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Understanding the Older Consumer

Demographic trends in Western industrialised nations show an increasing proportion of people over 50 who are also an active consumer group. They have more money to enjoy themselves due to more widespread occupational pensions and freedom from the financial burdens of mortgages and child rearing, whilst better medical care, diet and fitness mean that they are physically capable of more youthful behaviour than earlier generations. With the growth in early retirement or semi-retirement, the ‘grey market’ also has more time to devote to non-working pursuits.

Long stigmatised by unfavourable stereotypes and a lack of informed knowledge, this population subgroup must be understood better by marketers and advertisers wishing to manufacture, distribute and sell products to this important market segment. Understanding the Older Consumer examines the demographic and psychographic characteristics of the market, the consumer-related behaviours of the over-50s and how to market and research this consumer category. It shows it to be a complex group with varied psychological characteristics, patterns and interests. Older consumers have different financial circumstances, consumer tastes and key motivations. They show varying reactions to marketing and advertising messages.

In a world of increasing competitiveness between products and services, Understanding the Older Consumer provides a valuable tool for those wishing to develop marketing campaigns and retail services that more comprehensively represent the needs and wishes of this group.

Barrie Gunter is a psychologist and Professor of Journalism at the University of Sheffield. He has written over 30 books on various media, marketing and management topics and conducted his own widespread research on media and advertising issues.
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1 The importance of the older consumer

DOI: 10.4324/9780203135228-1



Changing demographic profiles in modern industrialised countries mean that increasing proportions of their populations will fall into older age bands, above the age of 50. While older people are often stigmatised with negative stereotypes regarding their physical and mental capacities, they represent a segment of the population which has increasing economic significance. For long ignored by marketers, older consumers cannot be dismissed as a politically and socially insignificant homogeneous group with negligible spending power. Instead, traditional concepts of ageing need to be rethought as the over-50s evolve into an increasingly dynamic consumer group.

This book will examine the phenomenon of the ‘grey market’, the segment of the population aged 50 and over and its consumer-related activities. It will adopt a mainly psychological approach to its analysis, although drawing occasionally on sociological and anthropological theory or research in reviewing evidence on older consumers’ lifestyles, leisure and media-related activities and consumption. It will explore what is known about the way this age-band has been represented in the media, and how the image of this demographic group is changing. It will also examine how people over 50 respond to marketing and advertising messages and are influenced by such messages in their consumerism.



Theories of Ageing

Before beginning this review, it may be helpful, in setting the scene, to examine some of the established theories about ageing. These theories reflect different conceptions about what it is to grow old and what might be expected of those who do in terms of the way they conduct themselves and live their lives. Key theories include disengagement theory, activity theory, development theory, continuity theory, exchange theory and labelling theory.

Disengagement theory represents one of the earliest theoretical perspectives which postulated that ageing involves a gradual withdrawal or disengagement of the individual from certain social roles in order to clear the way for other, younger people to come through. Such withdrawal in its ultimate form is regarded as a period of preparation for death. The individual plays fewer social roles and experiences a deterioration in both the quality and quantity of their relationships. Disengagement therefore implies a triple loss for the individual: a loss of roles, a restriction of social contacts and relationships, and a reduced commitment to social mores and values. Central to this theory is the assumption that both the individual and the wider society benefit from the process. Withdrawal for the individual may mean a release from social pressures which stress productivity, competition and continued achievement. For society, the withdrawal of older members provides openings for younger individuals to take over the roles which need to be filled.

There is little sound empirical evidence to support the opinion that the withdrawal of older people from the workforce and other social roles is necessarily and invariably for the good of the social system. Such a step may result in the removal of some of the most knowledgeable and experienced members of society. Some writers have argued that disengagement theory was used to avoid confronting and dealing with issues surrounding ageing and the problems that older people may pose for society (Blau 1973). It forms a justification for social policies which segregate older people and treat them separately from other less advantaged groups (Estes, Swan and Gerard 1982).

In contrast to the notion of disengagement is activity theory, which proposes that successful ageing is to be obtained through preserving, for as long as possible, the attitudes and activities of middle age (Havighurst 1963). While some changes in activities are to be expected with age, whether these occur in a person’s professional life, social life or private life, it is important to remain active in other ways. Maintaining an outlook on life which is distinctly middle-aged rather than old aged, an individual can sustain a higher level of personal morale and general satisfaction with life. The maintenance of social networks can play a key part in achieving this objective. Although this theory reflects an outlook on growing older which can be found increasingly, especially among the more affluent older persons, it does not explain what happens to those who fail to sustain a middle-aged outlook.

