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Chapter 2   


THE CONSUMER

CONSUMER DEMAND

Consumer – a person who uses a product

Customer – a person who buys a product, not always a consumer

E.g. A parent or guardian, known as a gatekeeper (a person who oversees the care of another), purchases a child’s food, clothing & toys, but does not use them.

Need – Things that are essential to our survival

Want –not necessary to survival, but add pleasure and comfort to our lives

Underdeveloped countries – consumer demand is driven by needs.

In developed countries, such as Canada, consumer demand is driven more often by wants.

Consumer demand changes constantly due to:

· economic shifts in a country, city, or region (high unemployment-people will use income to buy needs not wants )

· trends in the market place

· availability of a new product

Marketers must gauge the changes in consumer demands and understand how a products life cycle affects demand.

PRODUCT LIFE CYCLES

Product life cycles (also called market life cycles) describes the changes in consumer demand over time. No product can be in demand forever, because of: trends, technology, & lifestyle changes.

The Traditional Product Life Cycle – consist of five stages: introduction, growth, maturity, decline, and decision point.

INTRODUCTION STAGE 

Product launch – new product launched into the marketplace

· regionally, provincially, or nationally

· very expensive 

· Early adopters or trendsetters – first to buy (during intro marketing efforts are focused on these people)

· Businesses may provide free products to celebrities
· Businesses focus on product placement in stores
Push and Pull Strategies For New Products
Push – marketers focus on product placement and obtaining preferential shelf and floor space
Pull – create advertisements that create a ‘buzz’ for the product.  Also marketers may use samples, coupons and other promotion techniques
GROWTH STAGE

· Once used by early adopters, other consumers will follow

· Product is very visible

· Most critical stage for marketers, product will either catch on or fail 

· Bust – product removed from the market before it has recovered the cost of production

· The faster a company reaches this stage the faster it can make a profit. (No major competition for a period of time)

· Competition - marketers must monitor their product carefully; try to maintain market share.
·   Advertising focuses on building the brand.  Word of mouth and viral marketing are popular
MATURITY STAGE

· Sales of the product increase more slowly and then stabilize
· Manufactures have recouped major costs of R&D, development and production, and have established effective distribution channels.
· Costs are lower, profits will be higher, therefor companies may develop & launch new products using the brand’s positive reputation. (Disney launching a cruise line)
· The products that survive the earlier stages tend to spend longest in this phase. 
· Producers attempt to differentiate products and brands are key to this. 
· Price wars and intense competition occur. 
· Promotion becomes more widespread and use a greater variety of media. 
· Some products have very cyclical maturity phases where declines see the product promoted to regain customers.
DECLINE STAGE

· Occurs when no new customers can be found

· Profits decrease and marketers will have to find out why. For example,  more innovative products may have been introduced, or consumer tastes have changed Occurs when no new customers can be found
· Profits decrease and marketers will have to find out why.  For example, more innovative products may have been introduced, or consumer tastes have changed.
· A temporary decline may be reversed by changing the price or a new advertising campaign.
· If those efforts do not work marketers may have to redesign, reformulate or repackage
· .

DECISION-POINT STAGE

Final stage – point where marketers decide what to do about the decline in sales

· May be reversed by a change in price or new ad campaign.

· May redesigning, or repackaging and introduce a “new and improved” product

· Target a new set of customers

· May remove product all together
Problems with Product Life Cycle
· In reality very few products follow such a prescriptive cycle.  
· Not all products go through each stage. Some go from introduction to decline. 
· It is not easy to tell which stage the product is in.
· The length of each stage varies enormously. 
· The decisions of marketers can change the stage
NONTRADITIONAL PRODUCT LIFE CYCLES

Fads, trends, niche markets and seasonal markets.

Fads – a product, or service, or idea that is extremely popular for a very brief period of time, then it becomes unpopular.  (phrases, gestures, toys, TV shows, etc)  Ex. Tamagotchi, Cabbage Patch Kids

· Can make or lose a lot of money

Trends – a trend is a mass movement toward a particular style or value, more lasting effect then a fad
· trends impact society and our lives, where a fad does not. A trend changes the way that we live. 
· Going Green, Organics, Alternative Fuels, healthy living
· Trends can help marketers predict which markets will grow in the future or predict a new market

Niche Markets - small section of the market that a company dominates: Very little competition
Seasonal Markets – Products that are either not available on the market during certain seasons or periods of the year or are available throughout the year but with regular fluctuations in their quantities and prices that are linked to the season or time of the year
· ice cream, snow blowers – Easiest one to predict
THE CONSUMER MARKET

CONSUMER PROFILES  

Consumers are all very unique and buy for different reasons, therefore the more marketers know about their customers, the better they are able to predict or influence their customers’ buying habits.

