Consumer Trends:  Redefining Value

Getting Into the Consumer’s Head

Harvard Business School professor Nancy F. Koehn will offer insight into why consumer confidence will continue to rise in 2010 and how spending behavior is evolving to a new norm.   Professor Koehn will also share specific examples of how her activities - and those of her world class consumer products clients - have altered  strategies and how best to win more customers and market share while gaining true bottom-line growth. 

Professor Koehn sees several permanent shifts in consumer behavior that, taken together, represent the biggest change on the demand-side of the economy in 50 years:

· Consumers are redefining value to take more careful account of not only what a product or service costs, but what place and importance it occupies for them and their families.

· Luxury is being redefined. The next new designer handbag or high-tech power tool is out.  Quality, durability, use value and credible convenience are in.
· Consumers are taking stock in a more serious, comprehensive way than in any other time in the past 25 years. They are sorting out what they have and what really matters and then putting their money behind what they learn in this (important) inventory.

· Consumers are more interested than ever in the experience of buying:  in what it looks and feels like to offer up their money for a good or a service.  They are also increasingly concerned—in an era of record-setting Wall Street bonuses paid for partly by taxpayer money—in the look and feel and character of companies that they buy from.
· The rise/resurgence of the medieval village, made possible through social networking channels, and how this is changing brands, marketing, consumer power and buying momentum.  (See the HBR piece on American Consumption and the New Normal)

· BRANDS and where they are headed in this big shift.
Rethinking Marketing and Sales Programs

Professor Koehn will also discuss how savvy merchants are test driving a number of strategies to appeal to consumers, including experimenting with different merchandising mixes and sizes, repositioning their advertising to emphasize more value-oriented offerings, rethinking their web presence, including smart phones (since consumers are spending more time on the Internet than before the recession), and reassessing their business models.

Professor Koehn has studied U.S. consumption throughout history, calling it “one of the most important drivers of American business today.”  A great teacher known for scholarship and speaking skills, she will explain that the retailers who are going to capitalize the most will be the companies that offer easy, relevant, and affordable options for consumers. In the past, buying products packaged together for one price usually was more expensive than buying each product individually. Professor Koehn predicted two years ago that this would not be the case this year. And judging by the recent numbers, successful retailers and manufacturers are using their merchandising and pricing power to increase sales and enhance profitability.  

For example, Wilson Farms, a 125-year-old family-run farm stand known for premium prices, is  beginning to package complementary items together (often in relatively small sizes) and then pricing these baskets or bundles attractively.   The farm will sell tomatoes, olive oil, and a ball of mozzarella cheese cheaper than the total cost of all three combined.  This tactic is proving very successful at inducing both trial and point-of-purchase buying at a time when consumers’ budgets are tight and their wallets zipped up.

Let’s Learn from History

In her latest book, The Story of American Business, Nancy analyzed how consumption has transformed over the past 150 years and how buying power has been a force for great change—social, political, psychological as well as economic.. Professor Koehn’s grasp of history gives her a unique perspective about the future, and she can speak to what retailers and consumer products companies may be able to expect from consumers as the U.S. and economies pull out of their declines.

1) Understand your customer and draw traffic away from competition with new product offerings

2) Respond quickly without testing the market place

3) Make swift small-scale innovation but don’t reinvent the wheel

4) Market your new offerings

5) Have an effective internet presence

6) Switch up your business model to make it relevant and cost effective

Professor Koehn can talk to you about the companies she studies and works with, firms like Whole Foods and Estee Lauder, who are taking different measures than in the past to draw customers to their stores. Whole Foods has repositioned their offerings to focus on value pricing, something which consumers don’t normally associate with the natural-foods grocer. Estee Lauder is also focusing on value pricing while repackaging their products and offering different types of cosmetic combinations that are appealing to customers.

