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Preface and Introduction

In the developed countries, the dominant factor in the next society will be something to

which most people are only beginning to pay attention: the rapid growth in the older

population and the rapid shrinking of the younger generation.

Peter F. Drucker

In 2008 we presented the first edition of this book. Since then, the issue of

demographic change and the aging phenomenon have raised the attention of more

and more scholars, business leaders, and politicians in many parts of the world. We

strongly believe that aging is one of the decisive mega-trends, and societies all over

the world will have to tackle aging and shrinking populations along with the related

challenges.

Globally, the number of persons aged 60 or over is expected almost to triple,

increasing from 737 million in 2009 to 2 billion by 2050. In the more developed

regions, 21% of the population is already aged 60 years or over and that proportion is

projected to reach 33% in 2050. As a matter of fact, in developed countries as a

whole, the number of older persons has already surpassed the number of children

(persons under age 15), and by 2050 the number of older persons in developed

countries will be more than twice the number of children. But this trend is not

restricted to the developed world. In developing countries as a whole, even though

just 8% of the population is today aged 60 years or over, that proportion will more

than double by 2050, reaching 20% that year. Visualizing the demographic change in

terms of population aging and shrinking helps in grasping these massive figures.

Figure 1 shows the percentage of people 65 years and older in relation to the total

population for a number of selected countries. This percentage can be seen as a good

proxy for the aging of these populations. Figure 2 shows the growth or shrinkage

respectively of the populations in selected countries between 2005 and 2050.

We assume these unprecedented trends to heavily affect societies, companies,

and politics. We further expect this development to be relevant for industrialized

nations as well as for certain emerging economies. Against this backdrop, it is

all the more surprising to see that research on the implications of the demographic

change on societies, industries, and companies is still in its infancy. Most

accounts of the so-called demographic “problem” deal, as the term already sug-

gests, with the challenges and threats of the demographic development. These

discussions feature, for example, the shrinking workforce, welfare effects, social
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conflicts, etc. At the same time, chances and opportunities are often neglected.

The emergence of new markets, the potential for innovations, the integration of

older people into jobs and work places, the joy of active aging, and their varied
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roles within society are just a few examples of how what at first sight appears to be

a crisis could be turned into an opportunity. All in all, countries and industries are

reacting very differently – from still neglecting to proactively looking for and

developing solutions.

One particularly essential implication of the demographic shift is the emergence

and constant growth of the “graying market” or “silver market,” the market segment

more or less broadly defined as those people aged 50 or 55 and older. Increasing in

number and share of the total population while at the same time being relatively

well-off, this market segment can be seen as very attractive and promising, although

still very underdeveloped in terms of product and service offerings. Note that this is

true for the B2C as well as the B2B sector, as the workforce of organizations is also

aging. This means that machines and tools, etc. also need to be adapted to fit the

needs of an aging workforce.

Given the importance and the vast implications of demographic change for the

business world, it is surprising to see how little academic research in the field of

business and management studies has been conducted so far. Academia is only

slowly taking up this challenge. In particular, empirically grounded work is missing.

We need to know how companies and whole industries are coping with demographic

change. We need to know what the needs of aging/aged people are compared to other

age groups, and we need to look for practical solutions to their needs. There is also a

lack of concepts, processes, and practical solutions in various fields and functions of

management: How to segment and approach the silver market? How to adapt product

development, design, and delivery of value to the silver market? How to grasp the

latent needs and wants of the potential silver customers?

This new edition offers a thorough and up-to-date analysis of the challenges and

opportunities in leveraging innovation, product development, and marketing for

older consumers and employees. But it is much more focused than the first edition,

and we put more emphasis on product development and design as well as marketing

activities. This second edition features a total of nine brand-new chapters, and

all remaining chapters have been carefully checked and updated where necessary.

The authors are leading experts with backgrounds in various fields and disciplines,

and are engaged in leading-edge academic scholarship or business practice or

even both.

We still want to reach a rather broad target audience and offer helpful guidance

for decision-makers, managers responsible for innovation, technology and R&D,

marketing managers, strategic management (including CEOs, governmental and

political decision-makers), but also interested scholars, teachers, and students.

We strongly believe in the relevance of the topic, and hope that this work

helps to stimulate the development of innovation on different levels (product,

services, and social). We further want to bridge between disciplines, such as the

social sciences, engineering, health care/medical etc., and to foster networking

among these, favoring the creation of valuable silver market solutions.

This is an edited volume, and without the positive response and active (writing)

support of all the contributing authors it would never have been thinkable, nor

possible. We therefore want to express our gratitude and thanks here to all authors.

Preface and Introduction vii



Further, we would like to thank our publisher Springer, and specifically Dr. Martina

Bihn and her colleagues, for accepting and realizing this ambitious project.

Structure of the Book: Overview

This book is structured into three parts. In the first section, Part I (Innovation,

Design and Product Development for the Silver Market) authors present their

concepts and processes for successfully approaching the silver market, leading to

innovative solutions in the form of new products and services that better fulfill the

specific needs and desires of this target market. The authors clearly demonstrate

that an important element of these approaches is to carefully assess the needs of

older consumers and empathize with them, to ensure adequate and early integration

of representatives of this market (customers and users) into product and service

development, and to design solutions that truly correspond to their needs and

desires.

Part II (Marketing for the Silver Market) of this book addresses marketing-

related issues in connection with serving the silver market. Authors in this section

look at pricing, distribution, and promoting and positioning issues, as well as

segmentation approaches corresponding to silver markets. They discuss the appli-

cability of classical marketing-mix-related activities in combination with silver

markets, and present innovative approaches in employing these within this specific

context.

The final section of the book, Part III (Industry Challenges and Solutions)

presents a series of concrete examples or solutions (innovative products and ser-

vices for the silver market) from various industries and countries.

Structure of the Book: Detailed Overview

Part I: Innovation, Design and Product Development
for the Silver Market

The first part of our book includes ten chapters. The first chapter in this section by

Florian Kohlbacher, Cornelius Herstatt and Tim Schweisfurth (Product Develop-

ment for the Silver Market) can be seen as an introduction to this section. The

accelerated aging of many populations and the demographic shift are expected to

have major implications for innovation management and new product development

across all industries. One major challenge lies in the assessment and understanding

of the needs of the silver market, since chronological age by itself is not a sufficient

segmentation criterion. A promising dimension is the need for autonomy, which

increases with age and which is correlated to social isolation and other individual
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drawbacks. Thus, focusing on autonomy as a guideline to develop products and

services that support people in maintaining or regaining their independence is a

viable approach to developing innovation for the silver market, hence “silver

products.” In this chapter, the authors present four cases from different industry

settings where silver products were developed that help users to sustain or regain

autonomy in combination with different functions (e.g., hearing, continence,

vision). They present different approaches to technological and functional com-

plexity and newness in these innovation projects, and depict related approaches to

marketing and market research.

The second chapter in this section (Silver Age Innovators: A New Approach to

Old Users) by Britt Östlund is about user-driven innovation. When designing innova-

tions for the silver age, it is not sufficient only to discover old people’s needs.

In addition, one also has to discover the new roles of old people as consumers,

citizens and innovators. Since this is a group that until recently has been given few

opportunities to make its voice heard, there is a requirement for methods that identify

their needs and demands. More importantly, we need to study and use methods that

reveal the sources of innovation behind their expressed problems and lifelong habits

as users of technology. Three attempts to identify old people’s needs and demands by

involving them in the design process are presented, drawn from design projects

implemented in Sweden from 2005 to 2009. One project explores how the furniture

market can be opened to new segments of older consumers. Another project concerns

the development of services. The third project links older people’s lifelong habit of

looking at the TV to the development of communication via the television medium.

The results were analyzed from two points of view: How do we recognize a need that

can be explored in design? When discovered, how do we know that this is a

worthwhile need to explore? The first attempt shows that older people can present

needs as active users with expressed and specific demands; the second attempt shows

that older users can have a need to support the solution to problems which are not yet

expressed and activated; and the third attempt shows them as users with latent needs

that originate from their lifelong experiences and needs to keep up with daily

routines.

Pia Helminen (Disabled Persons as Lead Users for Silver Market Customers),

looks at the key aspect of integrating customers/users into the process of developing

innovative products and services. She argues how important it is to deeply under-

stand needs of (silver-)customers when developing new products. User-centered

design provides tools for learning about the user needs in question, but studying

only the target market customers may result in constricted need data because of the

functional fixedness of these customers. The lead user approach, in contrast, aims to

learn from the lead users of a certain target group in order to find better solutions for

the needs in the target market. In this chapter, Helminen shows through a study on

mobile phones how disabled persons can be seen as lead users when developing

products for silver market customers. She also presents methods to explore the

needs and solutions that disabled users possess.

The fourth chapter in this section (Integration of the Elderly into the Design

Process), by Karin Schmidt-Ruhland and Mathias Knigge, is somewhat related to
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the work of Helminen. They argue that with demographic change looming in the

background there is an ever-greater need for products and aids for the growing

target group of elderly people. Both authors state that classical methods in product

development and design have often failed to develop attractive and helpful solu-

tions that meet the wishes and needs of this age group. They then introduce new

approaches and concepts, which have been developed in the “sentha Research

Project.” “sentha” stands for “seniorengerechte Technik im häuslichen Alltag”

(Everyday Technology for Senior Households). In this interdisciplinary research,

project designers from the Berlin University of the Arts work closely in cooperation

with the Technical Universities of Berlin and Cottbus as well as the Berlin Institute

for Social Research. The goal was to develop products and services for an increas-

ingly aging society so that seniors can maintain their independence in daily life as

long as possible. This includes the development and positioning of senior-friendly

products and services. In their projects, the focus was on specific wishes and needs

of elderly people, without limiting themselves in form and function solely to this

one target group. The article elucidates specific design approaches, methods for

integrating elderly people, and shows a selection of real-world designs.

Florian Kohlbacher and Chang Chieh Hang (Leveraging Disruptive Innovations
for the Silver Market) propose that the silver market might be an ideal field of

application for disruptive technologies and innovation, and that there are important

business opportunities in this market segment that could be leveraged through them.

This chapter builds and extends on their previous research by (a) analyzing how

changes in the external reality of the firm can create new opportunities for the

development of disruptive innovations and how R&D has to grasp and react to these

changes, and (b) analyzing the important role of disruptive innovations in aging

societies. This chapter aims to contribute to the stream of research on the front-end

question of technology creation and to the area of purposeful R&D to create

disruptive technologies. R&D should consciously match these with potential mar-

kets in order to accelerate the pace of business growth through disruptive innova-

tions, by investigating R&D efforts for disruptive innovations catering to the needs

of the emerging market segment of the so-called silver market. The chapter also

contributes to the knowledge of analyzing disruptive potential in R&D activities,

and adds to efforts to clarify the concept of disruptive innovations in general.

Finally, the authors also aim to give recommendations to practitioners such as

R&D and product managers.

Ryoko Fukuda (Gerontechnology for a Super-aged Society) argues that various

rapidly developed technologies are supporting the daily lives of younger users, but

have left older adults behind. However, in a super-aged society, technologies could

(and should) contribute to helping older adults maintain independent lives. The

chapter introduces “gerontechnology,” which means the study of technology and

aging, for the improvement of the daily functioning of the elderly. Through such

means as behavior observation, eye tracking, and the subjective evaluation of

participants in a daily situation, the difficulties older adults encounter in using

technologies are clarified, and products aimed at the elderly are designed and

produced based on the obtained data. More empirical studies are still required to

x Preface and Introduction



verify the effectivity of products aimed at the elderly. At the same time, efforts

should be made to help more people become familiar with gerontechnology.

Deana McDonagh and Dan Formosa (Designing for Everyone, One Person at a

Time) contend that products that surround us have a profound impact upon our

lives. When they empower us to complete daily tasks with ease, speed and dignity,

they contribute to our well-being and independence. When they generate negative

experiences, they can strip us of dignity and erode our independence. Many

companies confuse age with ability which can diminish the value of the final

product. This chapter discusses two techniques that address ability by adding

empathy to the design process. Real People targets specific individuals. Empathic

Modeling simulates physical challenges that designers can experience for them-

selves.

Oliver Gassmann andGerrit Reepmeyer (Universal Design – Innovations for All
Ages), strongly argue for a product design that bridges between the needs of

different age groups. In their view, demographics require companies to abandon

the concept of solely targeting young customers. They need to create new products

that are attractive to both younger and older customers. For both authors the key to

success is Universal Design. Products that follow the principles of Universal Design

do not separate but integrate customer groups, and they substantially increase a

company’s target markets. This chapter not only highlights the economic potential

of Universal Design, it also shows how Universal Design can be implemented

within any corporation. A successful implementation makes it necessary to (1)

define a suitable Universal Design strategy, (2) establish adequate processes

within the firm, (3) design the products correctly, and (4) market the products

appropriately to customers. The chapter concludes by illustrating attractive areas

for universally designed innovations.

James J. Pirkl writes his chapter on the design of living, or what he calls

transgenerational housing (Transgenerational Design: A Heart Transplant for Hous-

ing). Responding to his past research and the realities of the aging process, the

author describes why and how he designed and built the first fully accessible house

aiming directly at baby-boomers and beyond. His project offers a vehicle for

broadening consumer awareness of, and increasing the demand for, “transgenera-

tional” housing and household products. This uniquely innovative design neutra-

lizes many restrictive effects of aging, accidents, illness or chronic conditions.

It also demonstrates that attractive transgenerational houses can be designed to

promote, provide and extend independent living, remove barriers, offer wider

options, supply greater choices, and enhance the quality of life for all – the

young, the old, the able, the disabled – without penalty to any group.

The last chapter in this section of the book takes the perspective of services and

innovations in service (Service Innovation: Towards Designing New Business

Models for Aging Societies, by Patrick Reinmoeller). This author claims that the

aging of industrialized countries requires firms to fundamentally rethink their

business models. Firms active in Japan have to reconsider how to deal with

unprecedented demographic change that alters the resources available to satisfy

the shifting demand. Throughout the supply chain, aging of human talent and
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retirement requires firms to anticipate and prevent the negative effects of losing

knowledge and skills. Adjusting the supply chain, developing new products, and/or

augmenting products with services to target the silver market may offer short-term

benefits, but is not enough to sustain success. Firms need to develop and implement

new business models, leveraging service innovation to meet the needs in aging

societies. Examples of service innovations and the case study of the shared business

model innovation of Seven Eleven Japan and Yamato Transport illustrate how

companies can seize the opportunities to create and capture more value in aging

societies.

Part II: Marketing for the Silver Market

This section includes ten chapters. Gunnar Arnold and Stephanie Krancioch (Cur-

rent Strategies in the Retail Industry for Best-Agers) take a closer look at retailing

in combination with the silver market. In their view of the demographic transfor-

mation, the retail trade faces a clear challenge to reconsider existing retailing

concepts, and to better include older target groups in marketing planning. In this

chapter, the authors look first at the factor of location, one of the central success

factors in the retail trade. Next, they examine the preferences of German best-agers

for certain types of businesses, such as shops close to home in comparison with out-

of-town malls. They then proceed to discuss the effects of changed customer needs

with regard to the design of the assortments and of packaging resulting from their

decreasing physical capabilities. Finally, the authors present examples from the

daily practice of the trade, and conclude with a brief overview of foreseeable trends

in the retail trade.

Stefan Lippert (Silver Pricing: Satisfying Needs Is Not Enough – Balancing

Value Delivery and Value Extraction Is Key) presents the next piece of work. In his

view also, the silver market provides a highly lucrative opportunity for businesses

willing and able to meet the needs of Japan’s senior generation. International and

domestic players have been pursuing these new opportunities in the last few years.

Thoroughly understanding the needs of the silver generation is a key to capitalizing

on it. However, this is just one side of the value coin. A need is not the same as

demand, and demand is not the same as profitable business. To turn a profit, you

have to balance value delivery and value extraction. Value delivery is relatively

easy: it requires market research, appropriate products and services, and an effec-

tive distribution system. Value extraction is difficult: you need to set and implement

the right prices across products, regions, and channels. A marketing strategy based

solely on demographic and socioeconomic data, customer needs, and buying power

is simplistic, misleading, and in some cases dangerous. Capitalizing on the silver

market requires a systematic approach to developing and profitably selling products

and services tailored to the older generation. It takes a solid understanding of

customer requirements, value-to-customer, ability and willingness to pay, price

elasticities, and revenue and profit functions. The best way to achieve this is by
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means of a professional pricing process covering and connecting pricing strategy,

price setting, and price implementation.

The chapter “Changing Consumer Values and Behavior in Japan: Adaptation of

Keio Department Store, Shinjuku” by Nozomi Enomoto looks (again) closer at

issues concerning retailing for the silver market. Retailers in Japan now face

various changes in the business environment – including demographic change,

economic globalization, development of information technology, and changes in

consumer values and behavior. Consumer values and behavior in Japan reflect a

characteristic transition in the retail sector, in which department stores have been a

major force. The Keio Department Store Co. Ltd. in Shinjuku has been gearing its

business toward seniors since the mid-1990s. The purpose of this study is to

examine how an organization adapts to a changing business environment by

exploring Keio Department Store, Shinjuku as a case of a senior-focused retailer,

extracting factors that are important in tailoring business practices.

Lynn Sudbury and Peter Simock (Bargain Hunting Belongers and Positive

Pioneers: Key Silver Market Segments in the UK) argue that although the impor-

tance of older consumers to marketers is well-documented, there exists a relative

paucity of UK-based empirical studies into the attitudes, values, and behaviors of

these consumers. Moreover, silver consumers are often treated as a homogenous

mass. Based on an extensive survey into a range of socio-demographic, health and

physical, socio-psychological, psychographic, and behavioral variables amongst

adults aged between 50 and 79 years (n ¼ 650), their study confirms that the older

consumer market is not homogeneous. Rather, analysis of the data leads to the first

comprehensive segmentation model of the older consumer market in the UK. This

chapter profiles two of the major segments to emerge from this analysis, which

differ considerably from each other on a range of variables, including consumer

behaviors. The marketing implications for targeting these different segments are

discussed.

The next chapter in this section, “Grey Power: Developing Older Customer

Strategies” by Sue Tempest, Christopher Barnatt and Christine Coupland, explores
the increasing importance of “grey power” in the labor market and the marketplace.

To fully understand grey market potential, companies need to develop an under-

standing of individual older customers and their broader social contexts, in terms of

both their varying immediate household compositions and their intergenerational

relationships. In this chapter, the authors first challenge stereotypes and then

introduce a model of older-person segmentation. The frame of analysis is then

extended beyond the individual older customer in order to assess the range of

“future households” in which the old will increasingly play a key role when

purchasing decisions are being made. The authors provide a wealth/health segmen-

tation for firms seeking to develop older customer strategies, and supplement this

with a categorization of future households and the issues raised by intergenerational

dynamics. This is then used to challenge false assumptions about older household

compositions in the twenty-first century. In turn, this provides a segmentation of the

old as workers and as customers in a variety of social contexts, which offers some
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useful tools for companies seeking to capitalize on grey power now and into the

future.

Simone Pettigrew, with her work on “Catering to Older Consumers’ Customer

Service Needs,” discusses her observation that older consumers have distinct cus-

tomer service needs that can constitute a source of competitive advantage for

forward-thinking marketers who seek to attract this large and relatively affluent

segment. Her chapter focuses on the supermarket, financial planning, and health-

care industries to demonstrate the importance of providing personalized attention to

allow for the older person’s deteriorating physical and cognitive abilities and

shrinking social networks. In particular, emphasis is placed on the need to allow

older customers to form meaningful relationships with service staff. This strategy

has implications for the recruitment, training, and retention of staff members who

are able to demonstrate genuine concern for the welfare of the older consumer.

George Moschis and Simone Pettigrew (Business Strategies for Enhancing

Quality of Life in the Later Years) emphasize the importance of understanding

the factors that enhance well-being in later life, and suggest strategies that can be

adopted by marketers to assist consumers to achieve this objective. This emphasis

on developing strategies that enhance well-being entails a change in philosophy,

involving a more holistic approach to marketing that focuses on both profits and

enhancing consumer well-being.

Michael Prieler, Florian Kohlbacher, Shigeru Hagiwara, and Akie Arima
(Silver Advertising: Older People in Japanese TV Ads) contend that choosing

the right models and portraying them appropriately are crucial tasks in marketing

management and advertising creation. The way older television viewers feel

represented by a company has an influence on the overall company image and

purchase intentions. This chapter reports that despite a strong increase in older

people in Japanese television advertisements between 1997 and 2007, there is still

an under-representation of older people. This is especially the case for older

women. These findings are in accordance with extant research from different

parts of the world. However, our study also finds that when represented, older

models are overwhelmingly depicted in major roles. Overall, this study adds not

only a Japanese perspective, but is also the first one that compares two periods in

time. In terms of product categories the authors found finance/insurance and real

estate/housing to feature the largest number of older people. Finally, results from

a survey of Japanese consumers give further insight into the phenomenon of older

people in Japanese TV ads and how Japanese think about them. Even though the

content analysis had revealed a strong under-representation of older people, the

consumer survey shows that TV ads are not seen as showing too few older models,

and the vast majority of respondents refuted the idea that they did not want to see

older people in television advertising. Implications for advertising research and

practice are discussed.

Chuck Nyren (Advertising Agencies: The Most Calcified Part of the Process)

also looks into the issues of advertising in connection with the silver market. From

his perspective, today’s advertising industry needs a minor revolution. Talented

men and women in their 40s, 50s, and 60s must be brought into the fold if you
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want to target the silver market. This includes copywriters, graphic artists,

producers, video directors, and creative directors. If companies plan on imple-

menting a marketing strategy that includes baby-boomers as a primary, second-

ary, or tertiary market, and turn it over to only people in their 20s and 30s, they

will forfeit the natural sensibilities required to generate vital campaigns. Compa-

nies can analyze marketing fodder all day and night, read countless books about

marketing to baby-boomers, attend advertising and marketing conventions around

the world, and soak up everything all the experts have to say. However, the

bottom line is this: if the right people are not in the right jobs, what happens is

what happens in all arenas of business – failure and mediocrity. And the reverse is

true. If a company had a product or service for the late-teens and twenty-some-

things, and had walked into an advertising agency with a creative team made up of

only people in their 50s and 60s, the company would and should be very, very

worried.

The last chapter in this section (The Importance of Web 2.0 to the 50-Plus) by

Dick Stroud looks into the importance of Web 2.0 for older people. This chapter

addresses this issue, and provides suggestions on how organizations can use Web

2.0 to improve their online interactions with the older market. The chapter analyses

the differences between the historical way that web sites have been created and used

and the opportunities and dangers of using Web 2.0 technologies. Social network-

ing and web video are the two best-known applications of Web 2.0, and are

discussed in detail. The author shows that whilst both these applications are

associated with young people, they are intrinsically “age-neutral” and are equally

appropriate to older Web users. The chapter describes how social networking and

web video are likely to develop, and the resulting implications upon the channel

strategy of organizations targeting the older web user.

Part III: Industry Challenges and Solutions

Altogether we present 13 chapters here. The first, “The Business of Aging: Ten

Successful Strategies for a Diverse Market” by Hiroyuki Murata, starts with the

observation that in Japan, an increasing number of enterprises have been focusing

on developing new products and services for older adults or for the baby-boomer

generation, but actually most of them failed to do so. One reason for this is that

often their visions or approaches were too narrowly defined. Many enterprises

consider the older adult market or the boomer market as single homogeneous

icebergs. However, it seems not to be enough to say that the boomers represent a

large part of the market just by sheer numbers. Another reason is that the nature of

today’s markets is very different from those of the past. This chapter gives readers a

perspective of how to view the baby-boomer market or senior market, and gives

insights in how to successfully serve markets in this realm.

Kim Walker (The Age-Neutral Customer Journey) claims that nobody wants to

feel old as a result of choosing or using a particular product or service. For this
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reason, age-based products and positionings will have limited appeal for mature

consumers, particularly the aging baby-boomer generation. These marketing-wise,

life-experienced consumers will expect any purchase experience to be age-neutral.

This will require just about every consumer business to make subtle or even radical

changes to their product-development, marketing and after-sales approach: changes

that accommodate the relentless effects of physiological aging. This chapter

demonstrates why and how businesses and brands should become age-neutral.

Using three distinct case studies, the author introduces SilverAudit, a unique

process that measures and monitors age neutrality by applying 150 “experiences”

of the customer journey against 15 identified “effects” of aging. By making

products, services and the entire customer experience “age-neutral,” businesses

can understand, measure, and ultimately remove the barriers between their products

and services and mature customers, thereby unlocking the vast spending power of

the “senior” markets.

The next chapter looks closer at the case of Germany (The Discovery and

Development of the Silver Market in Germany). The authors Carolin Eitner,
Peter Enste, Gerhard Naegele and Verena Leve report a paradigm shift which is

emerging in Germany with regard to the silver economy, and which is resulting in

an increasing focus on the economic potential and the economic power of the

elderly. Given the much increased buying power of the elderly, and the increased

heterogeneity of consumption wishes and needs corresponding to the differentiation

of old age, as well as the empirical evidence for an age-specific change in con-

sumption requirements, it stands to reason to look for inherent impulses for

economic growth and employment by dint of new “age-sensitive” product ranges

and services, and to promote their development and expansion. Today, in fact, the

silver economy comprises products and services in very diverse and by no means

only “social” market segments and, in addition to the health economy, affects such

diverse sectors as mobility and IT. This contribution provides an insight into the

development of the silver economy in Germany and its future prospects.

Chikako Usui (Japan’s Population Aging and Silver Industries) shows that the

“aging problem” should not be viewed as an economic encumbrance. It is better

viewed in the context of the robustness of the economy. Expansion of the carrying

capacity of the active labor force, as well as active aging among older adults, will

decrease the burden on society. This chapter draws out social and cultural implica-

tions of demographic changes in the context of Japan’s transformation from a

Fordist to post-Fordist economy. The distinction shifts attention to the social

organization of technology-based service industries. The growing number of

older persons and senior households means immense business opportunities for

developing new solutions, products, and services. Older adults are potent consu-

mers, willing and economically able to maintain independent living and a high

quality of life. This chapter discusses a number of emerging silver industries,

including housing and real estate, food, pets, robotics, senior care appliances, and

the funeral market.

The perspective of India is presented by Suresh Paul Antony, P.C. Purwar,
Neelam Kinra, and Janakiraman Moorthy (India: Opportunities and Challenges of
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Demographic Transition). India is in the middle of its demographic transition. The

60-plus age group (elderly population) is projected to quadruple by 2050, while

the 0–14 age group (child population) remains stagnant. India’s population struc-

ture and distribution would then closely resemble that of nations currently with a

high aging index. The high index, as seen now in nations like Russia and the UK,

indicates that the elderly population is larger than the child population. Such

changes in the size, structure, and distribution of the population will have implica-

tions for public policy as well as business. The Government of India has launched a

slew of initiatives to meet this challenge. On the business front, many products and

services have been launched that specifically target the elderly. However, there are

many other products and services used by all age groups. These may have to be

repositioned, if the motivations of the different age groups are not similar. Both

from the angle of public policy and business, decision makers in India should

closely examine the experience of nations with a high aging index, and respond

to the challenges of demographic transition.

The chapter “Silver Markets and Business Customers: Opportunities for Indus-

trial Markets?” by Peter Mertens, Steve Russell and Ines Steinke looks at the impact

of demographic change on industrial markets and B2B. Companies can react on

many different levels. On the one hand, they can make it a business opportunity by

developing and selling products and services that support older people. On the other

hand, companies will have to cope with fewer younger workers. The authors

discuss several ways to do this (1) to prevent loss of skills from retirement, (2) to

accommodate older workers, and (3) to survive with fewer workers. These could

lead to Business-to-Business (B2B) products and services that can help companies

to solve the issues involved. The authors look at these possibilities in turn, and find

that they each lead to ideas that have one or more of the following properties (1)

they are actually Business-to-Consumer (B2C) products, (2) they are management

or organizational solutions or services, and/or (3) their benefits are not specific to

older workers but benefit all employees. Thus, the authors are led to the conclusion

that the technical products best suited for the B2Industry silver market will not be

“silver-specific” products, but products “designed for all” with an emphasis on

usability and problem solving.

Part III includes further a number of chapters discussing different industries, and

solutions within these, for the silver market automotive industry. The first of these

(Business Opportunities in Personal Transportation: Traffic Safety for Older

Adults) by Kazutaka Mitobe starts with a view on business opportunities in the

safety of personal transportation for older adults. In order to achieve traffic safety

for older adults, it is important to support the declining sense and cognitive

functions. The author discusses the process of how to reduce traffic accidents

involving pedestrians in an aged society. A first business opportunity lies in the

establishment of inspection technology. A second business opportunity would be

the establishment of training technology. A third business opportunity would lie in

the establishment of the market of assistive devices that can compensate for the

older adult’s declining sense and cognitive functions. From the human factor study

using a VR technology, the detailed situations of pedestrian traffic accidents will
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become clear. Effective assistive technology might be developed based on the risk

factor of traffic accidents.

A related piece of work is next presented by Joachim Meyer (In-Vehicle Tele-

matic Systems and the Older Driver). He starts his argument with the fact that cars

in general are rapidly changing. In addition to its traditional driving-related func-

tions, the car has become a platform for various services and devices. Some of these

are involved in the driving task and can improve its ease, comfort, and safety.

Others are unrelated to driving, and allow the driver to engage in various activities

while driving. The aging of the driving population, and the tendency of older people

in many parts of the world to continue driving for as long as possible, pose major

challenges regarding the design of such devices and their deployment in cars. Some

advantages, as well as some limitations, which these devices may have for older

drivers are pointed out. Design of future in-vehicle telematic systems will have to

consider these issues in order to provide maximum benefits for the older driver.

“The Golden Opportunity of Silver Marketing: The Case of Housing and

Financial Services,” by Kenneth Alan Grossberg, examines two areas that prom-

ise major commercial opportunities because of such a vast socio-demographic

change linked to a huge pool of liquid assets. Those areas are, firstly, catering to

the financial needs of the country’s senior citizens and, secondly, responding to

their particular preferences and requirements for housing. In Japan’s generally

sluggish market for housing and financial services, the silver market provides one

of the richest segments available, but successfully offering such services to this

population requires skill, sensitivity, and an understanding of the evolving con-

sumer mindset in Japan. In addition, the added impact of the recession of

2008 will make it even more difficult to persuade this target market to part with

their diminished personal assets, but it also opens opportunities for financial

service providers whose offerings best suit the anxieties and fears of these aging

investors.

In the next chapter, the author Mark Miller takes the perspective of the media

industry (The End of Mass Media: Aging and the US Newspaper Industry). Miller

observes that the baby-boom generation, the largest in US history, grew up with

mass media and is by far the largest constituency for newspapers, television,

and magazines. However, as audiences age and fragment, the economic founda-

tions of these traditional media are challenged. The pain is especially sharp in

the newspaper industry, giving rise to worries about the future of American

journalism.

Junichi Tomita (Material Innovation in the Japanese Silver Market) takes yet

another industry perspective. His work argues what the material innovation

process in the Japanese silver market should be like. Material suppliers are

continually attempting to contribute to an aging society through material innova-

tion. Although they are not always successful in their intentions to meet the needs

of users, they at times discover the actual needs of the users, which are slightly

different from the perceived needs. Subsequently, these suppliers work on

improving the new materials so as to meet the actual needs of users by developing

a close contact with them. The case of superabsorbent polymer (SAP), studied in
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this chapter, is a typical example of this. The author terms this material innovation

process an emergent process. The SAP “Aqualic CA” launched on the market by

Nippon Shokubai Co., Ltd., in 1983 is a raw material that facilitated the popularity

of disposable diapers in the Japanese market. It also currently holds a large share in

the American and European markets. However, it was not originally designed for

use in disposable diapers, and the process it underwent from development to

marketing was not linear. His case study describes how, after failure in its techno-

logical development and supply agreements, success was finally achieved. Further,

it indicates the effectiveness of developing evaluation technologies in the process

through an end-user oriented approach. As a result, his study should prove to

be a valuable aid in helping material suppliers understand effective innovation

management.

Another industry perspective is presented by Helinä Melkas (Effective Geron-

technology Use in Elderly Care Work: From Potholes to Innovation Opportunities).

The use of information and communication technologies (ICT), including safety

alarm technologies, is increasing. Its influence on service personnel in elderly care

has implications on the possibilities for rooting technological innovations into care

work. Human impact assessment methodologies have been employed to assess

competence related to technology use, needs for orientation to technology use,

and well-being of care personnel. Safety alarms are considered useful both for

actual care work and for the administrative part of the care organization. Care

personnel appeared not to be fully informed on the technical characteristics and

resulting organizational changes. At individual and work community levels, regular

human impact assessment of new technologies may stimulate their adoption by the

professional carers. The chapter is based on empirical research in a large research

and development project in Finland. The research focused on safety telephones and

high-tech well-being wristbands. “Potholes” lying in safety alarm systems were

identified – taking into account the technology as well as services and organiza-

tional networks. The potholes may also be looked into as sources and opportunities

for potential future innovation. Social, organizational, process, and marketing

innovations – combined with technology – are significant parts of the innovation

activity related to the aging of the population.

Finally, in their chapter “Senior Educational Programs to Compensate for Future

Student Decline in German Universities,” the German authors Doreen Schwarz,
Janine Steidelmüller and Christiane Hipp discuss the opportunities of the silver

market for (German) universities. Germany’s population is expected to fall

from about 82 million people in 2008 to, at worst, 65 million people in 2060.

Simultaneously, the average age of the population is increasing. In particular, the

coming years in East Germany will be characterized by an expected strong decline

in the number of young people and a significant increase in the number of elderly.

However, demographic change does not automatically imply negative conse-

quences but also creates room for opportunities. In this chapter, the authors explore

opportunities to enlarge the purpose of the educational silver market by an eco-

nomic component because of two developments (1) current and upcoming genera-

tions of seniors increasingly spend their spare time studying intellectual and
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cultural subjects, and (2) traditional universities will experience a shortage of

students. The authors propose incentives to include more people aged 65 and

over in educational issues, and thus to create a win–win situation for third agers

and institutions of higher education.

Lessons Learned and the Challenges and Opportunities Ahead

Concerning aging, we are talking too much about technology and not about innovation. But

what counts is not what is technically possible. What counts is what people want.

Professor Joseph F. Coughlin, Director, AgeLab, MIT

Despite the vast amount of valuable information, insights and analyses in this book,

there still remain many questions unanswered and a great deal of work to be done.

But, we did not – and could not – aim for completeness but rather for variety, and

wished to highlight the differences between distinct industries and countries. Thus,

we could only present a first fraction of the global silver market phenomenon and

some of the industries working on ways of catering for the needs of older people.

The need for further research, as well as practice, is obvious.

Lessons Learned

The lessons learned are of course legion. We won’t repeat all the lessons learned

from each individual chapter here, and it would be somewhat unfair to stress only

the lessons learned from some chapters. But one of the most crucial insights is

without doubt the fact that the silver market is by no means a homogenous market

segment, in that the so-called 50-plus market covers a wide range of different

customers and consumers with an equally wide range of values, attitudes, needs

and wants. Thus, the silver market actually consists of various different silver

markets. In a similar vein, we should not forget that marketing has, for a long

time, already gone beyond the simplistic segmentation by age and that, despite the

tremendous business potential of the 50-plus, we should resist the temptation of

merely looking at a person’s age.

The second crucial insight is that the silver market is not necessarily restricted to

the silver generation only. Or, put differently, who is silver is not determined by age

(alone), and younger consumers can also have silver hair, so to speak. This of

course refers to the powerful concepts of universal and transgenerational design as

well as ageless or age-neutral marketing. Managers and scholars alike should bear

in mind that the best products, services and solutions are often those that can be

attractive to a variety of customers regardless of their age, and that they can also

be used or consumed regardless of age and physical or mental condition. Beware of

ageism, think transgenerationally!
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Challenges Ahead

Of course, the challenges ahead are numerous. Ever more countries are affected by

demographic change. Think about China, for example. The population structure

continuously shifts from young to old due to the effects of the one-child policy, for

example. Even currently very young countries such as Vietnam and Thailand are

also aging, though the population is not going to shrink over the next decades.

However, despite the importance and the vast implications of population aging and

shrinking in many nations, we should not forget that population growth still remains

a major challenge in many developing countries. Lord Adair Turner of Ecchinswell,

Former Chairman of the UK Pensions Commission, for example argues that:

. . . across the world the biggest demographic challenge is rapid population growth in

parts of the developing world, not the manageable problems of aging in rich developed

countries. [1]

Even though this issue goes beyond the scope of this book, this fact should not be

forgotten when discussing demographic change.

Another crucial challenge derives from a combination of the financial situation

and the health condition of senior people. Especially with the (mostly affluent)

baby-boomer generation that is approaching age 60 and beyond in many

countries, the focus of most silver market strategies are the “rich and young-at-

heart” elderly, while the “poor and weak-of-limb” elderly are often neglected.

True, there are ever-more helpful gerontechnologies and assistive and supportive

devices, etc. available, but these are often costly. What happens to those who

cannot afford to pay by themselves and are at the same time not sufficiently

covered by social and welfare systems? We believe that there might be a new

silver market phenomenon on the horizon, which will even be more challenging to

governments, policy makers and corporations. The number of those older people

whose financial and health situation is not favorable might strongly increase over

the next decades. Prahalad [2] has written a book “The Fortune at the Bottom of

the Pyramid,” where he refers to those consumers at the bottom of the income and

wealth pyramid, especially those in developing countries. Kohlbacher and Hang

[3] were the first to apply this idea to the silver market, where those in need will be

those at the top of the population pyramid (while being at the bottom of the

income and wealth pyramid). They warn:

Firms should be careful not to exclude those customers at the bottom of the innovation

pyramid, not only because – as is the case with many baby boomers – the fortune at the

bottom of this pyramid is enormous, but also because of corporate social responsibility, as

they can benefit both individuals and societies with “gerontechnologies” and related

products and services [3].

Bringing the issue of (corporate) social responsibility and social innovation to

the discussion of the silver market, or bringing the silver market phenomenon onto

the agenda of the CSR and social business debate, will be an important development

for both areas.
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Opportunities Ahead

Finally, the opportunities ahead will not be less than the challenges. The baby-

boomers will continue to age and retire, and so will their children in the future. The

silver market phenomenon will not only be an opportunity for business but also an

opportunity for innovation and invention, creativity, learning, and social response

and responsibility. The lead market Japan could certainly serve as an interesting

role model, as can other countries such as the USA, Germany and the Scandinavian

nations, but also India and China.

We strongly hope that this book has contributed to this opportunity for business,

innovation and invention, creativity, learning, and social response and responsibili-

ty. We also hope that it will be a helpful tool in making sense of the silver market

phenomenon and that it will encourage an active and creative debate as well as real

action in tackling the challenges and opportunities of demographic change.

Tokyo, Japan Florian Kohlbacher

Hamburg, Germany Cornelius Herstatt

May 2010
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From the World Demographic and Ageing

(WDA) Forum

Long life expectancy is both a privilege and an achievement that is due largely to

successful economic development and improvement in public health. However, it is

also a challenge that will impact on all aspects of twenty-first century society. For

example, the consequences of improved life expectancy on demographics is illu-

strated by the fact that the number of people aged 60 and over is expected to rise

from the approximately 600 million people reported in 2000 to 1.2 billion in

2025 and 2 billion in 2050. Likewise, whereas today about two-thirds of all older

people live in the developing world, by 2025 it will be three-quarters. At the same

time, the fastest-growing population group in the developed world is the over-80s,

and because women outlive men in virtually all societies, women constitute the

majority at a ratio of 2:1.

Thus, population growth and population ageing pose great challenges to indus-

trialised and developing countries alike. As with every challenge, it is not just about

facing the problem but about seizing the chance to identify and shape the opportu-

nities that lie within. We have the right and the responsibility to define today what

effect and impact population ageing will have on our society, on our social and

political framework, on our economy and on our position within the global frame-

work. It is our task and opportunity to shape our future and to think for generations

ahead. The WDA Forum strives to identify these unique opportunities by looking at

the broad spectrum of issues so that sustainable solutions can be developed. For that

purpose, the WDA Forum has created an international, interdisciplinary, intergen-

erational and permanent platform for demographic and generational issues – a

forum designed to facilitate the analysis, discussion and exchange of ideas.

We believe that addressing this challenge requires serious effort and coopera-

tion, not only from the public sector but from all stakeholders. Yet, the action plans

and programmes initiated to date, the most prominent being the 1982 First World

Assembly on Ageing (Vienna, Austria), and the 2002 Second World Assembly on

Ageing (Madrid, Spain), point to few correlations between facing this challenge

and global political agendas. Rather, we are still far from an actual global coordi-

nation of the multiple initiatives and projects suggested locally, let alone adequate

institutionalisation to deal with the challenge.

Moreover, whereas the international debate is important in raising awareness,

it is also vital to realise that all people are highly affected by this change on both an
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individual and a collective level. As the challenges are multiple, so must the

responses be manifold, because every human being will deal with the situation in

his or her own individual way. Thus, it is important to acknowledge that ageing is

not disconnected from social integration, gender progression, and financial and

economic stability or poverty.

As a result, modern societies, with their complex social security systems and

social infrastructure, will be confronted with effects that are not easily estimated,

let alone absorbed. However, individuals too will have to face the consequences of

an unexpectedly extended lifespan, and will have to adapt their life course in terms

of career, family and financial planning. These challenges will be of particular

concern to the so-called Baby Boomers, those individuals born between 1946 and

1964, who will make up a large portion of those over 60 by 2030.

These boomers do and always have innovated and redefined trends and values,

challenging the standards and practises of pre-modern society through their politi-

cal, social or economic views. Indeed, they founded social modernism through their

legendary “anti-war” and “free love” movements in the 1960s, reinvented profes-

sional careers by aiming for the professional integration of women, and redefined

social concepts like family life and active ageing.

Today, the boomers continue to “do it their way” and forge new ground as they

go. Thus, because of the high population percentage their group represents, they are

challenging today’s notion of retirement and, even more, today’s perception of

“being old”. Never before have retirees been so well-educated, so healthy, and so

active. Most importantly, this generation grew up comfortable with a consumption-

based lifestyle of which they still, because of their high purchasing power, are a

main pillar. Thus, whereas earlier generations would refrain in old age from

spending their hard-earned money, today’s retirees are active: travelling, serving

in Senior Expert Service (SES), renovating their houses or even buying high-end

cars. Consequently, it comes as no surprise that the average age of a Porsche buyer

is said to be 58.

As a result, being above 60 no longer means looking, behaving and acting like a

grandfather or grandmother. Rather, instead of simply adapting their services and

products to this newly discovered consumer group, multiple commercial services

and industries are creating and redefining “age” as sexy, inventing euphemisms for

“old” and making it easy for the older consumer to identify with the “young old”.

Much of this change in mindset manifests among the “Woopies” (well-off old

people) or “Best Agers”. Above all, this phenomenon reflects a change in the

perception of what it means to be old today.

Nevertheless, today’s and tomorrow’s retirees are more than just the 1968

generation. They are selective consumers with several decades of consumer expe-

rience: not only do they know what they want, what quality they strive for and what

price they are willing to pay, but most importantly, they can afford to be selective.

These trends are particularly reflected in housing and banking for the elderly, but

are apparent in many areas.

Despite these changes, and no matter how great the opportunities for new

markets, it is imperative that the international community responds to the
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extraordinary variability in opportunities and challenges. Specifically, we must

recognise the limits as well as the benefits of ageing societies by offering our

older citizens the opportunity to contribute in a meaningful way.

Thus, we must start thinking of what can be, and learn to cooperate to achieve

what should be: a meaningful and peaceful community of all generations. Or, as

Nitin Desai, Special Advisor to the Secretary-General, United Nations, stated in the

foreword to the World Ageing Situation 2000: “We are all constituents of an ageing
society, rural and city dwellers, public and private sector identities, families and
individuals, old and young alike. It is crucial that societies adjust to this human
paradigm as record numbers of people live into very old age, if we are to move
towards a society for all ages. [Let us]. . .continue the dialogue and build on
partnerships that can bring us closer to a society that weaves all ages into the
larger human community in which we thrive”.

