
In this challenging economic climate, many firms
are focusing on cost-cutting and on gaining short-
term efficiencies. Our study of more than 3,500
consumers suggests, however, that innovation
geared toward actual consumer preferences and
incomes may be the best tool to achieving
valuable long-term results. 



disappointed by the level of innovation they perceive in virtually
all product and service sectors. 

In surveying consumers, we found that a large percentage feel
strongly that most product categories had no valuable
innovation in the past two years (Figure 1). Consumers
particularly singled out the clothing/apparel, household
appliances, housing, personal care and home furnishings sectors.
The only exception was household electronics—televisions,
personal computers and the like.

The same sentiment is apparent when it comes to services
(Figure 1). Consumers in some countries feel very strongly that
there has been no valued innovation in service categories,
including those traditionally viewed as innovative, such as
healthcare and entertainment. All respondents were particularly
down on government, investing and insurance.

Overall, nearly one-third of all consumers polled feel that most
products and services created today have nothing new about
them. This feeling is most pronounced among U.S. respondents
at the upper end of the income range—households earning more
than $100,000 annually—and among consumers in the United
Kingdom and Germany. (For highlights of the differences among
countries, see Country Differences, page 7.) Perhaps most
disturbing for companies is the fact that three-fourths of
consumers polled expect little meaningful innovation in products
and services in the next two years. 

But, is it possible that by focusing more on short-term earnings
and less on long-term growth—particularly, sacrificing initiatives
geared toward developing innovative products and services—
companies are actually making matters worse for themselves both
today and in the future? New research by the Accenture Institute
for Strategic Change suggests that this, indeed, may be the case.
Findings from our survey of 3,500 consumers in five countries
reveal that companies that forego innovation in difficult
economic times in favor of cost cutting actually can miss
opportunities to capitalize on areas that consumers have
identified as ripe for increased spending. Furthermore, by reducing
their investment in new products and services, companies may be
compromising shareholder value because they are reducing their
future growth value—the often-large portion of their market
value not justified by their current earnings stream.

Companies that want to achieve unrivaled business results
should focus on innovation now more than ever—but should do
so in ways that are targeted at customers' actual needs. 

Consumers see little innovation

No doubt layoffs, stock market woes and corporate accounting
scandals have affected consumers' psyches. However, our
research reveals that these developments, while significant, are
not depressing consumer demand. Instead, we found that many
consumers are not buying—or are not buying more—because
they are convinced that few companies have given them a
compelling reason to do so. In short, they said they are
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Stimulating Consumer Demand Through
Meaningful Innovation 

The slowing economy in North America and Europe has put corporations in a precarious
position. On the one hand, erratic consumer demand has given rise to fear of an eventual
evaporation of consumer spending. On the other, sliding stock prices and market uncertainty
have intensified investors' pressure for earnings improvement. The approach companies have
taken to these economic challenges, however, has been anything but novel. They are again
responding to difficult times by shifting full-force into cost-cutting mode. 
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Good news on the horizon

Despite these generally negative impressions, there is also good
news in our research. Most encouraging is the finding that
consumers today are not opposed to spending money, even in a
troubled economy. To the contrary, we found significant latent
consumer demand for products and services across all economic
and geographic segments, a strong preference for quality over
price and a desire for a broader range of products and services
from which to choose.

For example, consumers across all countries feel strongly there
are many categories in which they would spend more on their
purchases if they could find better products and services—
especially in consumer goods, automobiles, household
appliances, electronics and entertainment (Figures 2 and 3).

Furthermore, the majority of consumers want more options and
choices in the stores they shop, not fewer. This finding
contradicts recent studies noting that consumers, bombarded by
choice and pressed for time, are looking for companies to help
them narrow their options and make decisions for them. It also
suggests that companies have a market willing to embrace new
offerings that represent something truly new and different from
what is currently available.

