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Coping With Consumers'
Newfound Frugality

To Survive and Prosper, Marketers Must Rethink Everything

by Avi Dan
Published: May 19, 2009

If today's frugality and shrinking markets are
the new normal, are marketers ready for it?

Consumers make up 70% of GDP, and that
figure has contracted 5% since the start of the
recession. Yet it's not the image in our
rearview mirror that's worrisome; it's the
prospect of permanent consumer retrenching. Wages and benefits
accounted for 68% of household income in the past, with the rest
made up of other forms of income, and in particular rising asset
values. But with wages frozen and asset values declining, is a
smaller economy the new norm?

Avi Dan

The economy is shrinking to levels that reflect a more cautious
and vastly more frugal consumer, and consumer confidence is
likely to remain relatively low in the foreseeable future. Even when
the economy starts recovering, it is likely to be an anemic
recovery, weighted down by high unemployment. And if the
recovery follows the pattern of the past few recessions, it is likely
to be a jobless recovery. Unemployment will remain high,
consumer confidence low and consumption depressed.

Even the employed will continue to pinch pennies in a recovery.
With so many people out of work, they will have little bargaining
power to negotiate higher wages. And their disposable income will
be further constrained because a nervous America starts setting
aside more money for savings: 5% of income now, a dramatic
swing from no savings a few years ago, if still a far cry from the
historical 10% level.

This new normal will challenge marketers to recalibrate their
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approach. To paraphrase Jeff Immelt, this time around the
recession is not a reflection of the usual business cycle. It
represents a complete social and economic reset. Marketers will
risk being left behind if they don't rethink everything.

Rethink product. As consumers learn to live within their means
and frugality replaces an abundantly wasteful consumerism,
sustainability will become an essential benefit to your customers.
Customers will uncompromisingly penalize products and brands
that are perceived as wasteful of scarce resources and harmful to
the environment, from SUVs to bottled water. Indeed, marketers
need to recognize that sustainability has moved beyond a trend. It
is no longer a sidebar of traditional marketing strategies but rather
the very DNA of their product offering.

Rethink promotion. As markets become more tribal, they must
recalibrate from broadcasting to narrowcasting and reach targets
more efficiently and more effectively through tools such as
behavioral targeting and addressable TV. They must also adopt a
more granular view of customers by making analytics the
cornerstone of any marketing effort. Most marketers are still
committed to traditional communication vehicles, primarily TV. But
the lesson from the rapid rise of social networking is that people
prefer to have a conversation and dialogue within their networks,
not an interruptive, one-way communication through TV
commercials. Marketers must learn to adapt if they want their
communication to maintain its effectiveness with a suddenly
harder to please consumer.

Rethink price. As we've seen with
the automobile industry, most
companies, certainly in the
manufacturing sector, operate at
overcapacity, which makes them
inefficient and diminishes their
ability to raise price. How do you
compete in such an environment,
where top-line growth is a
challenge? Rethink your bias, and instead of raising prices, appeal
to a broader audience. Most marketers focus on Gen X and Gen Y,
with a combined buying power of $1 trillion, but ignore African-
Americans, with buying power in excess of $1.5 trillion, and baby
boomers, with $2.1 trillion. Hispanic buying power is growing at
three times the national average and will reach $1 trillion in 2011;
Asian-Americans spend three times as much as Gen Yers; and gay
Americans clock in at $800 billion. Ignoring these segments will
put undue pressure on your profitability in an environment
resistant to price increases.

ABOUT THE AUTHOR

Avi Dan is a marketing
consultant with 30 years'
experience in business, brand
and strategy for flagship
consumer brands who
specializes in business
development for
communications and
marketing-services companies.

Rethink place. Increasing distribution in a shrinking market is a
loser's game -- merely trying to stay put as the treadmill goes
faster and faster. It is likely that for the foreseeable future, the
U.S. market, while still the world's biggest economy, will become
less important as growth flattens. Thus, marketers must pursue
growth in other markets. Most marketers are already focused on
the BRIC countries -- Brazil, Russia, India and China -- as growth
markets, and wisely so. These are fast-growing countries with
large populations and appetites for imported goods. But now also
may be a good time to explore what Goldman Sachs calls the
N-11, or the Next Eleven, the big countries behind the BRICs:
Bangladesh, Egypt, Indonesia, Iran, Korea, Mexico, Nigeria,
Pakistan, Philippines, Turkey and Vietnam.

A crisis, of course, also presents an opportunity. In a permanently
smaller economy for marketers, it's time for a reset.
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By Rodney33 | FRISCO, TX May 20, 2009 02:31:20 am:

All good thoughts above. We did research on this subject and
generated a white paper -
7 Rules Of Superior Recession - Proof Design

Highlights include -

1. Good Web Design = More Retail Sales

2. Create Incentives for Consumers to Visit Your Brand Website
3. Keep Best Customers Best and Migrate Near Best with
Distinct Loyalty Programs

4. Focus on Branded Connections at the

Point of Purchase

5. Brand Your Customer Experience

6. Empathize with Consumers' Need to Cut Back on Spending
7. Invest in Portfolio Programs and Partnerships with
Like-Minded Brands

Rodney Mason, CMO
Moosylvania

The Great State Of Design
Www.moosylvania.com

www.twitter.com/rodmoose

www.twitter.com/moosylvania
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By William | Newtown, PA May 20, 2009 07:57:22 am:

We are in total agreement at Brand Idiomatics, a consumer
forecasting and strategic planning consultancy. We first
identified the secular shift in consumption back last September
as a result of the implosion of the consumer balance sheet and
the lack of access to cheap credit. In January, we talked about
the impact of sharpely rising savings rates in response to the
lack of net worth of most families and how that dynamic will
drive down consumption in all categories of products and
services as consumer outlook and priorities have shifted.