Alfonso Sousa-Poza, Secretary of the Foundation, WDA Forum & Professor of
Economics, University of Hohenheim, Germany
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Chapter 1

Product Development for the Silver Market

Florian Kohlbacher, Cornelius Herstatt, and Tim Schweisfurth

Abstract The accelerated aging of many populations and the demographic shift are

expected to have major implications for innovation management and new product

development across all industries. One major challenge lies in the assessment and

understanding of the needs of the silver market, since chronological age by itself is

not a sufficient segmentation criterion. A promising dimension is the need for

autonomy, which increases with age and which is correlated to social isolation

and other individual drawbacks. Thus, focusing on autonomy as a guideline for

developing products and services that support people in maintaining or regaining

their independence is a viable approach to developing innovation for the silver

market, hence “silver products.” In this chapter, we present four cases from

different industry settings where silver products were developed that help users to

sustain or regain autonomy in combination with different functions (e.g., hearing,

continence, vision). We present different approaches to technological and func-

tional complexity and newness in these innovation projects, and depict related

approaches to marketing and market research.

Introduction

The accelerated aging of many populations and the demographic shift are expected

to have major implications for innovation management and new product develop-

ment across all industries. Products and services need to be either adapted or newly

developed to better respond to the changing needs and demands of an aging

population (cf. e.g., [1, 2]). Even though many useful practical recommendations

can be derived for product development from the work on transgenerational design

(see Chap. 9 in this book), universal design (see Chap. 8 in this book), and design

for inclusivity [3], the lack of research on innovation management, research and

development, and new product development for the aging society is surprising.

In the course of this chapter, we aim to contribute to further closing this gap. We

present concepts of how to systematically approach silver markets as a starting

F. Kohlbacher and C. Herstatt (eds.), The Silver Market Phenomenon,
DOI 10.1007/978-3-642-14338-0_1, # Springer-Verlag Berlin Heidelberg 2011

3



point to develop innovations for seniors. To underpin this, we use an explanatory

multiple case study approach, and present how firms in very different industrial

contexts have created “silver innovations.” In the cases presented, a particular need

turned out to be the starting point for developing all innovative solutions to silver

clients. We observed autonomy – the capacity of a person to freely decide and run

her own life as independent as possible – to be core, and the most important,

common denominator of all these projects.

Competing in the Silver Market

Strategies of Market Development

Aging customers represent risks as well as opportunities for companies. Both stem

from changing needs and means which accompany aging. Companies who want to

leverage the business potential of an aging clientele – the “silver market” –

consequently need to adapt their innovation-related work. This will typically affect

their market research, product development/design, and product delivery, including

service. Companies firstly need to clearly understand and define their market space,

and align their innovation strategy accordingly.

Obviously there is no one best approach, and previous research in Japan has

identified a variety of strategies for competing in the silver market [4]:

– Innovation strategies that aim at developing and marketing products and ser-

vices especially for elderly people (unique solutions)

– Innovation strategies that aim at adapting products and services especially for

the elderly (extended solutions)

– Innovation strategies that aim at developing ageless/age-neutral products and

services that offer value to elderly people while also attracting younger custo-

mers, or focus on connecting and integrating different generations (universal

solutions)

The benefit of these strategies corresponds with the context of the clientele and

the firm. In the following, we focus on developing unique and extended solutions

for silver customers. Figure 1.1 relates these strategies to each other in combination

with age.

The Need for Autonomy

Serving the “Silver Market” as a whole seems to be economically infeasible for

many reasons. Therefore, companies innovating products and services for seniors,

need first to segment this market and then to identify the most attractive business

opportunities based on solid market research. Such an approach seems necessary

4 F. Kohlbacher et al.



and effective, since the opposite, unfocussed approach – considering the whole

silver market, i.e., all 50+ people – will not lead to differentiated product/service

offerings corresponding to age-specific needs. Why? Aging is a multidimensional

process (e.g., [5, 6]), and chronological age by itself is not a sufficient segmentation

variable. Customer needs diverge with age, leading to highly heterogeneous dis-

tributions of consumer preferences (e.g., [7]). For this reason, looking for the one

distinct variable that differentiates all people above the age of 49, for example, from

all other consumers is likely to fail.

Obviously, a promising avenue for developing unique and distinct solutions for

seniors leading to improved or new products and services is to address needs that

are related to physical and psychological aging of people and become manifest in

phenomena such as constricted viewing, loss of hearing or decline in working

memory [8]. Such physical handicaps are the domain of gerontology and related

research. Becoming dependant on others is a frequent consequence of physical and

psychological handicaps. We argue that most people would like to prevent this, and

therefore a common aspiration which human beings share is to stay autonomous

and independent throughout their life course [9]. Autonomy, which originated from

the Greek “autonoma” (auto stands for self, nomos means law), can be defined as

the capacity of a person to freely decide and run his or her own life as independently

as possible (cf. [10]).

Typically, with growing age functional capabilities of humans begin to decline,

and by this individual autonomy is reduced. These effects of normal aging are not to

be confounded with pathological effects which originate from diseases [11]. This

differentiation, however, is more of an analytical nature, since the two effects

cannot be distinguished clearly in practice, and both influence autonomy of indivi-

duals negatively [12].

The described negative side-effects of aging go hand in hand with becoming

more and more dependent, since aging people cannot perform tasks they used to do

in daily living [13]. Decreasing sensory abilities complicate the use of products,

New silver
product

Adapted silver
product

Existing product

Ageless/Ageneutral product

Focus

Universal solution

Age 50+

Extended solution

Unique solution

Fig. 1.1 Strategies of silver market development (own depiction)
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e.g., opening of bottles, reading displays; lower cognitive capabilities inhibit the

fast consumption and processing of data, e.g., comprehension of speech, using

interfaces [8].

A commonly used measure to determine individual autonomy is to scale to what

extent a certain individual can care for himself/herself in daily living. The activities

of daily living (ADL) construct includes basic functions such as eating, drinking,

getting up, etc. [14]. The instrumental ADL is extended to more complex and social

activities like preparation of food, shopping, and housekeeping [12, 15].

The concept of autonomy is closely related to successful aging, a term intro-

duced by Rowe and Kahn [11]. They claim that successful aging is not only

influenced by physiological factors, but also needs to include sociopsychological

aspects. Rowe and Khan [16] describe low probability of disease or disability, high

cognitive and physical function capacity, and active engagement with life as

antecedents to successful aging. We cannot discuss the many facets and views of

the constructs here [17], but find strong support for the argument that autonomy is a

sine qua non condition for successful aging [9].

Not all, but a major share of aging people will be affected differently by losing

their physical and cognitive possibilities. Depending on their individual constitu-

tion, values, and temperament, as well as other personal characteristics, people will

suffer differently from these emerging deficiencies. The need for maintaining or

regaining autonomy is dependent on the individual constitution, too. Consequently,

different patterns of aging on the one hand and experiencing the need for autonomy

on the other can emerge. The most likely pattern correlates with physical capability

[18], and combines decreasing autonomy with growing age (see Fig. 1.2). Auton-

omy-enhancing solutions can fill the gap between the menacing lower state of

autonomy and the preceding, original state, at least for some time. Providing

solutions to delay the loss of autonomy may also catch the attention of younger

consumers, since they exhibit higher degrees of aging anxiety and fear dependence,

Childhood

Level of
autonomy

with silver products

w/o silver products

Early
adulthood

Middle
adulthood

Late
adulthood

Fig. 1.2 Individual autonomy throughout life stages (own depiction)
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more than those who are aging already [19]. As a consequence, firms can serve

specific needs today but also build reputation and customer retention in younger

customers whose needs will materialize in the future.

From the perspective of a firm that investigates opportunities to innovate for

aging people, this observation may lead to attractive, entrepreneurial opportunities.

If, in a given market, this firm additionally does not find appropriate solutions

corresponding to unmet needs for realizing independence, this observation can

become an entry point for an innovation project [20].

In addition to the positive effects of individually satisfying the need for auto-

nomy, other positive effects may occur, including social welfare effects (cf. also

Chap. 17 in this book).

We consider autonomy to be a preference throughout all population groups that

gains growing importance with age.

In the course of this chapter, we will present case evidence from firms that focus

on products that help to maintain individual independence.

Product Design for Autonomy

To support our argument, we now present four case studies to exemplify how

companies can develop innovative solutions to help older consumers to maintain

and/or enhance their autonomy. These cases stem from very different industrial

contexts in the B2C world.

Our first case describes a recent development project in the area of tissue

strengthening implants by Johnson and Johnson Medical (Germany), where the

starting question was to what extent existing products of a certain business unit

were affected by an aging clientele. During the course of the project, the focus

moved to the field of weakening tissue structures and the resulting risk of inconti-

nence in higher age. Incontinence was confirmed already to be a severe problem for

millions of aged people, which heavily affects the autonomy of these individuals.

This was the starting point for developing a product concept that was based on the

known mesh technology and aims at tightening the ureter when pressure in the

abdominal area increases.

The second case describes development work by Emporia (Austria) in connec-

tion with communication devices for aged people. Over a number of years, Emporia

has been developing mobile phones for senior users. As seniors are often not used to

the fancy design and complicated menu navigation, they are dependent on the help

of others in order to use a mobile phone. Emporia has early recognized this need and

develops solutions with highly usable design and flattened functionalities adapted

to the physical and mental capabilities of aged people. To deliver these function-

alities, Emporia´s R&D heavily interacts with typical users, testing each develop-

ment step with silver customers.

The third case describes the development of an age-friendly notebook by a

leading consumer electronics firm in Japan, Fujitsu. The “Raku Raku notebook”

1 Product Development for the Silver Market 7



(raku ¼ easy) is a PC for silver customers developed by Fujitsu. It draws from the

product concept of the “Raku Raku Phone,” which was a huge success in Japan and

won seniors with easy-to-use interface and less complex functions. In November

2008, Fujitsu came out with the “Raku Raku PC,” targeted at silver beginners. Two

models are available, a desktop and a laptop version. Both are equipped with an

easy-to-use keyboard, mouse and menu using touch-screen technology, so that

older people using a PC for the first time can easily understand it. The letters and

icons of the menu are 25% larger than on the usual ones. The most often used and

vowel keys are marked by colors and function keys such as the space key have the

Japanese function written on them. When turning the Raku Raku PC on, the menu

shows the most important programs such as e-mail or internet. In addition, Fujitsu

offers a home installation service and the Raku Raku PC Help Line, a customer

support, which is free for the first year of product usage.

Our fourth and last case presented here, is the Robot Suit HAL (Hybrid Assistive

Limb), which has been developed by University of Tsukuba Professor Sankai. This

device helps handicapped and elderly people to move their limbs as well as workers

to carry heavy weights by wearing a “cyborg” type robotic suit. HAL enhances and

strengthens the limb motion of human bodies by detecting the weak bioelectrical

signal through the body from the brain which generates the nerve signal to control

the musculoskeletal system. The system of HAL captures nerve signals via moto-

neuron through a sensor attached on the skin of the wearer. Based on the signals

obtained, the power unit is controlled to move the joint in sync with the wearer’s

muscle movement, enabling to support the wearer’s daily activities. The product

was launched onto the market in 2009 by the university spin-off Cyberdyne

Corporation, with seed money from a major Japanese corporation, Daiwa House.

Comparing the four cases presented here, we find both common factors and

differences in terms of the technological as well as the marketing approach.

On the technological side, one has to differentiate between technology and

functionality and their corresponding complexities. Whereas “a function is an

attribute to the product, substantive technology is the knowledge by which the

product is created” [21]. In our cases, the degree of technological newness included

to provide solutions can be regarded as varying from relatively low-tech to high-

tech. One example draws on technologies that are well-understood and have been

implemented before in combination with other products (J&J); others include new

technologies which have been developed partly for other applications first (Emporia

and Fujitsu) and then transferred. In one case, the technology has been proprietarily

developed for silver solutions (i.e., the Hal-suit).

Furthermore we observe that in addition to the different levels of technological

newness and complexity, the product offerings also differ in the functional complexity

they exhibit from the perspective of the user. In some cases this functional complexity

is lower than in comparable products offered to the “mainstream market,” due to

fewer usage options being provided (Emporia and Fujitsu). In one case (Hal-suit),

totally new functions are being offered, which have never been combined in a product

before. Again, in another case functionality remains unaltered, but is being offered to a

new target clientele corresponding to their needs (J&J).

8 F. Kohlbacher et al.



When companies develop totally new and complex technologies as the core of

their autonomy supporting solutions or silver products, it seems mandatory to

provide usage functions with a minimum of complexity for the user. This is, for

example, one of the major challenges for the Hal-suit project: To deliver a user-

friendly product despite the high technical complexity.

Transferring from either known or new technologies, our case companies needed

to build up specific capabilities with regard to either technology or market or both.

In order to understand the market, close interaction with potential users of their

products in an appropriate and empathic way is needed. By appropriate we mean

that the companies had to choose the best available approach to best understand the

needs of their target clientele, by either talking, interviewing, observing or combin-

ing all approaches in different environments (e.g., customer clinics).

Looking only at the four cases here already shows the magnitude of approaches

to delivering useful solutions to the silver market. Creating silver products, like any

other solutions for clients, asks for a high degree of empathy and the willingness to

devote substantial resources to understand the specific customer situation. Table 1.1

summarizes the most important findings from the case studies.

With regard to market research as a first, essential activity in new product

development, all projects were based on a common ground: it is important to

empathize with silver customers (cf. [3, 22]), who are on the verge of losing their

autonomy, and take their (latent) needs into consideration. However, we found

differences in the cases in terms of the approach towards market research method-

ology. If minor cognitive or psychological restrictions are the reasons for decreas-

ing autonomy, direct qualitative market research such as interviewing the silver

customer is still possible and promising; with lowered mental and sensual abilities,

ethnography and observation in real-world situations are more promising, because

the observer will gain a deeper understanding of the use context, and this knowl-

edge could very likely not be explained by the persons in focus. If physical

constraints affect the independence of silver customers, indirect techniques such

as using an age simulation suit (cf. [23]) or integrating medical experts may be an

alternative to more complex, direct methods. However, these decisions are not

either–or choices, and each approach should be complemented by other methods for

validation (multi-method approach). Especially in the case of medical innovation,

a combination of methods seems inevitable in order to match medical experts’ and

users’ needs.

Need-Driven Versus Age-Specific

With regard to the silver market and age-specific segmentation, it is important to

note that successful new products oriented to the needs for autonomy are not

exclusively restricted to the use of the elderly. In this respect, these products may

offer value for other consumers who are restricted in their senses, cognition, or

movement control, or prefer easy-to-use products. In these cases, an ageless

1 Product Development for the Silver Market 9



marketing strategy (cf. [24]) should be pursued. A supporting example is the Raku

Raku Phone: originally developed for older people, this cell phone with enhanced

usability and universal design features did not only appeal to older consumers. This

led to the development of new versions targeting a much broader clientele including

young and old users. Another case in point is the Robot Suit HAL, which has many

potential applications beyond the silver market. It can be used by heavy-duty

workers in factories or care givers who have to lift patients, and it can also be

employed for rehabilitation and entertainment purposes for example. Indeed, it is

actually not necessarily a senior product per se.

In the medical industry, for example, a more subtle approach has to be chosen in

combination with many products, because customers often feel high levels of

Table 1.1 Summary of cases

Case Johnson &

Johnson

Medical

Emporia Fujitsu Hal Robot Suit

Product Urogenital

implants

Cell phone PC Robot Suit

Customer

focus/

autonomy

restraining

factor

Customer has to

use

incontinence

products

such as pads

or diapers

Customer has

problems with

regular phone

menu navigation

and

comprehending

the interface

Customer has

problems with

regular PC menu

navigation and

comprehending

the interface

Customer has

problems in

moving his/

her limbs

and/or lifting

heavy

objects

Autonomy

enhancing

effect

(examples)

Customer

regains

continence

can move

freely, and

does not feel

stigmatized

Phone can be used

by the senior

directly without

help from others,

by simple

interface. In

addition, phone

allows seniors to

stay in contact

with family and

friends and avoid

isolation

Using the PC

supports older

people in staying

connected with

and using

services and

functions being

offered via

Internet. Remote

service supports

senior user when

problems occur

User can lift

heavy

objects, and

muscles are

supported

while

moving

Product

innovation

New Adapted Adapted New

Technological

newness

Existing

technology

base

transferred

Existing technology

base transferred,

combined with

partly new

technology (e.g.,

noise control)

Existing technology

base transferred

New technology

(e.g.,

sensory,

triggers, etc.)

Market

research

Netnography

patient

surveys,

medical lead

users

Focus groups Prototype testing

with users within

the target group

of clientele

User clinics

10 F. Kohlbacher et al.



stigmatization related to their specific situation and physical/mental condition.

Here, an open communication strategy seems often not possible or even counter-

productive. Therefore, firms should better communicate to opinion leaders (word-

of-mouth effects) or sponsor events first. But, even if the satisfaction of the need for

autonomy seems to be a promising strategy for companies that aim at the silver

market, the means for reaching product success depend on the reasons for the loss of

autonomy and the severity of the consumers’ condition.

We find that the need for autonomy can be seen as an overarching segmentation

criterion when it comes to the development of products aiming especially at the

silver market. Yet there are two distinct, implicational aspects of autonomy-

enhancing products. The first, direct effect is connected to the use of the product

itself: products need to be engineered in a way that they can be used independently,

i.e., without help from others. This requirement is closely connected with questions

of usability and product design. The second aspect reaches further, and is related to

a more comprehensive perspective that takes the product functions, product envi-

ronment and related services into account: products should help users to keep their

autonomy as long as possible. Products meeting this requirement enable seniors to

maintain their mobility, freedom of choice and social participation. As opposed to

the first aspect of autonomy, which helps seniors to use products independently, the

second layer supports silver customers in maintaining and sustaining their auton-

omy and living their life independently from other aiders or supporters, offering

high quality of life.

Summary and Conclusion

Aging societies and customers apparently ask companies across all industries to

respond to the expectations and demands of the changing clientele with improved or

new solutions. But looking more closely at the phenomenon and its possible

impacts from the perspective of the firm, many issues need to be resolved, e.g.,

how to segment the “Silver Market,” where to start (adapting existing solutions

versus developing new ones), how to approach and integrate customers for the

purpose of design, etc. Although many useful practical recommendations can be

derived for product development from related work on transgenerational design,

universal design, and design for inclusivity, a big gap in the areas of innovation

management, research and development and new product development for older

customers exists.

One way to approach the silver market without explicitly excluding younger

customers is to focus on autonomy, representing an important synonym for a good

life, disappearing in a more or less continuous manner over the life cycle of a

human being. Offering solutions that will allow people to maintain autonomy and to

use products and services in an autonomous manner seems to be a promising avenue

for firms in all kinds of industries. Therefore, it can be perceived as a boundary-

spanning argument and a common denominator for starting development initiatives

leading to innovations targeting the silver market.

1 Product Development for the Silver Market 11



Actual and potential applications seem to be immense, and comprise a large

variety of products and services in uncountable applications, industries and sectors.

Taking the needs and wants of older consumers seriously, and developing new

products and services that really cater to their demands, not only offers attractive

profit opportunities in a time of shrinking youth segments, but additionally benefits

older people and their consumer welfare. At the same time, it may attract the

attention of younger customers looking for functionally less complex products

and designs and in that way prepares future customers by signaling a firm’s

preparedness to respond to gradually diminishing autonomy, which seems to be

unpreventable for all of us.

In contrast to employing age or other direct age-related constructs as segmenta-

tion criteria, the need for autonomy will become relevant in each person’s life

sooner or later. Thus, it can be regarded as an important and common denominator

of divergent needs emerging with age, and serve as a guideline for silver product

development.
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Chapter 2

Silver Age Innovators: A New Approach

to Old Users

Britt Östlund

Abstract When designing innovations for the silver age, it is not sufficient to

discover old people’s needs only. In addition, one also has to discover old peoples’

new roles as consumers, citizens and innovators. Since these are people who until

recently have been given few opportunities to make their voices heard, there is a

need for methods that identify their needs and demands. More importantly, we need

to study and use methods that reveal the sources of innovations behind their

expressed problems and lifelong habits as users of technology. Three attempts to

identify old people’s needs and demands by involving them in the design process

are presented, drawn from design projects implemented in Sweden from 2005 to

2009. One project explores how the furniture market can be opened to new

segments of older consumers. Another project concerns the development of ser-

vices. The third project links older people’s lifelong habit of watching TV to the

development of communication via the television medium. The results were ana-

lyzed from two points of view: How do we recognise a need that can be explored in

design? When discovered, how do we know that this is a worthwhile need to

explore? The first attempt shows that older people can present needs as active

users with expressed and specific demands; the second attempt shows that older

users can have a need to support the solution to problems which are not yet

expressed and activated; and the third attempt shows them as users with latent

needs that originate from their lifelong experiences, and needs to keep up with daily

routines.

Introduction

This chapter deals with older people as innovators; specifically, the way older

people’s experiences are important for innovations and design in general. Many

view ageing populations as constituting a growing segment with specific needs, and

understand ageing as a process having no value for any other age group other than

their own. With the exception of the concept of “design for all” and “universal
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design” it is rare for older people to be described as resources having value to people

of all ages. Old people are defined by factors such as age, social loss, physical

impairment and technical illiteracy, and ascribed roles as patients, care receivers,

users of assistive technologies and subject to other measures, while other kinds of

experiences and competences have been neglected. Far too little attention has been

focused on older people’s capacity for innovation, and on how their life experience

can contribute to the development and redevelopment of products and technologies.

However, it is insufficient to simply talk about old people or to categorize them in

accordance with what we already assume. We need to talk with them.

I will describe three different ways to explore old people’s needs and demands,

based on how accessible they are. The conclusions are drawn from projects to

promote and develop products and services for older consumers in Sweden during

2005–2009. One of the main reasons why their experiences are of topical impor-

tance is that modern ageing presents new demands. In addition, older generations

wish to make their voices heard not only as patients or care receivers but also as

citizens and consumers. Another reason is that we actually lack sufficient knowl-

edge when developing innovations. We know enough to continue in the direction of

the arrow, but this knowledge is insufficient for creating new markets. At best,

present trajectories reinforce already existing markets and existing images of older

people.

Often, the interpretation of their preferences does not rest with the elderly

themselves, but with those who exercise care for the elderly. A stereotype is that

older people are unfamiliar with or even fearful of new technologies. It is easy to

forget that their long experiences with technical change and technological develop-

ment make them the most experienced technology users in society today. While

they may not know about the very latest innovations, they definitely have lived with

and experienced many innovations that they have had to consider and make

decisions about [1]. There is a gap between what we think they want on one

hand, and what they actually ask for or how they want to be treated on the other.

Consequently, innovations for the silver age will require a different approach than

simply projecting the needs of older persons. Rather, silver age innovations must be

based on discovering how older persons function in their new roles as consumers,

citizens and innovators.

Old People and Innovations

By “innovations” I mean new ways of doing things in methods, products or

services. When something innovative is fairly defined, the design process takes

off. This chapter deals with both the innovation process and the design process.

Usually old people, as well as people in general, have been allowed to step in at

certain stages predefined by engineers, designers or researchers. A design process

can consist of three stages: preparatory work with an analysis of a problem; second,

synthesis and visualization creating a prototype which is tested and modified; and
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third, evaluation with follow-up of the results. Most often, the second phase is

where users get the chance to influence the process by being test persons. It is well-

known that users in general can be a significant source of innovation [2, 3]. When it

comes to old people’s role in the design process, unfortunately that is not the case.

What then is the point in letting them contribute more substantially?

The value of integrating life-experienced people into the design process is that

their experiences, needs, and knowledge of them correspond to the demands put on

successful innovation and design processes. According to innovation researchers

such as Michael Porter, successful innovation processes are characterized by

customers or users who present intractable problems, have high requirements,

offer resistance, but still have the patience to stay on [4]. This is exactly what

older people can contribute, as they are life-experienced, pragmatic and trustwor-

thy. A growing selection of creative examples can be found such as the experience

automat developed in Japan in cooperation between designers at Kyushu University

and the company RICOH. The automat is used to find relevant experiences among

recently retired colleagues when the company establishes new plants. A younger

colleague involved in plant design should always accompany an older colleague.

When the ageing and design programme became a priority at the Institution for

Design Sciences at Lund University in Sweden 2004, the main aim was to under-

stand the expectations of today’s older generations, and develop methods that

avoided stereotypes. The cooperation with companies and public health care orga-

nizations made it possible to apply our results, and contribute to the development of

products and services.

When the outcome and implementation process was analyzed, we were able to

observe different stages of awareness among the users and the possibility of

supporting older persons’ articulation of their needs and demands. To identify

these needs and demands requires different methods and a time span not usually

found in most innovation studies. Older persons have demands and needs that are

quite observable, but they can also have what I call “inactive” or “latent” needs that

can be revealed only by using specific methods. Thus, we get a third question,

namely how can they participate? What methods are available to realize the

ambition that innovations should be user-driven?

The methods used in these projects differ according to the users’ awareness of

their needs, i.e., their ability to express their demands and desires. In addition to

interviews and focus groups, it is not always possible to obtain the needs or desires

we are looking for as something independent of the individual who is the carrier.

The only way to explore these needs and desires is to involve older persons in the

innovation or design process. The concept “sticky information” suggest that it is not

always possible to separate needs from the owner, and gives a taste of how closely

the user and the knowledge of their needs can be related [5].

Another prerequisite is the fact that older people are divided into different

segments. Consequently, their needs cannot be generalized to fit the needs of all

the elderly population. They constitute a heterogeneous group, which also applies

to their demands and preferences. However, the way they are culturally defined

gives them experiences of ageing in modern society that sometimes overshadow
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their differences. Some of these experiences have a bearing on them as consumers,

such as the experience of being retired and excluded from the possibility to catch up

with technological developments, societal discrimination in general, generational

values shaped by certain events, and the experience of being the oldest [1, 6].

Users with Active Needs in the PLUS Furniture Project

The development of the Swedish wood processing and furniture industry with user-

oriented and competitive PLUS products was a project conducted between 2008

and 2010. The aim was to explore the demands of a new ageing population market

segment by testing defined PLUS values in furniture: functionality, elegance and

durability. The project was conducted by the Department of Design Sciences at

Lund University and the Engineering Department at Link€oping University in

cooperation with seven Swedish furniture producers: Lammhults, Swedese, Nelo,

Allinwood, Stolab, NC M€obler, and OH Sj€ogren. The project managers were Britt

Östlund and Elisabeth Dalholm Hornyanzsky. Thirty persons were involved,

between 57 and 87 years old. The main outcome was the identification of user

requirement specifications for the companies that could be used in meeting the

needs and demands of the new market segment of older consumers.

The purpose of the project was to respond to the apparent lack of a specific

product serving what was an obvious demand. The aim of the project was to

develop criteria for a product group of furniture serving older consumers. The

idea actually was raised by a furniture dealer who observed that he had met a

new group of consumers for whom he did not have an appropriate selection of

furniture. Earlier, the situation was that when someone came into the store to buy

furniture for the elderly, it was a person from a retirement home which would act on

older persons’ behalf. The furniture that was designed for older people was usually

functional, but not particularly attractive. It was certainly not the sort of furniture

that you wanted in your home.

Today, older individuals are coming directly into stores by themselves to

purchase furniture for their own homes. They are also known as being in the third

age, unlike those in the fourth age, who are elderly with a need for daily care [7].

When third age consumers enter furniture stores they cannot find what they are

looking for. Considering their lifelong experience with being furniture users, the

PLUS furniture project decided to provide the woodfurniture industry with criteria

that have a bearing on three aspects: functionality, elegance and durability.

Expressed Demands To Be Designed

To get the most realistic picture as possible, the researchers chose subjects who

were about to move from their present home to something smaller or to senior
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housing. The methods used to identify demands were pretty much straightforward.

Focus group interviews were followed up by individual interviews with people

already living in a kind of retirement home. In order to visualize the demands, and

make them more relevant for design and production, two visualizations took place

and some mock-ups were developed. One company also built its own prototype that

was tested at a furniture fair. Moreover, the companies were asked to pick out a

number of chairs that they assumed already had PLUS values. These chairs were

tested and commented upon by the sample of users [8, 9].

The older persons studied were identified as relevant users because they were on

their way to change their furniture at home and identified what they were actually

looking for to be a problem. The results from this project are now being followed up

by the companies, who will integrate the PLUS criteria into their designs for new

products or into the development of already existing products.

The results of these studies have led to an understanding of how users experience

potential PLUS values in chairs – functionality, elegance and durability. These

values are supposed to work as leading demands coming from a new segment in the

market, and help companies to formulate their own more specific description

characteristics, i.e., user requirement specifications in terms that they can use in

their continuing efforts to develop PLUS furniture.

Users with Not Yet Activated Needs Looking for Support

The project Business Solutions for Local Support in the Third Age was carried out

during the period 2005–2007. The goal of this project was to explore the needs and

demands for services among people in the third age who wanted to remain living in

their own neighborhood despite growing old. The project was established by the

Department of Design Sciences at Lund University in cooperation with the Swedish

Church, the parish of Adolf Fredrik in the city of Stockholm. The project manager

was Britt Östlund. One hundred and five persons 60–99 years old were involved in

interviews during 2005. Twenty-one women 63–88 years old participated in this

project during 2006 and 2007, which identified the need for new services for people

in the third age.

The main outcome was the development of a model revealing that existing

services mainly focus on the needs of the fourth age, and was heavily influenced

by donors’ service perspective, and the alternative characteristics of services asked

for by people in the third age.

The most challenging way to grasp old people’s needs and demands is to enable

those who have knowledge and experience not yet expressed – inactive needs. Not

that the users themselves are inactive as opposed to active; it is that their needs and

demands that are not yet activated. Like those with active needs, old persons have a

need for support for something they want to do or realize in their lives, but it is not

necessarily specified. Their needs are expressed in terms of problems rather than

as a demand for specific products or services. At the same time, they are more
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pragmatic than they were earlier in life. The challenge when taking on users with

inactive needs occurs when addressing actions to solve their problems or giving

them the tools to do that. Older persons are on the edge of articulating their

demands, and need a push to go forward.

The purpose of one project that we undertook in the city of Stockholm in the

period 2005–2008 was to develop services appropriate to retired persons belonging

to the Church of Sweden in the parish of Adolf Fredrik. It was pretty obvious to the

church board that the old people in the parish were no longer attracted to the same

activities they were one or two generations ago.

Demands To Be Realized

The project therefore needed to find out what the older people who wanted to

participate in the project actually wanted to do, and what they lacked support for;

and then it had to develop this specific support. The sample was again active people

in the third age. The method used was research circles, which is a method open to

active participation and which explicitly strives to change social practice [10].

Research circles are driven by the participants’ will to achieve something, and

includes a research interest to create both a new structure and the systematic

development of knowledge. The strong emphasis on participation is in contrast to

approaches aimed at group interventions to relieve loneliness or at training profes-

sionals to do things for older people [11]. The research circle instead involves doing

things with them.

The research circles started by giving the participants the opportunity to describe

the life they wanted to live in old age, the extent to which they wanted to increase

their capacity, and what they were prepared to do themselves to improve their

situation. The results revealed one main theme: living on my own terms – when

housing for old people does not exist or is not attractive, what can we do then? The

group decided to increase their social networks in the neighborhood in order to

continue as residents in spite of ageing. But what kind of services could be

developed from the tax-funded welfare system or from the commercial market

that the older persons in the group were not able to satisfy by themselves?

Missing Markets

The result of their investigations identified a gap between the services their older

neighbours were offered and the services they really needed. In fact, they have to

live with the fact that they are categorized according to obsolete stereotypes of

ageing, and have to cope with meeting their own demands by combining different

solutions such as municipally-financed home help service, the private sector, the

black market and assistance coming from relatives and friends. They realized that it
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was not the old people’s needs, but rather the service provider’s priorities that

governed the supply of help they could receive. Moreover, they concluded that the

services available today primarily address people with fourth age needs who chiefly

require help with household chores, not with services in general.

The type of service requested can be explained in terms of time and competence,

not focusing on action but on time. Services for older people, for example in the

form of help in the household, are usually packaged for any form of action involved.

This segment asked for the possibility to buy time and use it optionally. One reason

is that they often do not want to hand over the entire execution to someone else but

be involved themselves. One example is the need to be helped to carry down the

laundry to the laundry room, but to sort the laundry and choose the laundry

programme themselves. The results also suggest the need for the public care sector

to re-evaluate what they actually supply and better assess changes in demand. In

addition, today people in the third age do not accept being passive recipients of

services. They are ready to self-organize until they enter the fourth age.

To conclude, the research circles are, in spite of them being time-consuming, a

way to discover hidden demands and to activate consumers. The worthwhile

discovery in this project concerns services. Society provides services mainly built

around the needs we have in the fourth age, and is heavily influenced by donors’

service perspective. The third agers’ demand for services is characterized by the

need for continued independence and to be allowed to choose what they want help

with. They are more pragmatic and more comfortable than before, and happy to let

things go which in the past they took great pride in doing. In the third age, the user

of a service wants to be the same person who decides about how that service is

delivered, and to pay the service providers delivering the service or technical

support systems. In the fourth age, the decisions and payment provision are often

handed over to someone else to take care of.

Users with Latent Needs

The project: New Networks for Modern Ageing ran through 2008 and 2009 with the

aim of supporting social networks for older people through interactive communi-

cation via their own TV through the use of mobile radio networks. The project was a

joint adventure between Inview Inc. and the Department of Design Sciences at

Lund University, where the new possibilities for technological convergence inter-

acted with 10 years of research about old people’s TV viewing.

The project took into consideration both the changing requirements of participa-

tion among the elderly, and the technological developments that now make it

possible to develop interactive TV. Thirteen persons between 54 and 82 years old

tested the prototype “ippi” at home, and contributed to the design process and the

demarcation of future consumers. The result consists of a modified and improved

product and knowledge of the usefulness of ippi problems for the owners, and the

target group among the elderly that should be best helped by ippi. The result
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indicated a general benefit to those who watch much television as well as those who

combine ippi with the Internet and mobile telephony.

Innovation should focus on the old as well as the new. Lifelong habits are often

not regarded as being innovative because the development of products and services

for old consumers most often emphasizes novelties and revolutionary technologies.

There is a window of opportunity to search for evolutionary innovations, however,

based on learning from existing habits, including the use of technology deeply

rooted in everyday routines. Many needs that can shape technology which were

previously undisclosed can be recognized when users are granted priority in inter-

preting and defining their needs and can be more actively involved in defining them.

A key element in this discovery process depends on a competence to identify

patterns in daily life. These patterns consist of many years of well-established

and integrated habits and routines. The fact is that research about the use of

technology in everyday life teaches us very clearly that lifelong habits affect the

way we approach new technologies. Not least, technologies are part of the consti-

tution of everyday life, and as such are embedded into social relations and into

experiences of safety and familiarity.

In one of the projects, old people’s lifelong habit of TV viewing was discovered

as a source for innovations. Statistics show that old people watch TV to a greater

extent than any other age group, and that TV viewing in the fourth age tends to be

more individualized compared to earlier in life [12–14]. As such, TV viewing

makes a significant contribution to the capacity to cope with disengagement in

old age, and can be used as a way to promote communication and wellbeing [15].

Considering the extensive TV viewing among older people and TV viewing as a

lifelong habit, why take a detour by relying only on mobile phones or the Internet to

offer older people the opportunity to communicate more effectively? Why not build

directly on everyday use of TV?

Evolutionary Innovations

Well, one company actually made use of TV as a more interactive communication

opportunity. They developed a patent which allows the possibility of communica-

tion between a mobile telephone and a TV, or between the Internet and a TV. The

name of the solution is ippi. With the help of a remote control, ippi makes it

possible to communicate asynchronously by sending pictures or voice messages

to and from the TV set at home. One question was whether familiarity with the TV,

“the TV as metaphor,” could serve as a resource for promoting new technologies

and developing services for old people.

We assumed that it could, and the extent to which it could proved to be

confirmed beyond our expectations. Being able to watch the TV screen reduced

the uncertainty for the participants and facilitated the initial use of the ippi.

A simple installation required that each participant simply attach a SCART connec-

tor to the TV and plug the ippi into an outlet in the wall; this contributed even more
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to increasing the desire to try the ippi. Most likely, initial difficulties in installation

or use can quickly reduce users’ motivation. This experiment shows that the

absence of complications related to the installation of users decreased uncertainty

about the new application.

But while the TV metaphor worked for attempting and wanting to try out the

ippi, it did not contribute primarily to using the ippi on a daily basis. Rather, it was

the access to a social context or a social network that determined the extent of

usage. Consequently, the use of ippi, as in any other communication technology,

was dependent on a social context. The use of ippi was also tied to daily user

patterns that can be of use in developing innovations. Identifying such usages

depended on the competence of trained researchers in being able to identify habits

and routines, as these phenomena are fairly invisible when integrated in everyday

life, and taken for granted as a part of life. The ability to locate these patterns is also

based on the fact that technology is used and shaped in social contexts.

Three Types of Needs

A summary of these attempts to involve old people as users in design processes

points to the fact that needs can be visible, hidden and even latent. The first attempt

shows that older people can present specific demands in an active way. This needs

to be interpreted as active needs, as they create a movement forward, but without a

method of support.

As the second attempt shows, however, need can appear as problems as well as

preferences or desires, which reminds us of the fact that just because a need is not

formulated does not mean that a need does not exist. In the second attempt, older

users have a need of support when solving problems which is not yet expressed and

activated. As such, the needs are not yet activated. With appropriate support, older

users can make their voice heard, and activate their needs to create innovative

approaches and open new markets. This approach might be even more important

considering the fact that the expectations among older people today regarding how

they would like to spend the latter part of their life are changing. Modern ageing

populations will hardly match stereotypes of what old people might need or prefer.

The third attempt shows older persons as users with latent needs that originate
from their lifelong experiences, and the need to keep up with daily routines. Latent

needs are dependent on someone else to see what experience they are charged with,

and what habits and routines can be developed into services or products. Table 2.1

provides an overview over various user requirements and needs which are

described, how they appear, and suggested methods for identifying them. Active

needs are expressed as a demand for a specific product and service, and are

characterized by the fact that there is a lack of supply of these products or services.

However, general preferences or complaints or other kind of general comments (for

example that “technology is a bad thing”) should not be mixed up with what is

worthwhile to explore as an actual need. Of course, a specific demand can be
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waiting at the end of that road, but this is another process and much more time-

consuming to identify, and the comments made by older persons on the surface

should not be confused with their specific demands. While specific demands can be

fairly demarcated, the suggested methods are pretty much straightforward. Focus

groups are a good way both to broaden and limit the scope, followed by the use of

surveys or interviews with closed or open-ended questions as well as interviews.

Inactive needs are characterized by a need for support for something that the users

want to do in life. This is most often associated with what needs to be changed, such

as prejudices against old people that prevent them from being active citizens.

Inactive needs are often expressed as problems rather than as needs or demands.

However, focusing only on older persons’ general complaints about things will not

be sufficient for identifying the architecture of needs. Instead, you have to look at

the will to engage in an active way to improve an actual life situation. For this

reason, research circles are suggested as a method that encourages social action.

Latent need users, on the other hand, require consent from the users but not

necessarily an active engagement. They are walking containers, with mental map-

pings and experiences that are a goldmine for researchers, able to reveal habits and

routines that can lead to innovations and make learning curves less steep.

There is still a lack of knowledge about the growing silver age market, which

suffers from stereotypes where ageing is associated with something obsolete rather

than with innovations. No company wants to be associated with decline. Discover-

ing old people as innovators might be one way of increasing the business value of

life experience. So, how possible is it to realise the suggested methods for market-

dependent companies and entrepreneurs? It is true that identifying and developing

user-driven products might seem to be time-consuming. On the other hand, older

users get a lot out of projects that identify their needs, and often want to participate

in such projects over an ongoing period. Entrepreneurs and innovators having

technical knowledge should also consider fund-raising together with academics

and problem owners, since it is well-known today that innovation systems are not a

Table 2.1 Three kinds of needs defined in terms of needs as active, not yet activated or latent, the

way they appear, what should not be mixed up with needs worthwhile to explore, and suggested

methods to reveal active, not yet activated and latent needs

Active needs Not yet activated

needs

Latent needs

Expression Demand for specific

products or services

Need for support or

social change

Charged with user

experiences

How needs appear Lack of supply The presence of

problems

Need for continuation

of established habits

and routines

False or incomplete

ways to identify

needs

General preferences General complaints Claims of lack of needs

or experiences

Suggested methods

to reveal needs

Surveys, focus groups

and interviews

Research circles for

social action

Scientifically trained

personnel doing field

work
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result of isolated initiatives but of networks and cooperation linking various kinds

of knowledge.

Summary and Conclusions

To conclude, this chapter suggests that exploring old people’s needs and demands is

about defining the appropriate method. Old people’s needs are not absent just

because they are not visible. Expressed demands are easy to identify, but also

problems and hidden abilities can become sources of innovations. The first attempt

presented in this chapter shows that older people can present specific demands in an

active way, interpreted as active needs in demand for new PLUS criteria for

furniture. However, as the second attempt shows, needs can appear as problems

as well as preferences or desires for not yet existing services. As such the needs are

not yet activated. The third attempt shows them as users with a latent need hidden in
lifelong experiences such as TV viewing. The discovery of latent needs is depen-

dent on someone who has an eye for hidden patterns and routines that can be

developed into services or products. Applying this discovery process can contribute

to the development of new markets which might emancipate old people to become

active consumers and citizens, and also contribute to the development of innova-

tions in general. Not least, a new approach to old users will contribute new business

opportunities for industry.
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26 B. Östlund

http://www.nordicom.gu.se/common/stat_xls/690_5520_daily_reach_sex_age_2004.xls
http://www.nordicom.gu.se/common/stat_xls/690_5520_daily_reach_sex_age_2004.xls


Chapter 3

Disabled Persons as Lead Users for Silver

Market Customers

Pia Helminen

Abstract It is important to understand user needs when developing new products.

User-centered design provides tools for learning about the user needs in question,

but studying only the target market customers may result in constricted need data

because of the functional fixedness of these customers. The lead user approach, on

the other hand, aims to learn from the lead users of a certain target group in order to

find better solutions for the needs in the target market. In this chapter, I show

through a study on mobile phones how disabled persons can be seen as lead users

when developing products for silver market customers. I also present methods for

exploring the needs and solutions that disabled users possess.

Introduction

The customers of the so-called silver market are people who are often beginning to

suffer from deterioration in their eyesight, hearing, or mobility. Product develop-

ment has traditionally concentrated on developing products for the general, able-

bodied public. It should not be forgotten that up to 25% of the population in

industrialized countries are older people or people with a disability, most of them

in the silver market. As the target market of most of the products, such as mobile

phones, is virtually all consumers, this means that the aging population should not

be shrugged aside, as it continues to fill an ever-increasing part of the target market.

I first introduce the concepts of user-centered design, user innovation, and lead

users. Then I show through a study on mobile phone user interfaces that disabled

persons can be seen as lead users, when developing products for the silver market.

The study also shows how methods like photo-diary and contextual inquiry can be

used in order to better understand the needs of silver market customers.

F. Kohlbacher and C. Herstatt (eds.), The Silver Market Phenomenon,
DOI 10.1007/978-3-642-14338-0_3, # Springer-Verlag Berlin Heidelberg 2011
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User-Centered Design and Lead Users

It is common understanding among designers and product developers that user

needs have to be taken into account when developing a product. The roots of user-

centered design are in the military industry. In World War II it was found that the

performance of technology can be improved if attention is paid to the ergonomic

requirements of those who use the technology. The goal of user-centered design is

to transfer user needs into product specifications, and thus ensure the satisfaction of

the future customers. What is common in all user-centered design methods is that

they provide the designer with information that he or she can use when designing

the product. The role of the user is to be purely an information source for the
designer, who then hopefully is able to innovate.

User innovation means innovation carried out specifically by users. Users are

individual consumers or companies that expect to benefit from using a product or a

service, whereas manufacturers expect to benefit from selling a product or a service.

Traditionally, users have been seen as passive consumers who just consume the

products that manufacturers develop. In reality, users have always made modifica-

tions to products when needed. In fact, when users need something badly and there

is no solution in the market, they will generate a solution by themselves – they will

innovate.

Often, user innovation is confused with user-centered design. The user-centered

design approach offers a variety of methods for user needs assessment: interviewing

(group, open, structural, etc.), contextual inquiry [1], probing [2], observing, etc.

All of these methods help the designer learn about the needs of the targeted user.