While these findings illustrate that all consumers, regardless of
income, are willing to open up their wallets given the right
incentive, a particularly intriguing consumer segment is the one
we call the "almost rich."  These consumers, whose annual income
is in the $100,000 to $150,000 range, are among the highest

Figure 1: Consumers see little valued innovation in the  
 past two years
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Figure 2: Latent consumer demand abounds across 
 all countries . . .
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"There are many categories in which I would be willing to spend more for my 
purchases if I could find better products and services."
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earners of any country yet are among the most conservative of all
consumers in their spending habits.  Individuals in this segment
are the least willing to spend more on their purchases and their
spending as a percentage of income trails all other consumer
segments. Why the reluctance?  We believe it is largely because
the needs of these individuals are neither well understood nor met
sufficiently by most companies' products and services—as evident
in the fact that the "almost rich" are nearly twice as likely as
consumers overall to believe that today's products and services
offer nothing new. This combination of high income and yearning
for something unique and innovative is a potential gold mine for
companies with the right offerings. (For more insights into the
differences among income segments, see Differences by income of
U.S. respondents, page 8.)

Moving consumers to action

After reading the results of our survey, one could conclude that
all companies need to do to reinvigorate consumer spending is
ratchet up their research and development and fill the pipeline
with new products and services. But it is not that easy. True,
survey participants indicate they would like to see more
innovation from companies. However, they also want innovation
that is meaningful to them on an individual level. 

And what do they consider meaningful? Our research indicates that
there are three facets of innovation that strike a particular chord
among consumers. Companies looking to reconnect with a dis-
affected customer base should focus their efforts on the following:

1. Innovations in "entry-level luxury": A large majority of all
consumers surveyed would like to see more lower-price
offerings from luxury brands (Figure 4). Reinforcing this
sentiment is the fact that nearly 70 percent of consumers
said they prefer to purchase one superior product than
multiple lesser goods—clearly a call for companies to
recognize that not just the wealthy are interested in high-
quality, prestigious goods and services. And, consumers very
often feel they must make a choice between buying
something more expensive and better than they want and
something that costs less than what they would be willing to
pay and does not fit their need.

These findings suggest that there is a significant opportunity
for companies to position goods between luxury and low
price—particularly, according to respondents, in the
consumer goods, automotive, household appliances,

electronics and entertainment categories. Several companies
have gained access to whole new consumer segments
recently by using such a strategy, including Mercedes-Benz
with its C-Series sedans and luxury "all-inclusive" resort
operator Superclubs with its lower-priced Starfish brand.

There are, however, potential landmines to avoid. For one, luxury
makers must ensure that they do not dilute the image of their
brand with products that may be viewed as cheaper knock-offs
of the originals. Mercedes, for example, was stung by automotive
critics' complaints that the initial C-Series offerings lacked the
quality "look and feel" of the company's more expensive vehicles.
The company also faced questions whether traditional Mercedes
customers would resent the fact that suddenly the mid-level
manager down the street could afford to slide behind the wheel
of a Mercedes Benz, too. One way to avoid this scenario is to
create an entirely separate brand identity for the sub-luxury
offering, as Superclubs did with Starfish to avoid potential
damage to its upscale Grand Lido and Hedonism brands.

Second, luxury makers must choose their differentiation
approaches carefully, as consumers feel differentiation is less
appropriate in certain industries or for certain products and
services. Consumers told us they view some things as a "basic
right"—education, banking and mortgage services, medical and
hospital care, electricity and phone service, to name a few—
and others as not essential to living a fair if modest
existence—theme parks, personal computers, home electronics,
restaurants and automobiles, for instance. Products and
services in the former category would be good candidates for
differentiation only for companies willing to proceed with a
targeted strategy and extreme caution, such as companies
that have begun pursuing boutique medicine targeted at the
well-heeled. Those in the latter category present intriguing
opportunities to create multiple tiers of offerings—particularly
one targeted to tap into the "almost rich" segment.
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Figure 4:  Desire for "affordable luxury" is strong 

"I wish more luxury brand companies would create lower price versions of 
their offerings."
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2. Innovations in "life solutions": Consumers in our survey
believe there are many aspects of their life that would
benefit from better products and services. The two aspects
singled out most often relate directly to respondents' quality
of life: improving their physical health and sense of well-
being and helping them learn or providing intellectual
stimulation (Figure 5). Lowest on the list are aspects of a less
substantive nature—i.e., entertaining them and helping them
promote a "hip and trendy" image. 

