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I ntroduction

The modern consumer puts individua requirements on, for example, food products. He views his
consumption as away of sgnding to others who heis. The increasingly individuaized consumption
pattern builds upon the emergence of anew set of values ¥ the postmaterialistic values — which puts
the individud in focus. Individuals who possess this type of vaues find it difficult to be part of a
collective of any kind. Instead, they want to congtantly being able to decide for themselves what to do,
without having to congder what others might think.

Earlier generations of consumers have not fdt this need for a highly individualized consumption pattern.
Instead, they have drived for an increasing materidigtic sandard of living. Astools for this endeavor,
they have accepted homogeneous products and accepted only afew product varieties to choose from.
These consumers possess the so-called materialistic values, which have been dominant throughout the
20™ century. A person who has materidistic values does not protest against becoming a part of a
collective % for example in acooperative ¥4 aslong as his sandard of living increases.

In addition to the changing consumer val ues, there are aso other changes, for example:

Consumers are continuoudly exposed to advertisements (TV, the Internet, radio, magazines, etc);
Products are more complex than before;

Competition is risng and markets growing. Hence, organizations have to grive for more effective
production processes, and preferably also towards controlling the entire value chain.

Societiesin the West have changed demographicaly, implying a need for increased segmentation.

The new consumer profile imply that organizations dealing with, for example, food products have to
listen closdly to the consumers, i.e., market ssgmentation becomes very important.

The main objective for the paper isto theoretically analyze how organizations acting on food markets
may improve their position. Important factorsin this andyss will be consumer requirements,

paper.doc 1



Hakelius The Changing Consumer on the Food Markets

organizations way of handling market gnds, and improvements that can be made within these
organizations in order for them to become stronger on the food markets.

The paper will focus on food markets where farmer cooperatives are active. Firdt, aliterature review is
made, concerning the changes in consumer requirements and ways to study these, what organizations
may do to handle the consumer requirements, and in what way farmer cooperatives may be changed.
Second, some conclusions are drawn, concerning factors that need increased attention from farmer
cooperatives.

Consumer demand trends and waysto handle these

Consumer requirements
Already in 1977, Inglehart described a phenomenon that is centra to this paper (p 3):

The values of Western publics have been shifting from an overwhelming emphasis on material well-being
and physical security toward greater emphasis on the quality of life. The causes and implications of this
shift are complex, but the basic principle might be stated very simply: people tend to be more concerned with
immediate needs or threats than with things that seem remote or non-threatening. ... Current changes enable
them to play anincreasingly active rolein formulating policy, and to engage in what might be called "elite-
challenging” as opposed to "elite-directed” activities.

Inglehart describes changesin individual values (from materidigtic to post-materidigtic) aswell as
change in the skills of the young generation. The change in values stem from "economic and
technologica development”, "digtinctive cohort experiences’, i.e., the young generation has not
experienced a greet trauma, such asawar, and "risng levels of education”. The improved skillsin
handling complex issues and paliticians originates from the increased educationd level and from the
"expangon of mass communications' (both the developmentsin IT and the increased mohility of people)
(ibid., p 5-11).

A person possessing the new vaues will act differently when he is a consumer of victuas, compared to
the traditiona buyer. van Raaij describes the "mgor postmodern conditions in consumption” (1993, p
562) as being (itaics added):

“fragmentation": Due to the new vaues, many different sets of vaues, norms and lifestyles
develops within a society. The development of many waysto lead oneslifeis expressed through,
for example a gtrive for "digointed experiences and moments of excitement” (ibid., p 552),
segmented production, and segmented media

"hyperreality": The new consumer will ook for ways of showing what person he is through what
he buys, as areault, the product’ s image becomes centrd. The image is added over time through
advertisng, and may, for example, imply that a shampoo is said to lead to beautiful hair, which
will leed to popularity and give a chanceto live acertain way of life. Van Raj labesthis
“hyperredity” and: "In postmodern terms, the image does not only represent the product, but the
product represents the image." (ibid., p 555)
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"value realization later in the consumption cycle": Traditiondly, production of agood adds
vaue and consumption of the good destroys the value of the product. In an erawhen people are
more or less what they consume, to consume becomes central and also what brands one
consume. Some authors have even gone so far asto say that in the future, we will not be able to
distinguish between the producer and the consumer. Toffler (1980) coins the term "prosumer” into
this discussion as a description of the new way of acting on the market, namely that "dmogt al
sarvices and products require an active input and participation of the consumer to enjoy the
benefits. ... Products are there to allow the achievement of human gods." (p 558)!