Thus, the company first learns about user needs and then develops a responsive

product to fill that need. Even if the user has developed some type of solution to his/

her need, companies very often overlook the user’s solution and only register the

need. The main difference between user innovation and user-centered design is who

carries out the actual innovation. In user-centered design the innovator is the
designer who works in a company. In user innovation it is the user himself.

Users innovate because they have to, and they benefit directly from the innova-

tion they develop. Users do not care how the need is filled as long as it is.

Companies on the other hand need to struggle with many things other than the

optimal solution: product portfolios, strategy, manufacturing capability, etc. Users

can come up with the most creative solution, because they are searching for the best

possible functional solution to their own problem.

To better grasp the concept of user innovation, von Hippel [3] developed the

term lead user. These are the users that companies need to find in order to benefit

from user innovation. In order to understand what lead users are, we need to

understand what diffusion is. Rogers’s [4, 5] ideas on diffusion are well-known.

He talks about diffusion of new ideas through a society, and the fact that a

considerable time lag exists from the introduction of a new idea to its widespread

adoption. The main elements in the diffusion of new ideas are (1) an innovation that

is (2) communicated through certain channels, (3) over time, (4) among the
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members of a social system. In spite of the fact that the communication of most

innovations involves a time lag, there is a certain inevitability in their diffusion.

Most attempts to prevent innovation diffusion over an extended period of time have

failed. For instance, the Chinese were unsuccessful in their attempt to maintain sole

knowledge of gunpowder. And today, the secret of the nuclear bomb is no longer a

secret [4–6].

According to the diffusion model, an innovation is completely diffused when it

has been adopted by 100% of the members of the social group to which it has been

introduced. Rogers divides the adopters into five categories: innovators (the first

2.5% to adopt), early adopters (13.5%), early majority (34%), late majority (34%),

and laggards (the final 16% to adopt) [4].

The theory of lead users relies on the idea that there is always somebody who has

the need first, and that the rest of the marketplace will have the need later. As all

new things diffuse through a society over time, there are always users whose

present needs foreshadow general demand [6]. Von Hippel defines lead users of a

novel or enhanced product, process, or service as those displaying two character-

istics with respect to it:

1. Lead users face needs that will be general in a marketplace – but face them

months or years before the bulk of that marketplace encounters them.

2. Lead users are positioned to benefit significantly by obtaining a solution to those

needs [3].

According to the first lead user characteristic, the “ahead on an important market

trend” variable, there are users who experience new needs and are prepared to

generate innovations that substantially differ from existing market offers. The

second characteristic, the “expected benefits” variable reflects the possibility of

the users initiating the development of a new solution if the solution would bring

them significant benefit [7, 8]. In other words, lead users are well ahead of market

trends and have needs that go far beyond those of the average user [9].

It is important to distinguish lead users from the categories defined by Rogers.

Lead users act solely on their needs, whereas Rogers’s innovators and early

adopters are driven by their interest in the new technology. In other words, as

stated by von Hippel [10]: “Note that lead users are not the same as early adopters of

an innovation. They are typically ahead of the entire adoption curve in that they

experience needs before any responsive commercial products exist – and therefore

often develop their own solutions.” See Fig. 3.1.

Classical research on problem-solving shows that it may be inhibited by the

functional fixedness of solution objects [11]. This means that if we examine users

that are already familiar with the product, we might find them not able to generate

new ideas for its use. They are functionally fixed and then not able to think out of

the box. If a person is asked to perform a task that requires the use of a wire, he is

less likely to unbend a paper clip if he is given the clip attached to papers than if he

sees the clip loose. Or, for example, a screwdriver is designed for handling screws

but as it is long and sharp, it could also be used as a crowbar or a chisel.
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In user-centered design, we take a look at the targeted customers. The problem

with the targeted customers is that however well we study them, they are going to be

functionally fixed and therefore not able to reveal information that enables us to

create breakthroughs. Lack of functional fixedness makes lead users very appealing
to product development, i.e., lead users do not base their views on existing products
but on their needs. As Lilien et al. state: “In contrast, lead users would seem to be

better situated in this regard – they ‘live in the future’ relative to representative

target-market users, experiencing today what representative users will experience

months or years later” [12].

Who are lead users, then? A lead user is often somebody who is trying to

improve their way of working, rather than consciously trying to invent. Like the

developer of World Wide Web Tim Berners-Lee says: “It was something I needed

in my work.” Berners-Lee wanted simply to solve a problem that was hindering his

efforts as a consulting software engineer at CERN, the European particle-physics

laboratory in Geneva. Mainly to become more efficient, he developed a system that

provided easy-to-follow links between documents stored on a number of different

computer systems and created by different groups [13].

Very often lead users will have already invented solutions to meet their needs.

This is particularly true among highly technical user communities, such as those in

the medical or scientific fields [14–16]. Also, innovations in sporting equipment are

often developed by lead users. Shah [17] shows that innovations in skateboarding,

snowboarding, and windsurfing have typically been developed by a few early

expert participants in those sports. The idea for the heart rate monitor was origi-

nated by a Finnish professor, Seppo S€ayn€aj€akangas, in the early 1970s. He enjoyed
cross-country skiing, and he started wondering what methods could be used to

monitor the development of his condition. The Finnish Ski Association soon

became interested in the idea and started developing a prototype with

S€ayn€aj€akangas. Later this invention was utilized by all competitive athletes, and

nowadays the heart rate monitor has diffused to serve a big part of the population

who enjoy recreational sports. Also, the energy bar is a user innovation. It was

no commercial
solutions
available standard products available

Lead Users Innovators Early
Adopters
13.5 %

Early
Majority

34 %

Late
Majority

34 %
Laggards

16 %2.5 %

Fig. 3.1 Lead users’ position on a market trend compared to Rogers’s diffusion curve
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invented by an Olympic marathoner, who cooked up the first PowerBar in his

kitchen.

Lead users can also be found among those who function in harsh conditions,

such as aerospace or the military, for example.

When 3M, a diversified technology company, was trying to develop cheaper and

more effective infection control in the area of surgical drapes,1 they gathered

information outside the target market, in order to find lead users. They traveled to

hospitals in Malaysia, Indonesia, South Korea, and India, and learned how people in

less than ideal environments attempt to keep infections from spreading in the

operating room. They interviewed veterinarians who had great success keeping

infection rates low despite cost constraints and the fact that their patients were

covered with hair and did not bathe. They interviewed Hollywood makeup artists

who had learned effective ways to apply nonirritating, easy-to-remove materials to

skin, which is important to the design of infection control materials. With the help

of these lead users, 3M was able to create three new product-line concepts [9].

In the following study I show that disabled persons can be lead users for able-

bodied users, and especially for the silver market customers.

Disabled Persons as Lead Users in Mobile Phone Design

The purpose of this study was to (1) investigate if disabled persons could be seen as

lead users in mobile phone user interface design, and (2) to evaluate the suitability

of the selected research methods on the examined user groups.

Traditionally, mainstream consumer product design has not explicitly consid-

ered the needs of older or disabled people. Instead, their needs have been consid-

ered in the design of niche products, e.g., disability aids, providing separate and also

stigmatizing solutions for these user groups. Yet in many ordinary circumstances

we all suffer from a “situational disability”: When there is no light, we cannot use

our eyesight, for example. When there is a lot of noise, we are not able to hear.

When driving a car, we should not use our hands for anything other than driving nor

look away from the road. Moments of situational disability are even more common

among the silver market users.

I argue that if a mobile phone user interface is designed based on the user needs

of the target market (i.e., the majority of consumers, who are people that hear and

see well), we end up leaving out everyday situations, where the use of eyesight and

hearing is limited or completely prevented. Yet, it is a significant advantage for a

mobile phone to work well in all possible situations. I suggest that if a mobile phone

user interface was designed based on the needs of disabled persons, the special

disability situations would be covered as well.

1Surgical drapes are thin adhesive-backed plastic films that are stuck to a patient’s skin at the site

of surgical incision, prior to surgery. Surgeons cut directly through these films during an operation.
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In this study I investigated whether the needs of a disabled user in an “ordinary”

situation correspond to the needs of an “ordinary” user in a special situation. In

other words, are specifications derived from an actual disability equal to those

derived from a situational disability? Three members of three different groups of

mobile phone users were studied and compared: deaf, blind, and “ordinary users”

who see and hear well. The methods that were used in the study are photo-diary and
contextual inquiry combined with an open-ended discussion. Contextual inquiry
was used for learning about users needs. Photo-diary and open-ended discussion

provided information not only on user needs but also on the leading edge behavior

of the disabled persons. The methodology of the study is presented in detail in the

appendix.

I will present the results of the study on how disabled persons can be lead users

for silver market customers, firstly by showing the comparison between the user

needs of the disabled users and the ordinary users (situationally disabled users), and

secondly, by showing examples of the leading-edge behavior of the disabled users,

and how they indeed face needs that the ordinary public, and especially the silver

market customers, may encounter. I will also show some design guidelines for

visually and hearing-impaired users. These guidelines apply not only to completely

blind and deaf users but also to users with milder impairments that are common

among silver market customers.

User Needs of Disabled Users Versus Ordinary Users

Photo-diaries documented the course of the participant’s day, and the objects and

devices that had been used during the day. The photographs taken by the blind

participants turned out well. Only aiming at the target was slightly inaccurate, but it

did not impede recognition of the photographed object (see Fig. 3.2). The contex-

tual inquiry and open-ended discussion were able to widen the understanding of the

actual user needs of each participant.

All ordinary users articulated situations when use of mobile phones is difficult

because of not being able to hear well: urban noise, rock festival, library (when the

Fig. 3.2 Photographs taken by a blind person
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phone should be silent and no speaking is allowed). Speaking on the phone when

walking in the city center was found difficult and uncomfortable since it is not

possible to clearly hear the voice on the other end. In noisy environments you

cannot talk on the phone and you cannot hear the phone ring.

Two blind participants have TALKS2 speech output software on their mobile

phones. It speaks out the words and letters that are shown on the screen. The third

participant is not a TALKS user, but uses the mobile phone just by touch. She has a

limited access to mobile phone functions since she has to memorize the menu

structure.

Both blind and situationally blind users performed equally in given tasks (see

Table 3.1). None of the users were able to find a silent phone if it was placed in an

unknown location, but if the phone was ringing, they found it easily guided by the

sound.

Some phones require pressing two determinate keys to unlock the keypad. The

screen of the phones will not be lit until the keypad is unlocked, i.e., the instructions

Table 3.1 Ability to perform given tasks (situationally blind vs. blind)

Task Situationally blind (complete

darkness)

Blind

Ordinary 1 Ordinary 2 Ordinary 3 Blind 1 no
TALKS

Blind

2 TALKS
Blind 3

TALKS

Can he find the silent phone, when

not holding it, and make a call?

No No No No No No

Can he find the ringing phone, when

not holding it, and answer the

call?

Yes Yes Yes Yes Yes Yes

Keypad locked, can he unlock it and

make a call?

Yesa Yesb Noc Yesb Yesd Yesd

Keypad unlocked, can he make a

call?

Yese Yese Yese Yesf Yes Yes

Keypad unlocked, can he send a text

message?

Yese Yese Yese Yesf Yes Yes

aPressing one determinate key lights the screen and makes the instructions to unlock the screen

visible. User knows the determinate key by heart
bPressing two determinate keys is needed to unlock the keypad. The screen is not lit until unlocked,

i.e., the instructions to unlock the screen not visible. User knows the determinate keys by heart
cPressing two determinate keys is needed to unlock the keypad. The screen is not lit until unlocked,

i.e., the instructions to unlock the screen not visible. User does not know the determinate keys by
heart
dTALKS speaks out the instructions to unlock the screen
eThe screen is lit
fUser knows the menu structure and keys by heart

2SpeechPAK TALKS converts the display text of a cellular handset into highly intelligible speech,

making the device completely accessible for blind and visually impaired people. SpeechPAK

TALKS runs on Symbian-powered mobile phones to speech-enable contact names, callerID, text

messages, help files, and other screen content.
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to unlock the keypad that are shown on the screen cannot be seen. In order to unlock

the keypad without instructions, one must remember the correct key combination

by heart. One situationally blind and two blind users did not remember the combi-

nation. These two blind users were, however, able to listen to the instructions on the

screen through TALKS and were then able to successfully unlock the keypad,

where as the situationally blind user was not. In other words, the blind users had

found a solution to their need by installing TALKS on the mobile phone.

One ordinary user drives a lot and uses a hands-free holder for the mobile phone

in the car. He finds it very difficult to drive and simultaneously hit the right buttons

when phone is placed in the holder. This problem is very similar to the one of

unlocking the keypad in the dark.

Also, deaf and situationally deaf users performed equally in given tasks (see

Table 3.2).

All users talked about the importance of a good keypad. None of the ordinary

users were satisfied with their current keypad. One ordinary user hoped for a keypad

with good tactility that would enable the use of it without watching. She also

wanted to wear a protective cover on the mobile phone but found using the keypad

difficult through the cover. She uses the protective cover on the phone not only in

order to protect the phone but also in order to get a better grip when digging out the

phone from a bag without looking. Two blind users had found a solution to their

tactility need: They had modified the keypad by adding a small “lump” on the 5-key

or all keys in order to make the keypad more tactile.

What is found is that the needs that ordinary (situationally disabled) users face in

special situations are similar to those of disabled users in ordinary situations.

Table 3.2 Ability to perform given tasks (situationally deaf vs. deaf)

Task Situationally deaf (noisy environment) Deaf

Ordinary 1 Ordinary 2 Ordinary 3 Deaf 1 Deaf 2 Deaf 3

Can he find the ringing phone,

if not holding it?

No Yesa No No No No

Incoming call, can he find the

phone, if the phone placed

in a pocket or a handbag?

(phone vibrating)

No Yes Yes Yes Yes Yes

Incoming text message, can he

find the phone, if the

phone in pocket or

handbag? (phone vibrating)

No Yes Yes Yes Yes Yes

Can he make a call. . . Yes Yes Yes Yes Yes Yes

. . .and communicate the

message?

Yesb Noc Noc No No No

Can he send a text message? Yes Yes Yes Yes Yes Yes
aUser notices the blinking light on the screen
bUser notices when the call is answered, and then speaks out the message on the phone
cUser does not notice when the call is answered. User speaks out the message on the unanswered

phone
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Leading-Edge Behavior of Disabled Users

It was found that disabled persons experience needs that ordinary users may also

experience, and that in many cases they have already obtained solutions to those

needs. There are examples of solutions the disabled users have found that have later

become general among ordinary users. There were also several examples of solu-

tions currently used by disabled users that may become common in the future.

Deaf users rely heavily on text messages, and in Europe they have, in fact, adopted

text messaging much earlier than the ordinary public. This, however, requires writing

in a language other than native, which for the deaf is sign language. One deaf user

sends her husband photos of products from stores, in order to avoid time-consuming

text messaging. For ordinary users this would in many cases be more efficient than

trying to describe something using words. Today, many online news services in fact

offer readers a possibility to send in photo and videomessages on accidents and other

news-worthy incidents – after all “a picture is worth a thousand words.”

One blind participant still actively uses Memona Plus (see Fig. 3.3) for making

notes. Memona Plus is a pocket-sized electronic, portable Braille note-taker that

weighs 180 g and can be connected to a PC or to a mobile phone. The storing

capacity is 30 A4 pages. The written texts can be checked sign by sign through the

inbuilt digitized speech output. The notes can be stored as different files and they

can easily be transferred to a PC. Short voice messages can be recorded through the

inbuilt microphone. Memona Plus also tells the time and date. The predecessor of

Memona Plus was Memona (introduced in 1992), which had a smaller storing

capacity and no voice message recording. The first personal digital assistants

(PDAs) had practically the same functions. One of the first was Palm Pilot that

came to market in 1996, 4 years later than Memona.

One blind user actively uses Navicore Personal3 navigation software through

TALKS, as he is not able to see the map on the phone screen. Although Navicore

Fig. 3.3 Memona Plus

3Navicore Personal is a software application that is installed on the mobile phone by memory card,

and used together with an external Bluetooth GPS-receiver (http://www.navicore.fi/).
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was designed to be used when driving, he uses it for personal navigation when

walking. Separate navigation systems especially designed for car use tend to have a

speech output option for exactly the same reason, i.e., not being able to look at the

map when driving.

To compensate for the missing possibility to make calls, deaf users have been

using MSN messenger4 service on the internet for years. Nowadays, MSN messen-

ger and the like have also been adopted by the general public. The next step, from

using the messenger service with a webcam, is making two-way video calls, which

two deaf users already do on their clamshell phone that has two cameras: one on the

outer side and one on the same as the screen (inner side).

The majority of current mobile phone users have not yet started using two-way

video calls or even sending one-way video messages. There are several reasons why

video calls and messages may become popular among all users.5 In the modern

world we live in, families and friends often live geographically far away from each

other. By making two-way video calls instead of phone calls, grandparents could

stay in tighter contact with their grandchildren, for example. A parent would be able

to show the other parent the first steps of their child as he or she is taking them.

Instead of sending a holiday text message stating it is sunny and the beach is

beautiful, one could send a video message actually showing it. Also, working life

has become more dispersed over the years and people spend more and more time on

business trips. Video conferencing is used but it requires special equipment, which

makes organizing such a conference complicated. A two-way video call could be

established right then and there, whenever needed.

The deaf users also indicated that there should be a small light source integrated

in the phone. Otherwise it is not possible to make two-way video calls or send one-

way video messages in the dark. That naturally would apply for all users.

Two blind users had installed TALKS on their mobile phones, but all users

would clearly benefit from the possibility of switching to speech output when in the

dark or driving a car, for example. Most silver market customers need special

reading glasses for being able to see clearly at a short distance, so when the glasses

are not available, a speech output function would help.

One visually impaired participant described a problem considering routing when

outdoors. He is able to notice signboards but not able to see what is written on them.

He suggested image recognition as a solution to this problem: User would take a

photo of the signboard and have TALKS read out the text. This would be a handy

tool for anybody visiting a foreign country. Before departing for a trip, one would

just download a suitable dictionary on the mobile phone. For silver market custo-

mers with deteriorating eye sight, image recognition on the mobile phone would be

really practical.

4Internet messaging service by Microsoft (http://messenger.msn.com/).
5This study was carried out in 2005. Now (February 2010) video messages and video calls have

become popular in Japan and in some parts of Europe.
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An everyday problem that blind people face is trying to locate objects. One blind

user suggested that in order to stop worrying about keys, the mobile phone could be

used to lock and unlock the home door. That would clearly help everybody, as we

all seem to be carrying more and more objects every day, and especially silver

market customers who suffer from memory disorders.

These multiple examples show that the disabled users do indeed exhibit leading-

edge behavior in adapting and developing new communication aids.

Critical Attributes for Visually Impaired Users

Examining altogether six blind or visually impaired users gave information on

attributes that are critical for these users to be able to successfully use a mobile

phone. These guidelines apply well not only to blind users, but also to users with the

milder visual impairment common for silver market customers.

Good keypad is essential. Since blind users are not able to perceive the keys

visually, they need to rely on the tactile feeling of the keypad. There are a few

attributes that define a good keypad:

l Keys need to be separate from each other. When the keys are clearly separate

from each other, it is easy to know when your finger is on a key.
l Good tactile response when pressing a key. The sensation of “click” signals the

user that a key has in fact been pressed. A feather-touch switch, for example, is

not a good choice.
l Keys in straight rows, no strange arrangements, such as U-shape. If keys are not

arranged in straight rows and columns, it is not easy to know which key is which.

In a U-shaped arrangement, for example, when you go to the left from the 5-key,

you can accidentally end up on the 7-key instead of the 4-key.
l Tactile cue on the 5-key. To facilitate the positioning of fingers on the keypad,

there should be a tactile cue on the 5-key. The cue needs to be on the key, not

beside or below the key like in some phone models.
l Surface of the key not slippery. For better touch, the keys should not be slippery.

A rubber-like surface, for example, was preferred by the research participants.

Not many changing functions on one key was a common wish. If one key has

changing functions depending on what is shown on the screen, the use of the keypad

becomes complicated for users who cannot see the information shown on the

screen. Softkeys6 like the NAVI-key,7 for example, was mentioned as problematic.

6A multifunction key usually positioned beneath the mobile phone display with the corresponding

textual or graphical function label shown on the display [18].
7Navi™-key: Nokia’s one-soft key interaction style; first applied in the Nokia 3110 phone model

[18].
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If the user gets lost, there must be a way to easily climb back up the menu
structure and start over. In many phones this is done through pressing the cancel

button for a few seconds.

For visually impaired users that are not using speech output software like

TALKS, a logical menu structure is essential. When you are not able to see the

screen, you must be able to create a mental model of the menu structure.

Critical Attributes for Hearing-Impaired Users

Since a mobile phone interface relies heavily on visual information, there are not as

clear critical attributes for hearing-impaired users as there are for visually impaired

users. As long as the interaction with the mobile phone is based on text, symbols, or

images, a hearing-impaired user is able to use the phone. For two-way communica-

tion, deaf users can apply two-way video calls.

For hearing-aid users, an inductive loop set8 is essential. Even with severe

hearing impairment, the use of an inductive loop set enables calling on a mobile

phone. Without the loop set, the user would have to rely on the use of text-messages

only.

Summary and Conclusion

The customers for any product are not alike, but they differ in their capability to

perform tasks on and interface with the product. The importance of taking user

needs into account when developing new products is nowadays common knowl-

edge. To be able to satisfy the needs of a market where – mainly due to the aging

population – user needs have become increasingly heterogeneous, concepts like

“universal design” (USA and Japan), “design for all” (Europe), and “inclusive

design” (UK) have been developed. In addition, more labeling concepts such as

“design for disability,” have come up. All of these concepts fall under the umbrella

of user-centered design, where the user needs are indeed considered but where the

designer of the solution is an engineer. The lead user approach, in contrast, sees lead

users as a source of possible solutions.

This study shows that the user needs of situationally disabled users, i.e., ordinary

users in special situations, overlap with the needs of disabled users in ordinary

situations. In addition, several examples of leading-edge behavior in disabled users

8All hearing aids support the induction loop technology. When the hearing aid is on the T-mode, it

captures the signal supplied from the loop.
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were found. When we look at the data gathered through this study in reference to

von Hippel’s definition of lead users, we find that the second lead user characteristic

clearly applies to disabled users: disabled users surely benefit significantly by

obtaining a solution to their needs. As for the first characteristic, there are examples

showing that disabled users have found solutions such as text messages that have

later become common among all users. There seems to be a similar trend in two-

way video calling. This suggests that disabled users can be seen as lead users when
developing products – in this case mobile phone user interfaces – for the ordinary

public who undergo moments of situational disability.

The aging customers of the silver market often suffer from deterioration of

eyesight and/or hearing. They, in fact, are even more often situationally disabled

than the younger and more able-bodied customers, which means that many pro-

ducts, such as mobile phones, are more difficult for them to use.

As explained earlier, user-centered design concentrates on gathering user needs

from the targeted customers, but the targeted customers may be functionally fixed

and not able to give us information that could help develop breakthrough products.

The targeted customers are seldom able to articulate the latent needs behind their

fixedness. For an aging customer, this can be even more so, because deteriorating

eyesight, for example, might be a delicate matter for them. Therefore it is possible

that they are less willing to expose their actual, everyday needs, when approached

by a designer.

In this study, only visually and hearing-impaired users were examined as

possible lead users. The aging population suffers not only from visual and hearing

impairments but also from deterioration of mobility. I assume that if the user needs

of persons with a physical disability were examined, we would get a similar result.

The study also showed that the selected methods were applicable for studying

deaf and blind users. Photo-diary was found to be an effective and easy method for

self-documentation, also when studying blind users. No other equipment is needed

for documentation, as long as the photos are later gone through in a separate

discussion. No major difficulties occurred in carrying out the contextual inquiry

and open-ended discussion.

When working with visually and hearing-impaired users, the designer should

remember the role of language in interaction. Common language means fluent and

more personal communication. Sign language is the native language of the congen-

itally deaf. For a blind person it is easier to contact the designer by e-mail or by

phone, since he or she can do it in their native language. The deaf participants can

feel uncomfortable and perhaps even shy about sending a written message. It should

not be presupposed that a deaf person can fluently write in the predominant

language. Having to book a sign language interpreter makes scheduling more

complicated and the meetings a little less personal.

This study concentrated on the mobile phone user interfaces, but this approach

can easily be transferred to any other products. I recommend that when developing

products for the customers of the silver market, disabled persons should be seen as

lead users and therefore as a valuable source of not only user need data, but also as a

source of possible solutions.
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Appendix: Overview of the Study

Three members of three different groups of mobile phone users were studied and

compared: deaf, blind, and “ordinary users” who see and hear well. Deaf and blind

groups were selected to represent disabled persons, because of the clear definition

of these groups, and the fact that it was rather easy to access these groups. Blind and

deaf persons were contacted through several associations and societies, such as

Finnish Federation of the Visually Impaired and Finnish Association of the Deaf,

and through personal contacts. The three deaf persons were deaf since birth. Two of

the blind participants were congenitally blind, and one had lost his eyesight in

adulthood.

The methods used were photo-diary based on a theme, and contextual inquiry
combined with an open-ended discussion (further details are given below). Contex-
tual inquiry was used for learning about users needs. Photo-diary and open-ended

discussion provided information both on user needs but also on the leading-edge

behavior of the disabled persons.

Photo-diary and self-photography have been used in various disciplines. Gaver

et al. [2] included a disposable camera in the cultural probes package when studying

the elderly, and Brown et al. [19] used photo-diary followed by semistructured

interviews to capture information on working life.

Contextual inquiry is a field data-gathering technique developed by Beyer and

Holtzblatt [1]. The most basic requirement of contextual inquiry is the principle of

context. Staying in context enables the interviewer to gather ongoing experience

rather than summary experience, and concrete data rather than abstract data.

Gathering data on an ongoing experience means that the interviewer is present

when work is being done. If a person is asked a question, the answers tend to be

summarized, for it is very difficult to go into detail and describe exactly what

happened. The job of the interviewer is to recognize the actual work structure,

which arises out of details of mundane work actions. In order to discover concrete

data instead of abstract data it is very important to talk in concrete terms. When the

customer says “generally I do this” or “usually. . .” the interviewer must pull the

customer back to a real experience. To gather concrete data you need to ask

questions like “what did you do last time” instead of “what do you do usually.”

Contextual inquiry helps us to understand the real environment people live in

and work in, and it reveals their needs within that environment. It uncovers what

people really do and how they define what is actually valuable to them [20].

There were two meetings with every participant. The first meeting was a short

30-min meeting where participants were given the photo-diary assignment.

Approximately 2 weeks later in the second meeting the contextual inquiry and

the open-ended discussion were carried out. At the same time, the photo-diary

results were talked through and used as inspiration in the discussion. An outside

interpreter took part in the meetings with the deaf participants.

The study was piloted with one ordinary user. The pilot revealed that in the

photo-diary assignment, the use of flash on the disposable camera was a bit
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complicated. This problem was addressed by giving the participants step-by-step

instructions on the use of the disposable camera. The tasks to be performed by

ordinary users in special situations were shaped during the pilot study.

In addition to the nine participants presented above, two open-ended interviews

were carried out. The first interview included two persons who have progressively

lost a major part of their eyesight in adulthood. The second interview included one

person who had a similar visual disability but who also suffered from a severe

hearing impairment. Two of these persons were found through personal contacts.

One was a volunteer found through a society of the visually impaired. The purpose

of these interviews was to gain a wider perspective on disability in general, since

these persons had literally seen both worlds. In addition, all three had tried out a

variety of mobile communication devices. All participants are listed in Table 3.3.

Photo-Diary

The photo-diary assignment consisted of a disposable camera and a stamped return

envelope. Instructions on how to use the camera were given verbally in the first

meeting, and also on paper or by e-mail depending on the person’s choice. The

theme of the photo-diary was to take a picture of “everything you use for commu-

nication, or use for receiving or transmitting information.” Some general examples

were given:

l If you read a newspaper, take a picture of the newspaper
l If you listen to the radio, take a picture of the radio

Table 3.3 List of participants and their mobile phones

User Sex Age Mobile phones

Blind 1 Female 34 Nokia 8310 (personal), Nokia 1100

(personal)

Blind 2 Female 58 Nokia 3660 (personal)

Blind 3a Male 36 Nokia 6600 (personal)

Deaf 1 Male 25 Nokia 6100 (personal), SonyEricsson

Z1010 (personal), Nokia 6600 (work)

Deaf 2 Male 33 Nokia 9110 (personal), SonyEricsson

Z1010 (personal), Nokia 6310i

(personal), Nokia 9110 (work)

Deaf 3 Female 28 Nokia 6820 (personal)

Ordinary (pilot) Female 27 Nokia 3510 (personal)

Ordinary 1 Male 29 Siemens ST60 (personal)

Ordinary 2 Female 30 Nokia 6600 (personal)

Ordinary 3 Male 60 Nokia 9210i (personal, work), Nokia 6230

(personal, work)

Severe visual impairment Male 43 Nokia 6600 (personal, work)

Severe visual impairment Male 37 Nokia 6600 (personal, work)

Severe visual and hearing impairment Male 57 Nokia 9300 (personal) þ Nokia LPS-4

inductive loop set
aNot congenitally blind. Not able to read braille
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l If you check the temperature, take a picture of the thermometer
l If you use a mobile phone, take a picture of the mobile phone

The time frame within which the photo-diary was supposed to be carried out was

one day, starting from waking up in the morning until going to sleep in the evening.

The participants could choose the day themselves (see pictures in Fig. 3.4).

The blind participants were advised in practice on how to use the disposable

camera. Since the pilot study had showed that there might be problems with the

flash when using a disposable camera, step-by-step instructions were given to all

participants on paper or by e-mail.

No additional equipment was required, just the disposable camera.

It was possible to take 28 pictures with the camera, but participants were advised

not to worry, if at the end of the day they had taken only ten photos. The important

thing was to document all possible things and equipment that were used according

to the given theme. After finishing the photo-diary, the camera was to be sent back

to me (within 2 weeks) in the stamped return envelope, in order for me to develop

the pictures.

Contextual Inquiry and Open-Ended Discussion

In the second meeting, the pictures taken in the photo-diary assignment were

discussed one-by-one. The participant explained the meaning of each picture in

the order they were taken. Each object in the pictures was discussed in detail: how

many times it was used during the day, why, and for which purposes.

Fig. 3.4 Photo-diary pictures

42 P. Helminen



The use of mobile phone was discussed following the principles of contextual

inquiry: What have you done with your mobile phone today? Show me how you do

it. What devices have you used this week? For which purposes? Why? Show me.

The disabled users were observed when using their own mobile phones in their

ordinary environment, such as home or work environment.

The ordinary users were observed when using their mobile phones in special

situations that included complete darkness, and a noisy environment. These special

situations were created in the participant’s home. Complete darkness was achieved

in a walk-in closet or in a bathroom. A noisy environment was created by using an

industrial hearing protector headset that included total noise-canceling and an FM

radio. This way, all sounds from surrounding environment were blocked out and

replaced with music. To assure total canceling of surrounding sounds, disposable

foam ear plugs were used under the headset.

The special situations were chosen to be such that really simulate a possible

everyday disability situation. Therefore, the “situational blindness” was not

simulated by concealing user’s eyes. It is highly unlikely that a person ends up in

a situation where their eyes are concealed, but it is possible that eyesight is limited

by lack of light.

In these special situations the ordinary users were asked to perform basic tasks,

such as calling, receiving a call, sending a text message, and receiving one. The

starting point of the tasks varied: the mobile phone was to be found in the pocket, in

the bag, or in the surroundings in proximity of the user. The use of mobile devices

was studied also in the ordinary environment in the same manner as was done with

the disabled users.

After going through the pictures of the photo-diary, and the contextual inquiry,

the participants widely expressed their views on their current mobile devices, their

expectations, and desires. They told about problems they have faced, and shared

their visions on what kind of devices they would like to use and how.
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Chapter 4

Integration of the Elderly into the Design Process

Karin Schmidt-Ruhland and Mathias Knigge

Abstract With demographic change looming in the background there has been an

ever greater need for products and aids for the growing target group of elderly

people. Previous methods and ideas in the areas of product development and design

have not proven to be good enough to develop attractive and helpful solutions that

meet the wishes and needs of this age group.

New approaches and product concepts have been developed in the sentha
research project. sentha stands for “seniorengerechte Technik im h€auslichen Alltag”

(Everyday Technology for Senior Households). Working in this interdisciplinary

research project are designers from the Berlin University of the Arts in cooperation

with the Technical Universities of Berlin and Cottbus, as well as the Berlin Institute

for Social Research.

The goal was to develop products and services for an increasingly aging society

so that seniors can maintain their independence in daily life as long as possible.

At the Institute for Product and Process Design (Prof. Achim Heine) of the

Berlin University of the Arts, designers Karin Schmidt-Ruhland and Mathias

Knigge have been working on the development and positioning of senior-friendly

products and services. In their projects they have focused on specific wishes and

needs of elderly people without limiting themselves in form and function solely to

this one target group. The article elucidates the specific design approach as regards

this user group and the methods for integrating elderly people, and shows a

selection of designs that have been realized in the sentha project.

Introduction

Demographic change poses an enormous challenge for product manufacturers and

service providers because conventional offers do not always meet the demands of

elderly people, who complain about lack of user-friendliness and being overtaxed.

For many needs and requirements at this age, there are no offers at all.

F. Kohlbacher and C. Herstatt (eds.), The Silver Market Phenomenon,
DOI 10.1007/978-3-642-14338-0_4, # Springer-Verlag Berlin Heidelberg 2011
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Until now, solutions for this target group have been found from the field of aid

provision for handicapped persons. However, the methods and ideas in product

development and design are not sufficient for providing helpful and attractive

solutions. One essential reason for this is the lack of empathy, especially on the

part of young developers dealing with elderly to very old consumers [1].

Therein lies a great chance for manufacturers, commerce, and service providers

in the development of such user-oriented solutions. Equipped with innovative

quality features, the solutions for such a financially strong target group range

from being interesting to being necessary, in order to allow people to become old

with the greatest amount of self-determination possible in their own homes [2].

This is where the research project sentha has its starting point for developing

new approaches and product concepts. sentha is the German abbreviation equiva-

lent to Everyday Technology for Senior Households (see Abstract above).

Against the background of a steadily growing share of elderly people in the total

population, together with a great increase in life expectancy, the project has

researched products and services that in the future can enable people to lead their

lives as independently as possible in old age.

This field, which in the meantime has become important, hardly received any

attention in the past and the usual senior-friendly solutions were rejected by elderly

users because these solutions obviously originated from handicapped and rehabili-

tation technology. Consequently, innovative products should be developed that are

of interest for all ages in the sense of a “design for all” concept, but that especially

offer elderly people more safety and comfort in their everyday home life [3].

The group of researchers selected an integrative and interdisciplinary approach

for this plan, financed by the Germany Research Society (Deutsche Forschungsge-

meinschaft – DFG) for over 6 years:

l Integrative through the strong orientation and integration of elderly people in the
development processes, within which user- and product-related questions were

combined. A senior citizen advisory council was available, which was continu-

ously integrated into the work.
l Interdisciplinary through the integration of the most diverse competencies,

which made a synthesis of disciplinary perspectives possible.

Members of the joint research group included designers from the field of

industrial design, scientists from the Technical Universities of Berlin and Cottbus,

and the Berlin Institute for Social Research. As a result, experts were available for

the joint work from the fields of social sciences and manpower studies, design,

construction engineering, as well as biomedical and communications technology.

Particular importance was placed on the partial project for design. Here methods

were developed and practiced with which the wishes and needs of elderly people

could be recognized and taken into account in the development process. Further-

more, prototypical designs were worked out in the project that showed what future

solutions for elderly users could look like without limiting the form and function

solely to this one target group.

The main point of departure was a specific design approach.
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How the Discipline of Design Views Itself Within

the sentha Project

For us, product formation and design do not simply mean the design of the form/

shape. “With design” means that we are not only dealing with the product “in

itself”, but that the design is always embedded in cultural and social interrelations.

This integrates the dealings with “things” with an understanding of the target

group – in this case the senior citizens. We have thus abandoned the traditional

fixation of designers on objects. We understand design as an integral concept in

which complex social, economic, and cultural contexts for the design process are

also reflected. This is the understanding of design we have pursued as part of

sentha.
Of course, this does not exclude “making things beautiful”, something we

placed a great deal of value on as part of sentha. In addition, concentrating

exclusively on shape and form is an understanding of design that we at the Berlin

University of the Arts view as being too limited. For us, design is a comprehensive

phenomenon and a multilayered process in dealing with things and technical

systems. Everyday culture, consumer habits, life styles, and thus also the pluraliza-

tion of life styles and corresponding product worlds, are all embedded in the goal

of design [4].

In this respect, we have had an interdisciplinary orientation per se: always with a

view toward neighboring fields, disciplines, and the formulation of questions about

our actual task, namely the final design of the objects.

This implies a holistic, interdisciplinary approach. Instead of designing the

results of the other disciplines at the end, it was always important for us in the

research project to start as a whole and to be correspondingly integrated in all

work steps.

Specifically, this means that we have expanded the narrow questions, in contrast

to other disciplines which cooperated in the sentha research project, which always

had very concrete questions and concrete work steps. For example, we were not

only concerned with the optimized, senior-friendly design of a video recorder, but

also always included the importance of video and television in general, the viewing

habits of senior citizens, etc. in our work.

Senior-Friendly Product Design: Going Beyond

Stigmatizing Aids

From the very beginning, we concerned ourselves with the question of how one can

find and develop a new product language that is less stigmatizing and transcends the

marginalizing form language of senior-friendly products. Therefore, what does a

product and its adequate marketing strategy (catchword: image) have to look like so

that it fulfills the needs of senior citizens but is not recognized and decoded at first
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sight as “a product for old people”. The age which the majority of people over 60

feel lies 10–15 years under their calendar age [5], while at the same time bodily

limitations are felt as a sign of age but are especially perceived in other people [6].

If the things that elderly people need in the sense of aids can be made hip and

trendy, then the design of these things has to be changed to such a degree that they

look normal, and that is then design in the narrower sense. Thus, design also means

“making something beautiful” in a specific, nonstigmatizing manner.

In this connection, it was an important concept for us to keep the subject open.

This meant that we not only had aids for seniors in mind, but also did not focus

exclusively on elderly people. We thus developed sponsorship models in which we

observed and consulted elderly people. In this way, ideas for new products

emerged. It was, however, central to our approach toward senior-friendly design

always to keep in mind that the results were just as usable and appropriate for other

people, i.e., that the elderly people were only an indicator of the deficits in their

everyday home lives, but product design was intended to stretch beyond this

specific target group and its handicaps.

The partial project for design did not focus only on a certain age group, this is

connected with our general understanding of design: for a designer, every product is

an aid because there are many, many things people generally cannot do. Conse-

quently, they make use of different aids in order to be able to do something. They

cannot open a tin can with their mouth or their fingers, which is why we have can

openers. They cannot fly, which is why we have airplanes. It is not possible to carry

very heavy loads, consequently there are cranes. From the time of birth there are

aids. In this respect, every person is a “disabled person” and design has to a certain

extent developed prostheses for everyone. This perspective is assuredly not new

since Sigmund Freud in the 1920s characterized the bodily inadequate human being

as a “prosthesis god” [7]. This perspective, however, was particularly important as

part of sentha. Even if the project naturally focused on elderly persons and their

situational needs, we were always concerned with overcoming the problem-cen-

tered view toward seniors in the sense of “handicapped people.” We succeeded in

our concept because we expanded our view to all of society, because that which can

provide relief to elderly people can also be helpful and useful for younger people

[8]. In the area of “senior-friendly products” there are very many things that not

only elderly people want to have, but that in principle are of interest for many.

There are many things that can be done without any problem but you ask yourself

again and again: why am I actually doing this?

Why am I dragging this out so tediously? Is not there any better solution? Even

a 40-year-old’s back hurts when he has to carry something laboriously. That is

why we decided to open up the subject. We have always said: “these are simply

aids.” We never spoke of specific aids for seniors. This approach helped us to view

the problematic matter of age as a quite normal problematic matter. Therefore,

we were able to work against the cultural marginalization of seniors. At the

same time, we were able in our ideas and through age-transcending design to

overcome the stigmatization through product design. This understanding also

found expression of course in the form and design of senior-friendly helpers in
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everyday home life – senior-friendly does not mean senior-specific, but means an aid

for seniors and others.

Design as an Empirical–Experimental Process

The well-known procedure in other disciplines consists of establishing hypotheses

beforehand to be verified or negated. This is connected very closely with the actual

formulation of questions or way of looking at a problem. However, it can become

more difficult to open up toward phenomena or knowledge that have not been

drawn up within the research approach. Such an approach is relatively closed

toward new, surprising, previously unthought-of influential factors and questions.

Therein lies the strength of our approach: quite consciously we take the naı̈ve point

of view exploratorily and experimentally: “I will now pretend that I do not know

anything and as if I had no premonition or hypothesis and then look and see what

kinds of answers I get to my questions”.

There are different methodical approaches in the design process, which we have

worked out and quite consciously employed in project work at the Berlin University

of the Arts. These techniques and methods were conceived and tested especially in

the expert group of Prof. Hans (Nick) Roericht [9]. For example, in exercises such

as “Jumping into the matter,” products are created, without any previous research,

directly on the basis of our own experiences and influences. In the “Unconventional

thinker exercise” completely diverse objects are combined: fusion as design meth-

odology. In the sentha projects with the title “. . .lifting and aging” the character-

istics of things were changed, i.e., young becomes old and vice versa. Here,

primarily formal and esthetic aspects and social placement are investigated, ques-

tioned, and altered. The result is products and visualizations that are stimuli for

further creative approaches in product development. “Design has a great deal of

room for improvised use of its methods and can take over or reject methods or also

cut its specific occurrences to its own use. . .. Since design is not obliged to produce
accurate depictions of reality it can experiment in a way which would not be

tolerated in other sciences” [10].

That design works empirically–experimentally means in concrete terms that we

basically combine scientific survey and analysis methods with rather artistic–

experimental methods. This means that the participatory observation and qualita-

tive social research, the hermeneutic interpretation – whereby understanding certain

processes or phenomena play just as an important role in our approach as experi-

ments and association – observation, interviews, scientific analysis, and experi-

ments are interlocked [4].

We are dealing here with a multistage, cyclical research process in dialog form

rather than a stringent linear one. The point of departure was taking stock. What

products are there at present for elderly people? How functional and senior-friendly

are these offers really? What image is used in advertising to stage-manage and

communicate these products?

With this knowledge we then turned to elderly people.

4 Integration of the Elderly into the Design Process 49



Participatory Observation

The situation in the everyday home life is such that the sequence of most household

actions is performed routinely and proceeds unconsciously. Who really thinks about

why he makes coffee in such a way or why he makes certain hand movements when

taking a shower? Formulated in another way: especially in everyday home life,

many things take place unconsciously and unreflectively. Consequently, they can

only be partially opened to analysis in linguistic terms. You can only reflect upon

things and give information when you take note of them yourself.

The rest remains uninvestigated “tacit knowledge,” know-how that one has, but

cannot reflect upon because it has already become such an obvious matter that one

no longer thinks about it, indeed, it no longer even strikes one as special know-how.

With this background for our research, participatory observation for sentha
acquired a quite fundamental importance. Participatory observation has the advan-

tage of being sensitive even for unreflective, habitual, everyday actions. It is thus no

accident that participatory observation is regarded as the “royal road” in field

research because it is also in a position to train one’s sights on things that cannot

be explored by linguistic–interrogative methods such as interviews and group

discussions. Whoever can take part in routine everyday processes as a sensitive

observer sees more as a rule than the observed person can communicate in an

ensuing talk. Participatory observation is thus, unlike an interview, a very usable

and sensitive instrument for researching everyday life. Motions and hand move-

ments, which go on in a perfectly routine manner, can especially be a point of

departure for one’s work. Here, for example, is such a trick from the everyday life of

an elderly person: a screwed-in light bulb as a darning mushroom that is illuminated

from within because elderly people can no longer see well in dim light. You often

experience people who are very forgetful and stick post-its on their door when they

go out. These are small things, which are not even noticed by the source person and

which people do not even talk about. These are unreflective routine actions that are

carried out completely unconsciously. You can only perceive them when you

deliberately look at them. Only then can you ask specific questions.