Consumer Profiles – kind of people most likely to be attracted to a specific product

Cohorts – groups that share a common characteristic and buying habits

Primary Market – most likely to buy

Secondary Market – occasional consumers

Knowledge of consumer profiles affects the following:

· Distribution methods:  show how best to deliver the product

· Advertising:  helps advertisers create meaningful messages

· Product design:  tend to like the same colours, shapes, materials and other design features

· Media: knowing the media that different groups of consumers use, help to send promotional messages to the target audience

· International markets:  profiles of consumers in other countries may indicate market opportunities
Consumer segment – identifiably group of consumers with common characteristics and buying habits

DEMOGRAPHICS – study of obvious characteristics that categorize people (age, gender, family life cycle, income level, ethnicity and culture)

Age – marketers use a number of different groupings

Ex:
0-9: Pre-customers; 10-15: Allowance Customers; 16-19: Youth Market; 20-25: Postsecondary market; 25-40: Family formation (nesters); 40-55: Establishment; 55+: Mature Market

Baby Boomers – most important group to businesses in Cdn.

· People born between 1946 & 1963

· Started most of the major trends in the last 50 yrs.

· Will make the mature market the largest in the next 10 yrs.

Gender – more products marketed just to women then men

Family Life Cycle – the stage in the FLC, determines your wants, needs and purchasing patterns.

(Single, Never Married; Married, No Children; Married, Small Children etc.)

Income Level – group consumers by how much money they make

Ethnicity and Culture – if you do not understand the culture of your consumer you may offend them. (Ex. Colour has different meanings in different countries

PSYCHOGRAPHICS – system for measuring consumers’ beliefs, opinions, and interests.  Group people according to religious beliefs, tastes in music, lifestyle, attitudes toward health, and personality traits.

GEOGRAPHICS – where people live, wants and needs in differ in different geographic regions.  Three main categories:, urban, suburban and rural

Urban – boundaries of a city, houses with small yards, apartments condos – spend money on cultural events, restaurants & parking

Suburban –spends $ on gardening, barbecues, household furnishings, own at least one car.

Rural – bad winter roads, spend $ on four wheel drives and trucks, often farmers

PRODUCT USE STATISTICS

Consumers are also categorized by how frequently they use a specific type of product: Heavy Users, Medium Users, Light Users and the Non-Users.

· Heavy Users – often most lucrative segment 
· Example:  30% of bottled water market are heavy users who account for 80% of all bottled water sold.
· Marketers attempt to create brand loyalty in heavy users. (Ads, coupons loyalty cards, samples, & push strategies etc.)
· Marketers attempt to create brand loyalty in Heavy Users. (Ads, coupons loyalty cards, samples, & push strategies etc.)

· Marketers try to get medium and light users to become heavy users with pricing deals, special contests etc. and non-users to try their product. (Giving new parents free diapers in the hospital)
· Non-users are grouped into two categories.  One group are people entering into the market the first time, for example new parents.

· Marketers will try to get this group to use their product first, as research suggests that if a new user is satisfied with a product they will continue to use it. 
CONSUMER MOTIVATION
Marketers conduct research to find out what motivates consumers to make the purchases they make.
· MOTIVATION – the biological, emotional, rational, and/or social force that activates and directs behavior.
· Biological – dominate, basic human need for survival
· Emotional – love, sympathy, joy, anger etc., motivate us to do things that are fun or protect us.  Weigh the pleasure involved in owning a product and the pain involved in saving the money to buy it.
· Social Force - peer pressure and celebrity endorsements can influence buying decisions 
· Rational Consumer – considers convenience, cost savings, safety, warranties, ease of purchase, and other logical reasons.
MOTIVATIONAL THEORIES

Thorndike’s Law of Effect – motivated to buy products that produce positive events (product works like it is suppose to), and avoid ones that produce negative events (does not work or crowded, noisy stores).

Mallow’s Hierarchy of Needs – most basic need is at the bottom and once fulfilled, the next higher-level need becomes more important.

Alderfer’s ERG Theory – includes only 3 levels of human needs:  

1. existence needs - physical & psychological needs for survival

2. relatedness needs – needs for personal relationships

3. growth needs – self-fulfillment

 Industrial/Institutional Consumer

· Rational Motivators are the most important when profiling industrial consumers.
· Demographics and psychographics are of little importance; base buying decisions on wants and needs or their company or organization.
· Focused on profitability of the company, try to keep expenses down, look for the best deal
· Will consider the convenience, (the closer the supplier the cheaper the shipping costs etc)
· Will also consider the quality (less returns or breakdowns)