"paradoxical juxtapositions of opposites': In asociety with many different vaues, ideologies
and ways of life, paradoxes will develop. "Anything may be combined with and juxtaposed to
anything ese" (p 559) It is not necessary to have the product itsdlf in the ad, instead the company
may choose to tranamit afedling that they want their product to contain to the consumer.

Allen and Ng (1999) made another interesting study, degling with consumer vaues. They hypothesized
that (p 5):

... values would have a direct influence on product choice when consumers attend to a product's symbolic
meaning and make an affective judgement, and have an indirect influence (viatangibl e attribute importance)
when consumers attend to a product's utilitarian meaning and make a piecemeal judgement.

Based on the meaning of the product, in combination with the "judgement used to evauate this meaning”
(p 13), aperson's vaues can influence % ether indirectly or directly % what product that person
chooses. The indirect path of influence encompasses utilitarian and piecemed factors (seetable 1); the
direct factor contains symbolic and affective meanings held by the product.
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Table 1: Product meaning and type of judgement associated with the direct and indirect influences of
human values on product choice. Source: Allen & Ng, 1999, p 15.

Routes of human value influence on product choice

Indirect Direct
(Viatangible attribute
importance)
Product meaning Utilitarian Symbalic
Content Overt function and utility Socid categories and cultura
principles (e.g., idess, vaues, traits)
Location Separate tangible attributes Product Whole
Focus Objective: product-focused Subjective: sdlf-focused
Breadth Specific/Narrow Abstract/Broad
Conceptud clarity Clear Vague
Judgement type Piecemed Affective
Reasoning Logicd, comprehensive, and Holidtic, intuitive and gpproximate
systemtic attribute-by- goodness of fit to exemplar
atribute andyss
Response type Piecemeal -based Category-based
Affect latency Delayed Immediate
Affect intengty Low: evdudive High: emotiond states

Allen and Ng found that their hypothes's was possible to vdidate, even though there ill remains some
issues to address in future research in order to develop amode concerning the link between human
vaues and product ownership (ibid., p 34):

... the results show that an individual's preference for utilitarian meaning and a piecemeal judgement to
symbolic meaning and an affective judgement was greater when his or her values have an indirect influence
(viatangible attribute importance) on product choice than when values have adirect influence.

Consumer’s sear ch strategies enter into focus for future organizations. Mazursky (1998) has
investigated what search strategies are adopted once a consumer redizes that he has invaid product
information. He found that the nature of the reaction on invaid information (p 261):

... influence the search strategies concerning the invalidated and additional alternatives. The search process
following invalidation was more extensive, the invalidated attribute was accessed more frequently, and the
search sequence appeared to alter during the search process.

There have also been attempts by scientists to create indexes that could be used to indicate what
consumers would want to spend money on in the future (Eppright et d 1998). One such index isthe
Univergty of Michigan Index of Consumer Sentiment and Consumer Expectations, another isthe
Conference Board Index of Consumer Confidence and Consumer Expectations. Eppright et d tested
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whether such indexes "can be used to anticipate changes in different types of aggregate buyer activity”.
Their conclusonsimply that indexes can be used to predict future consumption patterns.

Thagersen has studied consumers behavior from a perspective of to what degree environmental issues
influence these in their purchasing patterns (1999, b). Centrd to his research isthe link between the
expressed atitudes and the final behavior. Severa studies show that it is difficult to predict fina
behavior, expressed in consumers attitudes towards environmenta issues, in terms of consumers
choosing an environmentdly friendly dternative insteed of aless environmentaly friendly product. This
has led some researchers to the conclusion that it is not possible to predict this kind of consumer
behavior and hence to draw the conclusion that this way of working is not feasble. Thegersen seesthe
following negative consequencesiif this conclusion is drawn (1999, p 8-9):

Inconsistency between expressed attitudes and actual behaviour has anumber of negative consequences. It
reduces the usefulness of attitude research for would-be entrepreneursin the environmental field (and other
fields plagued by seemingly unreliable attitude measurement). Even more seriously, it reduces producers
faith in the economic defensibility of investing resourcesin developing environmentally friendlier products
and services. Inconsistency between expressed attitudes and behaviour also reduces the political system's
ability to predict the effectiveness of interventionsin order to promote environmentally responsible
behaviour, such asinformation, education, economic incentives, and direct regulation (Zatman, 1974)