This was deliberately practiced with students. “Digital stage-managing” was the

title of a project in which, by observing the users on location, we got an idea of how

elderly persons deal with things that surround them. What things are important and

what is the relationship to them? The resulting relationship was to be produced and

recorded in a picture, an intensified observation. In the illustrated example, the love

of an old married couple for books and reading was the theme. Intensive research

and close cooperation with the seniors preceded the photos (Figs. 4.1 and 4.2).

The project “Who rests gets rusty” about the search for and finding of short-term

resting spots dealt with exact observation and not just of elderly people, but in

particular of what surrounds us. It dealt with places where people hang around, take

a break, and put aside their cares. Using a camera, we looked for, observed, and

recorded places. The result of good observation is the draft “The bench” (Fig. 4.3)

by Andreas Bergmann. The beginning of the draft is: “many visitors and curious
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onlookers at Berlin construction sites and construction site fences”. The motto was

that the barrier fence became a kind of bench for lingering and resting. In doing so,

the needs and wishes of not only elderly people were taken up. The work was given

an award in a competition by the Deutsche Bank [11].

The Dialog: Participative Principle of Our Research

From the beginning of the project, the dialog principle was a fundamental matter of

concern in our research. As in modern ethnology (in which the research objects are

increasingly integrated into the research process), by commenting on one’s own

Fig. 4.2 . . . and at night they

like to have a second helping

Fig. 4.1 Breakfast at the

Gorisch’s
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interviews or on the concrete research results, we thus wanted to actively involve

the seniors in the research process. This means that the research objects, i.e., the

seniors, became subjects who consequently became the experts of our research. In

several dialog phases the seniors in a so-called senior council followed, discussed,

checked, and commented on our work steps in the sentha project. From the very

beginning, we integrated our user group not only through questioning and partici-

patory observation, but especially through sponsorship models and joint trial and

error. The members of the senior council were also involved right from the

beginning of the project (Figs. 4.4 and 4.5). They were, so to speak, motivated to

play along and thus had the possibility of discovering their own needs in the design

and production processes. Every student picked up the theme directly on location in

the form of sponsorship models and looked for solutions together with the users. By

means of this direct contact to later users it was possible to come up with user

typologies in order to vary use and production characteristics, e.g., according to

age, sex, educational level, culture, etc.

This integration and consideration of the user leads to consideration of the needs

of the greatest possible group of addressees through the designer in the sense of

“inclusive design” [12]. This happens by integrating the needs of groups that have

so far been excluded from consideration, e.g., because of their age, their handicap,

or on the basis of changing technologies or work structures. Thus, the exclusion of

special user groups in events and actions is prevented.

Roger Coleman describes this by using the example of a train journey in which

many questions are asked; for example, in the beginning by obtaining information

about a selected destination, about advice, orientation, transportation, and comfort

up to the final destination. The trip by train can thus be seen as a chain of individual

products and services, the availability of which is only as strong as the weakest link

in this chain. In order to reach one’s destination, all areas have to be available to

everyone. Therefore, we have to illuminate the process and design the weakest links

in such a way that they are manageable for everyone.

Fig. 4.3 The bench
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If you look at the action from one particular point and then build a chain of the

most diverse possibilities, then a great deal of design leeway is evident: both the

focusing on detailed solutions as well as the conceptual opening of the point of

departure. Design can therefore begin at any point [13].

Fig. 4.4 Participation I:

discussion in the packing

project

Fig. 4.5 Participation II:

discussion at a table with

seniors
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Empathy: The Foundation for the Designs in the Sense

of the Later User

How can I put myself in the position of the later user, or how do the individual small

steps of an action become clear to me? In order to answer these questions, we in the

sentha project have attempted in the most diverse places to “feel into” the user

group of elderly people. We looked for and invented exercises, methods, and aids

that give a feeling of how one feels in certain situations or how detailed certain

actions in the course of everyday life actually are. These methods help in the

analysis of products and in describing the requirement specifications.

The actual sequence of actions, e.g., a series of single photos of washing in the

morning, was recorded in the project “My wonderful bathroom – new bathtubs for

old users.” Every activity was written down in a log book and subsequently

analyzed (Fig. 4.6).

In the project “Handicapping, speculating, and manipulating with senses” we,

together with the students, experimentally pushed an empathetic approach into the

forefront. What would happen if a sense was dropped or was added?

What does it mean when someone can no longer sit or stand up or if one’s hand

shakes? In this respect we are dealing with experimental designs in order to

experience these feelings on our own bodies. The task was then to “conceive of a

tool with which one’s own and other’s senses can be weakened, strengthened,

shifted, channeled, expanded, limited, exchanged, and instrumentalized”.

The photos show a few examples of experimental designs such as the “brush

feet” for an unsteady gait, “gaping straight ahead” for tunnel vision, or the “ax in the

nape of the neck” for the stooped-over gait. This series of experiments has been

further developed for the permanent exhibition “Man” in the Hygiene Museum in

Dresden, and are exhibits that visitors can try out [14] (Fig. 4.7).

Interdisciplinarity: Stimuli Through the Disciplines Involved

in the Research Project

Both in the projects with students and in the dialog with seniors we dealt with a

reciprocal feedback process: a briefing for the students was formulated from the

subject area. The young male and female designers then developed concrete ideas

and innovative solutions, which in turn were incorporated into the sentha research

project and discussed with the seniors. This ping-pong effect is very important

especially because new impulses can be generated through the feedback of others,

from the outside, which in the end constitutes innovation and creativity. Without

this opening we would have argued, thought, and developed ideas within our own

closed horizons, and surely less interesting ideas would have originated [15].

This expresses a very fundamental catchword: interdisciplinarity. One could

indeed say that the project interrelationships of sentha, consisting of labor and
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social scientists, construction and communication engineers, and biomedical

doctors, and including the senior and industrial council, have already genuinely

taken into account the way designers see themselves. As part of the design process,

a designer in the end always makes eclectic use of the level of knowledge of other

disciplines – from the psychology of perception, to the cultural sciences and the

engineering sciences. Consequently, the interdisciplinary approach belongs to the

way designers see themselves and it practically goes without saying that we have

ourselves profited from the interdisciplinary nature of the research project.

A concrete example of this interdisciplinary cooperation is the joint project

“Designing crosswise.” Within the period of a week, from Monday to Friday, we

gave ourselves the concrete task of “Senior-friendly technology in everyday home

life.”

We had four archetypical products – an iron, knives and forks, a bottle of mineral

water, and an electrical outlet – that we wanted to optimize for senior-friendliness

with respect to previously defined product qualities: more demanding, safer, sim-

pler, and more entertaining. We then set up teams of two consisting of a labor

scientist and a designer who were supposed to reflect upon the archetypes and

translate them into a specific product quality. Each day the teams moved on to the

next product in order to improve its product quality. This means that the product

quality of every archetype was further developed by every team. On the last day, all

products were presented. Needless to say, the project included discussions, differ-

ences of opinion, and a transfer of knowledge between the labor scientists and the

designers. What does “safer” actually mean? Why does it have to be “more demand-

ing” for elderly people at all? What do we mean when we speak of “simpler”?

Fig. 4.7 Handicapping photo sequence. Examples: Berit, Michael, Harald

Fig. 4.6 Washing photo sequence
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We also understand interdisciplinarity in a further sense: all perspectives and

results do not always have to be integrated into a harmonious, interdisciplinary

whole. Much would surely be lost if one had to limit oneself to a very small

common denominator. This means that we comprehend interdisciplinarity not in

the sense that texts and ideas that point in different directions are argued over in a

different way and disparate thoughts are formulated in order to be swirled together

in a kind of cerebral blender. It is more the idea (exactly because of this polyphony)

of acquiring new stimuli from other voices: to simultaneously see two or more ways

of looking at things, to be able to think about things and then come up again with

new ideas. In the end something arises out of this mixture of different texts and

thoughts, a point of knowledge or innovation, which could not have developed in

any single discipline.

In this respect you can establish a cross-connection to the association so impor-

tant for male and female designers, namely, everything that can stimulate the mind,

release ideas associatively, and give new impulses can serve the design process.

Knowledge and information from neighboring or even distant disciplines can have

a stimulating effect and provide new impulses.

This supports our fundamental point of view, namely, that research and design

always take place in a dialog, associative and as partners.

Product Development

This section introduces some exemplary designs from projects that originated at the

Institute for Product and Process Design at the Berlin University of the Arts as part

of our research project. The aim of the design work was to develop products and

services that support people’s independent living in everyday home life and that do

not use any kind of stigmatizing senior-specific product language.

As long as an object is used, so goes the hypothesis, there will be people who

make functional inadequacy the driving force of their attempts to improve it [16].

That is how we proceeded in our design projects with expanding the questions

and considering the products in their context [17]. Similarly, we focused on user

habits and actions, especially of the age group we set our sights on. In addition,

there are analogies and the consideration of other sequences of action.

In addition to observation, participation, and the empathetic approach to under-

standing processes and phenomena, experimentation, and association play for us just

as important a role, so that all levels interlock in an integral project: observation,

interviews, scientific analysis, association, and experiments.

An example of such a design comes from the project “Living longer – transformation

in living areas”, a case in which the kitchen cutting board meets a work bench. A

kitchen cutting board that facilitates work in the kitchen was developed here in an

analogy to other work steps and locations.

First of all, the different “tools” are hidden in the work surface and are used in

the work steps when needed, i.e., they reduce complexity. The principle of the
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guillotine shears from a paper or metal workshop is integrated in the design, and the

rings on the top of old kitchen stoves are given new functions. For example, a

mixing bowl can be lowered, and stirring with one hand becomes possible. There

are many such situations, be it when making a telephone call, carrying a child in

your arm, or when there is not sufficient strength in the other arm.

By means of such tools, support for the motor movements of the hands is

provided and the exertion of force for these actions is minimized.

The design “Upside down” by Nicolas M€obius and Karen Olze has received

several awards in the “My way” competition and in the “Life dreams” competition

by IF Hannover (Industrie Forum Design Hannover). In the meantime, the work

has been integrated into the collection of the kitchen appliance producer Alno

(Fig. 4.8).

The title of the project “Living longer” stood for the demographic change in our

society. The greater life expectancy and the desire for independence in old age

require new products as well as new ways to use them. Here concepts and products

for living areas have been developed that meet the demands of elderly persons.

Design solutions were sought in which form and function are attractive to a wide

circle of users. The reading cushion “Time to read” by Lucie Gr€unzig and Sandra

Hirsch is an example. It is a symbiosis of static and textile elements, which makes

extended reading more pleasant. The book support with pull-out reading lamp can

be integrated into the cushion with a one-hand movement (Fig. 4.9). The weight of

Fig. 4.8 Kitchen photo sequence

Fig. 4.9 Cushion
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the book is reduced and the reader can then sit in a relaxed position. Reading in bed

becomes more comfortable for young and old.

Diploma theses have also been written on this research subject in addition to the

projects, for example, “My first Sony – investigations on the subject of easy

operation” by Christoph Eberle [18].

The fundamental thought was the fact that, with every new device, people often

reach the point where their initial curiosity and pleasure with their new possession

turns into helplessness. Thick instruction manuals, incomprehensible symbols on

the operating panel, and numerous multifunctional switches and pushbuttons frus-

trate the first-time user. As a rule, they are finally satisfied when they can manage to

handle some of the functions. Sometimes the device disappears back into the

cardboard box. The users often think the fault lies with them. Again and again

you hear the remark; “I am probably too stupid to do it.”

One result of this diploma thesis was to redesign an answering machine

(Fig. 4.10) with new, unconventional and easier operating elements [18].

One important aspect of the research project was to motivate and promote up-

and-coming designers, which was also the trigger for launching a professional

competition for young male and female designers. The “Alternative products for

a new elderly generation” competition was offered twice within the project.

The question posed was: what should technical products and devices look like

that meet the needs of elderly people and are at the same time also attractive for

many age groups? Students and recent graduates majoring in design and architec-

ture were asked to develop new products and concepts. Even minimal products

were submitted and received awards, for example, the “A-Button” by Antonia Roth,

which can be threaded through button holes more easily because of its formal

design, or concepts such as “Newspapers for listening” by Harald Kollwitz

(Figs. 4.11 and 4.12).

The concept provides for more social integration of elderly people in daily life,

but also offers other target groups interesting uses. That is why newspaper articles

are provided with individual barcodes. With the aid of a device you can call up an

article and the publishing firm can load it as an audio file onto the device. The user

Fig. 4.10 Answering

machine

58 K. Schmidt-Ruhland and M. Knigge



Fig. 4.11 The A-button

Fig. 4.12 Listening to newspapers
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Table 4.1 Overview of the articles presented in the sentha project

Title Contents Result

Image – age in images and

the image of age

Analysis of the age image as

depicted in advertising

(print media)

l Images do not correspond to the

self-image of elderly people
l They do not feel they are being

taken seriously
l They think depictions are

exaggerated (positive/

negative)
l Elderly prefer realistic images;

like to see themselves

pictured as part of different

generations
l They have a high regard for

positive values such as

knowledge, experience,

affluence

Small helpers – product

range and sales

channels in the market

for seniors

Analysis of products developed

especially for seniors

with regard to design,

functionality, and evaluation

of the attendant sales

channels

l The design of many products is

slipshod or old-fashioned and

does not appeal to elderly

people
l The solution to a deficiency is

almost always in the

foreground, lack of positive

reasons to buy the product
l Sales structures or forms of

presentation do not

correspond to the wishes or

the needs of elderly people

Digital productions –

stories of aging and

of things

Photo project in which

stereotypical ideas of age

are countered by the self-

image of elderly people

l Research of biographies, life

circumstances and objects

used
l Photographic production on the

basis of discovered

“histories”

Who rests gets rusty – on

the search for and

finding of short-term

parking spots

Design of products for public

spaces for resting, relaxing,

or putting aside one’s cares

“The bench” – The construction

site fence as chance to sit

down

My wonderful bathroom –

new bathtubs for old

users

New design solutions for

bathrooms that provide

support and take user habits

into consideration

“Sea saw” – bathtub and shower

in one

Handicapping –

speculating and

manipulating with

senses

Design of “tools” in order to

make aging capable of

being experienced and

comprehended

l Different “tools” that simulate

and represent individual

aspects, e.g., hearing, seeing,

feeling, smelling, moving
l Taking the representation of

change and positive changes

into consideration, not just

the deficiencies

Interdisciplinary cooperative

exercise between engineers

l Definition of age demands

(product quality, how

(continued)
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can then listen to the selected spoken text using headphones. This is not only

advantageous for people who can no longer see well, but also when one’s attention

is distracted, such as when driving [19].

Summary and Conclusion

In conclusion, we can state that the sentha project approach has proven to be

worthwhile. With the aid of a multistaged, cyclical (not linear) process and the

intensive integration of elderly users, solutions could be found that stood up to the

demands of universal design as well as our own demands on design.

In addition to participatory observation, the fundamental elements in this process

are the participatory elements such as user tests of the hypotheses, which produced

important feedback from the seniors’ trial actions. With this help we were able to

optimize, complement, and further develop our own ideas.

Table 4.1 (continued)

Title Contents Result

Designing crosswise – I’ll

do it. . . for elderly
people

and designers. Joint

redesigning of daily objects

convenient, safe, self-

explanatory, etc.)
l Design of numerous variations

(Products such as electrical

outlets, scissors, bags, etc.)

Living longer – changes in

living areas

Design of new solutions for

living areas that allow

adaptive methods of use

“Time to read” – comfortable

book support with integrated

reading lamp

“Upside-down” – aids for daily

action sequences in the

kitchen

“Upset” – chairs and sofas as aids

in getting up

My first Sony –

investigation on the

subject of “easy

operation”

Study on elderly-friendly

operating panels and

sequences

“My first Sony” – an answering

machine with intuitive

operation and tactile interface

Alternatives – products

for a new elderly

generation

Design competition with the goal

of enthusing up-and-coming

designers for the subject and

to offer a platform for good

designs

“A-Button” – a button that you

can close with one hand

“Footwear” – shoe with spring

mechanism that you can put

on and take off without

bending over

“Listening to newspapers” –

barcodes are scanned under

newspaper articles and the

corresponding article is read

aloud via the internet
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The research project clearly confirmed that elderly people did not like products

that were developed solely for the “elderly” or for “seniors.” They preferred

“solutions for everyone” and exactly that is possible by taking into consideration

the wishes and needs of the older user group in the process described in the

beginning. At the same time product attractiveness has to be achieved, which is

also of interest to other target groups. Therefore, emphasis should be placed on the

combination of good design and additional product advantages.

A very important task in the research project was putting the subject in the

curricula of the Design Department at the University of the Arts in Berlin. The

inclusion of this subject in courses can sensitize the younger generation to the needs

of the elderly. The theme “Design for the elderly,” as illustrated in the examples

above, can be integrated in an attractive and lasting manner by means of interesting

project work and by involving the “elderly person” user group in the process. In this

way new areas were and are being established and designers trained who are

specialized in products for elderly people and, as experts, will help in the future

to reduce present deficits in product development.

We see a very large need for participatory approaches in the future, such as user

tests in order to check products for their “demographic steadfastness” and to work out

suggestions for optimization. Only in this way can producers and service providers

make positive use of the challenges posed by demographic change. In doing so, the

innovative potential of such approaches should not be underestimated since new

concepts in the future, which will be of great interest to a wide target group, can

arise with the user-centered occupation with existing solutions (Table 4.1).
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Chapter 5

Leveraging Disruptive Innovations

for the Silver Market

Florian Kohlbacher and Chang Chieh Hang

Abstract Some researchers have proposed that the silver market might be an ideal

field of application for disruptive technologies and innovation, and that there are

important business opportunities in this market segment that could be leveraged

through them. This chapter builds and extends on this research (a) by analyzing how

changes in the external reality of the firm can create new opportunities for the

development of disruptive innovations and how R&D has to grasp and react to these

changes, and (b) by analyzing the important role of disruptive innovations in aging

societies. This chapter aims to contribute to the stream of research on the front-end

question of technology creation and the area of purposeful R&D to create disruptive

technologies. R&D should consciously match these with potential markets in order

to accelerate the pace of business growth through disruptive innovations by inves-

tigating R&D efforts for disruptive innovations catering to the needs of the

emerging market segment of the so-called silver market. The chapter also contri-

butes to the knowledge of analyzing disruptive potential in R&D activities, and

adds to efforts to clarify the concept of disruptive innovations in general. Finally,

we also aim to give recommendations to practitioners such as R&D and product

managers.

Introduction

The demographic challenge requires innovative responses from politics, business

and society. Drucker [1, 2] has even identified (changing) demographics as one of

the sources of innovation opportunities. In a more general sense, it has been argued

that the increasing importance of changes in the environment has to be embraced by

R&Dmanagement research and practice [3], and that – when looking “more closely

at environmental and structural factors” – “there are many neglected influences in

previous research that are relevant for the front end of innovation” ([4]: 488). The

demographic shift has already spurred the emergence of a new area of technologies,
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namely gero(n)technologies (e.g., [5]), but as of yet, this but touches the tip of the

iceberg of the needs and wants of aging consumers [6].

Some researchers have proposed that the silver market might be an ideal field

of application for disruptive technologies and innovation, and that there are

important business opportunities in this market segment that could be leveraged

through them [7]. This chapter builds and extends on this research (a) by analyz-

ing how changes in the external reality of the firm can create new opportunities for

the development of disruptive innovations and how R&D has to grasp and react to

these changes, and (b) by analyzing the important role of disruptive innovations in

aging societies. For this purpose, this chapter will look into both low-end and new

market disruptions. Due to the lack of previous research, our approach is rather

theory-building than theory-testing, and combines conceptual development with

explorative empirical research. Indeed, our theoretical reasoning is illustrated by a

number of explanatory cases of disruptive innovations for the silver market in

both Japan and India.

This chapter aims to contribute to the stream of research on the front-end

question of technology creation and the area of purposeful R&D to create disruptive

technologies. R&D should consciously match these with potential markets in order

to accelerate the pace of business growth through disruptive innovations by inves-

tigating R&D efforts for disruptive innovations catering to the needs of the

emerging market segment of the so-called silver market. The chapter also contri-

butes to the knowledge of analyzing disruptive potential in R&D activities (cf. also

[8]), and adds to efforts to clarify the concept of disruptive innovations in general

(e.g., [9]). Finally, we also aim to give recommendations to practitioners such as

R&D and product managers.

Disruptive Innovations

The theoretical framework of this chapter is based on Christensen’s concept of

disruptive technologies and disruptive innovation [10–13]. Under the disruptive

innovation framework, Christensen differentiates sustaining innovation and dis-

ruptive innovation based on technological performance and market segmentation

[10, 12]. In sustaining innovation, technologies are developed to help companies

sustain their growth in the existing or established marketplace to ensure market

growth and domination. The focus is on improving the performance of current

products or services. Disruptive innovations occur once in a while when new

technologies are available which have lower performance initially but may be

attractive to certain markets owing to some features which are not valued by the

established marketplace. As they typically under-perform the established products

in the mainstream market when introduced, they are largely ignored by the

incumbents. The technologies are typically cheaper, simpler and frequently

more convenient to use; and are applied by entrepreneurial firms to create
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products at the low-end or new products in a new market. Once they establish a

foothold in the low-end or new market, their performance could continue to

improve over time toward meeting the performance requirement of mainstream

customers. When the mainstream customers switch from the existing products,

such technologies/innovations would disrupt the established players and create a

new dominant design [14].

In short, the disruptive innovation theory points to situations in which new

organizations can use relatively simple, convenient, low-cost innovations to create

growth and triumph over powerful incumbents [10, 12, 13]. The theory holds that

existing companies have a high probability of beating entrant attackers when the

contest is about sustaining innovations. But established companies almost always

lose to attackers armed with disruptive innovations. Figure 5.1 illustrates the

disruptive innovation theory.

Note that disruptive innovations introduce a new value proposition, as they

either create new markets or reshape existing markets [13]. This is why we can

distinguish two types of disruptive innovations: low-end and new-market. The first

type is good-enough performance and low-price innovation, serving in existing,

low-end markets [14]. These low-end disruptive innovations can occur when

existing products or services are “too good” and hence overpriced relative to the
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value existing customers can use [13]. The second type is good-enough perfor-

mance and low-price innovation, serving in new markets [14]. These new-market

disruptive innovations can occur when characteristics of existing products limit the

number of potential consumers, or force consumption to take place in inconvenient,

centralized settings; in short, they bring consumption to “nonconsumers” or “non-

consuming contexts” [13]. Successful new-market disruptive innovations follow

two patterns: either (1) they introduce a relatively simple, affordable product or

service that increases access and ability by making it easier for customers who

historically lacked the money or skills to get important jobs done, or (2) they help

customers do more easily and effectively what they were already trying to get done,

instead of forcing them to change behavior or adopt new priorities [13]. It is

important to note, however, that many disruptions are dual-focused, i.e., both

new-market and low-end approaches could be used together [12]. As a matter of

fact, it is rather difficult to find pure low-end disruptive innovations, and many of

them are new-market creations.

With the attractiveness of disruptive innovations and the maturing of research on

the theory, some attention has recently been paid to the front-end question of

technology creation [15]. Indeed, Christensen’s framework focuses on the role of

business models, leadership, marketing and the commercialization process of new

products from disruptive technologies, without further deliberating on the techno-

logical aspect of disruptive innovation. One new research track [15] has therefore

been proposed in the area of purposeful R&D, to create disruptive technologies and

then consciously match them with potential markets in order to accelerate the pace

of business growth through disruptive innovations. We propose here that the silver

market might be an ideal field of application for such an approach. Before moving

on to the detailed discussion of disruptive innovation and the silver market, we shall

define the term disruptive technology, following Yu and Hang [17]: “disruptive

technologies are technologies which enable a product to have features suitable for it

to be used in conjunction with the new business model that altogether leads to

disruptive innovation”.

In sum, Christensen’s concept of disruptive technologies and disruptive innova-

tion [10, 16] has raised the attention of academic scholars and business practitioners

alike. While the literature has addressed many aspects of disruptive innovation from

business model innovation and organizational management perspectives, discus-

sions of the R&D processes behind disruptive innovations and technologies and

their purposeful creations are still scarce (cf., e.g., [17]). Indeed, Christensen’s

framework focuses on the role of business models, leadership, marketing and the

commercialization process of new products from disruptive technologies, without

further deliberating on the technological aspect of disruptive innovation. But with

the attractiveness of disruptive innovations and the maturing of research on the

theory, some attention has recently been paid to the front-end question of technol-

ogy creation and the area of purposeful R&D to create disruptive technologies and

then consciously match them with potential markets in order to accelerate the pace

of business growth through disruptive innovations [15, 18].
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Disruptive Innovations for the Silver Market

Demographic changes have led to an increased life-span over which products and

services are demanded and consumed. However, these products may be generic/

universal, in the sense that they are demanded and consumed – more or less –

independent of age. It might just be the case that there is a higher demand, because

elderly people – such as retired baby boomers for example – may have sufficient

time and affluence to consume. Indeed, there are customers who have not had the

money, time, etc. to use/consume certain products and services. In this case, the

disruption usually does not come from completely new products but from adapted

existing products with new benefits such as convenience, customization, or lower

prices. Another implication of the demographic shift is that changing conditions in

people’s life and health give birth to new, unprecedented needs and wants. People

go through different stages in their life course, and have to adapt to changing life

conditions in the form of life event experiences that create physical, social and

emotional demands and circumstances [19, 20]. This means that products

and services need to be adapted or newly developed to respond to changing needs

and demands.

Building on Christensen’s framework described above, we propose the follow-

ing two potential applications of disruption in the context of the silver market. Note

that – as was mentioned above – in reality most disruptive innovations are dual-

focus, combining new-market and low-end approaches.

1. Low-end disruption: there are customers at the low end of the market who would

be happy to purchase a product with less (but good enough) performance if they

could get it at a lower price. Indeed, older consumers and workers are often

overburdened by complex products, and find it too difficult to use technology.

2. New-market disruption: there are customers who have not had the money, time

etc. to use/consume certain products and services. In addition, changing condi-

tions in people’s life and health give birth to new, unprecedented needs and

wants. Products and services for the silver market have to help potential custo-

mers get a job done that they have always been trying to get done – but have not

yet been able to do in a simple, convenient and/or affordable way.

In summary, disruptive innovations for the silver market are expected to mainly

target nonconsumption, and help to support and enrich elder people’s life and work.

We will now discuss each of these disruptions in turn.

Low-End Disruption

With scientific progress advancing at an unprecedented pace, the second half of the

twentieth century and the beginning of the twenty-first century have experienced

enormous advances in all kinds of technological fields. This has opened
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possibilities for ever sophisticated products and functions, high speed and perfor-

mance. Whereas innovators, adopters and lead users have usually been quite swift

in adopting new technologies and innovations [21–24], experience tells us that

elderly people often tend to be laggards or even absolute nonconsumers, as they

reject new technologies and innovations as too difficult and complicated to under-

stand and use (note that Rogers ([22]: 288), however, in his theory of the diffusion

of innovations, assumed that age would not affect the adoption of innovations, i.e.,

that earlier adopters are no different from later adopters in age). A case in point is

mobile phones for example. Most mobile phones nowadays have a wide range of

functions – camera, games, internet connection, etc. – that go far beyond the

functionality of simply making phone calls. In addition, the size of keys and

characters on screens gets smaller and smaller, making them difficult to use for

elderly people with impaired vision [25]. Low-end disruptive innovations – which

by definition are good-enough performance and low-price innovations serving in

existing, low-end markets – would offer two major benefits here. First of all, the

good-enough performance aspect would help to solve the problem of overly high

complexity and unnecessarily elevated performance, but instead focus on the core

value proposition of the product or service. This supposedly would make the new

technology/innovation for the first time available for consumption to elderly

people. The second benefit comes from the low-price aspect, which supposedly

further lowers the financial burden to purchase/consume, especially in the case of

often risk-averse elder consumers. Note that this good-enough performance – easy-

and-safe-to-use – and low-cost advantage also becomes increasingly important for

the B2B sector as the workforce of organizations is also aging. Older workers and

employees progressively will need appropriately designed and easy-and-safe-to-use

machinery and equipment.

New-Market Disruption

In the case of new-market disruptions, it is important to compete against noncon-

sumption rather than to compete against consumption [13]. In the case of the silver

market, we can think of two basic scenarios where consumers could be turned from

nonconsumption to consumption. First, in many cases of new-market disruptions

for the silver market, there was no market and consequently no consumption

because of two reasons. First, people lacked the time and money to consume certain

products and services they wanted. When they were still working, they were too

busy, were trying to accumulate wealth, support their children, build a house, etc.

All of these have restricted their temporal and financial resources. The life-span

after retirement used to be rather short and accumulated wealth scarce, and thus

there was not much leeway for consumption. Now, with high life-expectancy and

good financial conditions, unprecedented needs and wants emerge and can be

satisfied for the first time. Second, also because the life-span after retirement used

to be rather short and because elderly people were usually supported by their
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children and/or other relatives, the need for supportive devices, universal design

products, “gerontechnologies” and the like was not that urgent. With elderly people

living longer and longer, and becoming ever more dependent on themselves, a new

market for these kind of supportive devices and services emerges. In this case, there

had actually been consumption; however a nonmarket one, as people consumed the

“services” through their relatives and friends. New products and services from the

market now (partly) compete against this consumption.

Second, changing conditions in people’s life and health give birth to new,

unprecedented needs and wants. This is especially obvious in the areas of support-

ive and medical devices and other so-called “gerontechnologies” (technologies to

support geriatrics), products with universal design, and services – e.g., financial

services, insurance, etc. – especially adapted to the needs of the elderly. These

products and services need to be designed especially for the particular needs and

wants of elderly people [26, 27]. Obviously, many of the existing products and

services do not attend to the specific needs and wants of the elderly. Here again,

new-market disruptive innovations could be leveraged to bring consumption to

“nonconsumers” or “nonconsuming contexts.”

Dual-Focus Disruption

As was mentioned above, in reality most disruptive innovations are dual-focus,

using both new-market and low-end approaches. This means that they target both

overshot customers with less complexity, performance, functionality in traditional

terms of measurement and/or lower-cost business models, as well as nonconsump-

tion, i.e., those customers who have never used such a product because they

perceived it as too complex, difficult-to-use and/or expensive. Since some custo-

mers in the silver market are looking for easy-to-use, good enough performance and

others – who are financially not so well-off due to a lack of savings and small

pensions for example – looking for cheaper deals (with good enough performance),

dual-focus disruptive innovations have the potential to reach both of these types of

gray consumers.

Examples/Cases

One example of a disruptive innovation for elderly consumers in the cell phone

market is NTT Docomo’s “Raku-Raku” (Easy-Easy) phone, with its strong empha-

sis on usability, including easy-to-read fonts, keys, and functions. Mobile phone

carrier NTT Docomo had it developed by a supplier and brought it onto the

Japanese market for the first time in 1999. In 2009, the sixth generation of

the Raku-Raku phone was introduced, boasting accumulative sales of more than

17 million handsets since its initial market introduction. The Raku-Raku phone
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family consists of different models, starting from the simple “basic” version and

featuring also more sophisticated models with GPS, video telephony and other

advanced functions. However, all models share the strong focus on usability. In late

2008, Fujitsu introduced the Raku-Raku PC for senior citizens, which is also

designed to be easy to use. Indeed, the notebook and PC versions are both specifi-

cally designed to make computing easier for the senior population or any novice

computer user: letters on the keyboard are enlarged for easier viewing, vowels and

often-used letters are color-coded for easy identification, a “one-touch button”

located above the keyboard lets users change the screen resolution, open FAQ

software, control volume with a single touch, commonly used functions such as the

Internet and email are easily accessible via a special menu, and preinstalled Internet

search software supports users who struggle with character input by enabling them

to progress through a search by clicking the mouse. The notebook and the PC come

with a 1-year service bundle, which offers users a special hotline with guidance and

remote inspection of the PC/notebook. Both the Raku-Raku phone and the PC/

notebook target overshot/overburdened customers as well as nonconsumption.

Another interesting example is Nintendo’s new game console Wii. The disrup-

tive innovation is the new controller which can detect and transmit the movements

of the players directly into virtual reality and thus leads to an absolutely new

experience of video game playing. As is typical for disruptive innovations, the

new technology still underperforms the competitors’ products in terms of speed and

screen resolution. Nevertheless, it has successfully disrupted the market and given

Nintendo a great lead over Sony and Microsoft. In addition, Wii has helped

Nintendo to tap into new customer segments and compete against nonconsumption,

especially as far as women and elderly people are concerned. In a strict sense, we

could argue that in creating the Wii, Nintendo augmented a sustaining innovation

with a disruptive feature so that the product still also appeals to their existent,

mainstream customers. Moreover, Wii is really transgenerational and enables a

whole family or people of all ages to enjoy the game together and jointly. It is a

success story of transgenerational design, ageless marketing and disruptive innova-

tion at the same time.

In the field of transportation, electric bikes like those offered by Ampere Vehicles

Pvt. Ltd in India is an example of a transgenerational disruptive innovation. In

comparison with traditional motorbikes, the speed is lower (less than 40 km/h) and

it is thus safer and easier to ride. The e-bikes are affordable (similar capital cost to

gasoline motor-bikes, but electricity bill is 1/10 of fuel cost), and in the case of the

three-wheeler model the stability offered improves both safety and convenience,

especially for elderly people. Ampere Vehicles hopes to apply the technology also

to motorized wheelchairs, and thus lower the price for them substantially. With its

e-bikes, Ampere Vehicles targets both the youth market segment and elderly

citizens and disabled people. In the latter case, the products are mass-customized

to fit the individual needs of the driver.

Finally, in the field of gerontechnology, the mental commitment robot Paro is a

case in point. Mental commitment robots are developed to interact with human

beings, and to make them feel emotionally attached to the robots. Rather than
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using objective measures, these robots trigger more subjective evaluations, evok-

ing psychological impressions such as “cuteness” and comfort. Mental commit-

ment robots are designed to provide three types of effects: psychological, such as

relaxation and motivation, physiological, such as improvement in vital signs, and

social effects, such as instigating communication among inpatients and caregivers.

Paro was developed at the National Institute of Advanced Industrial Science and

Technology in Japan and is modeled after a baby harp seal. It is covered with soft

artificial fur to make people feel comfortable, as if they were touching a real

animal. Research indicates that Paro has positive effects – psychologically, phys-

iologically and socially – on elderly people in nursing homes, especially those

affected by dementia [28, 29]. Paro is selling successfully in Japan as well as other

countries. The cost is reasonable (at least for institutions, but there is also a rental

service for individuals) and the features good enough. It competes against non-

consumption. It cannot compete with a real animal, but it can be used in hospitals,

nursing homes, etc. It is transgenerational (it is also used in pediatric therapy and

educational institutions for children, for example), and it does not try to fully

emulate a real animal (i.e., it only emulates the functions necessary for the

therapy, like reactions to patting, etc., but it does not walk, etc.). In comparison

with art therapy, music therapy and animal therapy – all of which require well-

trained therapists, and in the case of animal therapy safety and sanitation are

issues – and learning therapy – which requires patient effort for continuation – as

well as pharmaceutical treatment – which has side-effects – robot therapy using
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Fig. 5.2 Case comparisons (Source: authors’ own illustration)
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Paro is safe, convenient, and does not require special skills, places, or other tools

[28, 29]. In the case of therapy, Paro is a new-market disruption. However, Paro is

also used as a substitute for pets by elderly couples in Japan. Here, the disruptive

innovation is dual-focus, as it targets both those customers overshot/overburdened

by a real pet, as well as those who may keep a “pet” (i.e., Paro) for the first time as

real pets were too cumbersome for them to keep or were not allowed in their

mansion/apartment, etc.

All of the examples/cases that we have looked at in this section are basically

dual-focus disruptions that potentially could target the low end of the market as well

as creating a new market. However, the focus of most of them can probably be seen

as lying on the new-market side, targeting nonconsumption. Overall, this seems to

be the most viable approach in disruptive innovations for the silver market. Many

elderly customers in the silver market are experienced consumers and are often

apprehensive of low-end products. Hence good design, affordable pricing, ease-of-

use are essential features. In addition, the strategy of augmenting a sustaining

innovation with a disruptive feature, as we have seen in the Wii case, could be a

new, viable pattern of disruptive innovation for the silver market. Figure 5.2 shows

a case comparison along different dimensions.

Summary and Conclusion

Our research shows that (1) changes in the external reality – e.g., demographics – of

the firm can create new opportunities for the development of disruptive innovations,

(2) the silver market is an excellent field of application for low-end disruptions, as

elderly customers will increasingly demand just good-enough performance – easy-

and-safe-to-use – and affordable products and services, (3) the silver market is an

excellent field of application for new-market disruptions, as elderly customers will

increasingly demand new products and services they had not demanded or had not

been able to demand before, (4) the silver market is an excellent field of application

for both low-end and new-market disruptions, (5) in practice, most of the disruptive

innovations for the silver market will be dual-focus, with a bias for new-market

applications, (6) transgenerational and ageless products and services (solutions) are

an excellent field of application for disruptive innovations, as elderly customers will

increasingly be interested in consuming the same products and services as other age

groups, and will increasingly demand to consume them jointly with other age

groups, and (7) R&D has to grasp and react to this new market reality by adapting

its processes and activities, in order to leverage the potential of disruptive innova-

tions and technologies for aging societies.

Christensen’s theory of disruptive innovation is a powerful framework for

analyzing innovation and industry change. In this chapter, we have applied the

theory to the emerging silver market phenomenon as an implication of the shift in

demographics around the world. As we have shown, there are important business

opportunities in this market segment that could be leveraged through disruptive
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technologies and innovation. We argue that this would actually benefit companies

and customers alike. Firms should be careful not to exclude those customers at the

bottom of the innovation pyramid, not only because – as is the case with many baby

boomers – the fortune at the bottom of this pyramid is enormous, but also because

of corporate social responsibility, as they can benefit both individuals and societies

with “gerontechnologies” and related products and services. Indeed, the need to pay

attention to potential adverse social (and other) side-effects of disruptive technol-

ogies has been pointed out recently [30]. Analogically, we would like to emphasize

the potential positive social side-effects of disruptive innovations, and urge more

research on this important topic.

The above discussion indicates strong needs for further research, both academic

and company-based. The goal of such research should be to look at and analyze

major stages in the development process of disruptive innovations for the silver

market, including the purposeful creation of suitable disruptive technologies. These

stages are reiterative and can be overlapping, and basically consist of:

1. Market research/investigations: how can the – often latent or not yet existing –

needs and wants of elderly people be identified?

2. Product development: how does the product development process for disruptive

innovations work? How can (potential) customers be integrated into the devel-

opment process? How should R&D be planned to accelerate the development of

suitable disruptive technologies for this market?

3. Business model creation/marketing: how can profitable business models be

developed for disruptive innovations? How can the silver market effectively

be targeted? How does “silver” marketing work?

4. Transgenerational design and ageless marketing: how can transgenerational

design and ageless marketing be effectively developed and leveraged for dis-

ruptive innovations? How do they differ from age-related solutions?

As pointed out above, Christensen’s research has so far focused mainly on the

business model of disruptive innovations, and taken the technology/ product as

given. Future research needs to crack open the black box of the disruptive innova-

tion process and shed some light on how disruptive innovations for the silver market

evolve and can deliberately and actively be developed and managed. In addition, a

redefinition and reconceptualization of the distinction between low-end and new-

market disruptions may be in order. As we have shown, most of the examples from

the silver market were the new-market type. Consumers may be interested in low-

end in the sense of simplicity, affordability and ease-of-use, but probably not in the

sense of lower-quality, cheap-looking products. This means that firms had better

position them as new-market disruptive innovations. Design and appearance might

play an important role here, a topic that has not really been looked at in connection

with disruptive innovations. Of course, all this may also depend on the market in

question, i.e., there are supposedly big differences, for example, between emerging

markets like China and India and more mature markets like Japan. This means that

while the overall approach may basically be the same in most markets, fine-tuning

based on detailed market research will be necessary in each individual market.
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Chapter 6

Gerontechnology for a Super-Aged Society

Ryoko Fukuda

Abstract Various rapidly developed technologies are supporting the daily lives of

younger users, but have left older adults behind. However, in a super-aged society,

technologies could (and should) contribute to helping older adults maintain inde-

pendent lives. The chapter introduces “gerontechnology,” which means the study of

technology and aging, for the improvement of the daily functioning of the elderly.

Through such means as behavior observation, eye tracking, and the subjective

evaluation of participants in a daily situation, the difficulties older adults encounter

in using technologies are clarified, and products aimed at the elderly are designed

and produced based on the obtained data. More empirical studies are still required

to verify the effectivity of products aimed at the elderly. At the same time, efforts

should be made to help more people become familiar with gerontechnology.

Introduction

Japanese society has aged rapidly and has now become a “super-aged” society.

Parallel to the rapid growth of an older population, various technologies have been

developed at high speed (in support of the era of rapid economic growth of Japan).

Modern high technologies have been developed aimed mainly at younger users by

younger developers. Both hardware and software were therefore developed to

accommodate the functions and needs of younger adults. However, such technol-

ogies are frequently not so useful for older adults, as the needs and functions of

older adults are different from those of younger adults. For instance, most younger

adults have no problem using a mobile phone, whereas older adults often experi-

ence great difficulties: small buttons that are difficult to press, a small display that is

hard to look at and read, a ring tone that is hard to hear, and menus that are very

complicated and difficult to operate. Due to these difficulties, many older adults still

shy away from mobile phones. It is hard to imagine that older adults over 90 use

high technologies such as computers without experiencing any difficulties. Put

bluntly, current technologies leave older people behind.
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This phenomenon is common in most developed countries. Although the speed

of aging and that of technology development in other countries are different from

those in Japan, many older adults in these countries likewise have great difficulties

in using modern technology products. Technologies are developed to support

human beings and improve our lives, and this should also be true for older adults.

The development of technical products that take into consideration the needs of

older adults is one of the most important tasks in our highly aged society, a task that

can be addressed using gerontechnology.

What Is Gerontechnology?

“Gerontechnology” is a composite word combining gerontology and technology,

which means the study of technology and aging for the improvement of the daily

functioning of the elderly [1]. Since the term “gerontechnology” was coined by Jan

Graafmans in 1989, many studies have been carried out with the help of older

participants and respondents.

Gerontechnology covers very wide areas of research. Technology and aging here

encompass terms such as research, design, manufacturing, and marketing [2].

Studies in gerontechnology can be divided into several groups. The first group

tries to clarify the characteristics of older adults and the difficulties derived from

these characteristics. Understanding the differences between younger and older

adults helps us know how to show consideration to the decline in functions experi-

enced by older adults. The second group includes studies on products or environ-

ments aimed at older adults. Based on data from studies in the first group, products

aimed at older adults compensate for age-related declines in abilities and enhance

the functions of older adults. Through observations of older adults using such

products, their effectivity is verified. Technologies and training that prevent age-

related declines in functioning are also investigated in gerontechnology. For the

elderly whose functions have unfortunately declined and become impaired to the

extent that some care is required, support technologies both for care-receivers and

care-givers should be provided.

It remains unclear why many older adults still face difficulties in using technol-

ogies, given that gerontechnology is aimed at improving the daily functioning of the

elderly. One reason may be that many problems still remain for older adults.

Gerontechnology is a new research area, and experiments with and surveys on

older adults sometimes require more effort than is the case with young participants.

Recruitment of older participants is difficult, because younger researchers have no

connection with the older population in general. It takes also more time to have

participants understand their tasks in experiments or surveys. In addition, one

supposes that gerontechnology is still largely unknown, both for older and younger

adults. In fact, most of the students attending the author’s lecture on gerontechnol-

ogy as well as older participants in the author’s experiments were not aware of the

term “gerontechnology.” In order to make readers of this book more aware of
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gerontechnology, this chapter introduces some topics on research works in geron-

technology, mainly aimed at promoting “healthy” or “independent” older adults.

Age-Related Decline

Studies aimed at identifying the differences between younger and older adults in

daily situations show declines in various functions through the aging process [3, 4].

Basic knowledge about age-related declines in functioning has already been shared

in gerontology and summarized in various other books [5–8]. Key findings on age-

related changes in perceptual, cognitive, and movement control factors show that

with regard to sensory and perceptional functions, taste and smell show age-related

declines, and perceptual thresholds for temperature and vibration are increased.

Auditory declines are especially common for high-frequency sounds. Visual acuity

declines, glare becomes more problematic, dark adaptation slows, breadth of visual

field decreases, visual processing speed slows, and perceptual flexibility declines.