Furthermore, consumers are not simply seeking new
features; rather, they are looking for products or services
that are solutions to problems or challenges—those that,
for instance, give them more time to spend with their
families or help them complete a particular task or project.
For example, the top recent product innovations noted by
survey participants were not downloadable cell phone ring
tones or DVD players, but rather Gillette's Mach 3 and
Venus shavers and the Swiffer cleaning cloths from Procter
& Gamble—products that clearly help consumers fill
pedestrian, recurring needs well.

So rather than pursuing innovation for innovation's sake,
companies must ensure that their innovations are more
relevant and meaningful to consumers' unique situations.
Pursuing a strategy of "mass innovation" may result in new
products or services, but ones that will not necessarily
resonate with anyone in particular.

3. Innovations in customer interaction: Consumers very strongly
believe that companies do not care about them after they
purchase a product or service. Yet, three-fourths of consumers
polled said they think a lot about how long a product will last
before they buy it—the implication being that most consumers
plan to own a product for some time and expect it to perform
as it is designed for the duration of its useful life. The
confluence of these two findings presents a significant
opportunity for companies to enhance their relationships with
customers and make new offerings more meaningful to
individuals by providing better (and, ideally, tailored) post-sale
attention and product maintenance services.

Service is not the only area in which companies could stand
improvement. An overwhelming percentage of respondents
strongly disagree that marketers have become more honest
about the value that their products and services deliver. Often
the first point of contact a company has with consumers,
marketing sets the tone for the ensuing customer relationship.
Credibility, honesty and fairness must be the foundation of
any marketing program if a company wishes to relate to
consumers on their own terms. This is especially true today, as
consumers tend to be a very informed lot. Three-fourths of
consumers polled said they do significant research before
buying—which means companies that base their marketing on
simple hype or inflated claims stand a good chance of being
exposed by the very people they are targeting.

While the preceding recommendations apply to all consumer-
oriented businesses, they are especially true for retailers,
which drew the ire of a large percentage of respondents.
Nearly 60 percent of consumers overall believe most retailers
do not care about customers' satisfaction after they have left
the store—a sentiment that was most pronounced among
French respondents, followed by those in the United
Kingdom and United States (Figure 6). Furthermore, slightly
less than half of all respondents (especially consumers in the
highest income bracket) said they do not enjoy shopping, a
feeling that is driven in part by the impression that retailers
are more concerned about their own bottom line than they
are about helping customers in the store and ensuring that
customers are happy with their purchases (Figure 7). Indeed,
a large proportion of the retail industry's initiatives in the
past five years have been geared toward improving
efficiencies and reducing costs. Even projects executed under
the banner of "customer relationship management" often
have resulted primarily in internal operational benefits for
the companies but little, if any, improvement to how
customers are marketed to and treated in the stores.
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This situation must change, especially in light of the fact
that consumers generally are as concerned about "place" as
they are about "product": 45 percent of survey participants
said where they shop is as important as what they buy
(Spanish and French respondents were especially emphatic
on this point). To make a favorable impression on customers
and keep them coming back, retailers must develop
innovative ways to boost customer satisfaction and enhance
the overall shopping experience—whether it is in a physical
store, online or via the telephone.

Conclusion

The results of our survey indicate that companies must not cut
costs to the bone in a down economy. Instead, they should
continue to invest in their innovation capabilities to give
consumers a reason to part with their hard-earned—and, in some
households, scarce—cash. 

