

Not necessarily a good idea, in seeking 

to satisfy the expectations and 

demands of Now consumers. 

  

Subsequently the product range was 

broadened, to include computers and 

television sets, featuring brand-names 

that were unfamiliar to many 

established consumers. That is 

inconsistent with the use and benefits 

of heuristics. 

  

Arguably, the final nail in the coffin 

was the 70% store-wide, network-

wide discounting of products. 

  

The desire to generate increases in 

consumer traffic, revenue and profits 

was met with customers taking pause 

(possibly over some period of time) 

and questioning the value of previous 

purchases which were secured at full-

prices. 

  

Store traffic and revenue did not 

increase. Therefore, paraphrasing the 

words of recently deposed Australian 

Prime Minister, the bricks-and-mortar 

Dick Smith will soon be: 

  

Dead. Buried. Cremated. 

  

If only the financial wizardry of the 

equity fund management discipline 

recognised, respected and applied the 

principles of the heuristics process. 
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