With regard to cognition, a decline in working memory is generally more obvious

than in semantic, prospective, and procedural memories. Older adults are slower

and less successful at acquiring new procedures compared to younger adults.

Selective attention and dynamic attention both show age-related declines. The

rate of information processing is slowed if a task is complicated, and the perfor-

mance of older adults in coordinating multiple tasks is worse than in younger adults.

Spatial cognition declines with age, whereas language comprehension remains

intact, unless inferences are required and working memory is overloaded. With

regard to movement control, older adults respond more slowly, and move less

precisely and with greater variability than younger adults [5].

Sometimes quantitative data regarding age-related decline are needed in the

design process. The data provided in Steenbekkers and van Beijsterveldt (1998)

are one good example of a set of data for designing products for older adults [9].

In addition, ISO/TR 22411 “Ergonomics data and guidelines for the application

of ISO/IEC Guide 71 to products and services to address the needs of older persons

and persons with disabilities” also provides plenty of base data for design guide-

lines [10].

The problem is that the above-mentioned data were mainly collected in a

controlled laboratory setting. In gerontechnology, however, it is essential to clarify

to what extent age-related declines are observed as well as their influence on the

behavior of the elderly in a daily situation. In order to develop a variety of

technologies and products designed in consideration of older adults, experiments

that take this into account are required. Below, difficulties encountered by older

adults with regard to home appliances and information and communication tech-

nology (ICT) are discussed from a gerontechnological aspect, based on experi-

ments. Ideas to diminish the difficulties that are already implemented in

commercial products will also be introduced.
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Gerontechnology for Home Appliances

Modern home appliances are now highly developed and offer various “useful”

functions. This tendency is especially strong in Japan. Home appliances with

“additional” “useful” functions, such as microwave ovens which offer huge variety

of cooking menus, washing machines with disinfection function, or rice cookers

with voice guidance, are made by Japanese companies. However, such home

appliances are frequently difficult to use for older adults. The more menus there

are, the more buttons there are. As space for buttons on a device is limited, the size

of each button decreases. From a gerontechnological perspective, a minimal

required button size and spacing between them, in consideration of the physical

functions of older adults, needs to be agreed upon. Likewise, the force required to

depress a button should not exceed that which can be applied by an older adult; and

so as to give effective feedback, a minimal required force to feel a tactile response

should be considered. The legibility of text or symbol on each button and display

should be secured by adjusting the contrast, luminance level, font size and typeface

to suit the visual functions of older adults. Recommendations for each element have

already been provided based on experimental studies [11, 12].

With regard to highly developed home appliances, difficulties with the associated

software are more critical than the above-mentioned difficulties with hardware. The

problem is related to the selection of menus and the sequence of task accomplish-

ment. If they are different from the mental model of users, it leads to confusion. As

experimental studies on this aspect [13] are not frequently undertaken, the behavior

of older adults in such a setting was analyzed using a simulated user interface for a

rice cooker [14]. The rice cooker is one of the most common home appliances in

Japan, and is used by many older adults. The modern rice cooker even has menus for

baking cakes and making yogurt, so users need to select the appropriate cooking

menu from of a large array of menus. In the experiment, participants were asked to

select a particular rice cooking menu and set the timer using four interfaces. During

task accomplishment, the participants’ eye movement and behavior were recorded.

At the same time, physiological measurements were taken to evaluate stress objec-

tively. The results clearly showed that similar-looking buttons caused confusion

among older users. In the trial, using the interface that including a “menu” button

and a “course” button, many participants looked at first one and then the other of

these two buttons several times. When the participants were comparing these two

buttons, their galvanic skin response (GSR), which was employed as a stress index,

increased. In interviews after these trials, participants said they were confused by the

two buttons being similar. It was unclear for them which button should be used to

select a specific rice cooking menu. Participants were also confused when they

pressed a button and the rice cooker interface gave a feedback different from that the

participants had expected. These problems were related to cognitive functions, and

they could be discovered only in the context of use.

Even in the case of a simple home appliance, it is still difficult to show its

functionality. In another experiment, the behavior of older adults using a blood
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pressure monitor was observed [15]. The blood pressure monitor tested was of a

type that requires that users need only insert their arm into a cuff for correct

monitoring, as the device provided support to maintain a proper posture for moni-

toring. In use, the device requires that users first open the cuff by pressing a button,

and then insert their arm into the cuff. In the experiment, many participants tried

to insert their arm into the device without opening the cuff, and they were

confused with the problems they then encountered. The reason was that when

the participants looked at the device, there was no indication that the cuff needed

to be opened, and they did not see a button that would prompt them to do so, so

they immediately tried to insert their arm into the cuff, unaware that it needed to

be opened first. Although the button to open the cuff was colored orange and was

distinctive, it was positioned on the opposite side of the device from the user, so that

it was hard to find in the context of use. On the other hand, the “power” button and

“measure” button were very large and easy to find, and the large display provided

good legibility, and these features helped older participants during the trials.

These two studies show the importance of observation of older adults in the

context of use. By means of experimental studies that investigate usage from

information perception to action, the difficulties encountered by older adults can

be comprehended as a whole.

Gerontechnology for ICT Products

Speaking generally, the current generation of older adults has great difficulty using

ICT products, as many of them started to use such technological products after

retirement. ICT products are far more complex than home appliances. A mobile

phone offers not only a verbal communication function, but also messaging or

e-mailing, a Web browser, camera, music player, television, scheduler, address list,

etc. At the same time, the body is made compact for ease of carrying. The smaller

the mobile phone’s body, the smaller the screen and buttons. As with home

appliances, there exist difficulties with hardware – which is critical for older

users. The multifunctionality of mobile phones leads to another difficulty for

older adults: they cannot find the function they desire. As the number of buttons

that can be installed is limited, each button functions differently according to

context. In addition, the key to understand how buttons function is displayed on a

small screen, and it is hard to read and understand.

As older adults tend to use only a limited number of functions, mobile phones

providing verbal communication only came to the Japanese market a few years ago,

and they were successful in sales. “Tu-ka-S,” which was one of such simple mobile

phones, had top sales among all models of Tu-ka (Japanese mobile phone provider)

for 1 year. Recently, demand from older adults for popular mobile phone features

such as e-mail and a camera have increased. To meet these demands, mobile phones

that enable easy access to frequently used functions were developed. In consider-

ation of older adults, some of them have a pedometer function. In another model,
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battery-charging information is sent to a server, so that the user’s family can

remotely monitor the user by checking the battery-charging history. These types

of mobile phones, designed with older adults in mind, have sold well for a long

time – especially to older adults. These types of mobile phones have created a niche

segment for themselves within the mobile phone market.

Another solution for difficulties with small buttons and complicated functions

is the introduction of the touch screen. Since the iPhone was thrown into the

market, the introduction of the touch screen to mobile phones has been acceler-

ated. A touch screen displays only the buttons necessary in each context, so that

an adequate individual button size is ensured, and difficulties in locating the

required button are reduced. However, the fact that a touch screen provides no

tactile feedback may cause other difficulties for older adults. As the haptic

function of older adults declines, further consideration is required to confirm

whether mobile phones equipped with a touch screen are really useful for older

adults.

The use of computers by older adults is gradually increasing. However, difficul-

ties with operating the keyboard and mouse, looking at visual information such as

text and icons on the computer display, and using application software still keep

older adults away from computers. Difficulties with keyboards are related to

problems in distinguishing the keys. Keyboards with large labels on the tops of

keys or differently colored keys help to distinguish keys. With regard to the mouse,

older adults have problems with understanding the relationship between the move-

ment of the mouse on a desk or table and the movement of the mouse cursor on the

display. In order to solve this problem, gain of mouse should be accommodated to

functionality of forearm or hand of older users. Similarly to the case of mobile

phones, the introduction of a touch screen is also effective here because elements on

the display can be pointed at directly using the finger. Since Windows 7 appeared

on the market, the number of computers equipped with touch screens has increased.

One of them is Fujitsu’s “RakuRaku PC” (see Chap. 1 in this book). In addition to a

touch screen, keys are labeled with large characters or symbols and colored

differently for easy identification, “one-touch keys” to access frequently used

functions are provided, and a mouse with differently colored buttons and whose

form fits to the hand show the consideration given to hardware. In terms of

software, various efforts have been made to make applications easy to use. Fre-

quently used functions are brought together in a special menu. Individual functions

are represented by a large button, so that touching or clicking on them is easy. For

easy input, in addition to a conventional screen keyboard based on QWERTY

keyboard layout, a screen keyboard arranged in order of Japanese kana characters

is provided. A support service is also offered, so that older adults can use computers

free from any anxiety.

Along with home appliances and ICT products, a verification of the effective-

ness of technologies aimed at the elderly is frequently discussed in relation to

mobility and transport, health and home care, housing, etc. In recent years, there has

been a focus on robotics that support older adults, or games enhancing physical or

mental aspects of older adults.
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Existing Products Aimed at the Elderly in Japan

As shown by the above-mentioned examples, generally speaking, products

designed for the elderly should be easy to see, hear, operate, and understand [5].

More detailed points of consideration for seven different fields with regard to

sensory, cognitive, and physical functions and allergy are summarized in ISO/

IEC Guide 71 “Guide-lines for standards developers to address the needs of older

persons and persons with disabilities” [16]. The already-mentioned ISO/TR 22411

“Ergonomics data and guidelines for the application of ISO/IEC Guide 71 to

products and services to address the needs of older persons and persons with

disabilities” also provides design guidelines based on data, which is provided in

the same technical report [10]. ISO/IEC Guide 71 is translated into Japanese (JIS Z

8071), and 26 separate JIS standards with regard to elderly and disabled persons

have already been published (as of September 27, 2010). The product areas here are

consumer products, packaging and receptacles, clothes, housing appliances, public

restrooms, vending machines, visual signs and displays, braille signs and tactile guide

maps, and information/communication equipment, software and services.

Products particularly tailored for the elderly are frequently called “universal

design” or “barrier-free” products in Japan. As the “barrier-free” concept mainly

concerns impaired people, “universal design” is misunderstood as a similar concept

to “barrier-free” by many people. Based on the JIS standards mentioned above, a

wide range of packages, ICT, and building elements such as toilets, have been

produced. However, they are produced not solely designed for older adults, but also

for physically impaired people. Therefore, the needs of “healthy” elderly users in

particular are not well fulfilled. It is assumed that information about such products

is not sufficiently provided to the elderly. Although there are some databases on

products targeting the elderly in Japan (e.g., Accessible Design Foundation of

Japan, Welfare Channel, and Home Care and Rehabilitation Exhibition), most of

the elderly are still unfamiliar with the use of databases, so that they have a minimal

chance of accessing such information. In addition, it is unclear whether these

products are appropriate for the elderly. What do elderly people think about such

products, and what kind of needs do they have? Answers to these questions need to

be addressed in order to develop products that truly cater to the needs of the elderly.

Do Older Adults Really Need “Elderly-Aimed” Products?

As mentioned above, many studies have shown that special consideration with

respect to older adults is required for the development of technologies and products.

In addition, many products that take older adults into consideration have been

produced. However, a report on products aimed at the elderly, which was published

in 2004 by the Japanese Ministry of Economy Trade and Industry, showed that only

a small percentage of elderly respondents intended using such products, and gave
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the reasons why they found such products unnecessary [17]. This begs the question:

do older adults really need “elderly-aiming” products?

The author can respond affirmatively to that question, based on a questionnaire

[18]. Respondents were asked about 18 products designed for the elderly: how

important they found the individual features of those products, whether they had

known about the products, would they like to use or purchase the products, etc. The

results showed that most of the products were unfamiliar to the elderly – except a

washing machine and a mobile phone without e-mail or any other Internet functions

which were frequently advertised on television. On the other hand, an interest in or

willingness to use such products among older adults was confirmed. In fact, when

the author introduced such products to older adults, many reacted positively to

them, saying: “I didn’t know there was such a useful product! Where can I get this?”

This means that more information needs to be provided to older adults.

As an information resource, information provided by friends, sales clerks in

stores, or members of the community, and articles in newspapers and magazines

were preferred over advertisements on television or on the Internet. Television

commercials can be a trigger to make people aware of products, but more detailed

information needs to be given, either by person-to-person communication, or in

print media. Databases would be efficient in providing comprehensive information

about such products, but at present they are not familiar information resources for

older adults, being more useful for today’s younger adults and the older adults of

the future.

Required features were different among products. For instance, a cordless

vacuum cleaner was regarded as good because its weight was light, so that it did

not require too much strength to operate it, and there was no danger of tripping over

a cord. In the case of cellular phones, legibility of the display and audibility of the

caller’s voice were the most important factors among the respondents, whereas

video call or reading mail aloud functions were less important to them. These

results suggest that the features that facilitate the use of essential or the “original”

functions of a product are important for older adults. Overall, features that secure

understandability, operability, legibility, and audibility were regarded as important.

Features reducing the power required or “additional” functions were less important

to the elderly.

Further research is required to determine which functions are really needed by

the elderly, and then to design products so that such essential functions can be

incorporated.

Needs of Older Adults Identified Through Trial Use of Products

The above-mentioned survey shows what older adults thought about elderly-aiming

products. However, a questionnaire-based survey has limitations with regard to

reality: in order to answer questions, respondents must imagine what they would

think when they actually use the product. If the product had been available at
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the time of answering questions, practical needs could be extracted more easily.

In addition, if brochures of products had been available, a real purchase process

could have been simulated.

The author examined information acquisition from a product brochure and

trial use by using a “just-insert” blood pressure monitor and a “easy-to-listen-to”

radio, both designed for older adults [15, 18]. The needs of the elderly were

investigated by evaluating the importance of each product feature in the same way

as in the above-mentioned survey. In addition, the eye movement and behavior of

the participants were observed, as the participants’ thoughts can be reflected in

these data. In this way, the needs of the participants were also objectively

investigated.

In the subjective evaluation, we confirmed some differences in the participants’

evaluation of the product before and after the trial use. From the product brochure,

we obtained only the information that the manufacturer of the product wanted to

provide. Eye-tracking data showed that descriptions of such recommended features

attracted the attention of participants. However, most participants had difficulty

using the blood pressure monitor or the radio. This was directly reflected in the

subjective evaluation conducted after the trial. The importance of the features in

those effects was not clearly confirmed and declined after the trial. On the other

hand, features that facilitated the use of these devices were regarded as more

important than before the trial. User experience made elderly users aware of their

real needs. These experiments suggested that products aimed at the elderly should

facilitate use of their essential functions. Additional features can be regarded as

important only when the basic requirement is fulfilled. This result is similar to the

result from the questionnaire mentioned earlier.

Generally, the most important features for the elderly are those that enhance

sensory functions, such as legibility and audibility; features that enhance physical

functions, such as operability; and features that enhance cognitive functions, such

as understandability. However, in order to consider concrete implementation, it is

essential to understand what is really required in the field. The difference in

subjective evaluation before and after the trial also highlights the importance of

trials. Each product should be evaluated through trial use with regard to the place

where the product is used, the person who uses the product, and the purpose of using

the product.

As users become familiar with a product, their impression changes on acquiring

experience [19], so it is also recommended that a trial period be offered. A trial use,

which was accomplished in these studies, was the first trial for participants.

Therefore, user evaluation could change through continued use of products. The

problems of users can be classified into two groups: problems related to user in-

experience, and those that persist after users acquire experience. The latter are

regarded as essential problems, which need to be solved.

To date, sufficient data are not available on the preference and behavior of the

elderly in daily life situations. Further experimental studies must be conducted in

order to clarify how elderly users perceive information from the outside, how they
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think about the perceived information, and how they behave after processing the

required information. The needs and requirements of older adults should be defined

on the basis of such data, and applied to the design of products that are truly

designed for the elderly.

Summary and Conclusion

The essential role of technologies is to help human beings. In general, it is said that

the elderly do not like modern technologies. Actually, elderly people are interested

in modern technologies. Due to lack of consideration of age-related decline, current

modern technologies are not sufficiently usable by the elderly, so elderly people do

not try to use those technologies. In order to solve this problem, gerontechnology is

needed.

Gerontechnology is aimed at improving the daily functioning of the elderly

through technologies. For that to happen, it is important to understand declines in

abilities caused by aging in various aspects, and to discuss how such declines can be

prevented, compensated, and supported by the application of technologies. The

research works introduced in this chapter suggested that products aimed at the

elderly should be designed in such a way that their basic functions can be used with

ease. Even functions that compensate for human characteristics showing age-

related decline should be designed carefully so that their use does not lead to any

further difficulty. In order to accurately understand the needs of users, it is recom-

mended that not only a simple paper questionnaire be conducted, but also that a

combination of a questionnaire and observation of user behavior during trial use

should be implemented. Without knowing the elderly, elderly-aiming technologies

cannot be produced.

Gerontechnology is a rather young research area, and unanswered questions

regarding technologies for older adults still remain. Further collection of behavior

data concerning older adults using technologies in daily context is strongly

required. There are many older adults who are interested in modern technologies.

We should make every effort to encourage participation of older adults in experi-

mental studies in gerontechnology. In addition to experimental data, we can hear

opinions directly from the elderly, which can also be considered in development of

various technologies.

In addition, a subject that needs to be discussed is how to provide information

about gerontechnology to older adults. Currently, elderly people know very little

about gerontechnology. The elderly who heard about gerontechnology were con-

vinced by its importance and showed great interests. Some elderly people have even

asked where such technological products aimed at the elderly were available.

Technologies and products backed with the data obtained in gerontechnology will

certainly be accepted by the elderly, so that silver market will be activated.
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Chapter 7

Designing for Everyone, One Person at a Time

Deana McDonagh and Dan Formosa

Abstract Products that surround us have a profound impact upon our lives. When

they empower us to complete daily tasks with ease, speed, and dignity they contrib-

ute to our well-being and independence. When they generate negative experiences,

they can strip us of dignity and erode our independence. Many companies confuse

age with ability, which can diminish the value of the final product. This chapter

discusses two techniques that address ability by adding empathy to the design

process. Real People targets specific individuals. Empathic Modeling simulates

physical challenges that designers can experience for themselves.

Introduction

The products that we surround ourselves with impact our daily experiences –

affecting our perception of ourselves, the world around us, and our personal

independence [1]. Design influences all aspects of our lives, including our ability

to perform basic tasks related to things such as mobilization, personal hygiene and

communications. We relate to products on both rational and emotional levels [2].

Each day, people are forced to work with products that are poorly conceived and

poorly designed. As a result, we see people avoiding the task, adapting in some

way, or modifying the products themselves. In a sense, they are participating in the

creative process by developing workarounds to solve problems of daily living.

In effect, they have to adapt to their material landscape rather than have their

needs accommodated.

Many companies are looking to develop products and services that address these

basic human needs and abilities, from a sense of social responsibility and for the

opportunity to gain a competitive edge. Toward both goals, older consumers can be

a viable, lucrative target market. A problem with discussions about design and older

consumers is that the topic often carries two assumptions: one, that older consumers

are all impaired, and two, that younger consumers are not. In corporate language,
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the word “age” is commonly confused with “ability.” This unfortunately can

undermine efforts to design for real people in the real world. Stereotypes can be

detrimental to the goal. In America for instance, in actual number there are almost

as many younger people with arthritis as older people. There are also, of course,

many nonarthritic older consumers. Older and younger people are diverse groups

that defy simplistic categorizations, gross assumptions or generalizations.

As Pirkl (Chap. 9, p. XX) puts it so concisely:

Young people grow old

Disabled people grow old

Young people can be disabled

Old people can be disabled

When a product development team approaches the topic of ability correctly,

opportunities for innovative products and services abound. This chapter on design

is not about aging. It is about empathy.
Empathy is:

. . . our intuitive ability to identify with other people’s thoughts and feelings – their

motivations, emotional and mental models, values, priorities, preferences and inner

conflicts. [3]

We will discuss techniques that help product and service development teams find

solutions that can work for everyone, accommodating people spanning a wide range

of abilities and ages. This practice is often referred to as Inclusive Design and

Universal Design [4, 5]. In our approach, the key is not to understand market

segments, as has been traditional practice for targeting consumers, but to under-

stand the person. In order to design for everyone, our approach is about understand-

ing individuals through empathic design research.

To this goal we discuss two techniques that have been helping product develop-

ment teams get to know people better: Real People and Empathic Modeling. Real
People [6] is based on the idea that, while companies think in terms of sizable target

markets, those target groups are composed of individuals. Designing for a small

number of real people can be insightful, and difficult – much more of a challenge

than designing for a cumulative “average.” Empathic Modeling [7] serves a similar

purpose. It encompasses a range of techniques that allow a member of a design team

to experience products or services in the way another individual may experience

them. We acknowledge that there are many ways in which a person may carry out

any particular task [8]. As product developers, we have much to learn from the

diverse ways in which users engage with products and environments. That individ-

ual may have physical challenges or situational conditions beyond the typical

experience of the team member. Altering a body or the environment to simulate a

specific difficulty can help the team understand and solve for the challenge.

Importantly, we will discuss both techniques with the underlying principle that it

is often better to think in terms of ability than age.
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Ability, Not Age

In creating a product or service, a marketing group will often define an average

person, a person that represents a wide group or subgroup within a population. Age,

gender, family life, work life and other factors are tightly defined. Along with the

definition of average comes a tendency to oversimplify – a “target consumer”

profile is often distilled down to a single PowerPoint slide.

This simple definition of an average consumer can underestimate the diversity of

real people, the complexity of the problem at hand, and even the varied needs of any

one individual. The ultimate result can be a product or service that falls short of its

potential. Any one person can be complex unto him or herself. A large group of

people, of course, will be even more complex.

Designers need to focus on that diversity, considering everybody. This is a real

and difficult challenge. The goal is not necessarily to design a single product that

suits everyone. The goal is to make products, technologies and services available to

everyone. Designing for a well-defined average can exclude people. A common

practice that may be even worse is to design for an aspirational person, an ideal. The

tendency for companies to do this can be traced to some fundamental differences

between marketing and design. While there may be reasons to create marketing

materials portraying an aspirational image – a perfect cook, athlete, singer, parent

or whatever – design is not marketing.Designing products or services, to be used by
real people, requires a reality-based approach.

Failure to do so can have dire consequences. In cases where the products we

create exclude people with specific physical challenges, it is not just a bad business

decision – it becomes discrimination. It is the social responsibility of companies to

ensure everyone benefits from design and technology, not just make them available

to a few. This is also a good business move, since products and services that attract a

wider audience result in increased sales – and, of course, lessens the chances of

negative impressions of that product or service. Of course there are many products

and services that, justifiably, target older consumers. But the automatic assumption

that older equals impaired, and that younger equals healthy, defies reality. That is

why it is critical to employ techniques that respond to real people, real situations

and real needs.

Design Is About the Experience, Not the Object

A study conducted by Smart Design in the mid-2000s [9] showed that, in the US,

the meaning of the word “design” is changing. People are associating design not

with a physical product or aesthetics, but with the experience of using a product.

“Great design” does more than meet expectations. To qualify as great, products

need to exceed expectations. People expect products to work. When they do, it is

good but not exceptional. Excitement about a product or service relies on it being
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better than anticipated. In our experience, the ability of a product or service to

excel, and to have real impact on real people, is more important than ever before.

Achieving this requires that we understand not just people or situations “in the

middle,” but also people at the extremes.

Design research only started to emerge as routine practice in the late 1970s.1

Today, relatively few designers have training in design research. Yet they practice

or utilize it routinely. While design research should encompass many aspects of

user experiences, many efforts are limited to ethnographic research, which in turn

can be reduced to short, opinion-taking sessions. These efforts often forgo issues

such as biomechanics, ergonomics and usability, which are specialized topics

important for design groups to understand, but are not always within the scope of

a marketing-funded research project.

Historically, a typical product design process was a linear activity, design

followed by engineering, then tooling, manufacturing and production. Each activity

was completed before the project progressed to the next activity. User input was

sought late in the product development process, relying on the product designer to

be the voice of the consumer in the early phases. User input was acquired only after

much of a concept’s refinement had occurred, near the end of the design process

(refer to A in Fig. 7.1 Design Process and User Input) [10]. With the advent of the

more user-centered approaches of Universal Design (refer to B), users became a

more integral part of the process. We advocate that design is too important to leave

to designers alone, and integrating the user at the beginning of the process offers

more benefits to all, including the mainstream user (refer to C).

Fig. 7.1 Design process and user input (McDonagh et al. [10])

1There are earlier examples of interest in the topic. For instance, designer Henry Dreyfuss’ 1955

Designing for People and 1960 Measure of Man compiled government databases on anthropomet-

ric sizes of men and women for use in product design.
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Real People

Not only are people diverse – any one person can find him or herself in diverse

situations. In past projects, we have found that the rejection of an average person or

stereotype as a target, replaced with an understanding of individual needs of many

people, has led to innovation. It has therefore been our approach to reject the notion

of “average” or “ideal” and consider the spectrum.

Understanding real people will lead to real-world performance. Getting this right

allows new products and services to come to the attention of many, quickly. The

concept behind the Real People approach [6] is simple: find a workable, small

number of people who your team would like to accommodate with the product or

service being developed, and design it for them. The number of people could be six

or more – as long as it is kept to a manageable number.

Typically, we receive two immediate responses to this approach (1) “We cannot

design our product or service for just a few people!,” and (2) “How do we choose

the people?” First, you will find that it is actually difficult to design something that

fits into the lives of six to twelve people. In comparison, designing for an imaginary

persona or average is easy. The distilled average does not complain. Responses to

new products or services, when presented to a large group of people as in typical

practice, culminate in “average” scores. Findings report that people tend to prefer

(or not prefer) various options. From this, the team eventually chooses a direction.

This approach is rarely a method for detecting the weak signals that can lead to

meaningful innovations. Designing for a group average can dilute our responses to

true individual needs and points of view, and therefore dilute the final outcome.

In contrast, it is much more challenging to succeed with a small number of

individuals, who through the course of a project the design team has come to know,

and who can become very articulate and vocal about their personal needs and

situations. Attempting to deliver a design that accommodates even a small group

of individuals is not easy. Remember that “accommodate” is a minimum require-

ment. A great product needs to exceed expectations, not just meet them. Remember

also that if your team has traditionally defined an average consumer, or a persona as

the target, that definition is actually just one person. One made-up person. Based on

presentations the authors have seen prepared by product development groups in the

past, it is often an imaginary person that seems to like everything the product

development team creates.

For the second question, “how do you choose the people?” – you can certainly be

strategic and choose a cross-section of consumers. However, we also challenge

design teams to choose any people that they would consider to be in their target

group, because these are, in fact, people you want to impress. If that is accom-

plished (and you may find that much more difficult than you think), add more

people to the group. The other goal of this method is to get to personally know the

people, introduce them to the project at the beginning, and work closely with them

throughout the duration of the project. Rather than “test subjects” they become

adjunct members of the design team. This is not exactly cocreation (ideas may
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come completely from the design team) but it is a continuous reality-check that can

significantly change the course of thinking by the team.

Another positive effect – we have found in other projects that team members

refer to consumers as a faceless “they.” As in “I think they will be able to use this

feature successfully if we design it this way.” When designing for real people, the

team incurs more empathy. Team discussions become much more personal and

warm. For instance “I think Carl will be able to use this successfully, but what about

Lindsay?” The team then has the advantage of calling Lindsay to come in to discuss

this issue with the team or to try it out. This develops a closer and more in-depth

understanding.

We have applied this approach to a wide range of projects. Here is an example

applied to an extreme case of universal design. UCB Celltech, a pharmaceutical

company headquartered in Brussels, developed a medication called Cimzia for use

by people with rheumatoid arthritis. Cimzia is to be administered by self-injection,

at home. Disposable syringes have been available for decades and have become

commodity items. While they may be well-engineered, they are not well-designed,

even for people without arthritis. Sharp corners and protrusions on plastic parts do

not fit the hand well for anyone, but as we witnessed, were especially problematic

for patients with rheumatoid arthritis. People in this group can have greatly reduced

strength and can be extremely sensitive to pressure in the finger joints – especially

on a “bad arthritis day.” The Cimzia Prefilled Syringe is the first syringe designed

for use by people with arthritis (Figs. 7.2 and 7.3).

To carry out the project, UCB Celltech partnered with OXO2 to bring brand

recognition and design expertise. Unlike osteoarthritis, associated with older adults,

rheumatoid arthritis can strike at any age. The new syringe needed to fit into a wide

range of lifestyles. From the outset, our design team set its goal not simply on the

design of a new syringe, but on a larger picture of improving patient compliance

through the creation of a more positive experience. It was critical for our team to

consider the mechanism of rheumatoid arthritis, underlying biomechanics, and the

effect of rheumatoid arthritis on patients’ abilities to self-inject. It was also impor-

tant to understand the social context in which the medication is used – its affect on

an individual patient’s lifestyle and psyche.

While our design team worked with more than fifty patients throughout the

course of the project, we worked with six patients very closely. We saw Janet

unable to effectively hold a traditional syringe and push the plunger, while less-

affected Dave applied enough force to break it. Every step in the process, from

uncapping the needle (uncapping can result in accidental needle sticks) through

injection and disposal, was examined. Things that worked for an “average” patient

did not work for everyone. Things that worked for some of our worst-case patients

did not work for our less-affected patients. Some of our stronger patients had poor

2OXO’s Good Grips line of kitchen tools were designed by Smart Design to address the needs of

everyone, including people with arthritis. They have become closely associated with the concept

of Universal Design, design for everyone.
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Fig. 7.3 Uncapping the

Cimzia prefilled syringe

thumb pad

plunger

finger flange

barrel

cap

Fig. 7.2 Traditional syringe and the Cimzia prefilled syringe
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vision – also a factor affecting successful injection. By paying personal attention

and accommodating the needs of each individual in our group, we stretched further

than we would if we had we focused on an average patient, or a disembodied range

of users. Every weak signal detected was addressed, for the good of all patients.

While larger groups of patients were consulted at various points in the project, our

core group of six patients was invaluable in providing insight and inspiration for the

design team. As a result, the design of the Cimzia Prefilled Syringe allows patients

to exert 48% more force on the plunger, allowing a wide range of patients with

weakened hands and fingers to self-inject.

Empathic Modeling

Effective designers recognize they cannot rely solely on their own experiences

(e.g., background, physical abilities, education) in the development of new pro-

ducts. Their ability to create successful products is enhanced through gaining

empathy with users. Empathic design research deepens the designer’s understand-

ing. Intangibles such as feelings, emotions, dreams, aspirations, and fears can

provide the designer with critical cues, triggers and inspiration that provide the

essence of more balanced functional and suprafunctional products (e.g., iPod, Mac

Air laptop). Using empathic methods such as ethnography, empathic modeling

(e.g., able-bodied designers using wheel chairs and/or restricting their mobility or

handgrip dexterity), and shadowing, designers gather a range of textual, verbal, and

visual data. The incubation period that follows provides designers with opportunity

to reflect, imagining a design solution that refines, develops and/or matures what

already exists. It enables designers to develop new ways of seeing, thinking, and

experiencing as they generate more visionary ideas and concepts. Empathic design

research builds on the synergy of individuals developing relationships [11] and

is the essence of qualitative design research [3]. Designers can combine this

qualitative research with more traditional objective research data (e.g., marketing,

socio-economic and anthropometric) to fuel their creativity, develop inspired

products, and ensure more relevant design outcomes.

For many professions, empathy may not be critical, but designers need to

acknowledge their own boundaries of understanding and knowledge. Use of

empathic design research methods is a key factor in “expanding the designer’s

empathic horizon” [6, 8, 11], and provides designers more relevant data and

creative product outcomes. Empathic design research has resulted in the success

of many commercial products.

With the shift away from generalizing users and a move towards developing

more empathy with users, empathic modeling can provide valuable insight

(Fig. 7.4). Design is less about generating products and more about creating positive

experiences for users. With this in mind, our future designers need to be fluent

in traditional design skills (e.g., drawing, model-making) as well as research skills

(e.g., empathic modeling, shadowing, cultural probes [12, 13]).
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As an effective product does not develop within a vacuum, an effective designer

needs to become connected with the user, the use environment and culture to ensure

the product is received, used and that a lasting user–product bond is made. This

activity begins to change how the designers relate to users who may be different

from themselves.

After conducting empathic modeling in the design studio and also in more

naturalistic environments (e.g., shopping centers, restaurants), the designers’ feed-

back can be extremely positive, from the perspective of them not focusing on

specific disabilities or impairments, but concentrating on exploring new ways of

doing everyday tasks. This shift in thinking, from there only being one way to

perform a task to the many possibilities of users engaging with products differently

and performing tasks based on their abilities and skills, positively shapes the way

designers perceive their audience.

Discussion

Focusing on real people rather than the average person has been invaluable in

developing products that accommodate everyone. The biggest challenges in imple-

mentation may come not from carrying out these methods of thinking, but in

convincing product development teams to break away from past research practices.

Because design needs to address diversity, the reduction of consumers to a single

average person, or series of homogenized personas, limits design’s view. Therefore

we are seeing that small numbers of real people, as well as first-hand simulations,

can help a design team innovate by uncovering real needs and opportunities.

Summary and Conclusion

We are entering an era in which consumers require fewer products, but products

with more personal meaning. For products and services to be effective, design

decision-making processes need to be based on “authentic” understanding of the

user. This can be realized by focusing on the real needs of real people. Empathy can

play a significant role in ensuring more intuitive design outcomes, as the designer

Fig. 7.4 Designers carrying out empathic modeling to help them understand a range of disabilities
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feels more in-tune with the target user. Design can tangibly contribute to enhancing

a person’s high quality of life, sense of empowerment, independence and well-

being. Designing products or services to be used by real people requires a reality-

based approach. It is time to design for real people, real situations and real needs.
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Chapter 8

Universal Design: Innovations for All Ages

Oliver Gassmann and Gerrit Reepmeyer

Abstract Demographics require companies to abandon the concept of solely

targeting young customers. They need to create new products that are attractive

to both younger and older customers. The key to success is Universal Design.

Products that follow the principles of Universal Design do not separate but integrate

customer groups, and they substantially increase a company’s target markets.

This chapter not only highlights the economic potential of Universal Design, it

also shows how Universal Design can be implemented within any corporation.

A successful implementation needs to (a) define a suitable Universal Design

strategy, (b) establish adequate processes within the firm, (c) design the products

right, and (d) market the products appropriately to customers. The chapter con-

cludes by illustrating attractive areas for universally designed innovations.

Introduction

The demographic time bomb is ticking: the society of most western economies is

getting older every day. However, while the “Generation 50þ” turns out to be one

of the most attractive target groups for many companies, the term “aging” itself is

controversially discussed. It is still fairly prevalent that everybody will become old,

but no one wants to be old. But this antiquated perception of age has become

outdated itself. The “new” elderly generation is much more vital, has a higher

purchasing power and increasingly loves to experiment with new products com-

pared to “older” elderly generations. This is not very surprising if it is considered

that today’s 50þ generation grew up under totally different circumstances from the

traditionally known “older generation.” Today’s 50- to 65-year-olds grew up in a

cultural environment with Rock “n” Roll, Elvis Presley, and The Beatles. They

identify themselves with people such as Tina Turner, Robert Redford, Sean

Connery, or Mick Jagger. It is simple but true: someone who was 26 years old in

1968 is 65-years old today.
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Despite this development, many companies still have not launched appropriate

initiatives that intentionally include this fairly new and fast-growing market seg-

ment of people over 50 years of age into product planning and development

activities. Research by the Arizona State University has shown that only 12 out

of 125 Fortune 500 companies mention on their websites that they proactively

consider the specific needs of the elderly in their product strategy. Upon request,

only two of these companies were able to provide more detailed information about

these initiatives.

Our explorative study in 2003 with 105 companies in 11 different industries

showed similar results. Eighty-five percent of companies considered it important to

align product offerings with demographic developments. However, only 29% of

respondents have proactively thought about opportunities to launch the respective

initiatives. Only around 20% of companies have conducted or even read market

research reports discussing the potential of demographic change. This negligence

has serious consequences, because companies miss out on real opportunities. The

survey asked companies who already offered age-friendly products about the

products’ performance. Seventy percent of the respondents confirmed that they

were very satisfied with this type of product diversification, and that these products

were successful on the market. Fifty-nine percent of all companies expected that

age-friendly products would lead to at least average if not above-average growth.

Only 2% believed that age-friendly products would lead to growth rates below

average (see Fig. 8.1). This study is of explorative character, and needs further

research with larger samples in different regions.

In addition to the lack of awareness among companies, the amount of research

on the economic potential of demographic change is fairly limited as well. The only

available studies relate to customer segmentation approaches and to defining the

needs and special demands of older consumers [1–3]. Hupp [4] observed the

decision-making of older people, whereas Trocchia and Janda [5] analyzed Internet

usage of senior users. Szmigin and Carrigan [6] looked at the societal construction

of aging and the resulting self-perception of the elderly. Wolfe [7] has taken this

approach a step further and analyzed the thought structures of the elderly. Silvers

[8] did research about marketing-relevant events for people of older age, and Bristol

[9] analyzed the impact of the “endorser age” on the value of brands. All authors

collectively came to the conclusion that a focus on only younger customer genera-

tions is wrong [4, 10–13]. Some other researchers analyzed advertising and sales

concepts targeting the elderly as well as the role of older customers in advertising

and commercials [12, 14, 15]. In addition, there are some studies available that

analyze the consumer behavior of older customers. Lazer [16] was one of the first

researchers who observed the purchasing power and consumer acceptance of

seniors. Hock and Bader [17] have built upon this approach and analyzed the

purchasing and consumer behavior of the 55þ generation.

Most companies are still overwhelmed with the opportunities and corresponding

challenges of demographic developments. Some companies have tried to address

older customers by offering products that are particularly declared and promoted as

products for the elderly. However, developing products especially for seniors has
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not shown to be effective in addressing these customers. As most of the people over

50 are still physically fit and vital, they prefer to buy their products in the same

locations as younger generations. They do not want to be separated from younger

and healthier generations by shopping for products that have a connotation “for

seniors.”

This leaves companies with no other choice than developing products and

services independent of the customers’ age. These products and services need to

combine the product requirements (logic, complexity, dimensions, functions,

handling) with the special capabilities of the elderly (sensory and cognitive
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Fig. 8.1 Many companies consider demographic developments to be important for their product

offerings, but only a few companies have launched corresponding initiatives: the potential of age-

friendly products seems to be significant
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capabilities, mental agility, physical condition, technical experience). Successful

innovations follow the motto: “Creating products for younger generations excludes

the elderly. Creating products for all ages, however, includes all generations –

young and old.”

The Potential of Universal Design

In this context, innovation management has recently started to become engaged

with the new paradigm of “Universal Design.” Universally designed products are

attractive to all customers, independent of their age. Universal Design integrates.

It does not differentiate between disabled, normal, old, and young. Universal

products take into account the needs and requirements of all possible users and

customers. Therefore, Universal Design conceptually represents a standard, not an

exception. Universal Design intentionally avoids highlighting the users’ and

customers’ different capabilities. A 30-year-old would not buy a car that has been

developed for a 60-year-old. However, the 60-year-old would not buy this car

either. By offering products that are independent of their users’ age, companies

can eventually maximize their possible target customers.

The Center for Universal Design at North Carolina State University in the

United States is one of the pioneers in promoting Universal Design as a product

standard. The Center has come up with principles for universally designed products.

These principles have found broad acceptance in product development around the

world. Table 8.1 provides a brief overview of the seven Universal Design Princi-

ples. The application of all principles ensures a universal product design that is truly

independent of the customers’ age.

The origins of Universal Design date back to the early 1950s. Because of the

high number of veterans of World War II, the public has slowly developed an

interest in the needs of disabled people and people who cannot live a normal,

regular life due to physical impairments. Many people were either directly affected

by disability or knew someone in their immediate social environment who was

disabled due to the consequences of the war. It was during these times that efforts

were made to develop products that were designed to take disabled people’s needs

into account. However, those products were usually designed and declared as

“products for the disabled.” In addition to a lack of esthetics in design, the prices

were comparatively high as well.

It took another couple of years (it was only after the end of the Vietnam War in

the mid-1970s) for the first laws to come into effect that constituted favoring

situations and environments for people with disabilities. The USA introduced the

“American Disability Act” in 1990, and the UK passed the “Disability Discrimina-

tion Act” in 1995. Only in 1998 did the first real tangible benefits for people who

were physically challenged become evident with the introduction of “Section 508”

of the “Workforce Investment Act.” This section states that public contracts may

only be issued to companies that design their products in a way that they can be also
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Table 8.1 The seven Universal Design principles (source: The Center for Universal Design)

Principle Explanation

1. Equitable use The design is useful and marketable to people with diverse abilities

Guidelines
(a) Provide the same means of use for all users: identical whenever

possible; equivalent when not

(b) Avoid segregating or stigmatizing any users

(c) Provisions for privacy, security, and safety should be equally

available to all users

(d) Make the design appealing to all users

2. Flexibility in use The design accommodates a wide range of individual preferences and

abilities

Guidelines
(a) Provide choice in methods of use

(b) Accommodate right- or left-handed access and use

(c) Facilitate the user’s accuracy and precision

(d) Provide adaptability to the user’s pace

3. Simple and intuitive

use

Use of the design is easy to understand, regardless of the user’s

experience, knowledge, language skills, or current concentration level

Guidelines
(a) Eliminate unnecessary complexity

(b) Be consistent with user expectations and intuition

(c) Accommodate a wide range of literacy and language skills

(d) Arrange information consistent with its importance

(e) Provide effective prompting and feedback during and after task

completion

4. Perceptible

information

The design communicates necessary information effectively to the user,

regardless of ambient conditions or the user’s sensory abilities

Guidelines
(a) Use different modes (pictorial, verbal, tactile) for redundant

presentation of essential information

(b) Provide adequate contrast between essential information and its

surroundings

(c) Maximize “legibility” of essential information

(d) Differentiate elements in ways that can be described (i.e., make it

easy to give instructions or directions)

(e) Provide compatibility with a variety of techniques or devices used

by people with sensory limitations

5. Tolerance for error The design minimizes hazards and the adverse consequences of

accidental or unintended actions

Guidelines
(a) Arrange elements to minimize hazards and errors: most used

elements, most accessible; hazardous elements eliminated, isolated,

or shielded

(b) Provide warnings of hazards and errors

(c) Provide fail-safe features

(d) Discourage unconscious action in tasks that require vigilance

6. Low physical effort The design can be used efficiently and comfortably and with a minimum

of fatigue

Guidelines
(a) Allow user to maintain a neutral body position

(b) Use reasonable operating forces

(c) Minimize repetitive actions

(d) Minimize sustained physical effort

(continued)
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used by disabled customers. The advantage of this act was that it left a lot of

freedom to companies to decide what actions they prefer to take in order to achieve

this goal – and if they intend to achieve it at all.

Many countries in Europe have also adopted the principle of caring about people

with disabilities. For example, the European Union declared the year 2003 as the

“Year of People with Disabilities.” In this context, the EU launched a big initiative

to fund research projects focusing on issues related to Universal Design.

Despite the clear governmental mandate, however, industry still has little expe-

rience when it comes to Universal Design. The tasks and costs are frequently

considered to be still unknown, and many companies have not yet responded to

this trend. Only a few examples exist that show the real tangible benefits of

Universal Design, but this number is growing. Sometimes, other notations are

used for the concept of age-independent design, such as transgenerational design.

However, the idea behind all those initiatives remains the same – to create products

and applications that can be used by all customers, independent of their age or

physical and mental conditions.

It does not always take a lot of effort and energy to come up with a universally

designed pathway to impact. The company Whirlpool, for example, might serve as

a good case in this context. A few years ago, Whirlpool (one of the world’s leaders

in appliances, especially washing machines) received an unusual amount of letters

and complaints from their customers indicating that the company’s products were

hard to understand and use. As a response, Whirlpool conducted a few smaller

modifications, such as placing an easily understandable manual with large letters

right underneath the cover of the machine. While the older customers did not send

any complaints to Whirlpool any more, the younger customers did not complain

either. In addition, the younger customers were indifferent towards the new design.

Thus, Whirlpool was able to make only small adjustments to its current product, but

was able to increase the group of satisfied customers quite substantially, which is

right at the heart of the meaning of the concept of Universal Design.