Holding on to an earlier life stage for as long as possible may be one strategy for not growing old too soon, but for some writers, successful adaptation at each stage of life depends upon what happened during earlier life stages. Development theory represents a perspective which regards life as a continuous process of development, from birth until death. Perhaps the best developed theory of this type is Erikson’s (1950), who describes life as being composed of eight phases: early infancy, late infancy, early childhood, late childhood, adolescence, late adolescence, the productive years and later life. At each phase, individuals must acquire certain understanding and competencies which will equip them to cope effectively with the next phase. Old age is a time when the individual takes stock of his or her life and must come to terms with what has or has not been achieved during their life and with the changing circumstances which accompany retirement and the inevitable losses of people close to them. How a person adapts to this final stage of life is dependent on developmental processes which occurred during earlier life phases. If the individual has treated each new life stage as offering a challenge, this attitude is likely to prevail into later life. Such an attitude can be expected to keep an older person more ‘youthful’ in many respects.

A similar view of life development is offered by continuity theory, which regards ageing as a process of continuing development. However, there is a growing tendency among people as they get older to try harder to maintain stability in their lives. New challenges may be relished, but most of all, according to this theory, individuals strive to preserve activities, tastes and a preferred lifestyle acquired over time. Retirement is regarded as a problem period for the individual who must come to terms with occupational role loss and the direction and goals which accompany that role. Disengagement is not seen as the most desirable reaction to this state of affairs. Instead, individuals need to become active in other ways. Finding new interests and goals lies at the centre of healthy and positive adjustment to this later stage of life.

The importance, in older age, of maintaining a social network and a body of activity which continue to give life purpose represented a core part of activity theory. This view that a person must strive to remain integrated as fully as possible with groups and events in the social environment, even when retired from working life, is elaborated upon more fully in exchange theory (Mauss 1954; Simmons 1945). Under exchange theory, however, as ageing takes place social interaction may decrease, or it becomes more selective and more targeted. In the pursuit of goals, whether professional or social, individuals seek out relationships which will be useful to them. Where the costs incurred by an individual in establishing or maintaining a relationship outweigh the benefits, the individual will gradually invest less and less time and effort in it. Where one individual values the rewards to be gained from a relationship more than another, there is an imbalance in terms of exchanged benefits. Power derives from this imbalance, whereby the individual who values the relationship less achieves a stronger position. For older people, this imbalance of power in interpersonal relationships may become more prevalent, gradually causing their interactions with others to diminish (Dowd 1980). For effective adaptation and coping during later stages of life, it is clearly necessary to maintain sufficient balance in a network of satisfying relationships, to avoid a significant diminution in the individual’s perceived personal social ‘power’.

Finally, another conception of ageing derives from labelling theory which posits that old age is socially defined and often labelled as a ‘deviant’ condition. Older people thus become stigmatised in a way which places them potentially at a disadvantage across a wide range of social relationships and interactions. Older people may be more susceptible than other age-groups to negative stereotyping which labels them as worn-out, over-the-hill, ineffectual, dependent and therefore socially (and perhaps politically) insignificant. Not only are such labels used by younger people, but they may become conditioned into the self-perceptions of older people. If older people become convinced of their own inadequacies, they may in turn live up (or perhaps ‘down’) to them (Kuypers and Bengtson 1973). This model of negative labelling can be turned on its head, however, to produce a strategy for inculcating a more positive view of older age both among the age-group itself and among people in general. This can be achieved by recognising that a person’s status does not (or should not) depend simply upon their economic position or the type of occupation they have. Improvements could be made in the services offered to older people and to the environmental conditions in which many of the poorer older persons live. The self-confidence and self-determination of older people could be boosted by presenting more positive images of ageing and by providing opportunities for this age segment to establish new life goals and the means to have a greater say in the management of their lives.



Ageing and Consumerism

Contrary to popular belief, older consumers are not mainly poor consumers. Indeed, on average, they are no more likely to be poor than their younger counterparts. In the United States in 1984, 14.7 per cent of people aged under 65 were at or beneath the poverty level, while for those aged 65 or over the comparable percentage was 12.4 per cent (Burnett 1991). Discretionary buying power among the over-50s was greater than among the under-50s (French and Fox 1985; Linden 1986). This spending power derives significantly from reduced expenses on child-rearing, paying off home or car loans, and the maturation of insurance policies (Allan 1984; Gelb 1978). By the mid-1980s, for example, around three-quarters of individuals aged 65 or over owned their own homes and among these, well over four-fifths had no mortgage to repay (Lazer and Shaw 1987). Not only do older consumers have greater spending power than other age-defined market segments, they are more willing to spend than ever before (Petre 1986).