Thegersen does not want to give up his attempts to understand the link between consumer attitudes
towards environmental aspects of products and their final behavior. Hence, he uses Ajzen's theory of
planned behavior (Ajzen, 1985, 1988, 1991) to map this relationship. Thismode (see figure 1) includes
the individua's attitude towards a certain act (AB), afactor describing the socid pressure on that
individua to act in a certain way (SN), and aso afactor measuring the degree of perceived control
(PC). These three factors lead to abehaviord intention, which in turn leads to a certain behavior. The
origina mode only contained AB and SN. By adding the PC-factor, it has been found that it is possible
to predict behaviorsin awider array of stuations (Ajzen 1991). When doing so, it is possible to include
"environmentaly sengtive behaviours such as recycling (Taylor & Todd, 1995 a, b), buying organic
food products (Sparks & Shepherd, 1992), and investing in conservation technology (Lynne, Casey,
Hodges & Rahmani, 1995)" (Thegersen 19993, p 12).

Attitude to

| Outcome Beliefs |—> Behaviour (AB) \
Subjective

| Referent Beliefs |—> Norms (SN) —>| Intention i—>|BehaviAour

Perceived
Control (PC)

| Control Beliefs |—>

Figure 1. The Theory of Planned Behavior. Source: Kalafatis, et al 1999, p 444.

paper.doc 5



Hakelius The Changing Consumer on the Food Markets

The AB and the SN are composed of:

salient beliefs i.e, beliefs "that are easly brought to mind by respondents’ (Kaafatis et al, 1999,
p 444),

combined with a subj ective measure: For the attitude the individua adds aweight for the
outcome's desirability and for the subjective norm, aweight is added to the sdient belief, showing
what he thinks other think about the outcome and to what degree he cares about what others
think.

An attitude may be strong or weak. What determines the strength of an attitude isto what degree the
individud is capable to deliberate and what motivation he has in a specific decison Stuation (see
Fazio 1990 & 1995). This phenomenon has been found to be centra in decision processes that include
environmenta issues. Additiona characteristics that have been found to play avitd rolein such
processes are (Thagersen, 1999, p 14):

atitude accesshility (Alwitt & Berger 1993; Berger 1993)
ambivaence (Herberlein & Black 1981)
affective-cognitive discrepancy (Smith et d 1994)

the antecedents experience (Berger & Kanetkar 1995)
knowledge (Kalgren & Wood 1986)

Asaconcluson, the individuas vaue sets have changed, making consumers' requirements more
heterogeneous and complex. One important task for producersisto try and measure the different
requirements, and adjust their production of goods and services in away that makes the new consumer
stisfied.

The organizations handling the consumer requirements

Organizations have to adjust to the current changes in consumer demands. These adjustments include,
for example, surveys on consumer needs and attitudes, diversified production, a flexible production
process, and tailor-made marketing efforts. Hence, organizations need to adjust their goal s, production
processes, and their structure. In addition, structura changes on several markets will probably have to
take place, targeted at becoming a stronger actor and to come as close to the consumer as possible.

Another important change-process is to move from only consdering the environmental impact caused
by the production process itsdlf, towards including aso the impact on the environment once the product
is consumed. Since the new consumer consumes not only the product itsdlf, but dso its "meaning”, and
sSince many consumers care about what environmenta impact both production itself, aswell asthe waste
disposa process has, it will not be possible for organizations to continue as they have done during the
1970 through 1990's. Gradually, societies want organizations to take an extended producer
responshility, i.e. to dso take into account what effects their products have on the environment after
they have been consumed.
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The need for supply chain management most probably will increase in the future. The basic idea here
isthat the organization has to know what the consumer will demand in the future and have the product
reedy for the consumer when he wantsit. In order to succeed in this strive, the organization has to focus
on production chains and not on the enterprise as such. Contracts, time bargains, and combinations of
these will play an increasingly important role in the future. Hence, the production has to become more
tallor-made and effective, hereby economizing on transaction costs.

Markets will become more globa, implying a need for sandardized products, globa organizations and
globd marketing efforts, adjusted to loca circumstances. Thisimplies a conflict: How can organizations
handle the need for standardized production, on one hand, and cultural differences on the other? van
Raaj suggests afour-leve divison of the standardization, which leads to that the marketing efforts may
be adjusted to different cultural traditions (1997, p 265):

“misson”: The organization’s identity and vision is summarized in an objective.
“propaogition”: Following the objective of the organization, a more detailed objective may be
formed, creating a relationship between the producer and the consumer.