Table 8.1 (continued)

Principle Explanation

7. Size/space for

approach/use

Appropriate size and space is provided for approach, reach, manipulation,

and use regardless of user’s body size, posture, or mobility

Guidelines
(a) Provide a clear line of sight to important elements for any seated or

standing user

(b) Make reach to all components comfortable for any seated or

standing user

(c) Accommodate variations in hand and grip size

(d) Provide adequate space for the use of assistive devices or personal

assistance
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Implementing Universal Design Within the Corporation

Define a Suitable Strategy

Anchoring the concept of Universal Design in the product strategy is the first step

towards a successful implementation of Universal Design. Top management has to

make clear how strategic initiatives should be conceptualized and implemented.

The following questions need to be addressed:

l Should Universal Design be implemented within the entire company, certain

business units, or only some selected product lines or groups?
l What resources and competencies are necessary, and how can the company’s

own core competencies best be leveraged?
l What are the potential applications and what is their market potential?

A successfully implemented Universal Design strategy defines how the company

intends to position itself toward its stakeholders, what message the company wants

to promulgate, and what products and services it should offer. Every company

can rely upon three generic strategies to define its degree of implementation of

Universal Design (see Fig. 8.2):
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Fig. 8.2 Universal Design can be implemented in the corporate strategy in multiple ways and can

have different scopes [18]
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1. Marketing existing products customized for seniors. This strategy simply relies

upon redirecting the company’s marketing concept. The yet-neglected target

group of the elderly will intentionally be integrated into the marketing of

existing products and services. However, existing products and services are

usually not adapted accordingly. The company only changes its way of commu-

nicating and addressing the possibly new customers in order to attract older

customers.

2. Adapting existing offerings according to the customers’ age. This strategy

systematically analyzes all existing products and services and determines if

they fulfill the Universal Design requirements. If some products or services do

not meet these criteria, the company can try to come up with possible adapta-

tions in order to make the products and services more attractive for the elderly.

3. Developing new products. This strategy includes the development of entirely

new products and services that strictly follow all Universal Design principles,

from ideation to market introduction. The elderly are proactively included

during product development phases in order to ensure adherence to Universal

Design standards.

The first strategy entails fairly low market risks. Small changes in product

marketing may lead to comparatively quick market success. The strategy’s impli-

cations on sales and profit may be limited, however.

The second strategy requires more resources. The higher effort, however, will

most likely lead to greater leaps in revenues and profits because this strategy indeed

offers more attractive products and services for the older generation, in addition to

an age-friendly marketing. The increased attractiveness of the products and services

is usually based upon an improved design of the interfaces between the product and

the user (i.e., the technology and the older customer). Good examples are telephones

with enlarged number keys as well as high-resolution and high-contrast digital

displays.

The third strategy is characterized by the highest development and market risks.

It also requires the largest amount of resources. Due to comparatively longer lead

times in development, this strategy will usually increase sales and profits with a

slight delay. By contrast, these products and services are most appropriately suited

to include satisfying the needs of the elderly as they proactively include their

opinions and perspectives.

These three strategies are not mutually exclusive. They can be applied in parallel,

and they are applicable in a broad range of industries ranging from high-tech to

consumer goods. The textile and fashion company Betty Barclay, for example, has

broadened its product offering – purposely including the elderly – and has achieved

great success since then. While most textile and fashion companies in Germany have

posted declining revenues and profits, Betty Barclay, however, was able to present an

increase of sales in 2003 of 1.6%. The average Betty Barclay customer is 39 years of

age or older.

Another example of a company that has radically shifted its strategy a couple of

years ago, and now primarily, but not exclusively, offers products that target the
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market of the elderly is the Swiss company Synthes-Stratec. Initially, the company

produced high-quality Swiss watches. The company’s engineers were experiment-

ing with new materials, with the objective of discovering nonmagnetic alloys that

are resistant to shocks and corrosion. Today, these alloys are still used in well-

known brands such as Rolex or IWC. The company’s management recognized that

these new alloys were applicable not only in watches but in a couple of other market

segments that were characterized by high growth rates. Because of that, the

company engaged in cooperation with the Association for Osteosynthesis. This

cooperation represented the company’s entrance into prosthetics, a market segment

that primarily, but not exclusively, includes older customers. In the following years,

Synthes-Stratec has substantially changed gears, and now focuses on prosthetics.

Today, the company is world leader in osteosynthesis and generates revenues of

more than CHF 1.5 billion.

In most instances, small changes in the company’s product strategy are sufficient

to make products and services attractive and applicable to users of all ages. While all

age groups will benefit from these adjustments, it is most often the group of the

elderly that benefits the most.Whereas younger users are usually able to adapt to new

circumstances and new situations, older users usually do not have these capabilities.

That is the reason why they appreciate universally designed products the most.

Establish Adequate Processes

In order to identify and define processes that permit the implementation of Univer-

sal Design strategies, a closer look at the older customers’ specific capabilities and

abilities has proven to be a very effective first step. Physical and mental capabilities

usually worsen with old age. Many age-related medical conditions lead to the fact

that sensory capabilities and velocity-related activities decline. Vision usually starts

to deteriorate at an age of around 40. The eye’s abilities relating to contrast and

colors are usually impaired by then. Starting at around 60 years of age, more severe

constraints frequently occur. Hearing impairment usually starts at an age of around

60, the same age at which muscular strength usually starts declining as well. For

example, a 60-year-old has on average 15–35% less muscular strength than a

20-year-old. In addition, problems of the joints usually occur. Taking all these

factors into account, many researchers in gerontology have come to the general

belief that people beyond their mid-1960s face considerable multimorbidity issues

[2, 19, 20]. However, studies have shown that substantial losses of physical fitness

only correlate for people with an average age of over 85.

In addition to physical capabilities, the mental capabilities of older customers

also face significant challenges. For example, older people tend to rely too much on

their previous experiences. Due to their life experience, older people usually have

accumulated highly specific knowledge systems: the part of their intelligence that is

based on experience is usually fairly high. As a result, older people tend to assign

new information to familiar schemes and thinking [21, 22]. Therefore, the ability to
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understand novel technologies and functional principles usually declines with

increasing age. However, this should not be confused with generally lower intelli-

gence. Only the “fluid” intelligence, i.e., the intelligence that is used to process new

and complex information (also referred to as comprehensive power), is lower for

people of older age [23]. The “crystallized” intelligence, by contrast, which contains

factual knowledge and relies on capabilities acquired during the course of a person’s

lifetime, rarely declines with old age. Moreover, the crystallized intelligence can

even partly compensate for the declining fluid intelligence in older people.

Considering the situation of many older people, the main problem of product

development becomes clear: in many cases, fairly young engineers, designers, and

marketing experts are creating products that are expected to be purchased by the

elderly. Simply because of the difference in age, they have never been exposed to

the special physical and mental challenges that most of their customers are facing.

They usually know the perspectives and opinions of younger customer generations

quite well, but they mostly lack the knowledge and empathy to grasp and under-

stand the special capabilities and needs of older customer generations. A successful

implementation of Universal Design therefore always requires merging of the

innovative products’ features with the special capabilities and abilities of the

older consumers (see Fig. 8.3).

In order to make it happen that the product’s requirements and features match

the customers’ physical and mental capabilities, three generally accepted strategies

can be applied to address this challenge:

1. Checklists for product features. Multiple groups of researchers (including the

Center for Universal Design in the USA) have already developed guidelines that

describe the characteristics of age-friendly products and services. Companies

can use these guidelines to identify potential for improvement of their current

product and service offerings. However, they should keep in mind that concrete

design implications can usually not be generalized. Every product or service

design needs to be handled as an individual case.

2. Deficit simulation. Besides theoretically elaborating the needs and capabilities

of older customers, physically experiencing these challenges is an even more

powerful tool for really understanding the special issues related to serving the

elderly. The company Meyer-Hentschel Management Consulting has developed

an “Age Explorer” that uses glasses, headsets, weights, and other tools to

simulate the physical and cognitive capabilities of older people. If a younger

designer or engineer uses the “Age Explorer,” his or her own capabilities are

literally reduced, and the “Age Explorer” allows them to have the same experi-

ence using products and services that the older customers would have. That way,

the deficits of old age can be made recognizable and experienceable.

3. Participative design. Participative design describes a method that directly

includes elderly customers in product development activities, ideally from

idea generation to final market testing. This allows giving a voice to older

customers and lets them articulate their needs and expectations. In addition,

the designers also get a much closer understanding of the older people’s opinions
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and perspectives. Companies could proactively employ older people in their

R&D departments in order to allow for participative design. A well-balanced

mix of young and old designers and engineers seems to be a promising approach

to a successful implementation of Universal Design product strategies.

The needs and requirements of customers can only be appropriately considered

during the product development process if the customers that actually use the

product are included in the product development process. In addition, the capabil-

ities of the users need to comply with the requirements of the product. Only under

these conditions will innovations be adopted and actually used. Products fulfill the

requirements of Universal Design if all of these aspects are taken into account and,

Innovative Products
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Fig. 8.3 Successful product development under the Universal Design paradigm matches the

requirements of the innovative products with the abilities of older customers
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simultaneously, the younger customer groups are not excluded or scared away by

the product’s design. If these conditions are met, the product has the best prerequi-

sites for becoming a market success.

Design the Products Right

The product’s design and interface with the user is becoming particularly important.

If a customer uses a product for the first time, this usage should be a success.

Particularly, studies among the elderly have shown that first-time use is highly

predictive of a product’s success [24]. While the technology adoption and imple-

mentation theory of Rogers [25] came to the conclusion that early adopters are

usually neither older nor younger than late adopters, the fact that age has no

relevance on technology adoption has been critically discussed by many research-

ers. Rogers [25] himself has noted in this context that there is inconsistent evidence

about the relationship of age and innovativeness. Martinez et al. [26] have come to

the conclusion that the likelihood of customers being among the early adopters of

certain household appliances declines with increasing age.

However, Wahl and Mollenkopf [27] have shown that there is converging

evidence that older adults are neither “enemies” of technology nor uncritical

users of technological innovations. The authors suggest two dimensions of attitudes

among the elderly:

l Cognitive–rational aspects of technology (e.g., “technological progress is neces-

sary and therefore one has to accept some inevitable disadvantages”)
l Emotional–affective aspects of technology (e.g., “technology is more a threat

than a benefit to people”)

The combination of these attitudes has resulted in four types of older people’s

relation to technology, namely:

1. Positive advocates

2. Rationally adapting

3. Skeptical and ambivalent

4. Critical and reserved

A survey among 1,417 older people has shown that all four types are distributed

roughly equally among the sample (see Fig. 8.4). It is interesting to note that the

study revealed that there were no significant gender differences within the four

types of older people.

Market the Products Appropriately

After developing and designing a new product that follows Universal Design

principles, companies need to introduce the product to the market appropriately.
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The field of “senior marketing” has found fairly broad resonance in research so far.

Most experts usually differentiate between two marketing concepts:

l Integration marketing: target younger and older customers comprehensively;

however, explicitly take older customers’ needs into account.
l Modern senior marketing: target only the elderly specifically with a specially

designed marketing program.

In the context of Universal Design, both approaches are acceptable. Although

the actual product development has been done universally, marketing the products

does not necessarily have to follow the same comprehensive approach. A targeted

marketing approach to sell universally designed products might work better in some

industries or environments. This segmented approach might even create an increase

in the overall number of targeted customers.

However, differentiating the elderly into “young” and “old” elderly should be

avoided. Successful marketing for seniors uses a high level of individualization. For

example, a 50-year-old has other needs and a totally different purchasing behavior

to a 75-year-old. In particular, the new group of elderly stemming from the Baby

Boomer generation is expected to be very demanding when it comes to individua-

lized and customized products and services.

In addition, every Universal Design strategy should take into consideration that

older customers expect both an intensive and competent consultation while they

make their purchase decision, as well as fast customer service after they have made

the purchasing decision, and in the situation that there are additional questions

concerning shortcomings of the product. Experienced sales support and consulta-

tion is therefore critical to success. Older customers will only become loyal long-

term customers if they find both.

Thus, while necessary, it is not sufficient to simply sell age-friendly or age-

adjusted products. The product’s application by the customer needs to be accom-

panied by the company as well, and therefore should be included in the company’s

marketing approach. In particular, a well structured and aligned after-sales

approach may allow success to be achieved quickly. A simple phone call to
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check if the older customer is happy with the product, if it meets his or her

expectations, and/or if it may cause any problems during usage, could significantly

increase customer satisfaction.

After-sales service also allows for substantial improvements in customer loyalty

as older customers seem to value this type of service. Even if this type of consulta-

tion is time-consuming, it is a key success factor in selling a product to an older

customer, and it is often regarded as a requirement for a successful sale. The right

design of an innovative product for an older customer always depends on the

company’s understanding of the user’s behavior in the context of his/her capabil-

ities and opportunities. If the use of a product asks for a higher sophistication

than the user has to offer, it is the product that is responsible for its nonusage,

not the user.

Summary and Conclusion

Market success of innovations is defined simply neither by technology determinism

nor by the pure existence of customer needs. Only the interconnection of both

technologies and market needs substantially increases the economic success of an

invention. When discussing the potential of Universal Design, companies fre-

quently ask which products or bundles of products represent the highest potential

for innovation. In order to derive and identify attractive areas for innovation, the

intersection between novel technologies, markets, customers, and applications

needs to be analyzed in greater detail. The largest potential for innovation is right

at the intersection between technologies and markets where both merge in a well-

balanced proportion. Figure 8.5 represents this intersection of specific customer

needs of the 50þ generation and a couple of selected gerontechnologies (i.e.,

technologies that can be applied specifically to improve the day-to-day life of the

elderly). The objective of gerontechnologies is to provide older people with the

opportunity to live and experience an “active aging.”

In general, innovative solutions targeting the elderly can be found everywhere,

because every industry is principally affected by demographic developments –

some industries more, some less. Industries that offer products that are preferably

consumed by older customers offer, of course, the highest potential for innovation.

However, industries that have a broad customer profile and target all age groups can

also benefit substantially from applying Universal Design principles. It can be

assumed that the areas for innovation in Fig. 8.5 are characterized by a compara-

tively high innovation potential due to their strong technology affinity. Apart from

the innovation areas in Fig. 8.5, there are additional sectors that might benefit from

the demographic development. However, they usually depend less on innovative

technologies. Examples of these “soft” innovation areas include financial services,

religion and esotericism, gero-transcendence, culture, and traditions.

In summary, the importance of demographic change needs one high-level issue

to be addressed: the awareness and sensitivity around the potential, chances, and
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opportunities that arise from demographic change need to be taken into account not

only by politicians and society, but also by leaders in the corporate world. Products

and services that include older generations but do not exclude younger generations

have a high value for society, and therefore for companies. Only if the mindset of all

stakeholders fully grasps the meritorious character of age-friendly products is it

possible to find the necessary reforms in society and business that address one of the

most pressing challenges of the future – demographics.
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Fig. 8.5 Attractive areas with a high potential for innovation emerge where markets meet
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Chapter 9

Transgenerational Design: A Heart Transplant

for Housing

J.J. Pirkl

Abstract Time and circumstances reshape one’s expectations and priorities.

Responding to his past research and the realities of the aging process, the author

describes why and how he designed and built the first fully accessible house aimed

directly at Baby Boomers and beyond. The project offers a vehicle for broadening

consumer awareness of, and increasing the demand for, “transgenerational” hous-

ing and household products. This uniquely innovative design neutralizes many

restrictive effects of aging, accidents, illness or chronic conditions. It also demon-

strates that attractive transgenerational houses can be designed to promote, provide,

and extend independent living, remove barriers, offer wider options, supply greater

choices, and enhance the quality of life for all – the young, the old, the able, the

disabled – without penalty to any group.

Introduction

Forty-five years ago, I led one of three design teams that developed the General

Motors Futurama exhibit at the 1964 New York World’s Fair. Our assignment was

to envision the “world of tomorrow” that would demonstrate how knowledge could

be used to span the new challenges of time, distance, and environment.

Futurama transported 70,000 visitors a day on an imaginative three-dimensional

panoramic adventure to experience technology’s future possibilities on a global and

cosmic scale. They witnessed the moon’s exploration, polar ice cap mining, under-

sea oil drilling, atomic-powered submarine transportation, laser beam tree harvest-

ing, remote control desert farming, and highways connecting remote residential

communities. The climax was a ride through a “city of tomorrow” punctuated with

sleek high-rise buildings, covered “moving sidewalks,” “containerized” freight

terminals, and “automated parking facilities,” all laced by expansive ribbons of

“automatic highway lanes” [1].

The experience convinced us that future “dream cars,” “kitchens of tomorrow,”

and robotic household products would pamper our every whim and extend our

F. Kohlbacher and C. Herstatt (eds.), The Silver Market Phenomenon,
DOI 10.1007/978-3-642-14338-0_9, # Springer-Verlag Berlin Heidelberg 2011
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pursuit of happiness into an ageless future. The thought of growing old and retiring

never entered our minds.

But, time and circumstances reshape and reorder one’s expectations and prio-

rities. As a young designer, I never confronted the fragility of ability or longevity –

or the probability of acquiring a physical or sensory impairment – until my mother’s

stroke underscored the frustrating lack of supporting environments and products.

A decade ago, after several bouts of medical repairs, my wife and I began to

experience similar environmental frustrations and recognized our own growing

need for a new kind of supportive housing.

Looking back, I cannot point to any particular time where I began to morph into

an aging senior. But here I am, along with hundreds of millions like me, who have

also experienced. or will experience, the physical and sensory effects of discrimi-

nating environmental challenges.

I am now living in that “world of tomorrow.” I have enjoyed owning a “dream

car” or two, and discovered retirement in my 60s. And I am still exploring new

challenges, this time, age-related design projects having a “transgenerational”

focus.

An Emerging Design Challenge

A quiet revolution is taking place – the world’s population is aging. Never before

has our planet contained so many older people, or such a large percentage of them.

Throughout the world today, there are more people aged 65 and older than the

populations of France, Germany, Japan, and Russia combined [2]. Thirty-six

million Americans are aged 65 and older, a number larger than the combined

populations of New York, London, and Moscow. Twenty-five years ago, Japan

was the youngest society in the world. Today, it is the oldest [3]. In one generation,

the life expectancy of Japanese people has already increased by more than 30%

with the number of older people expanding from 15 to 25% by 2025 [4].

Still, the numbers continue to grow. Fifty million American Baby Boomers, the

driving force behind yesterday’s youth culture, are aging toward retirement. Many

will experience periods of illness, accidents, and normal declines in their physical

and sensory abilities while, at the same time, trying to balance the needs of their

children with those of their aging parents.

In the decade ahead, according to the National Association of Home Builders

(NAHB), Boomers will be the fastest growing segment of the home-buying public.

Clearly, this is an emerging market for “transgenerational” housing and household

products that respond to their changing needs. And, while this realization has

attracted the attention of forward-thinking manufacturers and homebuilders,

many others fail to accept the challenge of developing and offering alternative

choices within today’s housing, retirement community, and elder care markets.

In his book Age Power, Dychtwald [5] observes: “aging is not something that

begins on one’s 65th birthday. Rather, all of the choices we make regarding how we
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care for ourselves, how we manage our lives and even how we think about our

futures, shape who we ultimately become in our later years. It [is] obvious that

many of the painful, punishing challenges of old age could be prevented if informed

choices were made earlier in life.”

Builders and manufacturers, aware of the exploding aging Baby Boomer popu-

lation and the effect that their informed choices will have on sales, increasingly

speak in terms of “universal” and “transgenerational” design. However, Bauer [6]

suggests that “mainstream companies are sometimes fearful of the term ‘universal

design’ because they interpret these words to mean that a product must satisfy

persons of every level of ability.” Feeheley [7] concurs, asserting that “the term

Universal Design has not lived up to or inspired people to its promise. . .having
become associated with a design movement that targets only the aged and the

handicapped.”

As a result, transgenerational design is emerging as the favored terminology for

housing and household products that offer informed aging Baby Boomers a new

generation of attractive, accommodating choices.

Why Transgenerational Design

A Matter of Terminology

We do not see much in the popular press about transgenerational design, nor hear it

being discussed at cocktail parties. Yet an increasing number of astute global

manufacturers and research organizations are embracing the transgenerational

design concept, recognizing its competitive advantage for attracting the attention –

and collective buying power – of the exploding aging market. Researchers such as

Leahy [8] have “found it beneficial to speak of transgenerational design (TD) rather

than universal design (UD) when making presentations to company executives”

because “TD piques the interest of corporations trying to tap into the aging Baby

Boomer market.”

It is unfortunate, however, that those who benefit the most from the application

are those who know the least about it. Yet, when confronted with an example, most

people immediately recognize the benefits. When introduced to a new transgenera-

tional product or environment, the accommodating design helps transcend the

frustration of a painful impairment or disability. Such designs promote graceful

aging, soften the impact of the aging process, extend independent living, and

enhance the quality of life for all – the young, the old, the able, the disabled.

In short, the designs sympathize rather than stigmatize.
Let me further clarify the issue.

Transgenerational design is not about producing more cynical elderly housing,

homes for the aged, or adult retirement communities that provide only bland code-

compliant environments outfitted with such adaptive add-ons as grab bars, ramps,

and raised toilet seats that reek with medical, aging, and institutional connotations.

9 Transgenerational Design: A Heart Transplant for Housing 119



It is about designing all residential environments and household products to be

attractive and accommodating to the widest possible spectrum of those who would

use them – the young, the old, the able, the disabled. And it does so by integrating

human-sensitive architecture, living spaces, appliances, fixtures, products, and

communications designed for safety, comfort, convenience, beauty, accessibility,

clean-ability, adjust-ability, ease of use, and bodily fit. These are all transgenera-

tional features that neutralize the effects of age and disability.

We call it transgenerational design because it bridges the generations by making

products and environments compatible with those physical and sensory impair-

ments associated with human aging, and which limit major activities of daily

living [9].

I coined the term in 1986 conducting a research project at Syracuse University

with gerontologist Anna L. Babic under a grant from the US Department of Health

and Human Services. Our published guidelines and strategies for designing trans-

generational products were the first to accommodate one’s changing limitations

in vision, hearing, touch, dexterity, and mobility that lead to impairments and

disabilities [10].

It is a mistake, however, to inseparably link age with disabilities and impair-

ments. While most physical and sensory limitations do occur in older people, we

tend to forget that one does not have to be old to acquire them. Indeed, they can, and

do, occur during our younger years. And because they do, transgenerational design

extends its supporting benefits to those temporary disabilities that most of us

acquire throughout our lives: falls, sprains, burns, broken bones, and even preg-

nancy, which limit our activities and curtail our independence. Consider, in the

USA today:

l Some 49 million people, of all ages, have some form of disability; 35 million are

under age 65 [11].
l Over 46 million Americans, of all ages, suffer from arthritis. It is the leading

cause of disability among Americans aged 15 and older, limiting activities for

over seven million individuals [12].
l Problems related to stiffness or paralysis affect five million households, includ-

ing about 60% of all elderly households.
l Falls are the second leading cause of unintentional deaths, accounting for 50%

of all injury deaths [13].

In the light of such statistics, should not a kitchen, bath, laundry, patio, or even a

garage or a thermostat, be as readily and easily used by a child with a sprained

ankle, a Baby Boomer with heart disease, an octogenarian with a broken hip, or a

pregnant 20-something housewife with an arthritic spine? We think they should.

A fair question would be: what kind of housing will extend independence and

improve the quality of life for all who use them – young or old, able or disabled?

My answer is, transgenerational housing, which:

l Bridges the transitions across life’s stages
l Responds to the widest range of individual differences and abilities
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l Offers a variety of ways to accomplish one’s activities of daily living
l Provides an opportunity to maintain one’s dignity and sense of self-worth
l Enables personal and social interaction, and intergenerational relationships

This is why transgenerational design is so important. A transgenerational house

accomplishes each by removing barriers, promoting and extending independent

living, providing wider options, offering greater choices, and enhancing the quality

of life for all, and at no group’s expense.

The Transgenerational Paradigm

As an industrial designer, I look at a house as a product, albeit a very large product.

But, whether a product is large or small, people of all ages and abilities desire, buy,

and use a product based on a blend of three perceived consumer value categories:

humanics, esthetics, and technics. I call them the “HAT” values of transgenera-

tional design (see Fig. 9.1).

l Humanics refers to the humane aspects of a product’s value. Is the product safe

and easy to use or operate? Is it comfortable? Does it fit one’s body? Does it

accommodate different age groups or physical and sensory abilities? Without

humanics, a product lacks the values of safety, comfort, convenience, accom-

modation, ease of use, and ergonomic fit, regardless of its esthetics and technics

values.
l Esthetics denotes the visual/sensory aspects of a product’s value. Is the product

attractive? Does its form, color, texture, and sound reflect one’s taste? Does it

Fig. 9.1 Primary product design value categories
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symbolize one’s group, clique, or coterie? Does its appearance reflect the

product’s function? Without esthetics, a product may be unattractive, ugly,

intimidating, discriminating, or demeaning, regardless of its humanics and

technics values.
l Technics deals with the technological aspects of the product’s value. Does it

perform its intended function? How is the product constructed? How effective is

its operation? Is it affordable? Can it be repaired or serviced? Without technics, a

product cannot work, function, operate, perform, or be repaired, regardless of its

esthetics and humanics values.

The design of our 2,700 ft2 transgenerational house – its concept, plan, furnish-

ings, appliances, materials, lighting, and attention to details – is a seamless blend of

each HAT value category articulated in the design program. The following case

study may offer additional insight.

The Transgenerational House: A Case Study

Project Goals

We began our experimental transgenerational house project by establishing a

guiding set of three achievable goals:

1. Demonstrate that accommodating “accessible” housing can be attractive,

appealing, and desirable to the widest spectrum of people.

2. Stimulate consumer interest by informing the general public about the advan-

tages that transgenerational design can bring to housing, interior environments,

and household products.

3. Communicate the competitive advantages of transgenerational design to the

home building, remodeling, and household product industries.

The Design Program

Before beginning the design phase of the project, we prepared a 12-page design

program setting down our needs, desires, and requirements – our “wish list.” It

included such objectives as:

l Provide safety, comfort, convenience, beauty, accessibility, and easy use for the

widest diversity of potential users.
l Create an attractive, upbeat, contemporary design that appeals to young as well

as older residents.
l Create an esthetic blend of structure, open floor plan, and large glass openings

with “universal” access.
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l Produce a passive solar structure with low-maintenance, utilizing energy-efficient

and environmentally sensitive materials.
l Design the kitchen, dining, and living room as one flowing flexible space that

accentuates the site’s dramatic mountain views.
l Develop a wheelchair-friendly plan that reduces the need to bend, squat, lift, or

stand for long periods of time.

The program also included an extensive room-by-room inventory of our “value”

needs. In addition to the usual grab bars, lever door handles, extra wide doors, and

level thresholds, our list also included such specific items as:

l Keyless entry locks
l Movable partitions and sliding panels
l Radiant heating sympathetic to legs and feet
l Multilevel counters and work surfaces
l Curb-less, dual-use showers with adjustable seating
l Sustainable materials such as cork and bamboo flooring
l Adjustable-height bathroom vanities
l Extended bathtub deck for easy transfer
l Easy-to-reach, side-mounted bathtub controls
l Flexible-use, indoor and outdoor spaces
l Sliding pocket doors to eliminate wheelchair interference
l Multiple 5-ft diameter wheelchair turnabouts
l Internet, entertainment, and communication systems
l Remote security, medical, and environmental control systems
l Higher electrical outlets and lower light switches
l Remote controls for operating high window blinds
l Level no-step thresholds

The Site

We selected a site in a new residential community called Sundance Mesa, located

about halfway between Albuquerque and Santa Fe, New Mexico. The site had an

elevated plateau with magnificent views of the Sandia Mountains to the southeast

and a sweeping horizon of mesas and plains to the west, across and beyond the Rio

Grande. To the north, a natural rolling expanse of foothills offered freedom to stroll,

hike, or walk a dog. A small arroyo cut diagonally across the lot, supporting a variety

of southwestern vegetation – chemise, purple sage, juniper, and four-wing salt-bush.

We also selected the site because it challenged accepted principles of accessibil-

ity – it was not a flat lot. “Why,” we thought, “should one be limited to flat lots when

building a house accessible to all?” Building on the site’s elevated plateau, how-

ever, was not without design problems. We located the driveway along the edge of

the site, bridging an arroyo and raising the grade gradually to the parking apron and
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garage. Thus, the car became the elevating conveyance from street level to house

level, providing equal access to all without using ramps. Our plan integrated the

house with the site’s natural contours and existing landscape. It also preserved most

of the site’s natural environment – another of our early design priorities.

The Plan

The plan of the house evolved from numerous schematic layouts in which we

explored our desire to:

l Capture the site’s dramatic views of the Sandia Mountains and the Rio Grande

valley
l Provide a private, walled courtyard “oasis” accessible directly from all major

living areas
l Produce a dramatic visual and functional interplay of both indoor and outdoor

spaces
l Utilize natural, “green” sustainable materials
l Achieve single-level wheelchair accessibility throughout

We accomplished our objectives by positioning and integrating four function-

defining activity zones:

l Zone A contains the “public” areas: the main entry, kitchen and laundry, and the

living/dining areas that access an outdoor dining patio and the private courtyard.
l Zone B includes a library/media/activity room, which overlooks the courtyard

and links the “public” and “private” areas. An adjacent guest bedroom has a

connecting guest bath, which is also accessed from the connecting tiled hallway.

Guests access the courtyard from a door opposite the guest bathroom.
l Zone C contains the “private” areas. The master bedroom suite, with direct

access to the courtyard and exercise pool, contains a fully accessible master

bath. The office/studio opens onto its own private courtyard. The nearby utility/

storage room offers an expedient transition from house to garage.
l Zone D encloses the private courtyard “oasis” conveniently accessed from each

of the other zones. Upon entering the courtyard, wide sidewalks direct one past

raised flower and herb beds to the solar-heated, self-cleaning exercise pool.

All indoor and outdoor spaces are equipped with lever door handles, level

thresholds, nonslip floors and walkways, and multiple 5-ft diameter, 360� turning
circles to accommodate wheelchair users (see Fig. 9.2).

Green Design

In addition to applying the tenets of universal and transgenerational design, we also

applied such green and environmentally sustainable principles as:
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l Design for energy efficiency
l Utilize renewable energy
l Optimize use of materials
l Install water-efficient, low-maintenance landscaping
l Design for durability and low maintenance
l Plan for future reuse and adaptability
l Avoid materials that give off gas pollutants
l Utilize renewable materials like cork and bamboo flooring

Tour the Transgenerational House

Our experimental transgenerational house project provides an informative case

study meant to spark discussion, initiate innovation, offer alternate solutions,

increase public awareness, and generate market demand. The tour begins at the

entry and proceeds through the four activity zones, focusing on the most innovative

solutions.

Fig. 9.2 Plan of the transgenerational house. Such green principles save health, energy, and

resources. They help simplify the activities of daily living and contribute to the mutually inclusive

objectives of both universal and transgenerational design
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Zone A

Entry: One approaches the house – set on a raised acre with southwestern vegeta-

tion – by climbing a steadily rising, curved driveway to the parking apron.

Approaching the door, a wide level walkway, flanked by natural vegetation, leads

directly to the weather-protected entry. A full-length sidelight permits residents to

view visitors before opening the door.

A raised recessed platform adjacent to the entry provides a convenient, protected

spot to set down packages or groceries. A 5-ft diameter wheelchair turn-around area

provides ample maneuverability while unlocking and opening the front door, which

is fitted with an optional keyless lock (see Fig. 9.3).

Once inside, a handy pass-thru counter provides a convenient place to set down

grocery bags and packages intended for the adjacent kitchen. Below it, a convenient

seating banco with storage drawers offers a place to remove hiking boots, gloves,

etc. A 5-ft wide, slip-resistant tiled floor stretches from the entry to a ceiling-high

window at the end of the hallway, extending one’ view into the courtyard and

framing a view of the mesa beyond.

Kitchen: The window-wrapped kitchen features a resilient cork floor and multi-

level work surfaces designed to ease body pain from bending or standing. The line

of windows follows the counter tops around the corner, offering a panoramic view

of the mountains. Horizontal mini-blinds moderate the natural light while, outside,

an exterior overhang keeps out direct sunlight. Indirect cove and task lighting

supplement the kitchen’ central skylight.

All base cabinets are raised 8 in. instead of the usual 4 in., making cleaning

easier and minimizing the need to bend or squat. Cabinets and drawers open with

D-pulls or hand cutouts and are designed with slide-out storage shelves, pantry

units, and towel racks. The multiheight countertops offer fingertip-grasping edges

designed for steadying or, if in a wheelchair, pulling closer to the counter. The sink

cabinet’s doors and floor are easily removed, permitting clear knee space for easy

Fig. 9.3 Entry view from the parking apron
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wheelchair access. A trash-recycling drawer pulls out and separates trash into four

easily accessed bins with self-closing lids.

A rolling trolley locks onto the countertop’s finger lip-edge detail, offering the

option of temporarily reconfiguring the countertop layout. It is also useful as a

serving cart, or for transporting items within the kitchen, or throughout the house or

patio. It docks conveniently within a cabinet cavity when not in use. A stack of

display cabinets, appearing to be fixed, pull out individually, revealing a hidden

storage area behind the shelf’s vertical display panel.

The under-counter dishwasher is also raised 8 in. This permits easier loading and

unloading. Its countertop, used as the pass-through from the entry to the kitchen,

doubles as a work surface. The easy-to-reach built-in microwave and convection

ovens are installed at convenient heights. The shallow side-by-side refrigerator,

with in-the-door water and ice dispensers, offers cooling and freezer access to users

of different sizes and reach abilities.

Laundry: The raised, front-loading washer and dryer are conveniently located at
the edge of the kitchen within a matching set of cabinets. Their proximity allows

cooking and laundry chores to be carried out simultaneously. (The utility room in

Zone C, which contains a utility sink, is also plumbed to accept the washer and

dryer as an alternate location.) The appliances’ solid-surface cabinet top provides a

convenient place for sorting and folding clothes.

An adjacent drawer-mounted ironing board folds out at sitting height to accom-

modate both chair and wheelchair users. Laundry and ironing supplies can be stored

in one of the nearby hidden display/storage areas. The kitchen’s rolling trolley is

also useful for transporting clothes and supplies to and from other rooms.

Living/Dining Area:High ceilings and bamboo flooring set a “natural” theme for

the area’s light-filled flowing spaces. Translucent floor-to-ceiling roll-up window

blinds fill the bright open space with soft natural light. Privacy, light control, and

height adjustment are controlled remotely.

In the far corner, a raised remote-controlled gas-fired fireplace, flanked by thin

vertical windows, offers a wide, chair-height hearth for sitting or wheelchair

transfer. Recessed walls, fitted with easy-access cabinets and bookcases, provide

overhead glare-free lighting for hanging artwork.

The area’s generous maneuvering space also offers raised electrical outlets

(18 in.) and lower light switches (42 in.), which reduce bending and reaching.

Two 3-ft wide glass-paneled doors open onto two wheelchair-accessible outdoor

areas: a dining patio with a gas barbeque hook-up and the central courtyard located

in Zone D. “Easy-to-use” thermostats offer oversize, high-contrast, three-dimen-

sional numerals with tactile feedback for those with sensory or tactile impairments.

Zone B

Library/Media/Activity Room: A wide, slip-resistant tile walkway extends from the

entry hall, through the area, and connects with Zone C. To the left, resilient cork

9 Transgenerational Design: A Heart Transplant for Housing 127



flooring extends to a row of desk-high windows that look out onto the central

courtyard “oasis.” To the right, recessed cabinets and shelves provide easy access to

storage cabinets, shelves, and books. Recessed lighting complements the natural

light controlled by the windows’ adjustable blinds. A vertical pane of nonglare

translucent glass diffuses the corner’s built-in fluorescent light.

Guest Bedroom: The room’s angled wall offers alternative furniture arrange-

ments. The floor covering is commercial-grade, no-pad, low-pile carpeting, which

provides easy-rolling wheelchair travel. Remote controlled, translucent floor-to-

ceiling window blinds provide privacy and light control. The corner’s built-in

fluorescent light, diffused with a vertical pane of nonglare translucent glass, echoes

the one in the library.

The room’s 3-ft wide door has an 18-in. frosted glass sidelight, which permits

natural light to enter from the adjacent courtyard. It also offers additional space for

a person in a wheelchair to grasp the handle and pull the door open. A well-lit closet

provides adjustable height shelves and clothes rack. An identical door with side-

light, directly across the walkway from the guest bedroom, offers access to the

central patio and exercise pool.

Guest Bathroom: The guest bath serves both the public spaces and the guest

bedroom. Twin 3-ft wide sliding pocket doors provide easy wheelchair access

and maneuverability from either the guest bedroom or the connecting walkway.

A skylight delivers diffused natural light for glare-free illumination.

The slip-resistant tile floor provides clear 5-ft diameter wheelchair turnabouts

for easy access and transfer to the raised, off-the-floor, wall-hung water closet. The

wall-mounted fingertip flusher can be removed, providing access to an in-wall

water tank and flush mechanism. Blue-accented stainless steel sidewall grab bars

offer added safety and transfer assistance. Motion sensors control lights and fans.

The one-piece fiberglass roll-in shower is equipped with grab bars, an adjustable-

height showerhead and hand spray, and an adjustable fold-down seat. An overhead

built-in light provides glare-free lighting.

An off-the-floor vanity with a recessed front and a single-lever faucet adjusts

in height to accommodate a chair, a wheelchair, or people of any height. Its one-

piece solid surface top with integral basin has grasping fingertip edges. A row of

incandescent bulbs above the medicine cabinet provides even illumination for

makeup or shaving.

Zone C

Master Bedroom: One approaches the master bedroom through a wide tiled pas-

sageway flanked on one side by a floor-to-ceiling, south-facing window-wall that

borders the central courtyard. A roof overhang and translucent window shades

shield the summer sun, keeping the floor and opposite wall in cool shadow. During

the winter months the low-angled sunlight heats the floor and the adobe trombe

wall, providing sustainable solar heat.
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One enters the bedroom through a 3-ft wide sliding pocket door onto an expanse

of bamboo flooring. A no-threshold glass-paneled door at the end of the window-

wall opens into the central courtyard, permitting wheelchair access to the exercise

pool.

At the opposite end of the room, four side-by-side sliding mirrored doors enclose

a deep wall-wide closet system with fully adjustable clothes racks, shelves, and

drawer units. Overhead recessed lighting provides glare-free illumination. A nearby

set of narrow recessed shelves extends from floor to ceiling, offering a convenient

place for books, photos, and mementos.

Master Bathroom: The bamboo floor of the master bedroom flows into the

master bath, through a 3-ft sliding pocket door, which visually joins the two

areas. The tub and vanity units encircle an open 5-ft diameter turnabout, affording

easy wheelchair maneuverability.

The whirlpool tub is centered within a wide 17-in. high wall-to-wall surface for

sitting or wheelchair transfer. A narrow shelf above the surrounding grab bars

provides a short reach for bath items, plus added safety and stability for all ages

and abilities. Side-mounted controls and a retracting hand-held showerhead offer

easy water temperature and spray adjustment prior to and after entry.

Off-the-floor twin corner vanities adjust to accommodate users of any height; the

mirrored medicine cabinets feature diffused sidelights. A 3-ft wide sliding pocket

door, located between the two vanities, leads past pull-out drawer and storage units

into a “wet room” containing the shower and water closet.

The no-slip, roll-in shower offers an adjustable-height fold-up seat and an

adjustable hand-held showerhead. Stainless steel grab bars provide additional

safety and security. The shower’s glass door can be removed if additional maneu-

verability is required, utilizing the room’s “wet room” function. The raised, wall-

hung off-the-floor water closet makes floor cleaning easy, while stainless steel grab

bars and a wall-hung telephone provide additional safety and convenience. Like the

guest bath, motion sensors control lights and fans, and a skylight provides diffused

natural daylight.

Zone D

The house wraps around a walled central courtyard and exercise pool, underscoring

the advantage of indoor and outdoor living in the semiarid climate of New Mexico.

Accessed by level thresholds, the area is wheelchair-accessible throughout. The

raised flowerbeds and herb gardens offer the benefits of no-bend gardening. Wide

level walkways, with 5-ft diameter turnabouts at each end, lead to and surround the

self-cleaning lap pool. Sitting, dining, and entertaining areas are positioned beneath

the roof overhangs in the courtyard and the patio adjacent to the dining area. The

5-ft high wall provides privacy, while offering dramatic views of the mesas and

the western horizon beyond the Rio Grande.
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Summary and Conclusion

It is time to explore better ways to design for the needs of a transgenerational

population. Achieving results, however, requires us to reconceptualize our associa-

tion of age with disability. In reality:

l Young people grow old
l Disabled people grow old
l Young people can be disabled
l Old people can be disabled

Such understanding can help to change the prevailing mindset from one of

compliance to one of assistance. Conventional practice suggests that “accessible”

housing is best achieved through laws, statutes, standards, codes, or regulations.

History, however, clearly reveals the limitations of this approach. It takes more

than just complying with mandated principles and dimensioned templates to

achieve genuine transgenerational environments and products. Code compliance,

while important, only addresses the functional, utilitarian, and liability aspects of

accommodation. It does not address the environmental “HAT” values that help

define our humanity, individuality, dignity, and self-worth.

As innovative examples of transgenerational designs begin to emerge, attract

attention, stimulate sales, and create demand, the competition for a share of this

swelling market will cause discerning designers, builders, and manufacturers to

respond with an ever-increasing flow of attractive and desirable transgenerational

designs.

I have learned that the best kind of design requires not simply the ability to

envision a direction, not simply the courage to take an unpopular one, but also the

belief that perseverance is essential for transforming rigid attitudes. There is no

limit to what can be accomplished when everyone genuinely has a stake in the

outcome and in achieving the possibilities.

Working – and aging – together, we can help provide a “heart transplant” for

housing and live in the “world of tomorrow” that we collectively envision.

References

1. General Motors, Futurama, New York World’s Fair, 1964–65. Visitor handout booklet

(General Motors Corporation, Detroit, 1964)

2. US Bureau of the Census, Table no. 1334. Population by Country: 1980 to 2000. Statistical
Abstract of the United States: 1997, 117th edn. (US Bureau of the Census, Washington, DC,

1997)

3. P.G. Peterson, Gray Dawn: How the Coming Age Wave Will Transform America and the
World (Random House, New York, 1999)

4. K. Bole, Graying Japan poses golden opportunity. San Francisco Business Times, 16 Dec

1996

130 J.J. Pirkl



5. K. Dychtwald, Age Power: How the 21st Century Will be Ruled by the New Old (Tarcher/

Putnam, New York, 1996)

6. S.M. Bauer, Invisible no longer: Newsletters June 2005. The Family Center on Technology

and Disability (June 2005), http://www.fctd.info/resources/newsletters/displayNews letter.

php?newsletterID¼10022. Accessed 20 Dec 2007

7. T. Feeheley, PROTEUS web site. Transgenerational design (2007), http://www.proteusde-

sign.com/transgenerational_design.aspx. Accessed 20 Dec 2007

8. J.A. Leahy, Transgenerational design and product differentiators in product development

(2004), http://t2rerc.buffalo.edu/pubs/conference/fulltext_2004_leahy_2.htm. Accessed 20

Dec 2007

9. J.J. Pirkl, Transgenerational Design: Products for an Aging Population (Wiley, New York,

1994)

10. J.J. Pirkl, A.L. Babic, Guidelines and Strategies for Designing Transgenerational Products
(Copley, Acton, MA, 1988)

11. US Bureau of the Census, Statistical Abstract of the United States: 1195, 115th edn.

(US Bureau of the Census, Washington, DC, 1995)

12. Arthritis Foundation. Arthritis facts (2007), http://www.arthritis.org/facts.php. Accessed

6 Sep 2007

13. National Safety Council, What are the odds of dying? (2006), http://www.nsc.org/mem/educ/

slips.htm. Accessed 6 Sep 2007

9 Transgenerational Design: A Heart Transplant for Housing 131

http://www.fctd.info/resources/newsletters/displayNews
http://www.proteusdesign.com/transgenerational_design.aspx
http://www.proteusdesign.com/transgenerational_design.aspx
http://t2rerc.buffalo.edu/pubs/conference/fulltext_2004_leahy_2.htm
http://www.arthritis.org/facts.php
http://www.nsc.org/mem/educ/slips.htm
http://www.nsc.org/mem/educ/slips.htm


Chapter 10

Service Innovation: Towards Designing New

Business Models for Aging Societies

Patrick Reinmoeller

Abstract The aging of industrialized countries, led by Japan, requires firms to

fundamentally rethink their business models. Firms active in Japan have to recon-

sider how to deal with unprecedented demographic change, which alters the

resources available, to satisfy the shifting demand. Throughout the supply chain,

aging of human talent and retirement requires firms to anticipate and prevent the

negative effects of losing knowledge and skills. Adjusting the supply chain, devel-

oping new products, and/or augmenting products with services to target the silver

market may offer short-term benefits but are not enough to sustain success. Firms

need to develop and implement new business models leveraging service innovation

to meet the needs in aging societies. Examples of service innovations and the case

study of Seven-Eleven Japan and Yamato Transports’ shared business model

innovation illustrate how companies can seize the opportunities to create and

capture more value in aging societies.