Older consumers of today are not sedentary and retiring individuals who have withdrawn from the mainstream of a previously active lifestyle. They are involved and far younger in their outlook and activities than were their predecessors two generations ago. They are not the helpless, infirm dependants of our society; their members include heads of state, government leaders, chairmen of major corporations, and other people of stature, affluence and influence. The myth of poor health permeating the older consumers’ market should now be dispelled. Although some individuals do suffer physical limitations, these are neither as serious nor as widespread as many popular stereotypes would imply. Most older people tend to describe their health as good or excellent when asked to compare it with others of their own age (Schewe 1985). While negative stereotypes of older people are generally misleading and untrue, they do acknowledge that, in many ways, people in later years have been regarded as comprising a specific subculture (Rose and Peterson 1965). This outcome is thought to be the almost inevitable consequence of any group whose members interact more often with individuals of their own kind than with anyone else. The sub-culture view, however, fails to reflect the fact that older people comprise a highly diverse group. In some cases, older people maintain considerable prestige and power in areas such as politics, law or business. Additionally, though poverty is common in old age, by no means all of those who can be included as members of the ‘grey market’ are poor (Falkingham and Victor 1991; Walker 1980).


Stages of life and consumption

A person’s age is a poor indicator of their capacity and worth as an individual. To tag a person with the label ‘old’ because they have reached a certain chronological age, whether it is 60, 70 or 80, has little meaning. ‘Ages’, representing stages of life, may have more relevance in the consumer context, and are becoming increasing preferred as an impartial classifier of individuals, as this book will show. The onset of older age is marked most significantly not by a sudden decline into senility, but by the end of paid work or the completion of family-raising (although the last point is not always true). These activities constitute the ‘Second Age’, following the ‘First Age’ of childhood and socialisation. Earlier retirement and improved health have resulted in increasing, and now substantial, numbers of people who have entered the ‘Third Age’ of independent and still active life beyond work and familial tasks, which may continue for a long period prior to the ‘Fourth Age’ of decline, dependence and death.

The onset of the Third Age can vary from one individual to the next. For some it may begin at 50, while for others it may not start until the age of 70 or even later. Thus, chronological age alone does not mean inactivity or that a person is ‘old’. For some interests and activities, such as voting, cultural affairs, the arts, fine foods, luxury cruises and five-star hotels, the older age-groups are among the most important participants.

The older consumers’ market is among the least intensively researched and understood of market segments. Disagreement exists about both the age brackets that comprise this market and the terms used to describe them. Sometimes a classification of 65 and over is used, since that often marks the age of retirement. Sometimes a classification of 60 and over is adopted, indicating the decline in physical and mental skills. At other times, a classification of 55 and over is used because that represents consumers who have entered the pre-retirement years. Increasingly, however, early retirement may mean entry into a ‘Third Age’ as young as 50. The grey market can therefore be taken to mean those individuals aged 50 and over, who may be in the retirement or pre-retirement phase of their lives. A variety of terms have been used to describe consumers in this age-group, such as older consumers, oldsters, senior citizens, the elderly, old-agers, geriatric population, retirees, and maturities. Many of these terms are either patronising or simply inappropriate given the nature of many people in this section of the population, and particularly those at the younger end of this age spectrum. For the purposes of this book, reference will be made to ‘older consumers’ since that seems best to fit what these people are.

Some of the marketing misconceptions held about the grey market were succinctly listed by Loudon and Della Bitta (1993):


	Older consumers are all the same. (Actually this is not a monolithic market at all, but rather one comprised of numerous segments.)

	They think of themselves as old. (‘Older age’ is typically 15 years older than they are, and doesn’t begin until well past 70.)

	They aren’t an important consumer segment. (Those 50 and over possess almost half of all American discretionary income and account for almost one-third of spending on refrigerators, floor coverings, new cars, jewelry, and groceries.)

	They won’t try something new. (A survey for Golding and Company found that in the preceding 12 months 45 per cent had tried a new brand of cereal and 30 per cent had tried a new canned soup and soft drinks brand.)

	They have impaired mental faculties. (Only about five per cent have serious mental impairment. Moreover, intelligence tests reveal little change from age 51 to 80.)

	They are in poor health. (Most are not incapacitated and will remain healthy until their last years.)

	They keep to themselves. (Many are sexually active, are involved as volunteers, and are taking on new responsibilities.)

	They aren’t physically active. (A recent Gallup poll revealed half of those 65 and over regularly engage in exercise.)


(1993: 156)



The significance of the older consumer stems from the fact that there has been a growth in the market potential of the ‘grey’ population. This has occurred because of increased numbers of people in this age bracket, an upward shift in income and wealth, and enhanced expectations of older people. Increasing ‘grey’ income has been emerging from occupational pensions, asset holding, capital gains on property, and windfalls (Johnson 1990). Better health has resulted in a more active older population who wish to maximise the enjoyment they derive from their free time.