“concept”: The proposition istrandated into aform that the consumer understands, perhaps
through metaphors.

“execution”: The layout and the mode of communication has to be determined and executed.

In this process, the organization has to determine whether dl or only some of these levels should be
standardized (see Table 2). If total standardization is not acceptable, a decision has to be made,
concerning which levels should be diversified. In this process, key factors such as (pp. 266-269):
“target groups’,
“topic, product or service”’,
“environment” (market structure, competition, distribution structure, etc),
and the way the organization itsdlf is structured has to determine the choice between slandardization or
diversfication of market communication.

Table 2: Global, adaptation, differentiation and local strategies for communication. Source: van Raaij,
1997, p 266.

Global Adaptation  Differentiation Loca

Mission Identicd  Identical |dentical | dentical/different
Proposition  Identicd  Identica |dentical Different
Concept Identicd  Identica Different Different
Execution Identicdl  Different Different Different

Hence, in order for an organization to be successful on future consumer markets, it has to become more
effective on reading the consumer, diversfy its production and still economize on each production line,
and dso to adjust its way to communicate with different consumer-groups. Put differently, organizations
have to focus on creating improved val ue for the consumer (e.g. Kyriakopoulos 2000; Day 1990,
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1991; Drucker 1954; Porter 1980; Shapiro 1988). This“extrd’ vaue offered is the key to success and
isgauged by the consumer, which makes the task even more chalenging. Kyriakopoul os summarizes
the task for modern organizations as (2000, p 55):

.. understanding all the factors that affect the value chain in order to increase the perceived benefits and
reduce the perceived costs, including the whole supply chain, competitors, regulatory framework, etc ...

In this process, organizations need two tools. A market analysis and a strategic plan for how to best
benefit from the market. In addition, organizations need to include the process of organizational
learning into their mode of acting (see Fol & Lyles 1985; Huber 1991; Levitt & March 1988). It
implies (see Kyriakopoul os 2000, pp 65-67):

acquisition of information: Both internd and externd information is needed in order to become
asuccessful actor on the market.

dissemination of information: To spread the information to the relevant part of the organization
iscrucd.

interpretation of the information: Having the information is not enough — it is necessary to
interpret what the information tells the organization and, based on thisinterpretetion, to decide
what actions need to be taken.

storing experiences into the organization: Here, individuas, Satutes, routines, and the
organizationa structure may be used.

Implications for Farmer Cooperatives

For traditiond farmer cooperatives, being structured and run through a system of undlocated capita and
democratic governing structures (one vote per member), often geographicaly tied to a certain part of a
country, isrequired that:

members become aware of that the market is changing and that consumers look for additiona
vauesin the products,
intra-organizationa systems are created which

- dlowsmarket signals to go between members and the consumers,

- fadlitate organizational aswell as market learning,

- fadlitatesorganizationd flexibility
the farmer cooperative itsdf, as well as members, are encouraged to act as entrepreneurs,
farmer cooperatives are run by directors who are capable of running the multi-facetted
cooperative organization
members commitment to the cooperative is increased/maintained through a

- financial structure which only has a smdl proportion of unalocated capitd,

- tallor-made voting schemes, giving those members who are most reidble in the

cooperative' s success the greatest influence on the decision process,
- education of future elected representatives,
- more professond mode of conducting business
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It will dso be necessary for cooperatives to merge with other organizations, or to at least collaborate
with others more frequently than isthe case a present. Thisis needed due to that future markets will be
more or less global and in order to be competitive on these markets, farmer cooperatives have to be
larger than they are today. In addition,

Conclusions

Due to an ongoing vaue change among the young generations of the West, new and more complex
demands are put upon, for example, farmer cooperatives of the traditiond type. When young people act
as consumers of food products, they look for (1) the product as such, but dso for (2) intrinsic vaues of
the product, for example:

how the product has been produced,

by whom it has been produced,

what brand name the product has,

what image the product has,

how far the product has been transported,

how the product has been transported,

how the retailer has treated the product,

what effect the product might have for health % both in the short run aswell asin the long run

These intringc product vaues are shown to others when the product is consumed. Generaly, the great
chdlenge for any organization acting on the food marketsisto find out what different consumers want to
sgna through their consumption, to continuoudy monitor changesin consumer preferences, to produce
and digtribute these products as cost effective as possible. For farmer cooperatives, thereisan
additiona factor to include in the process: The member/owner. The cooperative hasto find marketing
solutions that keep membersinterested in committing themselves to the cooperdtive!
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