Our just released whitepaper examines what The New Normal
for consumers looks like and the behaviorial characteristics
which are founded on spending discipline, value and strict
budgetary adherance.

You can download our whitepapers at
www.brandidiomatics.com. If you like, we can come in and
present the data and the full picture.

Permalink

By DeaverB | Lincoln, MA May 20, 2009 09:22:27 am:

Excellent article and 2 comments. Recommend people click
through to them. Impressive thoughts all the way around.
Permalink

By vlinasp | Chicago, IL May 20, 2009 09:41:59 am:

Although I wouldn't necessarily agree that the lack of wealth is
the "new norm", I would also add that the recession has made
consumers more disgusted and untrusting of large corporations
in general. There is a lack of confidence in the entire capitalist
system - coupled with declining incomes, layoffs, decreased
property values, etc. , we have opened the Pandora's Box of
consumerism and everyone needs to bring their A-game now.

Marketers are facing a time when they have to do more with
less. Web 2.0 is allowing for greater trackability and companies

http://adage.com/cmostrategy/article?article_id=136759
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and consumers in a B2B and B2C context (in my opinion), are

really looking at their ROI on purchases for the first time.
Starbucks is starting to "rebrand' itself with historical
advertising campaigns and the introduction of their new
product, Starbucks Via in order to regain marketshare that
they are losing to cheaper alternatives.

We are living and doing business in an interesting time. It's all

about creativity - spinning the norm, spinning what people
might already be expecting, and ultimately, reinventing the
business wheel.

Permalink

By Kevin | New York, NY May 20, 2009 11:42:24 am:

So much subjectivity about the "new normal."” Not a whiff of
data to back up "the prospect of permanent consumer
retrenching." Tripe.

Meanwhile, we are rounding the corner toward improvement.

Look at the leading indicators rather than in the rear-view

mirror. You are leading your clients into the basement with this

advice (which would have been helpful about a year ago).

Kevin Horne - NYC
Permalink

By rukallstar2 | Minneapolis, MN May 20, 2009 11:57:41 am:

the authoratative fluff. of course this is a new time, at this
point responsobility is in fashion. it will continue to be for a
little while, then most of us will go back to senseless

consumerism of chasing our own tails and thinking that things

will make us happy. big point of contention is the discrete
difference between gen x and gen y/ vs. african-american,

asian, hispanic. aa, asian and hispanic is part of gen x and gen

y. of course there are differences as well as similarities. we

don't live in completely separate worlds as much, we're more

likely to discriminate based on SES rather than ethnicity. That's
an outmoded way of thinking that of course the ethnic agency
want to propogate because it keeps them in business. hyundai
came up with something good, that a contract works both ways

(help out with payments)now everyone is jumping in. it's
pretty simple, be interesting. that means being current and
engaging. not just all this blah, blah, blah

Permalink

Comment:

Post Comment

Note: Comments submitted to AdAge.com are posted
automatically and will include the user name with which you
registered. Ad Age reserves the right to delete comments
that are insulting or personal in nature. Comments may be
used in the print edition at editorial discretion. Comments

5/20/09 12:30 PM



How Marketers Can Cope With Consumers' Newfound Frugality -... http://adage.com/cmostrategy/article?article_id=136759

NEWS

COLUMNS
RESOURCES

SERVICES

50f5

are restricted to 500 words or less.

Share & Save (?)

Google RSS Feed
netvibes .. Save on Del.icio.us
Bloglines @ | 5} [ Digg this
€ newsgator | ¢ Reddit
wYAHOO! G Bookmarks
£7 Windows Live LinkedIn

Stay on top of the news and stay ahead of the game—sign up for
e-mail newsletters now!

MORE "AVI DAN" RELATED CMO
CONTENT STRATEGY
AVI DAN HIRED AS GLOBAL 'Continuing to Invest' Is Palmer's
EXECUTIVE DIRECTOR AT EURO 'Only Way to Win'
RSCG Research May Be Costly, but It's
Player Profile: Avi Dan suits up Critical
for battle as Berlin Cameron Why Burt's Bees CMO Won't Cut
partner Spending in Recession
Pepsi's 'Optimism' Push Gets Dr Pepper Ups Marketing Spend
Times Square Treatment Readies for Growth

Lessons for Madison Avenue
From Wall Street

More...

>> MORE CMO STRATEGY ARTICLES

Q, Search Advertising Age

Advanced Search

Advertising Age: Your Online Source for Marketing and Media News

Latest News | Agency News | CMO Strategy | DataCenter | Digital | Global News | Hispanic Marketing | Madison+Vine | MediaWorks
TalentWorks | This Week's Issue | Your Opinion

Jonah Bloom | Rance Crain | The Media Guy | Teressa lezzi | Al Ries | Lenore Skenazy | Guest Columnists

TalentWorks | Ad Age Events | Industry Events | White Papers & Marketing Information | 360 Multiplatform Media

Download the current edition (Zinio)

Subscriptions | Media Kit | Help Center | List Rental | EJ (What is RSS? Ll Archive

More from Ad Age: Creativity | AdAgeChina | Bookstore | Jobs | Sign up for E-mail Newsletters

Copyright © 1992-2009 Crain Communications | Privacy Statement | Contact Us

5/20/09 12:30 PM