With their children having left home, and their mortgages paid off, empty nesters in modern western societies may have plenty of disposable income, particularly before retirement. For many years, this fact went unnoticed by marketing and advertising people whose eyes were fixed firmly on the under-35s and under-44s. Now that many older people are inheriting property from their parents and average life expectancy is increasing, the over-50s can no longer be ignored.



The Demographic Shift

To appreciate the importance of changes in the number of older people, it is important to grasp the magnitude of the demographic restructuring now under way in the developed economies. The high birth rates of the post-war baby-boom, followed by the very low fertility, or ‘baby-bust’, of the 1970s and 1980s, has produced populations that are ageing and, in many countries, declining in size.

In 1990, 32 million people in 20 million households in the USA were aged 65 or over, representing 13 per cent of the total population of the country. Each census during the twentieth century has indicated that the elderly make up an increasingly larger share of the population generally. If current trends continue, those 65 or over will account for 22 per cent of the US population by 2030.

Johnson and Falkingham (1992) explain the context in which the demographic transition characterising the population developments in most western countries has occurred:


	An initial stage with high levels of fertility and mortality and low population growth rates. The population has a ‘youthful’ age profile with a high proportion of young people and relatively few older persons.

	Mortality rates begin to fall in the second stage while fertility levels remain at a high level. Thus, the natural rate of population growth rises and so too does the size of the population. If the improvement in mortality is concentrated at younger ages the population structure may become younger at this stage.

	Now fertility rates also begin to decline. The rate of population growth starts to trail off and the proportion of the population who are elderly begins to increase.

	Fertility and mortality reach equilibrium. Population growth is again low and could be approaching zero. The age structure of the population stabilises with a relatively high proportion of elderly people.


(1992: 22)



Expectation of life at birth is an important indicator. Mortality levels have fallen since the middle of the nineteenth century. People born in 1991 in Britain could expect to live 20 years longer on average than those who were born in 1901. This is largely down to lower infant mortality rates. Looking at the British population since the beginning of the twentieth century, the size of the elderly population has risen in absolute terms by over 400 per cent – from 2.2 million in 1900 to approximately 10.5 million in 1991. Over the same period, the proportion of children aged under 16 years in the British population has fallen from 35 per cent to 20 per cent.

The populations of western industrialised societies have thus been growing steadily older. In 1790 the median age in America was 16. In 1990 it was 33. By the middle of the next century it will be over 40, or maybe even 50. The trend in other developed countries is much the same. The median age in England and Wales in 1901 was 24 years, by 1931 it had risen to just over 30 years, and in 1981 it was nearly 35 years. By the end of the first decade of the next century it is projected to rise further to around 40 (Johnson and Falkingham 1992).

Such shifts in the age composition of the population are being experienced by countries all around the world. In most other developed countries, the proportion of the population aged 65 and over has increased dramatically since the beginning of the twentieth century (Scott and Johnson 1988). Indeed, in many developed countries the percentage of older persons has more than doubled. The United Nations has indicated that any population with more than 7 per cent of the people in it aged over 65 is an ‘aged population’. One analysis found that by the late 1980s, 14 advanced countries qualified for this label (Scott and Johnson 1988).

If being middle-aged or older becomes the norm rather than the exception, the definition of ‘old’ will have to be revisited. The standard retirement ages of 60 or 65 are no longer widely regarded as a watershed for declining health and energy. The widespread silent assumption that ‘old’ means ‘decrepit’ will have to be abandoned or at least moved up the age scale by a couple of decades. Affluent older consumers will become an irresistible market for everything from cars to credit cards, all customised to suit their target group’s tastes.



The Working Population

Analysis of working population data (for the 15–64 age band) in six leading OECD countries, with the size of this population in 1990 set equal to 100, has revealed an important trend (see Table 1.1). Since the Second World War all these countries have experienced an increase in their working population, but in the decades to come this trend will be interrupted or reversed.


Table 1.1 Index of working age (15–64) population	
Country

	
1950

	
1980

	
1990

	
2000

	
2010

	
2020

	
2030

	
2040

	
2050


	
France

	
75.1

	
94.0

	
100

	
101.7

	
104.4

	
100.0

	
94.9

	
90.5

	
88.5


	
Germany

	
79.1

	
96.5

	
100

	
95.0

	
88.6

	
80.7

	
68.2

	
61.2

	
58.2


	
Italy

	
79.0

	
94.3

	
100

	
97.9

	
95.5

	
90.0

	
81.0

	
72.8

	
69.6


	
Japan

	
57.6

	
91.3

	
100

	
99.2

	
94.1

	
90.8

	
88.6

	
83.2

	
81.7


	
UK

	
90.7

	
96.4

	
100

	
99.9

	
101.5

	
101.1

	
97.4

	
95.7

	
95.2


	
US

	
60.3

	
91.9

	
100

	
108.1

	
116.0

	
115.8

	
113.5

	
115.7

	
118.0





Source: Labour Force Survey, Office for National Statistics 1996


In the United States, population growth will slow down and then stop in 25 years time; in France and Britain the working population is already stagnant and will begin to decline within a couple of decades. In Japan, Germany and Italy the number of workers is already falling, and the decline is gathering pace.