Introduction

Large-scale environmental changes and rivalry increase the volatility and uncer-

tainty for companies [1]. Climate change, political instability, or shifts in the

demographics such as the mass retirement of baby boomers in Japan and other

aging societies (including the industrialized countries) all question organizational

strategies and shake the foundations of corporations. By 2020, one retiree’s pension

in Japan, Germany, the UK, and France will rely on only two workers: a drop from

three and a half in 2000. The successful one-child policy of Chinese administra-

tions, intended to limit the growth of China’s population, is expected to have

unintended consequences including the rapid aging of China. These changes will

affect societies, economies, and companies. Often highly disruptive, these changes

lead to dwindling demand for companies’ offerings, loss of knowledge through

retirement and competitive hiring, and lack of quality supply. However, these

changes also offer opportunities to develop new products and services, to conquer
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new markets, and to add more value to existing offerings. Opportunities are for the

well-prepared; companies need to anticipate such large-scale shifts and embrace

emerging opportunities in advance.

Japan lives in the future of the West. Japan is now the largest and richest

emerging silver market. In other words, Japan may well be the lead silver market

that allows for learning. The research, development, and design efforts of Japanese

firms and foreign firms in Japan today may generate and even foreshadow superior

products, service, and public design for decades to come. Unfortunately, many

existing offerings are not able to satisfy the needs of aging societies; many products

were designed for young segments and services are often accessories to tangible

products. Better services not only need to make hardware usable, they also need to

create new business opportunities by delivering value in a changing market.

Today’s organizations are designed to procure, produce, and promote products

for the society of baby boomers. The future of aging societies demands different

products and services and the organizations able to create these. Adapting to the

requirements of the aging society can be done most effectively with business model

innovation. While other chapters define the silver market, describe the shifts the

leading economies are experiencing, and show how they influence company per-

formance, this chapter focuses on the creation of new business models that are

aligned to the emerging reality of silver markets.

Aging Societies and Business Issues

The size, financial volume, and sophistication of demand in the silver market offer

opportunities for businesses capable of adjusting. The notion that advancing age in

society poses a threat only to industrialized countries is illusory. How China’s rapid

development and the one-child policy contribute to this society’s graying has been

mentioned before. Industrial success has so far reduced birth rates in most indus-

trialized nations and it seems not implausible that India will also succumb to this

effect with enduring economic growth. While the scale of this global phenomenon,

especially in areas such as healthcare and social support, focuses much attention, it

should not be forgotten that the retiring generation of baby boomers is the richest

generation of retirees ever in the USA, Europe, and especially in Japan. McKinsey

reports the disposable income of baby boomers in the USA to be 40% higher

compared to the previous generation. The opportunity measured in terms of size

of the market and financial resourcefulness is unrivaled. At the same time, however,

these relatively wealthy consumers are financially not ready to retire and after the

Lehman Shock are even more concerned about their future. In other words, the

large demand for new offerings in financial services or social care waits to be

served. Current supply often does not satisfy the sophisticated demand of these

retirees who have seen their expectations rise over a lifetime and have become used

to rising standards of living. This generation, having adapted to post-war, cold-war,

and post-cold war times, is flexible and demanding. This offers large opportunities
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for firms able to create offerings that meet the needs in this silver market. Growing

income disparity in Japan is linked to these generational differences. While older

generations still benefit from more generous employment contracts, members of

younger generations often work part-time without lucrative salaries and benefits.

Companies able to develop new business models are poised to seize the opportu-

nities if they address the silver market’s new demand for financial wealth and

security, a safe and adventurous life, healthy but not boring personal experiences,

social activities, or opportunities to generate income after retirement.

Why Service Innovation in Japan Matters

The business potential of the silver market suggests that companies pay attention to

the seismic shift. The potential for disruption of existing businesses and the

challenges related to the sophisticated demand in the silver market require firms

to innovate. However, product innovation alone is not enough. Exploring some of

the opportunities for companies capable of adjusting to the silver society, this

chapter focuses on service innovation and why it matters. The broader economic

development, the characteristics of demand in the silver market, and the scarcity of

research show that our knowledge on developing new business models focused on

services needs to grow.

Service Economies

Of late, the economy of each developed country becomes progressively more

dominated by services [2]. The GDP in advanced nations has grown over recent

decades, mainly driven by growth in services, which are now the most important

sector in all OECD economies. Since 1987 the share of services in advanced

economies frequently exceeds 60% or even 70% of total GDP [3]. In times of

resource scarcity and the importance of China as location of choice for many a

manufacturer, it is often overlooked that not only India’s service industries are

growing rapidly. China’s service sector had already reached 40% in 2005 and it

continues to grow. Service innovation and growth in the service sector have driven

the economic advances in recent decades’. However, a recent study by the OECD [4]

suggests that in order to enhance overall economic growth in the future, improving

the performance of the services sector is crucial. Growth is driven by factors such as

globalization and innovation. Services innovation is an important driver for signifi-

cant growth. In 2001, investment in R&D aiming at service innovation was as high

as 40% of all business R&D in countries such as Norway, Australia, and Denmark;

service industries in Japan and Germany have shares of less than 10% of business

R&D. Service innovation is needed to rekindle growth in advanced countries and

prolong growth in countries that still rely on manufacturing.
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Aging Markets Worldwide

Japan’s aging society leads the way for other industrialized countries. We consider

the characteristics of the silver market in the context of the world’s demographic

development. The global drama of senescence begins with the growth of world

population; the population of 6.5 billion people today is expected to reach 9.1 billion

in 2050. India is facing a baby boom. India’s population will be the largest in 2050

with 1.628 billion compared with today’s 1.104 billion. The average African

mother will continue to give birth to more than five children. At the same time,

the picture in the industrialized countries could not be more different. There,

fertility rates are declining: Italy, Germany, Japan, and Korea watch their popula-

tions shrink. Improvements in living conditions together with better health care

result in unprecedented longevity for large segments in these societies. This exacer-

bates the problem of seniority. The large population of senior people has to rely on

fewer people to provide the basis for increasing living standards.

Looking at the net effect on global demographics, the percentage of elderly

people aged 65+ stands today at 7.4%. At an elderly person level of 7%, societies

are said to be aging; at 14% they are called aged societies. The world will be aged in

2040. By 2050, the forecasts see even more elderly: a group as strong as 16.1%. By

then, 320 million elderly people will live in the developed countries and 1.14 billion

in the developing countries.

Paying attention to the Japanese silver market is especially important because

Japan’s society is aging quickly, ahead of other countries. The general Japanese

population peaked in 2006 [5]. In rural areas such as Shimane prefecture on the East

Sea, from where young adults have long left for jobs in the cities, the population

today has 26.7% aged 65 and above. Japan’s population now has 19% seniors aged

65 and above. More than a million Japanese citizens are older than 90, twice as

many as in 1996. Japan has 23,000 centenarians today. By 2050, about 40% of

Japan’s population will be over 65-years old. These elderly people want to maintain

or even improve the high quality of their life. Firms in Japan need to learn – quickly

– how to serve the elderly population, and how to maintain the younger generations

needed to rekindle growth of the Japanese economy and society.

Service Innovation

Innovation

Reviewing the academic literature, one finds much theoretical and empirical

research that describes, explains, and offers guidelines for the development of

efficient supply chains and new products. Being an important area of innovation,

developing new products is by far not the only area in which innovation is needed.

However, research on service innovation is still rare. Services are intangible and
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their production and consumption is often simultaneous. These commonly accepted

characteristics of services make managing for new services more challenging than

managing for new products. This has resulted in many offerings where services are

tied to products and are often bundled with hardware. Packaged in this way,

services appear more manageable but these add-on services, such as maintenance

or repair activities, often remain limited by the link to a physical product. Important

as these activities may be, in focusing on them companies forgo the potential of

more fundamental service innovation.

In recent research on innovation, three important themes have emerged that go

beyond the development of products:

1. Academics have devoted much attention to specific functions, mainly manage-

ment of technology and of research and development. Aiming to understand

productivity increases of basic and applied research, many articles develop and

test ideas on how management of technology and R&D is linked to performance,

often measured by patents registered.

2. Management of knowledge, especially tacit knowledge to foster product inno-

vation, has been a particularly rich area since the mid-1990s [6]. Creating

knowledge individually or in small teams and disseminating it across units and

organizations explains the successes of leading firms in industries such as the

automotive, electronics, or optical and mechanical equipment industries.

3. Open innovation (as a new approach to tap into external resources) has received

much attention under the labels of inclusive or outside innovation [7–9]. Linked

to entrepreneurship and new business development is the creation and integra-

tion of new venture and start-ups as the test-beds for new services and new kinds

of organization, in order to develop ideas quickly by interacting with markets.

In what follows I shall focus on the way companies renew their capabilities and

organize for ambidexterity [10–13], i.e., develop new business models by integrat-

ing and coordinating specialized activities and creating new services.

Services

In silver markets the importance of services is increased because service innovation

has the potential to create value and meet the requirements of sophisticated and

wealthy customers who experience disadvantage and constraints coming with age.

Services, according to Zeithaml et al. [14] are “deeds, processes and perfor-

mances”1 to satisfy customers [15, 16], either as supporting good products and/or

as the process for making these products good. Service is defined as a process of

1Lists of services include wholesale and retail trade, transportation and warehousing, information,

finance, insurance, professional, scientific, and technical, management of companies, administra-

tive and support, education, healthcare and social assistance, arts, entertainment and recreation,

accommodation and food services, or public administration (e.g., US Bureau of Census).
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more or less intangible activities that often take place in interactions between the

customer and service employees or artifacts, aimed at adding value for customers.

The nonphysical character of services hinders product and price comparisons [17].

Consumers cannot easily analyze the cost–value ratio given that the products are

invisible and service quality is assessed based on their experience of the service

(customer satisfaction). Customers use key components to judge a company’s

service [18], such as physical facilities, equipment, personnel and communication

materials, as well as intangibles such as reliability, responsiveness, assurance,

and empathy.

Without including the level of integration with products, V€alikangas and Lehtinen
[19] categorize three types of services, which they term generic, specialized, and

customized services. Generic services are categorized as basic services in which the

focus lies on low price. Specialized services require resources or skills to create a

superior or unique performance vis-à-vis competitors. Customized services are

strategic services. New business models can include service innovations of the

three types, with different emphasis on key components. Often service innovations

are hybrids of the three at different levels of integration with products.

Changing Business Models with Service Innovations

The term “business model” is defined in different ways [20]. In particular, the

proliferation of information and communications technologies in the last 20 years

has led to a broad discussion of the choice of the right business models [21–24].

Magretta [25] argues that a good business model stays important to every successful

organization, whether it is an established player or a new venture. The foremost

objective of a business model is to abstract the business [26] and to organize a firm

to serve its customers in an effective way [27]. Amit and Zott [28] define a business

model as the structure, the design of transaction content, and governance as ways to

create value while exploiting business opportunities.

We extend and clarify in two ways. First, better business models are systems that

exploit opportunities and create value by using the intertwined and complementary

nature of tangible and intangible elements. Raising the importance of services

beyond the level of repair and maintenance to a vital element of the total offering,

services can help differentiate more forcefully and to renew firms. Consider how

Dell established itself as a leading computer retailer by developing customer

service delivered by telephone marketing, complementing its system of low-cost

assembly [29]. Second, better business models expand dynamically by interacting

with customers and business partners. The dynamic expansion is opportunity-

driven and resource-driven. Opportunities and resources reveal themselves in

interaction. The business model allows new opportunities and resources to be

integrated, and helps to exploit them with existing resources. Amazon.com illus-

trates this point well. The online site’s ability to generate recommendations is one

of the most important marketing and sales instruments, and it was developed by
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Amazon to enhance its basic proposition in the business of selling books. Multiple

ways of offering suggestions to customers of the bookstore today drive not only

book sales but also allowed Amazon to more quickly raise the profile of its ventures

into other categories.

Being a vital part of a company’s business model and service, innovation is an

effective way to create and develop new business models that withstand disruption

by seismic shifts. Consider how Apple Computer has changed by designing its new

business model by service innovation. Apple Computer’s business model was based

on selling computer hardware and earning a premium on computer software. Since

the introduction of the iPod, Apple has entered the market space of portable music.

The service innovation that brought about the new business model is linked to

making the vast archives of the music industry searchable online with Apple’s easy-

to-use interface and expanding this into the online retail business iTunes. Apple

now benefits from low margins on content because the music sales drive hardware

sales. The dynamic expansion of its business since the introduction of the iPod

into movies, with the launch of the iPhone into communications, and the iPad into

publishing, shows how service innovation together with the complementary

elements of its business model allow for exploration and exploitation of new

opportunities.

Designing and Implementing Service Innovation

Designing and implementing service innovation has helped outstanding Japanese

companies to develop new business models to meet the demand of silver markets.

The cases presented below are based on empirical research conducted in Japan

since 2005. Interviews, field observation, and archival research yielded a rich

database from which the following illustrations of service innovation were selected.

The cases show how service innovation enabled successful business model design

and how two Japanese companies lead in satisfying the needs of the silver market.

Seven-Eleven Japan (SEJ) is the franchise system of convenience stores known

also in other countries. Yamato Transport’s Takkyubin (YTT) is a small-lot haulage

service, which is less known abroad but illustrates clearly how important service

innovations can be in creating value for senior segments in the market. As will be

explained later, SEJ and YTT enhance the utility of each other’s offering in a

subsidiary of SEJ called Seven-Meal Service (7Meal).

Seven-Eleven Japan

SEJ is the largest convenience store franchise operator in Japan. Concentrating with

more than 12,750 stores in the larger metropolitan areas of Japan, SEJ has seen sales

and profits grow for decades. SEJ’s vision to adapt to changing customer needs led
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Seven-Eleven from introducing the concept of a convenience store in Japan to

becoming one of the most admired firms in Japan. Initially licensing the Seven-

Eleven brand and system, SEJ has over time succeeded in outshining the original

owner of the concept. SEJ’s continuous service innovation has turned the operator

of convenience stores into an infrastructure platform supportive of the Japanese

life-style. Four points explain how SEJ continuously innovates: from product

to service orientation, network of stores, assortment, and item-by-item stock

management:

1. Seven-Eleven’s brand name and practice emphasizes long opening hours, i.e., a

store that opens early, stays open until late and sells convenience items. SEJ has

emphasized the idea that adaptive capability is what underpins its success.

Consequently, service innovations such as extending into financial services or

online business have become successful service elements of a strengthened

business model.

2. SEJ’s extensive network of stores is accessible to large parts of the population.

In metropolitan areas people live within walking distance of the next conve-

nience store. In the popular press, this omnipresence has led to comparing SEJ’s

stores to private storage rooms for customers, e.g., powder room, kitchen, and

refrigerator. Taken for granted to such an extent, the stores fulfill the needs of

many who are not willing to stock a product at home or drive to a hypermarket.

3. Seven-Eleven has over the years developed a system that allows it to offer a

standard group of basic offerings that are an important part of the assortment.

These include, for instance, cosmetics, newspapers and magazines, snacks and

beverages, and fresh bread and rice dishes. Besides these taken-for-granted

products that can be found in all shops, SEJ developed a system to develop

differentiated assortments so as to adapt to the local demand even at a single

store. Location and demographics are important in shaping the demand. Shops

close to schools, for example, carry different items from shops close to office

buildings. Stores in areas where many families reside have different offerings

from stores in areas where more elderly people live. Other dimensions also

matter: monitoring weather changes, SEJ’s headquarters offer locally specific

weather forecasts to help in adapting the assortment in time. New product

development also benefits a lot from SEJ’s awareness of local differences,

which is a source of new ideas.

4. Item by item stock-keeping, together with sophisticated logistics, enables SEJ to

avoid running out of stock. Local employees place orders based on the hypothe-

sis (location-specific demand forecasts for items). These hypotheses are imme-

diately tested by objective data available from the company’s point-of-sales

systems. Avoiding overstocking and opportunity loss are key elements in gain-

ing trust, increasing reliability, and in enticing customers into trying some new

offering.

Seven-Eleven’s emphasis on offerings and service innovations have turned a

retailer into a taken-for-granted institution providing services such as selling theater

tickets, postal services, and financial services. Accessible, innovative, and reliable,
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the stores are a supportive platform, especially for elderly customers, because the

small-scale “mom-and-pop” and neighborhood retailers are quickly disappearing.

In the silver market, convenience stores fulfill important functions as they help

seniors to manage their own lives and postpone the need of some for senior homes

and caretakers.

Yamato Transport’s Takkyubin

YTT service innovation has changed what haulage means in Japan. The YTT

delivery comprises haulage of parcels, packages, suitcases for travelers, and also

golf bags, clubs, or skis. Originally, haulage had been a packages service for mainly

corporate customers. After years of striving to become a company that would

transport any quantity to anywhere in Japan, Masao Ogura, who was the president

of Yamato between 1971 and 1987, reconsidered the strategy [30]. The insight that

Yamato and its customers might be better off if the firm offered only a focused

service triggered a series of changes that created YTT and helped the company to

regain profitability and reputation.

In January 1976, YTT inaugurated the home-to-home service with a distribution

network that was modeled on the hub and spoke system of airlines. Satisfying

demand from households required that Yamato’s office network would expand.

Tokyo and its surrounding prefectures were covered with a next-day delivery

service. If a truck was to go to a household, ¥500 were surcharged. Initially, YTT

chose liquor shops as Yamato’s agents for drop-off and pick-up because of their

presence in every town. Today, SEJ has become a powerful partner.

The business model behind YTT’s service innovation helped to charge standar-

dized prices and to generate cash immediately (cash payment). Two years later the

fundamental change toward the new business model became apparent when YTT

withdrew from large-lot haulage and unattractive haulage contracts to concentrate

on small-lot haulage. Five years after the start YTT broke even.

Four important points need to be made, i.e., delivery network, service standar-

dization, next-day delivery, and improving quality:

1. YTT’s delivery network covers Japan, which allows easy drop-off and pick-up

at all locations. This service greatly increases the value YTT provides to

customers.

2. Large simplification of package sizes, delivery rhythms, and prices made send-

ing and receiving by YTT much easier for customers. YTT’s house-to-house

haulage system increases the ease with which citizens, especially seniors, can

send and receive parcels.

3. Since 1981, YTT has increased the area in which it guarantees next-day delivery

and introduced on-time delivery to satisfy the customers’ need to have parcels

delivered when they are at home and not when they are absent. YTT’s service
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innovation was so successful that the number of 150 million parcels delivered in

1984 exceeded that of the Japanese postal system.

4. Improving quality was an important part of the new business model design. YTT

developed an excellent reputation for customer service and quality of delivery,

despite the time pressure on delivery staff. YTT also increased its appeal further

by the introduction of haulage of chilled cargoes introduced in 1988.

YTT’s emphasis on service innovations has turned haulage from a service for

corporations into a service for families and individuals to help their haulage needs.

Today YTT has become a taken-for-granted institution providing services indis-

pensable in large metropolitan areas where traveling with luggage is difficult or

where quick delivery is needed. In the silver market, YTT fulfills important func-

tions in helping seniors to manage their haulage needs.

Seven Meal Service

SEJ sells and YTT delivers goods. These complementary services of SEJ and YTT

are now being taken beyond this evident link of firms in retail and logistics.

The development from the first relationship to 7Meal, a new subsidiary of SEJ, is

evidence of a dynamically expanding business model that has been jointly

constructed by two companies.

Selling a wide variety of about 200 meals and submeals daily through catalogs,

its website, and the Seven-Eleven chain of convenience stores, 7Meal also offers

home delivery of the preordered meals. SEJ’s skills and experience with fresh food

sold in its stores were instrumental in developing 7Meal practices. This first-hand

experience helped to gain a first understanding of what kind of meals may be

needed at which price levels. Allying with YTT helped to solve the issue of

affordable yet high quality transport. Interacting with customers and business

partners, SEJ and YTT together exploit new opportunities and develop new cap-

abilities to increase the value added by their service innovation, i.e., a for-profit,

large-scale meal delivery service that includes the silver market as a key target

segment. In what follows I illustrate how 7Meal exploits opportunities in the silver

market and creates value by leveraging the complementary skills and capabilities of

SEJ and YTT.

The alliance between SEJ and YTT was initially centered on the SEJ stores

serving as pick-up and drop-off points and complementing YTT’s haulage system.

Patrons leave their parcel so that YTT staff will pick it up and bring it to its

destination, or the recipient may pick it up at any local store. This contributes to

Seven-Eleven’s taken-for-grantedness in everyday life in Japan, or to put it differ-

ently it has become an institution. SEJ serves an assortment of prepackaged, often

perishable, goods. Since 1988 YTT has offered Cool Takkyubin, the service of

chilled cargo haulage, which enabled customers to send any products found at the

convenience store and more to locations all over Japan. Having thus extended its
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capabilities, YTT’s skills and know-how opened new opportunities for SEJ with the

delivery of freshly prepared or on-demand merchandise. SEJ could now start

thinking of selling and delivering fresh snacks anytime, or proper meals and

submeals (courses) for breakfast, lunch, and dinner.

In August 2000, SEJ established Seven Meal Service, a subsidiary focusing on

home delivery of food and meals, which started services in September 2000 in the

Tokyo metropolitan area. Since starting the service, 7Meal has been expanding the

area covered by its service over 7 years. In summer 2007 Hokkaido was finally

included in the coverage area, effectively completing full coverage of Japan. 7Meal

had to address three main obstacles that made rapid extension of coverage difficult:

variety, freshness and price. Learning from interaction with customers and slowly

rolling out its business, 7Meal overcame the obstacles by building volume, cooper-

ation, and affordable quality.

Successful meal services need to offer enough variety to guarantee being able to
satisfy heavy users. Variety has two dimensions that increase costs considerably:

increasing the choice on each given day increases the cost of new product develop-

ment and production while at the same time it also reduces the sales of each specific

dish (diminishing the benefit from scale economies, given stable demand). Varia-

tion over time means that 7Meals cannot enjoy cost benefits of repetition, and this

increases the cost of new product development. In 2000, when 7Meal started

operations, SEJ operated only about 8,000 stores in Japan. In 2010 it operates

more than 12,750 in Japan and 37,496 worldwide. The increase of almost 50% of

stores in Japan helped SEJ to improve the economics of its supply chain.

Freshness of meals requires efficient production and delivery appropriate for the

nature of the meals. Increasing economies of scale and learning increase SEJ’s

ability to reduce the production-related costs. Chilled transport, especially in the

warm and hot seasons or southern areas, is a critical capability only offered by YTT.

This ability complements SEJ’s business model design for 7Meal. Delivery of

perishable meals to the home is costly. Allying itself with YTT, 7Meal is able to

benefit from YTT’s extensive service network and SEJ’s shared history of a

successful cooperation. The transport costs for each 7Meal delivery of ¥200 are

charged in addition to the cost of the products, which range from approximately

¥500 to ¥2,000. 7Meal offers its customers the choice between front-door deliveries

by YTT or pick-up at a designated SEJ convenience store.

Meals services need to be affordable and may not compromise on quality.

Building up the scale of operations over 7 years, the price–quality ratio has been

upgraded continuously. 7Meal chose an alliance with YTT for reasons of quality

and price. The longstanding cooperation between SEJ and YTT reassured SEJ that

YTT would conduct deliveries professionally at highest quality levels. YTT offers

to deliver a single meal for about ¥200 to the doorstep of a customer, which is much

lower than the comparable delivery price for a parcel. Today 7Meals has more than

200,000 users, more than 50% of the patrons being seniors aged over 60. The other

half chooses the service because of lack of time or because of preference. About

half of the users pick up their meals at a close-by location. The number is somewhat

smaller for the senior customers; however, many also choose the pick-up option
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because they enjoy the flexibility and also the social interaction with staff. Walking

to the store, looking around and interacting with SEJ staff offers them an opportu-

nity to complement their meals with other products and to overcome isolation by

having a chat with the sales clerk.

Summary and Conclusion

Having shown how the aging of societies increases the need for service innovation

and renewal of business models, this chapter has explained how service innovation

can help to change business models for the special case of Japan, the country that

precedes all industrialized societies on the journey to senescence. Japan’s compa-

nies are among the first to feel the changes in the demand for services and supply in

the workforce related to the demographic changes that are occurring. Developing

the notion of business models in the literature, I extend the concept by emphasizing

service innovation as a means to better explore and exploit the opportunities of the

silver market. Introducing the dynamics of new business model development as

driven by service innovation, this chapter shows how interaction with customers

(SEJ and YTT) and with business partners (Seven Meal Service) expands the range

of what is possible and – over time – the skills and capabilities needed to seize

emerging opportunities.

Japan is a showcase for how societies change and its demographic changes

antecede those in other markets. Such a lead market offers the attentive observer

key lessons to be learned. Researchers seeking to build theory that better explains

how innovation happens and how it matters need to focus more on the service

economy in such markets. Dynamic capabilities and ambidextrous systems are

suggested to be the result of continued infusion of tacit knowledge. It is not well

understood precisely how this upgrading of dynamic capabilities and innovation

through informal, intangible, and implicit knowledge happens. The questions of

“where do dynamic capabilities come from?” and “how do they emerge from tacit

knowledge” have set the agenda for more empirical research.

Four lessons seem to be especially useful for decision-makers in business and

governmental organizations, i.e., infrastructure and tacit knowledge, ambidextrous

systems, innovation as strategy, and private solutions for public issues:

1. The importance of infrastructure to exploit opportunities in aging societies is

shown. Lower mobility of seniors leads to more efforts to provide services and

goods at home or at convenient locations nearby. However, retail outlets or car

parks alone do not satisfy the new demand. Accumulating tacit knowledge over

time through interaction with customers and partners in the supply chain is

indispensable for innovation and renewal. The shop clerks at SEJ and the drivers

of delivery trucks at YTT become invested in their regional network and highly

attuned to the needs and behavior of “their” customers. While companies need to

think how they can tap the tacit knowledge of stakeholders, regional government
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or country leadership needs to pay attention to what is happening in the leading

silver market to learn from success and to avoid failure.

2. The widespread networks of SEJ’s convenience stores and the YTT haulage

system are two models for companies in industrialized countries because they

show how one business model manages the paradox of pursuing localization and

customization without the need to sacrifice scale. Exploring the new and emer-

gent needs of customers helps the companies to offer more value. Ensuring that

volumes remain sufficiently large so that the benefits of economies of scale

accrue to both firms, they successfully integrate scale and variety.

3. SEJ and YTT illustrate how the quest for innovation is the core of their strategy.

The continuous expansion of their range of ideas and businesses shows the

strong growth orientation. The complementary services and the hardware plat-

form allow tacit knowledge and insights to lead the business model to renewal.

4. Government intervention to solve societal problems can sometimes be flawed;

often it is less efficient than market-based solutions. Yet, market-based solutions

often seek profits more than the public good. This chapter shows how profit-

oriented firms can renew and expand their business models and at the same time

provide the organizational basis for one aspect of taking care of the elderly.

These four lessons learned seem useful for individual companies but also for

regions or countries that also face the arrival of the silver market. Infusing tacit

knowledge into organizational systems can enable firms to overcome paradox, i.e.,

to become ambidextrous, and succeed in contributing to the solution of societal

issues by introducing new services and business model innovation.
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Part II
Marketing for the Silver Market



Chapter 11

Current Strategies in the Retail Industry

for Best-Agers

Gunnar Arnold and Stephanie Krancioch

Abstract In view of the current demographic transformation, the retail trade faces a

clear challenge to reconsider its existing concepts, and to include older target groups

in its marketing planning to an increased degree. In this chapter, we will look first at

the factor of location, one of the central success factors in the retail trade. Next, we

will examine the preferences of German best-agers for certain types of businesses,

such as shops close to home rather than out-of-town malls. We then proceed to

discuss the effects of changed customer needs for the design of the assortments and

of packaging resulting from the customer’s decreasing physical capabilities.Wewill

present examples from the daily practice of the trade. In conclusion, we will provide

a brief overview of foreseeable trends in the retail trade.

The Retail Trade in the Face of Demographic Change

An adjustment to the needs of older customers is necessary in the retail trade, since this

area has, in some respects, a great need to catch upwith developments, and because the

potential of the best-agers is being underestimated. This very heterogeneous target

group includes people over 50 years of age with different socio-demographic char-

acteristics, value orientations, leisure-time activities, and consumer preferences.

It must always be considered that, regardless of the particular leisure preferences,

interests, or consumption habits of older people, they share the basic wish to supply

themselves via retail shopping as long as they are physically able to do so. The

spending power of the German best-agers is also attractive. Those aged 50–59 spent

about €24,000 per capita in the retail trade during 2005. The 60þ generation had

€20,000 per annum to spend, giving them€1,000more purchasing power, on average,

than the target groups through age 49.

The demographic impact on retail trade substantially affects such matters as

decisions on the location of commercial establishments. The demands of older

target groups with regard to convenience and comfort in shopping absolutely

F. Kohlbacher and C. Herstatt (eds.), The Silver Market Phenomenon,
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coincide with those of younger target groups. Purchase outlets must be accessible,

and designed in such a way that the consumers feel good there [1].

The specific wishes and needs of older customers for the retail trade include (see

p. 58 in [2]):

l Entry at ground level or by elevator
l Safe place to put shopping carts
l No turnstiles
l Wide corridors and short distances in markets
l Shallower shopping carts that are easier to push
l Help when shopping, personal contact, and opportunities for social contact
l Clear identification of sections at eye-level
l Products always located at the same place
l Easily legible price labels
l Pricing on items, not on shelves
l Magnifying glasses at the shelves
l Less depth in freezers and refrigerators
l No need to bend down or reach up
l Small portions and light packaging
l Less technology (e.g., bottle-return machines)
l Places to rest
l Standing supports at cash registers; less hectic atmosphere there
l Possibility to leave items in shopping carts during checkout
l Packaging help and delivery service; installation of equipment
l Easily legible sales slips
l Convenient transportation of purchased items to the car

Effects on Location and Types of Business

Scientific examinations by the Institute for Trade Research at the University of

Cologne (IFH) and by BBDO Sales GmbH confirm that two-thirds (67%) of those

aged 50–89 in Germany usually shop near home. More than half (52%) often shop

in pedestrian shopping districts in city centers. Conveniently located out-of-town

mall sites with good connections to transportation are frequented by 41% of those

surveyed; shopping centers achieved 39% (cf. Table 11.1).

Table 11.1 Locations frequented [3]

Where do you frequently shop? Proportion of persons

surveyed (%)

Close-to-home

and . . . (%)

Close-to-home,

but not . . . (%)

Close to home 67 – –

Inner-city pedestrian district 52 39 28

Convenient out-of-town malls 41 30 37

Shopping center 39 29 38

n ¼ 1,370 (multiple answers/rounded)
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Even if older consumers frequently shop within walking distance and in city

centers (39%), in malls outside of town (30%), and in shopping centers (29%), a

significant difference is still apparent between the frequency of shopping close to

home versus that at more remote locations.

Of those surveyed, 29% shop close to home, but avoid inner-city pedestrian

districts; 37% shop close to home, but not in out-of-town malls; and 38% shop close

to home, but not in shopping centers.

With regard to single age groups in the 50–89 range, it turns out that close-to-

home locations for shops enjoy high market acceptance values in all groups

(cf. Table 11.2). Although the willingness to shop in out-of-town malls increases

slightly among those aged 50–69, it drops again noticeably among 70-year-olds.

The 70–89 age group prefers to do its shopping close to home. All in all, it can be

stated that older consumers prefer to shop within walking distance of home, and

patronize inner-city pedestrian shopping districts, shopping centers, and out-of-

town malls ever less frequently with advancing age [3].

In order to meet the demand of easy accessibility, the location of a market must

be chosen so that it has an optimum connection to public transportation and to the

road network. Customers want to shop near their place of residence or their

workplace, and find the products they need quickly.

Up to the mid-1990s, the retail trade still pursued the concept of targeted steering

of customers, forcing them to first walk past products of irregular demand (such as

textiles, magazines, and CDs) before crossing the drinks and preserved-foods

section and finally reaching the fresh-foods section.

Today, there has been a change in attitude in that respect. In order to stimulate

the customers to spontaneous purchases in specialty-store centers for example,

clothing stores were purposely placed in various locations. Here, customers actually

consumed up to a third more than they had planned. Overall, however, drops in

sales volume were registered, since consumers shifted to other shopping centers

that offered greater convenience. Thus, a self-service market would have to be

designed so that it would be up to the customer to decide in which order s/he wished

to visit various sections. For specialty-store centers, such a reorganization could

mean, for example, grouping several retailers that supply irregularly required

products. Thus, clothing stores oriented toward different price levels could be

located directly adjacent to one another. The establishment of a discount store

and a drugstore in the immediate vicinity of a self-service department store would

Table 11.2 Location preference, by age group [3]

Preferred locations

Age Close to

home (%)

Convenient out-of-

town malls (%)

Shopping

centers (%)

Pedestrian shopping

districts (%)

50–59 years (n ¼ 561) 67 42 43 57

60–69 years (n ¼ 450) 69 46 43 58

70–79 years (n ¼ 234) 63 38 31 39

80–89 years (n ¼ 53) 70 26 13 38

Values rounded
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enable customers to obtain all their regularly required products without moving

long distances [1].

The location decisions of retailers are usually closely connected to the selected

type of business. The preferences of consumers for certain types of business must

therefore also be included in considerations. Figure 11.1 shows that over 50-year-

olds most frequently shop at discount stores (82.1%) and at supermarkets (80.2%).

Of those surveyed by the IFH, 60.4% frequently shop at department stores, while

42% stated specialty stores. In that survey, 25% described themselves as frequent

customers of mail-order houses, 17.1% stated that they often made use of home-

delivery, and no less than 13.8% frequently shopped on the Internet (cf. Fig. 11.1).

Overall, the best-agers prefer types of business that supply their daily needs and are

typically located close to their residences. Other business types, which are more

likely to provide for long-term requirements, are less frequently visited.

It should be noted with regard to particular age groups that those aged 50–69 like

to shop in department stores and specialty stores, but that this frequency drops

considerably among customers over 70. The trend of ever-fewer people frequenting

various types of business is also shown in Table 11.3. This suggests strongly that

best-agers also shop ever less frequently in supermarkets and discount stores with

advancing age. Moreover, it is evident that home services are used mainly by the

70–79 age group. The 50–59 age group, however, like to shop on the Internet and by

mail order (cf. Table 11.3).

These descriptions strongly suggest that locations near residential areas are

likely to gain in significance again in the future [4]. Particularly, markets with

small floor space stand a good chance of becoming close-to-home suppliers, and

will be able to score points with personal contact, good counseling, and friendly

service [5]. Already, a trend by discount stores to move away from the periphery

4.6

13.8

17.1

25.0

42.0

60.4

80.2

82.1

TV

Internet

Home delivery

Mail order

Specialty store

Department stores

Supermarkets

Discounters

Share of survey group, in % (n=1370)

Fig. 11.1 Types of business frequented (50 to 89-year-olds) [3]
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and towards close-to-home and inner-city locations can be observed. Shopping

centers too are being increasingly located in city centers [4].

The Consequences for Assortment Structuring

and Packaging Design

In addition to location selection and store design, there is another problem involv-

ing the products in the market itself. Here, the packaging is often a problem for

older customers, as all senses (such as sight and touch) deteriorate with age, as do

motor skills and strength [6]. Viewed in this light, packaging is often not user-

friendly [7]. A study by the European Association of Carton and Cartonboard

Manufacturers (ProCarton) confirms that only 19% of the over-60s are very satis-

fied with the packaging of products. On the other hand, 83% of older customers

stated that, for them, packaging is the decisive factor in purchasing [8]. Packaging

can thus become an indicator for the success or failure of a product at the point of

sale [2]. To attain a maximum level of comfort for the customer, the first thing

should be to provide smaller packaging. A 10-kg package of detergent, while it may

be an advantage for a family, is often a problem for older customers, since they may

not be able to transport it home due to physical restrictions [7]. Another problem is

too-complicated sealing mechanisms, which make it difficult to take the product out

[2]. It is therefore not surprising that 36% of the more mature customers surveyed

state that they would not repeat the purchase of a product if they could not open it

comfortably [9].

The visual design is also very important. Thus, matted packaging is recom-

mended to avoid a dazzling effect. An appropriately large type-face should be used

for marking, due to deteriorating eyesight, and the color selection should avoid

using blue and green, which older people can easily confuse [2]. Older consumers in

particular include many diabetics, for whom the information on ingredients on the

Table 11.3 Business form preferences, by age [3]

Preferred business types

Age Supermarkets

(%)

Discounters

(%)

Department

stores (%)

Specialty

stores (%)

Home

delivery

(%)

Catalog/

mail

order (%)

Internet

(%)

50–59 years

(n ¼ 561)

80 84 62 40 18 31 23

60–69 years

(n ¼ 450)

81 84 65 47 15 20 8

70–79 years

(n ¼ 234)

85 78 59 73 20 21 5

80–89 years

(n ¼ 53)

74 72 40 28 15 19 0

Values rounded
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packaging must be easily recognizable. For this reason the following statements

should be present:

l Exact price
l Expiration date
l Composition
l Method of application (dosage, preparation)
l Warnings for certain target groups (people suffering from allergies)
l Safety regulations and disposal instructions
l Information about manufacturer and origin

Unfortunately, this information is often entirely lacking, or only available in

English, which can cause a problem for people whose native language is not English.

Due to bad packaging design, mistaken purchases often occur. This true not only for

older customers, but also for younger ones, who are often pressed for time [7].

For this reason, the folding box manufacturer Edelmann has developed a number

of packing solutions to meet these new requirements. From the point of view of the

manufacturer, these involve particularly understandable instructions for opening

and closing mechanisms, legible names and information, and contrasting back-

grounds. Under the brand name CEasy, various innovative packaging types are

now provided, including sliding packaging with recessed grips, column-shaped

packaging with large flaps to be grasped, or folding boxes with opening aids

(cf. Fig. 11.2) [8].

Moreover, the packing design is closely connected to the assortment selection,

since here too certain characteristics can be determined for the older target groups.

For example, not only are the small packet sizes already mentioned advantageous

here, but also organic products have a high value [7]. This was also confirmed by a

Fig. 11.2 Packaging solutions by the Edelmann company [10]
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survey by TNS Infratest. A high affinity for organic products was ascertained,

precisely among people over 50 years of age [11]. This is due mainly to cultural,

religious, and idealistic values. The consumer behavior of persons with this char-

acteristic combination of values is regarded as extremely demanding. A high-

quality diet is of great importance for them. The great confidence of this target

group in the organic-food quality label is also due to this factor [11].

Due to the low price sensitivity of the best-agers, there is great leeway in brand

choice from a marketing point of view, particularly as regards trade brands.

According to a current survey by KMPG, trade brands are enjoying ever-greater

market acceptance, and are no longer to be found only in the lower price segment.

On the contrary, given the largely similar assortment in the food retail trade for

example, they can serve as a mark of distinction [12]. In addition, the convenience

aspect of the products is very important for older people. A former professional

woman who used to reach automatically for the frozen-food rack will continue to do

so in old age. For that reason, the per capita consumption of frozen food more than

doubled between 1983 and 2003 (cf. Fig. 11.3). This convenience boom thus also

represents a great potential for the retail trade [13].

But, convenience alone is not enough for the older target group. A healthy diet is

very important to them. The high value they place on maintaining their health is

confirmed by surveys conducted by the Allensbach Institute, a polling agency.

Older people in the 60–69 age group are the leaders here (cf. Fig. 11.4).

Convenience and staying healthy have long stopped being a contradiction [12].

In that sense, it is not surprising that best-agers prefer products such as dairy

products and local products which contain many additional vitamins and vital

substances. Thus, health and functional foods offer good growth opportunities for

the retail trade. In 2005, the sales volume of such products as fluoridated table salt,

wellness waters, and probiotic dairy products grew strongly, with an increase of

16.8%. These growth rates were reached both due to the successful introduction of

new products and due to the discount stores. Particularly among the best-agers, the

Data in kg (not incl. ice cream)
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Fig. 11.3 Consumption of frozen food [13]
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use frequency of products in the health and functional foods segment is growing.

This circumstance reflects the value they place on a healthy, high-quality diet, with

price playing a relatively subordinate role [15].

Implementation and Trends

Retailers are increasingly orienting themselves toward the needs of the older target

groups, and are developing innovative concepts. In addition to the Swiss Coop and a

Globus supermarket in Saarbr€ucken [4], the Austrian Adeg retail chain assumed a

pioneering role in 2003 with the opening of Aktiv Markt 50plus stores. The parent
company Edeka, too, followed that good example and, by 2009, had opened fifty

stores subtitled Supermarket of the Generations in Germany. The Metro Group is

testing special concepts on the best-agers in the future store of the Galeria Kaufhof,
and the mail-order house Otto is providing special assortments in its catalogs. Bus

tours from all over Germany are bringing customers to Germany’s first seniors
department store in Großr€aschen in Lusatia. Additional stores on a franchise basis

are planned [16]. The Tengelmann Group has entered this new territory as well,

with its Kaiser’s Generation Market in Berlin which has increased its turnover by

50% since its opening in 2006. During selection of the location, it was ensured that

approximately 57% of the population in the intake area were 50 years old or older.

The share of single budgets is 56%, hence also above the national average. The

market is to appeal to young and old target groups alike, but is to particularly take

the needs of the older target groups into account. A good overview and good
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orientation are achieved by means of numerous signs identifying product groups,

and colored product illustrations. The fresh-foods and dry-goods areas have been

broken down both by design elements and by color-coding of the nonslip floor

coverings. Good legibility is a priority in price and product information. There are

numerous magnifying glasses on the shelves for fine print on the items, and also on

the shopping carts, which are provided with integrated seats. Numerous bells are

placed in the extra-wide walks, with which an employee can be called to certain

places in the supermarket for questions and support (Fig. 11.5).

A pleasant shopping atmosphere was created by the remodeling of the facility

and the lighting concepts for each of the sections. In addition to these individual

services, the “Kaiser’s Meeting Point” was established directly opposite the bakery.

In this separate area, customers can enjoy coffee and cake, and socialize in a relaxed

atmosphere. Moreover, a comfortable seating corner, a massage couch, an informa-

tion monitor and Internet access are available. An additional special feature is the

small and single packaging marked “for the small household,” since older custo-

mers and singles have specifically asked for that [17]. Following this successful

example, the British supermarket Tesco plans to open a similarly designed store.

Therefore, they sent elderly people to Berlin in order to investigate how it operates

[18]. The gourmet division of a warehouse in Frankfurt even spares its older

customers the annoying repacking process at the cash register. With the aid of

Scanny, a mobile scanner terminal, the customers enter the prices themselves, and

Shopping cart with seat Magnifying glass on shopping cart

Massage couch in the “Kaiser's meeting point” Product identification “for the small household”

Fig. 11.5 Kaiser’s “Generation Market” in Berlin [17]
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are rewarded with a bonus book, which reminds many of trading-stamp booklets.

On weekends moreover, a packing service and delivery to the car is provided [2].

Several studies indeed confirm that standing in line at the cash register is the

greatest annoyance for customers [19]. The cash register area is normally marked

by jams, customer stress, and impatience. The introduction of new technical solu-

tions is an attempt being undertaken in many places to remove this sore spot in the

conventional supermarket in a manner advantageous to all customers [20].

Summary and Conclusion

In order to be successful in the best-agers segment, the retail trade has to provide

well-accessible locations and a convenient store layout. The assortment and pack-

aging should address the specific target group needs. It thus also offers good

prospects for other industries, like the food and packaging industry. Distinctive

features and additional income could be created through special services and offers,

with an additional benefit. If the retail trade fulfills all these needs it can also

develop a higher attraction for younger target groups. This is because they are not at

all put off by all these adaptations but, quite the opposite, they appreciate them too.