But there is also a deeper message inherent in our findings—a
simple message, but one that is often ignored: that companies
still must do a much better job in getting to know their
customers and potential customers to ensure that what they are
selling is what consumers want to buy. Companies that engage
in innovation without such knowledge will generate products
and services that continually fail to hit the mark. As they do so,
they also will significantly increase the chance that consumers
will come to view the company as providing offerings that are
no longer relevant to their lives. 

There is no doubt that in a difficult economy, companies must
watch their expenditures more closely. However, as our research
suggests, the reduction of funds geared toward product and
service innovation can turn fears of slackening consumer
demand into a self-fulfilling prophecy.
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Figure 6:  Dim view of retailers' customer care 
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Spain and France had the highest percentage of consumers who believe there are many 
aspects of their lives that would benefit from better products and services; Germany and 
the United Kingdom had the lowest. And, by a wide margin, United Kingdom consumers 
get more enjoyment out of buying expensive items; French and Spanish consumers, the 
least.

While consumers across the geographies tend to do a lot of research before buying, the 
practice is more widespread among the French, Germans and Spaniards than among the 
British and Americans.

Americans and Germans are less impressed with the quality of products and services in the 
past two years, while consumers in Spain are more likely to agree that product and service 
quality has improved during that timeframe. French and Spanish consumers are more likely 
to believe that products and services recently have become more creative in solving their 
needs and are less likely to feel that most products and services created today have 
nothing new about them.  

Consumers in Spain and France are much more likely than those in Britain to feel that 
where they shop is as important as what they buy. Germans and Americans, on the other 
hand, are relatively neutral on the topic.

A product's life is important to a greater percentage of Americans than consumers in any 
other country. It is least important to those in Spain.

Germans and Americans are less likely to believe that companies in general do not care 
about their satisfaction with a product after it is sold. However, the Spanish and Germans 
are least positive about retailers' attention to customer satisfaction after consumers leave 
the store. Furthermore, British and American consumers have a more negative opinion of 
companies' marketing messages, believing that marketers have not become more honest 
about what their products and services deliver.

A greater percentage of consumers in France and Spain said that leasing, financing for 
longer terms and partial ownership options have made more products attractive to them, 
while in Germany, the United Kingdom and the United States, such options have not had 
much of an effect. 

In general, consumers in all countries polled are relatively happy with their retailers' 
existing product quality/price ratio. However, there is disagreement over the number of 
products offered in stores. Spanish consumers overwhelmingly felt that their stores should 
have more product offerings in general, while consumers in France, Germany, the United 
Kingdom and the United States—although still desiring a broader product selection—were 
less emphatic about it.

Spanish, American and French consumers are more likely to value products and services 
that improve their health or sense of well-being or help them learn. Those in the United 
Kingdom tend to value things that help them learn and pursue their hobbies. Germans are 
interested in products and services that not only improve their sense of well-being, but 
also help them pursue their hobbies and make the most of their free time. 

Country Differences
While consumers we interviewed agreed on many issues, we also found a number of interesting differences in responses by country.
Highlights of these are as follows:
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• Want the "best" product
• Purchase things that are not necessary
• Believe many recent purchases have improved their lives
• Spend more if they could find better products or services
• Think about a product's resale value before purchasing it
• Avoid shopping unless they have a specific purchase in mind
• Believe companies in general and retailers in particular, do not care

about their satisfaction after the purchase

• Not focus on buying the "best" product
• Wait to purchase a product until it is proven reliable by others
• Believe it is harder now to tell how much a person earns by the

purchases he or she makes
• Do research before purchasing a product or service
• Believe product and service quality has not improved in the past two

years
• Think there is nothing really new about most products and services

• Are more likely to enjoy shopping even when they are not buying; buy
only what is necessary; consider where they shop to be as important as
what they purchase; want more product offerings in stores; and want
lower-priced offerings from luxury brands

• Are less likely to want the "best" product; do research before
purchasing a product or service; wait until an item is proven reliable
before buying; consider the resale value of an item before
purchasing it; think that companies and retailers do not care about
their satisfaction after the sale