Over the next 50 years, the working population of the European Community is projected to fall by 20 per cent to 45 million people. For the first time in over 200 years the potential European market will be shrinking, and success may in future be measured in terms of the lowest rate of market contraction rather than the highest rate of market growth. This trend is illustrated in Table 1.2 which shows the changing age profile of the labour force in Britain (Office for National Statistics 1996). The numbers in the 16 to 24 age-group are projected to decline over the next few years compared with ten or even five years ago. Meanwhile, numbers in the 45 to 59 and 60 to 64 age-ranges will show a marked increase.


Table 1.2 Age profile of the British labour force			
Age-groups


			
16–24

	
25–44

	
45–59

	
60–64

	
65+

	
All aged 16+


			
Millions


	
Estimates

		
		
1984

	
6,214

	
12,201

	
7,077

	
1,252

	
429

	
27,172


		
1986

	
6,326

	
12,788

	
6,968

	
1,083

	
402

	
27,566


		
1991

	
5,684

	
14,256

	
7,311

	
1,102

	
462

	
28,815


		
1992

	
5,224

	
14,192

	
7,596

	
1,069

	
501

	
28,582


		
1993

	
4,941

	
14,258

	
7,742

	
1,070

	
443

	
28,454


		
1994

	
4,710

	
14,301

	
7,922

	
1,051

	
437

	
28,421


	
Projections

		
		
1996

	
4,404

	
14,609

	
8,227

	
1,049

	
429

	
28,717


		
2001

	
4,313

	
14,893

	
8,748

	
1,105

	
409

	
29,469


		
2003

	
4,519

	
14,609

	
9,252

	
1,295

	
416

	
30,092





Source: Labour Force Survey, Office for National Statistics 1996


In the shorter term, through the 1990s, changes in the overall size of the European market will be less important than awareness of changes in the number of people in different age-groups. This is because the age structure of Britain and Europe is changing sharply. Attention has tended to focus on the bottom end of the age spectrum because of the decline by 25 per cent (from 800,000 to 600,000) in the number of 16-year-olds in Britain between 1987 and 1993. However, numbers in other age-groups are changing too, and these changes present both market problems and market opportunities. The population of the EC will be virtually stagnant throughout the 1990s (though numbers will be falling in Belgium, Germany and Italy). But within this general picture there are dramatic age-group variations.

The teenager (15–19) and young adult (20–24) populations will fall by 22 per cent and 26 per cent respectively, but this does not mean that there will be a simple shift in demand from the young to the old. The booming teenager and young adult markets of the 1960s/1970s is a thing of the past: the new growth area will be people in late middle age, the ‘grey’ population, who have hitherto largely been ignored or deliberately avoided in marketing campaigns.

The term ‘late middle age’ is vague because there is no consensus about how this older population should be defined in age terms, or what it should be called. ‘Older person’, ‘senior citizens’, ‘pensioners’ are all inappropriate because, aside from the pejorative overtones, they refer primarily or exclusively to people over pension age, and much of the most significant population change will affect age-groups under pension age, but over 50. Another reason for using a deliberately vague term to describe this population is to incorporate the very different patterns of age restructuring now taking place in European Community countries, and which are, therefore, of direct relevance to anyone with an eye on pan-European marketing opportunities.

National patterns of ageing and old age vary greatly. Findings reported by Victor (1994) indicated that people in Sweden had a higher life expectancy than those in any other European country; almost every fifth Swede (18 per cent) was found to be 65 or over. The German-speaking countries also showed a profile of high expectancy. They constituted the largest market of older consumers in Europe: about 15 million people aged over 65, most of them relatively well off and in good health, and with active lifestyles. The UK, France and Italy also had high age expectancies.

The majority of older people are less of a strain on the medical system than most people believe. Medical costs do not rise in proportion to the number of years people live. For most, it is only the very last year of life that entails the high medical costs, and each individual generally has only one such year. Dividing people into those in their 50s, 60s and 70+, the next decade in Europe will see an increase of 20 per cent in the number of people in their 50s in the UK. In Germany, this age-group was projected to decline by 5 per cent. France, Germany and Italy, will, however, experience substantial increases in the number of people over 70. By the end of the century, one in five of the UK population will be over 60 years of age. They will therefore number 12 out of 59 million, with about 7.5 million falling into the 60 to 75 range and 4.5 million being over 75 years. Placed within the context of a largely static overall European population, the expansion of any age-group must be perceived as providing a new market opportunity.