• Tend to believe there has been some innovation in clothing/apparel,
household appliances, packaged foods, consumer goods and personal
care, but little innovation in housing, home furnishings, entertainment,
investing and government

• View innovation as having the potential to improve their health and
well-being, help them learn and help them connect with family and
friends

• Think there has been no innovation of value to them in household
appliances, packaged foods, consumer goods, home furnishings,
insurance, hospitals and restaurants

• Believe there has been some valuable innovation in housing and
government

• See innovation's benefits as improving their health and well-being,
helping them pursue their interests or hobbies and helping them
connect with family and friends 

• Want the same number of or even fewer product offerings in retail
stores

• View retailers as unconcerned about consumers after the sale
• See no innovations in clothing/apparel, consumer goods, personal

care, home furnishings, insurance and restaurants
• Believe that innovative products and services can benefit them in

many ways, not just in the areas of health and well-being and
intellectual stimulation 

Differences by income of U.S. respondents
Consumers' income appears to play a definite role in shaping opinions on innovation. In some cases, we saw striking differences in
survey responses when viewed through the economic lens, as evidenced by the following breakdown of U.S. consumers' responses by
income level:

$150,000+ annual income
The wealthiest group in our survey, these consumers are more likely to:

$50,000 - $99,999 annual income
Overall, this group had the most positive responses to questions about innovation. These consumers tend to:

$10,000 - $49,999 annual income
In some cases, the views of this group resembled those of the $150,000+ group, while in others, they followed the track of the income group
immediately above. These consumers:

$100,000 - $149,999 annual income
The group we refer to as the "almost rich" is more likely to:

• Generally try to buy the "best" product
• Not believe that their recent purchases have improved their lives
• Do research before purchasing a product or service
• Not be as harsh in evaluating companies' post-sale service 

• Think there is been some valuable innovation in a wide range of
product categories

• Wish retailers had more product offerings
• View innovation as benefiting them in the areas of improved health

and well-being, learning, connection to family and friends and
pursuit of interests and hobbies.

Accenture Institute for Strategic Change · November 2002
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Most consumers, but not nearly all, were able to name a valued
innovation
• 78% of US respondents provided an example of a valuable

product innovation
• 65% of US respondents provided an example of a valuable

service innovation

Brands corresponding to innovations were not at the top of
consumers minds
• Only 12% of US product responses named a specific brand
• Only 3% of US services responses were brand specific

More than 100 individual product brands were mentioned and
more than 25 service innovations were named by brand, but very
few brands were named more than once. While razor advances
were named over thirty times, they were named by brand only a
little more than half as many times. The following are the top
products named by brand and count (out of just over 1,500
responses):

Innovation was found in many industries, but not equally. The
product innovations named were predominantly in consumer
electronics, with numerous references to flat panel televisions and
DVDs. Also frequently mentioned were personal care innovations
such as better toothbrushes and teeth whitening products
(though curiously not by brand name). The responses fell into the
following industry categories, by percent:

The service innovations named were predominantly centered on
online banking and fell into the following industry categories, by
percent:

The value of a name
We asked consumers to name, if possible, specific innovations in products and services from the past two years that where valuable to
them. Their answers suggest a surprisingly low level of brand connection to innovation and a low level of innovation saliency in
general. Top among the findings were:
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across all industries quickly realize their visions.

With more than 75,000 people in 47 countries, Accenture can quickly mobilize its broad
and deep global resources to accelerate results for clients. The company has extensive
experience in a wide variety of industries in key business areas, including customer
relationship management, supply chain management, business strategy, technology and
outsourcing. Accenture also leverages its affiliates and alliances to help drive innovative
solutions. Strong relationships within this network of businesses extend Accenture's
knowledge of emerging business models and products, enabling the company to provide
its clients with the best possible tools, technologies and capabilities. Accenture uses
these resources to serve as a catalyst, helping clients anticipate and gain value from
business and technology change.

For the fiscal year ended August 31, 2002, Accenture generated net revenues of $11.57
billion. Its home page is www.accenture.com.
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