Longer Life and Its Luxuries

In the world’s rich countries, when you retire at 65 you can expect to live, on average, for another 15 or 20 years. A hundred years ago you would, on average, have been already dead. The late twentieth century has brought to many the ultimate gift: the luxury of ageing. Like any other luxury, ageing is expensive. Governments are fretting about the cost already; but they know that worse is to come. Over the next 30 or 40 years, the demographic changes of longer lives and fewer births will force most countries to rethink in fundamental ways their arrangements for paying for and looking after older people.

In 1990, 18 per cent of people in OECD countries were aged over 60. By 2030 that figure will have risen to over 30 per cent. The share of the ‘oldest old’ (those over 80), now around 3 per cent, is set to double. The vast majority of these older people will be consumers, not producers. Thanks to state transfers, being old in developed countries mostly no longer means being poor. The old people will expect decent pensions to live on; they will make heavy demands on medical services; and some will need expensive nursing care.

Mass survival to a ripe old age will not be confined to rich countries. Most developing countries, whose populations are now much younger than the developed world’s, are starting to age fast. In Latin America and most of Asia, the share of over-60s is set to double between now and 2030, to 14 per cent. In China, it will increase from less than 10 per cent now to around 22 per cent in 2030, thanks partly to the government’s stringent population-control measures. Only Africa is likely to remain exuberantly young right through to the middle of the next century, though AIDS may reduce population growth in some countries.

In poor countries, old people usually work on until frailty or ill health force them to stop. Most of them have no means of support or care other than, with luck, their families. But as countries become richer, more people are covered by formal retirement schemes; worldwide, about 40 per cent of the labour force are members of formal schemes of any kind, whereas in high-income countries nearly all workers and their dependants are included.


The position in rich countries

In many countries, older people are still too small in number, and for the most part too politically passive, to act as an effective pressure group for long-term policies to further their own interests. But that is changing as their numbers increase, and they learn to flex their political muscles.

America offers a foretaste of things to come. The American Association of Retired Persons (AARP), set up in 1958, is a highly effective lobbying organisation employing some 1,700 people, including 15 full-time lobbyists in Washington. With 33 million members, it can afford a lot for its $8-a-year subscription: insurance services, credit cards, discounts, low-price prescription medicines, motoring plans, advice of all kinds, even a training programme to help hard-up over-55s find jobs. Other, smaller organisations – such as the Seniors Coalition – are competing for the grey market.

In other rich countries they are not as lively – yet; in Japan, older men are too busy working on beyond retirement age to spend time politicking. In Europe most people retire early, but still show little interest in joining pressure groups. Organisations such as Age Concern in Britain have more of a charitable image, providing help and information for older people, although they do campaign on issues such as old-age poverty.

According to a Europe-wide poll, over three-quarters of the European Union’s pensioners think their governments do not do enough for older people; 22 per cent feel so strongly that they would join a political party formed to further their interests. Prominent among these interests are pensions, health care, long-term care and (for those who are still working, or would like to be) jobs.



Capacity to consume

The capacity to consume depends critically upon disposable rather than gross income. Some households may exhibit significantly higher total incomes than others, but may have less spending power than households with smaller total incomes if their basic outgoings and expenses account for a substantial proportion of that income. Thus, upon retiring, individuals would normally expect to experience a drop in basic income. However, those who are able to more than compensate for this through a marked reduction in such expenses as mortgages, raising children, and certain other home-related bills, could witness their disposable income actually increase.

Among people aged 50 and over, a wide-ranging spread of gross and disposable income levels may be found. The ‘grey market’ does not comprise a homogeneous mass of individuals. Among the characteristics in terms of which they can be differentiated is their capacity to consume. The tenor of this book is that older consumers represent a significant market which has, to date, largely been under-estimated, inadequately catered for or simply ignored in many marketing circles. The growth in size of this population segment and increased spending power to be found among certain sections of it, mean that for many kinds of products and services the over-50s represent a significant buying force.

The increasing market potential and spending propensity of the older, better-off sector, however, does not mean that the over-50s age-group is a universally affluent market segment. As with other age-groups, a considerable degree of poverty can be found among older people. By the early 1990s, for example, just over one in five (21 per cent) of people in Britain were over pension age, and comprised nearly three out of ten of those living on incomes on or below the income support level, the official standard of poverty (Walker 1993). In 1989, just under one-third of pensioners were living on incomes at or below the poverty line compared with less than one-fifth (17 per cent) of those under pension age. Not only does poverty affect a substantial proportion of older people, but when it does it is likely to be an enduring experience. For many years, a substantial number of long-term supplementary benefit claimants have been found among pensioners (Walker 1993).

On the basis of this sort of evidence, therefore, some writers have challenged the view that pensioners generally are better off these days (Walker 1993). Some may well be, but others are not. Whether they are or not depends upon the sources of income available to them. Even so, in a general sense members of the grey market, including those of retirement age, have been found to be better off today than they were 30 years ago, despite the fact that some of them remain on relatively low incomes. One analysis by the Department of Health and Social Security’s Economic Advisers’ office showed that between 1951 and 1984/95 pensioners’ share of total disposable income in Britain (i.e. total income from earnings, savings, investment, pensions and other social security benefits) increased from 7 per cent to 15 per cent (DHSS 1985). The reasons for this improvement appeared to be twofold. First, there was a growth in the overall number of pensioners during this period, and second, there was an improvement in the disposable income of this age-group relative to non-pensioners. The latter change was accounted for by a slowing down in the growth of real disposable income among those below pension age caused mainly by the reduction of numbers in full-time employment, and also by the increased value of basic pensions relative to average earnings.

Further independent assessments confirmed the rising income trend among older people. One analysis reported that 45 per cent of married pensioners were in the bottom fifth in terms of net income in 1971, and this figure had fallen to 28 per cent in 1982. For single pensioners, the shift was even more dramatic; 43 per cent were among the poorest in 1971 compared with 22 per cent in 1982 (Bradshaw and O’Higgins 1984). These recent improvements in the relative incomes of retired people should not, according to some commentators, be interpreted to mean that all older people are better off (Walker 1993). The state pension declined in real value during the 1980s, after improving in earlier years. Some compensation can be found for this income loss among this demographic category as a function of the growing prevalence of occupational pensions, but many pensioners do not receive such income. By 1987, for example, 60 per cent of employed men and 35 per cent of employed women were in occupational schemes (an average overall of 49 per cent of employed people), compared with 43 per cent of men and 21 per cent of women (35 per cent overall) in 1956 (Johnson and Falkingham 1992).

Care must be taken over too readily accepting the validity of any assessment of the relative affluence or poverty of this group which can depend on the benchmark against which comparisons are made. In the case of state pensioners, for instance, such comparisons were once benchmarked against the average income position of people in full-time employment. After 1980, however, pensions were no longer linked to average earnings, but to the income position of other groups in poverty. On this basis, the position of pensioners could more easily be made to look favourable, when in real terms, state pensioners, along with other poverty groups, have become worse off (Walker 1993). Although state pensions have not increased significantly in value compared with average earnings, they have improved relative to other social security benefits, especially unemployment benefit.

Despite these caveats, there is clear evidence emerging to support the view that older people are better off. Indeed, for some older people, there has been a marked increase in wealth – giving rise to market segment concept of the ‘Woopie’, the well-off older person. As predicted by Titmuss (1955), distinct groups seem to have become well established at different ends of the income distribution, one of which is very well off, and the other much less so. This difference in income reflects income inequalities among different sections of the grey market, and particularly that section aged over the statutory retirement age. Underlying this growing inequality is the differential rate of increases in the various components of older people’s incomes. For example, social security benefits rose by just 14 per cent in real terms between 1979 and 1988, compared with a 99 per cent increase for occupational pensions.

Occupational status not only determines salary level during working life, which itself can affect the capacity of the individual to save and accumulate wealth over time, which may then be enjoyed in later life, but may also affect the kind of pensionable income received once the individual enters retirement. Individuals who are dependent primarily on state benefits may have experienced some improvement in income over the years, but remain fixed at a low income level. Those whose working lives have afforded them opportunities to enter private welfare schemes in the form of occupational pensions may experience a standard of living which does not depart significantly from that they enjoyed while still working. Around half of the retired population in Britain today enjoy the benefits of occupational pensions. This index-related benefit means a secure income for life designed to keep pace with inflation and largely sustain the post-deductions income level enjoyed by the individual while in full-time employment. When coupled with reduced living expenses, this may leave even the retired person almost as well off as when they were working, and with more time to enjoy their disposable income.



Marketing opportunities

The extent of new market opportunities will depend not just on the numbers of people involved, but on the resources of this older population. There are various indicators which point to a grey population of increased affluence in the years ahead. If resources are defined in terms of income and wealth, free time, and good health, then it seems likely that the over-50s will witness an expansion in all three resource areas in the 1990s and beyond, continuing trends that are well established.

Taking income and wealth first, in Britain as in other European countries and North America, there has, in the last decade, been an upward shift in the age distribution of economic power. On almost any economic measure available, the young, particularly young people with families, have faced a deterioration in economic prospects through the 1980s; while the old have experienced an improvement. In all West European countries, the proportion of pensioners living in poverty has declined since the late 1970s, while the proportion of families with children living in poverty has increased.

For some years, in the United Kingdom, it has been generally acknowledged that the older population are better off than they have been before. The 1985 green paper on social security reform which first proposed the abolition of SERPS (Stated Earnings-Related Pension Scheme) as a result of fear of its rising cost due to the ageing of the population, also concluded that ‘many pensioners are now as well off as workers with families’ (DHSS 1985: 11).

The image of later life is changing, with many more of those individuals of retirement age enjoying a certain degree of affluence. People are retiring with higher incomes, large occupational pensions and, more than ever before, are likely to own assets in the form of their own home. The growth in services aimed specifically at older people such as package holidays, financial services, and private sheltered housing developments, are taken as indicative of the greater purchasing power and, therefore, affluence of older people.

It was noted in Social Trends in the mid-1980s that pensioners’ share of the total personal disposable income in Britain had risen from 7 per cent in 1951 to 15 per cent in 1984/85, while the retired population had increased from 13.5 per cent to 18 per cent of the total population over the same period (Central Statistical Office 1986). This improvement was explained in terms of a rise in the real value of the state pension and a relative improvement in the position of a retired person’s disposable income, which stood at around 70 per cent of a non-retired person’s in 1985/86 compared with about 40 per cent in 1951.

This does not mean that all older people are high spenders and they are certainly not a homogeneous population. Pensioners over 75 are still poor relations to the working population, but pensioners aged 65 to 75 in Britain now have a per capita income slightly above the national average, and those aged 50 to 64 have a per capita income 20 per cent higher than the national average. This is particularly significant in Britain because it is the 50 to 60 age-group that will experience the greatest expansion in size in the 1990s; and this will make marketing to people in their 50s much more lucrative in Britain than in Italy or Germany, where this age-group will be stagnant or declining in size over the next decade.

These income improvements of older people are likely to be maintained or improved on in years to come, because an increasing proportion of their income is derived from occupational pensions: both the coverage of occupational pensions, and the value of pension payments, are rising for each generation of newly-retired people. Older people are also the major asset-holders in modern societies, so they have been direct beneficiaries of the high real interest rates earned on savings in recent years, and the large capital gains seen in the equities market.

Many older people have also enjoyed enormous capital gains on their houses; two-thirds of people aged 50 to 60 in Britain and over half of those over 65 now own their own property, and of these almost all owner-occupiers over 65, and over half those aged 50 to 65 own their property outright. No other age-group has so much net wealth. In addition to their own wealth, income-rich and asset-rich people in their 50s are also the recipients of substantial windfall gains. Just as they have paid off their mortgage and freed themselves of financial responsibility for their children, they are likely to inherit from their parents – the average age of inheritance is around 55 these days.

As well as having larger financial resources, more of the grey population now enjoy the resource of free time. People over pension age, almost by definition, have an abundance of free time, but increasingly this is the case for people in their 50s as well, and this is largely a matter of choice. During the mid-1970s, nine out of ten men aged 55 to 64 in Britain were in some form of employment, but by the beginning of the 1990s this figure had fallen to little over five out of ten. Similar trends in the labour force participation of older men have become apparent in all the countries of Western Europe and North America; although it is clear that some of these people have been pushed out of employment because of personal ill-health or macro-economic downturns, in many cases early retirement has been a response to the high levels of net wealth owned by this age-group.

The consequences of this are both clear and striking, A person who opts for early retirement at some time in their 50s with a generous occupational pension, substantial savings and a house that is owned outright, will experience as many years of well-financed, healthy retirement as their grandchildren will spend in full-time education.

The expectations of older people are changing. Age-groups comprise different generations of people passing through them. These different generations come equipped with different values and outlooks. There are different expectations of what old age means. For many people currently over the age of 70 or 75, retirement never held out particularly bright prospects because they entered retirement relatively poor, with few assets or pension rights, and consumption patterns tailored to many decades of tight budgeting. People now entering their 50s have enjoyed substantial economic growth, and generally have accumulated sufficient assets over their life cycle to allow them to pursue an active consumption path. They are not going to want to scale down their expectations as they enter their 60s and nor, given their financial resources, will they have to.



Defining the Older Consumer

On the evidence presented in this chapter, it is clear that older consumers these days represent a market segment with enough significance in terms of their purchasing power that it should not be ignored by marketers. The reasons for this emergent market segment are manifold. Older people are not, as a rule, spending money to the same extent as younger people on raising children, acquiring and establishing homes, or consuming considerable amounts of foodstuffs. They may have smaller incomes, but for many there is a larger percentage of discretionary income than ever before.
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