Nonetheless, only a few established service products in Germany have to date

been able to demonstrate promise for the future. US retail chains provide not only

an inviting ambiance, but also products targeted to older customers, in the market-

ing of fruits and vegetables. These include special product-friendly packaging,

complete with health tips, for example. “Meal solutions” too are an area in which

the German retail trade has some catching up to do. The integration of ready-to-eat

products into the supermarket assortment holds added value potential and an

opportunity to set oneself apart from the discount stores [21]. Marketing campaigns

on such topics as cooking, health, regional, or seasonal products, and special offers

for older target groups, could contribute to such a counter-positioning of super-

markets and close-to-home stores [20]. In step with the needs of the older genera-

tion, the significance of service and counseling-oriented products for the retail trade

will tend to increase [1].
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Chapter 12

Silver Pricing: Satisfying Needs Is Not

Enough – Balancing Value Delivery

and Value Extraction Is Key

Stefan Lippert

Abstract At first glance, the silver market provides a highly lucrative opportunity

for businesses willing and able to meet the needs of Japan’s senior generation.

International and domestic players have been pursuing these new opportunities in

the last few years. Thoroughly understanding the needs of the silver generation is a

key to capitalizing on it. However, this is just one side of the value coin. A need is

not the same as demand, and demand is not the same as profitable business. To turn

a profit, you have to balance value delivery and value extraction. Value delivery is

relatively easy: it requires market research, appropriate products and services, and

an effective distribution system. Value extraction is difficult: you need to set and

implement the right prices across products, regions, and channels. A marketing

strategy based solely on demographic and socioeconomic data, customer needs, and

buying power is simplistic, misleading, and in some cases dangerous. Capitalizing

on the silver market requires a systematic approach to developing and profitably

selling products and services tailored to the older generation. It takes a solid

understanding of customer requirements, value-to-customer, ability and willingness

to pay, price elasticities, and revenue and profit functions. The best way to achieve

this is by means of a professional pricing process covering and connecting pricing

strategy, price setting, and price implementation.

Introduction

Japan’s Silver Market: At First Glance, a Highly Attractive
Opportunity

The rapidly aging population in Japan poses an unprecedented challenge to mar-

keting. For many decades, marketers concentrated on consumers aged between 15

and 40. In some cases, such as in the premium automotive market, private banking,

real estate, luxury goods, leisure, and healthcare, the age groups of 40–50 and 50–60

F. Kohlbacher and C. Herstatt (eds.), The Silver Market Phenomenon,
DOI 10.1007/978-3-642-14338-0_12, # Springer-Verlag Berlin Heidelberg 2011
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also played a role. The silver market is widely understood to start with the 60þ age

group, which is mostly uncharted territory from a marketing perspective. There are

three reasons why Japan’s silver market is so attractive:

1. Size: Today, 22.6% of the Japanese population is 65 or over. If the current

demographic trends (low birthrate, rising longevity) continue, this figure will

almost double to 40% by 2055. Over the same period, Japan’s population is

expected to drop by 30% to less than 90 million, after peaking near 128 million

in 2005. These facts are having a huge impact on business. Both the supply side

and the demand side are affected. On the supply side, the main challenge is a

dramatic shortage of labor. The latest government forecast suggests there will be

1.3 workers per senior citizen in the 2050s, down from 3.3 in 2005. On the

demand side, the overall domestic market will shrink significantly (30 million

fewer people by 2055), but the size of the silver segment will markedly increase –
from currently 26 million to 36 million people by 2055. Between 2012 and 2014
alone, the number of elderly people will increase by one million every year,

since most baby boomers will turn 65 then. By 2015, senior citizens will account

for 26% of the population. The “super-aged” society, in which one in four people

is 65 years or older, will arrive in less than 10 years [1].

2. Purchasing power: In spite of the demographic challenge, Japan will most likely

maintain its position as a global economic powerhouse. Current economic

research suggests that, even in 2050, Japan will be number five in a global

GDP ranking, behind the USA, China, the EU and India.1 The country’s high

level of wealth will be distributed among fewer people, and the elderly will have

the lion’s share of the assets. The key facts and figures are:

l The total amount of retirement benefits the baby boomers are entitled to

during the period 2007–2009 is estimated to amount to ¥50 trillion.
l The 6.8 million boomers account for 5.4% of the population, but they hold

total financial assets worth ¥130 trillion, or 10% of the total financial assets

held by individuals. If retirement benefits are included, the latter figure

increases to 14%.
l Elderly households have more financial assets than other generations. On

average, households comprising people aged between 60 and 70 are worth

¥17 million. Households of people aged 70 and over are worth ¥15 million;

households of people aged 50–69 are worth ¥11.5 million [2].

3. Value change: Older generations of the past diligently saved their money to

enable the next generation to receive a good education. They also saved money

to balance out the expenses connected with caring for grandparents and older

1Japan Center for Economic Research 2007 (ranking based on 2000 purchasing power parity, in

US$). Most recent research indicates that the group of the “old, poor and sick” might indeed

become the majority of the silver market; see F. Kohlbacher and A.Weihrauch: Silbermarktph€ano-
men “revisited”: Goldene Gelegenheit oder rostige Realit€at?, in: Japan Markt 8/2009, pp. 13–15.
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family members living at home. This behavior is now changing drastically. The

baby boomers no longer expect their few children, who often live and work

farther away, to care for them in their advanced years. On the other hand, they

also feel less disposed to save for the younger generation. Leading financial

institutes such as JP Morgan, Goldman Sachs, and Nomura Securities believe

that the demographic change in the coming years will be advantageous for

Japan’s economic growth. This conviction is strengthened by the fact that senior

citizens spend substantially more than other age groups. Retirees draw on their

savings (as they do in the USA), while workers over 60-years old accrue hardly

any savings. This trend is spreading. In 2000, retirees spent about 15%more than

they received in retirement. Their expenditures are now 29% higher than their

income. These figures are also reflected in consumer spending: Japan’s senior

citizens consume more than the younger generation, with average per capita

expenditure increasing clearly until the age of 70 [3].

At first glance, the silver market provides a highly lucrative opportunity for

businesses willing and able to meet the needs of Japan’s senior generation. Interna-

tional and domestic players have been pursuing these new opportunities in the last

few years.

Consider HSBC, which has decided to tap into the premium retail bankingmarket.

The bank targets the upper middle class, especially baby boomers receiving their

retirement benefits and looking for good advice on how to invest the money properly.

Allianz Group and other international players have entered the Japanese life

insurance market by selling variable annuity (VA) products primarily to the older

generation; the Japanese VA market skyrocketed from less than US$1 billion in

assets in 2000 to over US$50 billion until the economic crisis of 2008 hit.

Nomura Securities sells an investment fund that pays out dividends six times a

year, when seniors get no payment from the public pension system, which pays only

every other month. The fund raised ¥660 billion in the first year.

MUFJ Trust&Banking focuses on developing will and inheritance operations.

Customers pay sign-up and annual management fees, and the bank takes a percent-

age of the will’s value upon its execution. The bank plans to broaden the service

into a conduit for selling private banking services. The bank had about 20,400 wills

under contract as of March 2008, about one third of the total number of bank-

deposited wills and inheritance arrangements in Japan (61,000, roughly 54% higher

than in 2003, according to the Trust Companies Association of Japan).

International investors have acquired a large number of golf courses, restruc-

tured them, and established new companies (e.g., Accordia Golf). Domestic com-

panies focus on opportunities in the leisure, travel, fitness, wellness, education,

entertainment, and real estate sectors, to name just a few. In particular, the health-

care market provides attractive opportunities. Healthcare costs have reached 8% of

the Japanese GDP, compared with 4.4% in 1965. More than 40% of healthcare costs

are related to patients aged 70 or above. Further massive growth in the healthcare

market is expected, given the demographic shift and the low level of per capita

health spending (about half of the US level) [4]. On the B2B side, companies
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providing solutions for the shrinking workforce (e.g., automation, robotics) are

likely to profit from the demographic change.

It’s Worth a Second Glance: Value Delivery and Value Extraction

Thoroughly understanding the needs of the silver generation is a key to capitalizing

on it. We call this value delivery. However, this is just one side of the value coin.
The other side is that business is about making money, not just satisfying needs.
A need is not the same as demand, and demand is not the same as profitable
business. To turn a profit, you have to balance value delivery and value extraction.
Value delivery is relatively easy: it requires market research, appropriate products

and services, and an effective distribution system. Value extraction is difficult: you

need to set and implement the right prices across products, regions, and channels.

A few real-life cases of silver market-related businesses in Japan illustrate this:

l You have read about the interest of retiring boomers in cultural travel and want

to set up a conveniently located travel agency focusing on premium vacation

tours. Assuming that you are able to address your target segment: What is the

convenience and advice worth to your potential customers? Are they really

willing to pay more for convenience and advice if the same trip is offered at a

lower price over the web? Or, do they use your services and end up booking

electronically? What kind of pricing levels, structures, and fencing mechanisms

does it take to prevent this?
l You want to offer advice on financial planning to retirees and sell products

accordingly. Market research has uncovered a huge need, and you have read the

reports of investment banks that tend to indicate the same. Yet, you realize that it

is by no means clear whether this need is actually backed by a sufficient

willingness to pay. Can you compete with incumbents that offer low-level

consultation for free? Apart from consultation, which features of your product

(e.g., a lifecycle investment fund) really matter to your customers? How much

are they willing to pay for them? Does your brand influence the buying decision?

How would demand react if you change prices by 2.5, 5, or 10%?
l You make premium household goods. Your Japanese chief marketer recom-

mends changing product specifications in order to better meet the needs of senior

customers. In particular, handling and design should be modified. You like the

idea, but you realize that this increases the costs of R&D, production, and

handling. You ask your marketer about the possibility of charging a higher

price that reflects the additional costs, but you hear that this would be difficult.

You realize that the silver market wants specific products, but does not want to

pay more for them. Is the assessment given by your marketer accurate? How

much would sales decline if you actually charge a higher price? What would be

the overall impact on revenue and profit?
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The silver market story sounds good, but it’s not so easily cracked. Before

venturing into the uncharted territory of the silver market, you should have a

clear, profound understanding of both the ability and the willingness to pay.

The ability to paymay be affected in the long term by a reduction in savings and

wealth due to a shrinking and aging population. A recent study suggests that the

continuous increase in the standard of living in the post-war period will come to an

end. Regardless of further GDP growth, savings will decline to almost zero over the

next 20 years. The decline in the savings rate has a direct impact on wealth and

economic growth. If new savings dry up, less wealth is created, and, consequently,

dramatically less money is available to be spent. In concrete terms, financial wealth

in Japan is projected to fall slightly from 2003 to 2024, after increasing by 5.5% a

year from 1975 to 2003. Hence, if effective counter-measures (such as a broad shift

towards higher-yielding asset classes or massively increased productivity) are not

taken, the wealth of the average Japanese household in 2024 will be more or less the

same as it was in the mid-1990s [5].2

However, this gloomy long-term perspective must not be mixed up with the

short- and mid-term outlook. Here, the question is not whether enough money is

available but how to extract it. Uncertainties stem particularly from the fact that the

elderly face a long and unprecedented retirement period of about 18 years (men)

and 23 years (women) after turning 65. Are they really big spenders, in spite of the

weaknesses of the public pension system and the lack of family support? These

questions boil down to the issue of willingness to pay.

Understanding Willingness to Pay: The Key to Smart Profit

Growth in the Silver Market

Of the three factors of the profit equation – price, units sold, and costs – price is the

most effective profit driver. In the silver market, the role of intelligent pricing

cannot be exaggerated because a needs-based view still prevails. Understanding

2The study argues that the decline in savings is driven by three main factors. Firstly, retired

households will outnumber households in their prime saving years, so savings rates will naturally

decline. The prime savers ratio – the number of households in their prime saving years (aged

30–50) divided by the number of elderly households (aged 65 and above) – has been below one

since the mid-1980s. Secondly, the generational saving behavior has changed. The young genera-

tion saves less than the older generations have. This is particularly true for the generation born in

the 1960s and 1970s, which has been moving into the prime saving years since 1990. These

households have higher disposable incomes than earlier generations, but they also spend more.

Thirdly, Japanese households traditionally build wealth through new savings rather than asset

appreciation. Recent data indicate a slight shift towards asset classes with higher yields (e.g.,

mutual funds and life insurance products), but eye-catching media reports on Japanese housewives

pursuing “carry trades” must not divert from the fact that low-yielding bank deposits still account

for more than 50% of household assets. It is unlikely that the basic investment pattern, which is

deeply rooted in a specific risk culture and the painful experience of stock market and real estate

crashes in the 1990s, will change significantly over the next 10 or 20 years [5, 6].
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your silver customer’s needs and developing products and services accordingly is

necessary for successful sales, but it is not sufficient to make sure you turn a profit.

Serving the silver market can entail higher sales costs and stricter customer

protection requirements. Consider the financial services sector. The new Japanese

investor protection law, which took effect in fall 2007, requires banks to overhaul

their practices of selling investment trusts (mutual funds) and other risk products to

elderly customers. To avoid disciplinary action from the regulator, banks had

already set up internal rules on how to deal with customers in their 70s or 80s.

For example, SMBC requires that customers aged 70+ be accompanied by a family

member when purchasing a variable annuity, while MUFG states it explains the

risks involved in complex financial products at least twice to customers over 70.

Banks also plan to increase their after-sales services by, for example, visiting

elderly customers to explain the performance of investment products or inviting

them to investment conferences [7]. All these activities cost money, and the

question the bank (or insurance company) has to answer is whether the return on

these activities is sufficiently high.

Further, silver pricing has to factor in the specific value structure and peculia-

rities of the target group. Consider variable annuities, an investment-linked, rather

complex life insurance product, which is bought mostly by customers aged 60+ in

Japan. Variable annuities have been a booming product in the overall shrinking

Japanese life insurance market (until the Lehman shock, it is currently [March

2010] uncertain whether and when the market will take off again). Competition has

been fierce and the shelf space provided by the bank assurance channel is rather

limited. To be successful in the challenging market, it takes – apart from a rigorous

financial risk assessment on the actuarial side – an exact quantitative analysis of the

product features from the perspective of the Japanese seniors: Which features do

they really appreciate and how much are they willing to pay for them? Figure 12.1

exemplifies the differing value perception of the same age group in two countries.

Investment security, for example, plays a high role for German customers,

whereas Singaporeans prefer products that offer an option to withdraw money

flexibly and high returns. Translated into willingness-to-pay, it becomes clear that

these two markets require tailored, very different products to profitably meet the

specific value structures. A one-size-fits-all approach does not work. It is a no-

brainer to say that these value structures are deeply rooted in mental and cultural

history. It is less clear why international companies still tend to neglect the specific

value structure of their Japanese customers.

Whether or not age-based price discrimination is possible depends on the given

business situation (sector, product group, intensity of regulation, etc.). In non- or

less-regulated sectors such as travel, age-based discounting has become quite

common in Japan; in particular, train tickets and vacation packages are sold with

certain age-based discounts. In financial services, Kabu.com, a leading online

brokerage, launched a commission discount program in 2006 for investors aged

50–60. According to the company, about 30% of its customers are aged 50 or over.

In 2009, the electronics retailer Bic Camera began offering a new service package,

Raku Raku Anshin Pack, that includes delivery and set-up of PCs for customers
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over 60. The service also includes unlimited tech support over the telephone.

Normally, such a combination would cost ¥21,000, but for silver customers, the

service sells for ¥9,800, a steep discount of more than 50%. At PC Depot, a similar

package targeted at the silver generation comes at a discount of 20%.

However, the goal of silver pricing cannot be discounting. Discounts boost units

sold rather than profits. In fixed cost-based businesses such as software, pharmaceu-

ticals, or securities order processing, higher units sold translate quite directly into

higher total profits, but in businesses with high variable costs (e.g., manufacturing

automobiles, mobile phones, or TV flat screens) discounts destroy margins and, in

most cases, total profits. The goal of silver pricing is to make sure you get what you

deserve. This requires an accurate understanding of the actual willingness to pay, the

price–response function, the revenue function, and the profit function:

l How much are our silver customers going to pay for the product/service offered

to them?
l How will demand shift if we change price levels or structures?
l What is the optimal price level/structure in order to maximize our revenues?
l What is the optimal price level/structure in order to maximize our profits?

To get the right answers to these critical questions, a well-structured pricing

process is the key. If there are no clear, convincing answers, any business plan

based upon silver needs is based on guessing and benevolence rather than on profit

orientation.

Price Is the Primary Profit Driver

Assume a bank sells its silver market-oriented account package for ¥10,000 and its

sales volume is one million units. The variable costs per unit (sales, back office

processing, etc.) are ¥8,000, resulting in a contribution margin of ¥2,000 per unit.

Perception of Variable Annuity features in different countries

Guarantee of life-long
payment

Return

Capital preservation

Option to withdraw
money flexibly

Investment security

Product simplicity

Customisability of product

Tax factors

highlow
ImportanceImportance

low high

Germany Singapore

high
Importance

Japan

?

low

Fig. 12.1 Value perception differs largely between countries
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The bank’s fixed costs are ¥1 billion. In this situation, the bank earns a profit of ¥1

billion [¼ (¥10,000–8,000) per unit� 1 million units� ¥1 billion fixed costs]. How

does each of the four profit drivers – price, variable costs, volume, and fixed costs –

change profit when improved by 10%?

A 10% increase in price (¥10,000 to ¥11,000) leads (ceteris paribus) to a profit

increase of 100%, from ¥1 billion to ¥2 billion. The effect of the other profit drivers

is clearly lower. A 10% improvement of variable costs, volume, and fixed costs

(ceteris paribus) would yield a profit increase of 80, 20, and 10% respectively. This

simple yet typical example undermines the key role of pricing. This is especially

true in situations where unit margins are low (Fig. 12.2).

To facilitate the decision of whether to raise or lower prices, Fig. 12.3 shows the

impact of price changes depending on different cost–income ratios. The percen-

tages given in the tables indicate how much volume has to be gained (price

reduction) or can be lost (price increase) in order to keep the cost–income ratio

constant. The silver marketer should change a price only if the expected effect on

volume is higher/lower than the given percentages. For example: at a cost–income

ratio of 0.75, a price reduction of 10% increases profit only if a volume increase of

67% or more is expected. A 10% increase in price increases profit only if the

volume decrease is less than 29%.

Increased margins stimulated by professional pricing immediately increase

profit and do not require expensive upfront investments or severance payments.

Relative to cost-cutting, price optimization offers three opportunities: it gains time,

avoids additional upfront expenses, and has a stronger impact on profit. So, the

crucial question is: how can these profit potentials be leveraged effectively?

To be read as follows: A 10% price improvement brings the price up to 11,000 Yen. Everything
else unchanged, this increases profit by 100% to  2.0 billionYen.

Profit Driver Profit (Yen)

Price (monthly
account fee)

A 10% improvement in…  ... leads to a profit increase of... 

100%

80%

20%

10%

Old NewNewOld

1.0 b8000

1.1 m1 m

1.0 b

1.8 b7200

2.0 b11,00010,000

1.0 b 1.2 b

1.0 b 1.1 b0.9 b1.0 b

Variable
unit cost

Sales
volume

Fixed
cost

Fig. 12.2 Impact of profit drivers
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Pricing Process

“Simple” price increases are risky and mostly do not result in the projected effects.

Just increasing existing prices or ordering sales staff to negotiate higher prices with

silver customers will fail. Silver marketers must use an effective pricing process.

A pricing process is a system of organizational rules, guidelines, and measures

intended to determine, manage, and implement prices. When companies offer a

large number of products, or prices are negotiated for each transaction, pricing

processes are crucial. However, due to the high number of necessary price deci-

sions, the effort involved in each decision has to be limited. Precisely defined
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Fig. 12.3 Decision table for price reductions and price increases
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processes are required to determine and implement prices and thereby garner

optimal yields (Fig. 12.4).

A professional pricing process usually includes five basic steps: strategy, analy-

sis, decision, implementation, and monitoring.

Pricing Strategy

The pricing strategy and vision should be developed well before the new product

(or service) is launched. Typically the strategy is formulated in the early stages of

product development, when there is already a clear concept and fixed specifications.

The product managers in particular are responsible for creating the guidelines and

framework for future pricing within the product strategy. The pricing strategy must

involve a clear strategy for the market entry (skimming or penetration), premium

potentials, lifecycle aspects, and regional differentiation where necessary and

possible. Likewise, the pricing strategy must be developed for other new aspects

such as parts, services, equipment, etc.

Price Analysis

To develop a pricing strategy and optimize prices, it is critical that all relevant data

be collected and the right analyses be applied. These steps are basic elements of

pricing processes and should be well-structured and considered as standard. The

information regarding the strategic triangle – silver customers, products, and

competitors – must be complete to ensure that pricing is performed correctly

using all relevant data. Among the typical questions to be answered are: How

successful are today’s pricing processes? Which data and information is necessary

for an optimal pricing decision? Which methods are used? How important is the

price in the purchase decision process? How do the competitive situation and

price–value relationships look from the silver customers’ perspective?

Price Decision

The price decision determines the optimal price and is subsequently confirmed by

the decision-makers. It is clear that all parties involved in the price decision must

understand which price is being analyzed (list price, discounted price, transaction

price, with/without VAT, etc.), for which product, in which configuration, and for

which channel and/or region.

The value-based approach to pricing comes into play here. Cost-plus and

competition-based pricing provide a certain range, but are not directly interrelated
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with the silver customer’s buying decision. For example, the baby boomer couple

looking for a brain-training video game do not care about the development and

distribution costs of the software vendor. Neither are silver customers willing or

able to compare the highly complex price–product architectures of competing

medical insurance products. However, they know what they want and what they

are willing to pay. Hence the best way to conduct silver pricing is to consider

customer requirements, value-to-customer, and the customers’ willingness to pay.

To understand and quantify these factors, indirect, multivariate methods deliver the

most accurate results. A particularly powerful approach is conjoint measurement.

A conjoint measurement exercise basically simulates the real buying decision with

real customers (through focus groups or telephone/web-based interviews). Because

the customer has to indicate preferences for realistic price–product configurations,

the pitfalls of direct, price-oriented methods are avoided. The buying decision is

always a trade-off between the value the product delivers and the price. The most

sophisticated versions of conjoint measurement are adaptive, i.e., the computer

generates realistic product/price pair comparisons based on the previous answers.

After 20 or 30 of these pair comparisons, the value structure of the individual

customer is sufficiently understood. The relative utilities of the key attributes can be

compared and the willingness-to-pay for different levels of each attribute and for

the entire product can be calculated. By aggregating preference patterns, distinctive

customer segments emerge. Such a value-based segmentation is extremely effective

when it comes to designing new products and services for the silver market.

Further, up- and cross-selling potentials need to be taken into account. Upsel-
ling: what is the optimal price gap between a standard and a premium product in

order to optimize total profits? Cross-selling: how would silver customers react to

bundling offers? This field provides tremendous opportunities for smart silver

marketers, especially in sectors in which convenience plays a larger role. For

example, a car package that includes an easy-entry option as well as an insurance

package pinpointed to the needs of the older generation (e.g., including travel

repatriation insurance) might be an attractive offering. The same holds true in the

insurance sector, where various policy types (e.g., health and life insurance) can be

sold at a package price, profiting from extremely low additional sales costs.

Price Implementation

After determining optimal price levels and structures, implementation is key. It

calls for a functioning organization, process/goal-oriented organization, effective

IT systems, and clever incentive systems for both sales people and customers.

Pricing organization, especially in Japan, is an often overlooked success factor.

A professional pricing organization has to set the framework for successful pricing

processes. This involves clear responsibilities, availability of relevant information,

and a structured feedback system to enable lessons to be learned from the past.
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Clear responsibilities are the cornerstone of all pricing issues. In many cases

responsibilities are not clearly defined. They vary for different pricing tasks and

between divisions. Quite often, responsibility is borne by a group rather than a

single individual.

There has to be a clear process owner for all relevant processes within price

management. This process owner is responsible for the timely and correct execution

of the process as well as for the involvement of relevant experts and the outcome of

the process. As an important side effect, the responsible person can be easily

identified by the company’s employees who are not involved in the process in

question.

The existence of a pricing department facilitates (but does not guarantee) the

development of a formalized pricing process. A more important factor seems to be a

direct link to senior management and good awareness at that level of the importance

of pricing. If pricing is conducted decentrally, clear guidelines and monitoring are

necessary.

Monitoring

Monitoring is an essential element in pricing to increase profitability. The imple-

mentation of the prices has to be checked continuously and adjusted if necessary.

Daily statistics and transaction price studies support the checking and adjusting

tasks by identifying negative price developments. This information also serves as

input data for the initial pricing step. Key questions to be answered are: Which

prices have been achieved in the market? How did prices, revenues and profits

develop? Where and why have target prices not been reached?

Summary and Conclusion

The silver market offers tremendous potential, but it also harbors a lot of uncer-

tainties and potential pitfalls. A business strategy based solely on demographic and

socioeconomic data, customer needs and buying power is simplistic, misleading,

and in some cases dangerous. This is even true for top-notch Western companies,

whose Japanese ventures recently failed: Vodafone, Carrefour, Prêt à Manger, eBay

and, in the 1980s, IKEA, to name just a few. Of course there are specific reasons in

each of these cases – wrong hiring decisions on country manager level, lack of

suitable sites in order to gain scale advantages and concessions from Japanese

suppliers, insufficient will to invest in Japan-specific product design and infrastruc-

ture, roll-out of an American-centric service model, etc. But all of them “suffered

from rather serious lapses of judgment, employed flawed strategies and demon-

strated a lack of understanding in regard to both the dynamics of the market to which

they had come, and the highly particular demands of the Japanese consumer” [8].
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Note that most of these businesses focused on the younger generation, which has

been thoroughly studied by marketers for decades. The uncharted territory of the

silver market bears a significantly higher risk of failing. Capitalizing on this market,

with its specific value structure and peculiarities, requires a systematic approach to

developing and profitably selling products and services tailored to the older gener-

ation. Specifically, it takes a clear, solid understanding of customer requirements,

value-to-customer, willingness to pay, price elasticities, and revenue and profit

functions to be successful in this attractive, but also difficult market. The best

way to achieve this is by means of a well-structured, professional pricing process

covering and connecting pricing strategy, price setting, and price implementation.
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Chapter 13

Changing Consumer Values and Behavior

in Japan: Adaptation of Keio Department

Store, Shinjuku

Nozomi Enomoto

Abstract Japan has been the most aged society in the world since the early 1990s.

Retailers in Japan now face various changes in the business environment – includ-

ing demographic change, economic globalization, development of information

technology, and changes in consumer values and behavior. Consumer values and

behavior in Japan reflect a characteristic transition in the retail sector, in which

department stores have been a major force. The Keio Department Store Co. Ltd

(Keio Department Store Co. Ltd. runs two department stores, and sales at Keio

Department Store, Shinjuku accounts for nearly 90% of their revenue) in Shinjuku

has been gearing its business toward seniors since the mid-1990s. The purpose of

this study is to examine how an organization adapts to a changing business

environment by exploring Keio Department Store, Shinjuku as a case of a senior-

focused retailer, extracting factors that are important in tailoring business practices.

Introduction

Learning from Western department stores, Japanese department stores have devel-

oped in their socioeconomic and cultural characteristics since their introduction in

1904, and held a dominant position in the retail sector in Japan for many years.

However, when Japan entered a period of slow economic growth after the first oil

crises in 1973, department stores experienced diminished sales. This revealed an

inherent weakness of traditional department stores, and they seemed incapable of

responding to changes in the competitive environment and to changing consumer

values and behavior, particularly after the 1980s. Further, the shortsighted down-

sizing of merchandising efforts in the wake of plummeting sales after the 1991

collapse of Japan’s bubble economy served only to make the department stores

even more ill-equipped to attract customers during tough times.

Given such circumstances, Keio Department Store, Shinjuku (Keio) reached a

turning point, combined with a fierce battle with a new Takashimaya department

store in Shinjuku in 1996. Keio’s strategic innovation in adapting to a changing

business environment was to differentiate itself by making seniors its target

F. Kohlbacher and C. Herstatt (eds.), The Silver Market Phenomenon,
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demographic. To analyze Keio’s external environment, the changing business

environment, along with consumer values and behavior, will be explored in the

following sections from the perspective of factors in the change and transition of the

retail sector in Japan.

Mechanism and Factors in Changing Values and Lifestyle

Japan’s current dynamic social environment, combined with economic globaliza-

tion and the development of information technology, largely influences the diversi-

fication of people’s lifestyles and values. With constant access to new information

and knowledge, people become more tolerant toward different ways of thinking.

The infiltration of the Internet and other information technology into everyday life

has not only diversified people’s lifestyles and values but also their personal

relations and communication styles. Between 1997 and 2006, the number of

Internet users increased from 11.55 million to 87.54 million, and the user diffusion

rate jumped from 9.2 to 68.5% ([1], p. 28). In today’s society, family members live

far away from one another for educational or employment reasons. The number of

Japanese students studying abroad, for example, increased from 14,297 to 82,925

between 1985 and 2004 [2]. Likewise, the number of foreign students in Japan

increased from 10,428 to 121,812 between 1983 and 2005 [2]. Such exposure to a

new social environment increases individuals’ drive to seek out new information

and pursue their own styles; in the past, such information was conventionally

limited, and mostly received in a passive manner.

Weakened demand for traditions or customs is one indication of the diversifica-

tion of values and lifestyles. People now enjoy their own time in their own way and

value leisure time a great deal, but this was not always the case in the past. Valuing

personal leisure time has influenced people’s perspectives on conventional

marriage, for example. Along with the increase in marriages later in life, the

number of unmarried people in their 20s and early 30s has been increasing

dramatically. The percentage of single people increased from 18 to 54% between

1970 and 2000, with more than half of all women in their late 20s unmarried. In

addition, the percentage of unmarried men in their late 30s increased from 12 to

43% during the same period. Because people still tend to have children after

marriage in Japan, the decline in the marriage rate has led to a decline in the birth

rate [3].

The enactment of laws and regulations can also be a factor that influences

demographic change and values and lifestyle diversification. For example, the

Equal Employment Opportunity Law, enacted in 1985, encourages women to be

economically independent. When women pursue careers and their work is incom-

patible with childcare, fewer women have children. In terms of the declining birth

rate, the gradual downward tendency continued into the late 1980s, and the rate hit

its lowest postwar record of 1.29 live births per woman in 2003. The number of

children born per year was about two million in the first half of the 1970s, but

decreased to around 1.1 million in 2006 [3].
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Other environmental factors that influence changes in values and lifestyles are

the spread of epidemics – such as avian flu and tainted food – along with natural or

man-made disasters that result in greater concern for disease prevention and

security. This heightened concern promotes consumer demand for safer, healthier

food and other health-related goods. These factors drive changing values and

lifestyles, as only a few examples of the mechanisms to be explored in how the

diversification of values and lifestyles affects – and is affected by – ever-changing

natural and social environments. Although it would be difficult to specify factors

that influence consumer values and behavior and analyze their degree of impor-

tance, it is crucial to accept the viewpoint that values, lifestyles, and changing

natural and social environments mutually influence one another, particularly for

long-term assumptions about the business environment.

Figure 13.1 shows the mechanism of change, and the key factors that interact

with one another in society, lifestyle, and values.

Transition of Department Stores and the Retail Sector in Japan

Consumer values and behavior in Japan generally reflect the characteristic transi-

tion in the retail sector. In the early post-war period, consumer demand was almost

exclusively for daily necessities. However, the demand picture changed as

Factors in
Changing Social Environments

infiltration of the Internet
globalization

aging population
declining birth rate

development of new products
new technology

aggravation of peace and order
spread of epidemics

Change in & Diversification of
System, Structure, and Function

Change in & Diversification of
Values

awareness of health, safety,
and prevention
will to learn
value seeking

generosity in differences
view of family and marriage

law and regulation
company effort
family structure
habitation style

work Style
consumption style

communication style
eating style

Fig. 13.1 Mechanism of change and key factors that interact with one another in Japan

Source: author’s figure
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production and distribution of consumer goods increased and retail formats trans-

formed. The growth in consumer demand allowed the growth of new retail formats

([4], p. 38). The department store was the first retail format, and played an important

role in the development of the retail sector in Japan. In the following sections, the

transitions of department stores and the retail sector will be explored from the

perspective of the changing external business environment.

Early Stage of Department Store Development

The prewar distribution system in Japan – characterized by a multilayered, complex

system with a surplus number of small-scale retailers in relation to population – was

often blamed for structural weakness, low effectiveness, and high distribution costs

compared with that of Europe and the United States ([5], p. 4). Therefore, the

introduction and the development of the department store had a great impact on

distribution and retail businesses. Learning from Western department stores, the

long-standing Mitsukoshi Gofuku-ten (Mitsukoshi Mercer Store) declared itself a

“department store” in 1904, named itself Mitsukoshi Department Store, and targeted

wealth in its early stages. After Mitsukoshi’s reorganization, other major dry

goods stores – including Matuzakaya, Takashimaya, and Daimaru – followed ([6],

pp. 27–28). Compared with other small retailers, the department stores were char-

acterized by size and the wide selection of the latest high-grade goods ([7], p. 2).

However, the Great Kanto Earthquake in 1923 was an historic turning point for

the department stores ([4], p. 18). The existing department stores in Tokyo began

gearing their business toward seeking popularization and expansion of their cus-

tomer base. As Jinbo cited from the histories of some major department stores, one

of the main reasons for this change in direction was to fulfill a market need at the

time. Most general retail stores had been destroyed by fire and the department stores

that were quickly able to restore operations played a role in supplying daily

necessities to the public ([6], pp. 28–29).

In addition, a new type of department store – selling necessities such as food and

household goods, with capital from the private railway companies – emerged in the

late 1920s at the start of suburban rail services. As competition among department

stores intensified, friction arose between the department stores and the small- and

medium-sized retailers. As a result, the Department Store Law was passed in 1937,

and control over the department stores was strengthened ([6], p. 30).

Dynamic Change in Retail Formats with Economic Growth

With the economic boom that followed the Korean War, Japan enjoyed unprece-

dented prosperity from the mid-1950s to the early 1970s. Its prewar retailing

system, consisting of a few powerful department stores and countless small- and

178 N. Enomoto



medium-sized retailers, revived. Despite the fact that the Department Store Law,

originally enacted with the aim of ensuring business opportunities for small- and

medium-sized retailers, was reintroduced in 1956 ([4], p. 38), the department stores

remained remarkably competitive until the early 1970s. The number of railway-

station department stores, for example, increased rapidly from the 1950s to the mid-

1960s, along with growth of the suburban population ([6], p. 32).

With rapid economic growth, a standardized mass popularized consumption

market appeared, and large-scale retail businesses developed during the 1960s.

These new retail formats formed the base of the modern distribution establishments

(e.g., large-scale household-appliance specialty stores), that did not have affiliated

conventional distribution channels, along with chain stores. The outstanding devel-

opment of chain stores, particularly general superstores, shook the nationwide retail

sector, and sales volume of the superstore segment surpassed that of the department

stores in 1972 ([8], p. 59).

The first oil crisis in 1973 led Japan into a recession. At the same time,

enactment of the Large-Scale Retail Store Law in 1973 hardened distribution and

retail systems, affecting the rapid growth of the superstore segment. Instead, the

popular consumption market disintegrated into many market segments, and the

retail sector became more diverse. The number of retailers whose business activities

targeted specific parts of the subdivided consumption market increased rapidly.

Further, with the growth in personal automobile ownership, the radius of shopping

expanded. Large roadside specialty stores dealing in such items as toys and

menswear appeared, along with suburban shopping centers. Convenience stores

opened in the mid-1970s and later developed with multifunctional services, includ-

ing ATMs and home delivery ([9], pp. 75–81). At the same time, general super-

stores and department stores adopted a market segmentation strategy and sought

differentiation and identity. Thus, new retail formats and the innovations in tradi-

tional business appeared one after another during the 1970s.

Falling into Functional Insufficiency

Through the 1970s, 1980s, and 1990s, Japanese department stores had sluggish

sales, except for a short-lived recovery between 1986 and 1991 – the days of the

bubble economy. The weaknesses of Japanese department stores during this time

were revealed in their functions and systems: their multifunctional structure

included features such as cultural exhibitions, theaters, special displays, play-

grounds, and restaurants to attract customers. While “multifunctional” became

characteristic of a Japanese department store, it caused malfunctions ([10], p. 61).

Another important characteristic of Japanese department stores that should be

pointed out is an outsourcing system of merchandising, using temporary sales

staff. The system was introduced by an apparel wholesaler to gain competitiveness

in 1953. The system was mutually beneficial for avoiding the risk of absorbing

losses from unsold goods, and knowledgeable salespersons were sent to the
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department stores. Looking at this risk reduction, the system spread among depart-

ment stores across the country, and department stores saw sales grow until the early

1970s ([6], pp. 39–40). However, this system ultimately resulted in a weakness in

department stores in the area of their own managerial capabilities and lack of

integrated management – and, above all, limited room for creating differentiation

and innovations.

The weakened integrated management capability of these retailers was evi-

denced by their practices after a protracted recession and the collapse of the bubble

economy in the early 1990s. To cut costs, conventional functions and merch-

andising were reduced and externalized during this restructuring period. Depart-

ments such as women’s apparel and medical supplies were expanded while

furniture, household appliances, and sporting goods were eliminated. For example,

sales of women’s clothing rose from 21.5 to 25.3% of the total sales volume in

Japanese department stores between 1991 and 2001, whereas sales from furniture

fell from 6.0 to 2.7% ([11], p. 9).

In addition, many large specialty retailers – including Bic Camera, Yodobashi

Camera, Best Denki, and Otsuka Furniture – opened concessions within department

stores. Urban department stores such as Kyoto Kintetsu, Shinjuku Mitsukoshi, and

Sukiyabashi Hankyu converted parts of their buildings for such tenant use ([10],

p. 62). Such measures further reduced the effectiveness of department stores’

management and innovation. In addition, they created similar merchandise selec-

tions and compromised a store’s unique characteristics. Thus, while strong admin-

istrative management capability was required for Japanese department stores, the

reforms narrowed the management range by externalizing merchandise dealings. In

other words, Japanese department stores diverged from their originality of functions

and innovations. The department stores’ resulting inertia made them incapable of

responding to changes in the competitive environment and to changing consumer

values and behavior after the 1980s.1

Changing Consumer Values and Behavior

Consumer demand was commonly for daily necessities as it was in the early

postwar period. However, this changed with the increased production and distribu-

tion of consumer goods. When Japan experienced rapid economic growth for a

period of about 20 years starting in 1955, the demand for daily necessities was met,

and people moved on to fulfilling special needs ([4], p. 33). However, consumer

values and behavior at that stage were still characterized as conformist, largely due

1Sales from the non-core business of among department stores continued to expand. One of the

outstanding movements can be seen in Nikkei’s forecast in February 2010 that Takashimaya’s

non-core business income, mostly supported by real estate business, accounts for 71.8% of its

consolidated income, 32.4 points up from the previous February [12].
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to the appearance of a standardized, large-scale, popularized consumption market

accompanied by the development of a mass-targeted retail sector.

When the postwar economic boom ended with the first oil crisis in 1973, many

consumers became more selective and started seeking individual lifestyles. At the

same time, the popular consumption market fragmented into numerous segments.

The remarkable tendencies seen in the early 1980s included a differentiated quality-

of-life orientation, fashion orientation, and smart consumption. The various com-

binations of these orientations made for extreme diversity ([5], pp. 13–14).

Younger people respect diversity more than traditional ways. These trends

reverse for both men and women in their 40s. Views of marriage are today

becoming liberalized, drifting away from the traditional mindset that “one should

get married” ([13], p. 10). The number of households with no children is increasing,

and more people live alone. This is also true among seniors. However, more

consumers accept word-of-mouth as a reliable opinion, via Internet and communi-

cation with family and friends ([13], p. 13).

Different approaches and research studies have revealed certain trends in

consumer’ values and behavior. For example, consumers enjoy more relaxation

services in their free time, and they pursue lifestyles and consumption patterns that

attach great importance to their individuality. Accordingly, consciousness in terms

of collecting and searching for information about lifestyles has increased. “The

cheaper, the better,” a dominant sentiment in the 1970s, is no longer the most

important issue for consumers ([14], pp. 9–10).

Japanese consumers have traditionally been described as displaying “bipolariza-

tion”: a high-grade orientation toward buying goods regardless of the price, and

price-oriented to buying inexpensive goods without being particular. Shiozaki’s

research group suggests a new framework for analysis of current consumers’

behavioral patterns. By setting high and low prices on the vertical axis, and setting

stronger and weaker particularities about things toward the right and left on the

horizontal axis, consumers’ behavioral patterns can be classified into four styles:

high-grade seeker, convenience seeker regardless of price, reasonable-price seeker

of particular things, and price seeker (i.e., “the cheaper, the better”) ([14], pp.

15–18). The increased number of Internet users reveals that customers enjoy a

social environment which makes it easy for them to search for information. Also,

even when divided into the four categories, individuals change their inclination

depending on items and occasions. Although the percentage and absolute number of

people in each group are not shown, the obvious trend is toward diverse consumer

values and behavior, with more careful consideration of purchases by way of

searching and collecting reliable information.

Even among seniors, their consumption styles tend to “involve caring about the

reputation or comments from other people about the product” or to “examine

whether a price is reasonable for good quality.” For example, in research conducted

in 2000, 2003, and 2006, the numbers of male and female consumers who consi-

dered the validity of price and quality increased. Likewise, the number of seniors

who are particular about what they want is also increasing, especially among males

([15], pp. 24–25).
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According to research performed by the Bank of Japan, the individual propensity

to consume is strong even among youths, and has been particularly remarkable

among seniors in recent years. The factors in seniors’ consumption trends could be

structural factors of demographic change, such as the aging population, changes in

consumer values and company efforts, and the introduction of the nursing-care

insurance system. Generally, the propensity to consume decreases from youth to

middle age, and then increases with age. Taking a long-term view of the propensity to

consume, a cohort analysis was also applied in order to break down the propensity

into the age effect, the generation effect, and the period effect. As a result, it has been

confirmed that the change in the composition of the aging population steadily

increases the overall propensity among that population to consume ([16], pp. 11–18).

In terms of changing lifestyles, seniors who have more financial security want to

“enjoy life.” Businesses view “active seniors” who can afford to buy as an impor-

tant target group. A trend in a “tertiary industry activity index” shows that travel

agencies, fitness clubs, and bars are experiencing high growth rates. Expanding

distribution channels for consumption include convenience stores, drugstores,

specialty stores, and shopping malls, as well as TV and online shopping. However,

a study from Nomura Research Institute clearly shows that seniors are more

inclined to go the way of one-stop shopping (purchasing as many items as possible

at one store) than are consumers of other generations, and the radius of consumption

for seniors is smaller [7]. This means that distant and large-sized stores are not

appropriate for frequent patronage by seniors.

Thus, Japanese consumer values and behavior are, in general, becoming more

diverse and increasingly oriented toward quality of life in terms of health, safety,

and relaxation than they were in the 1960s. They are also more selective and wary

of value-oriented consumption. All of these trends can be seen among consumers

regardless of their generation, except in a physical domain such as consumption

radius.

Case Study: Keio Department Store, Shinjuku

Keio Department Store, Shinjuku, a subsidiary of Keio Electric Railway Company,

opened in 1964. It is located at Shinjuku Station, which, serving ten railway and

subway lines, is the busiest station in Japan. In addition, Shinjuku is the country’s

most competitive area for department stores in terms of number of commercial

facilities, restaurants, and crowded offices. It is home to several major department

stores.

At Keio, customers over 50 years of age account for about 70% of sales, and the

constituent percentage of seniors is higher than at other department stores. Pioneer-

ing among department stores in Japan, Keio has its own customer membership

system, giving members discounts or vouchers depending on the amount of install-

ment savings, for example, over the course of 12 months. Customers who were in

their 20s or 30s when the store opened are now in their 50s or 60s. As for the
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number of member cardholders, according to the age groups of Keio Department

Store, Shinjuku customers in 2004, 55–57 is the highest 3-year bracket, and the

majority are in their 50s and 60s. Most of those who purchase are in their 50s, 60s,

or 70s. The growth rate is particularly marked among people in their 40s and 50s.

People in their 50s and 60s purchase the most, and 73% of sales in 2004 were to

those 50 or over [17].

Subdividing Senior Customers into Even Smaller Categories

When business apparel and clothing for the younger generations led women’s

consumption, merchandise for middle-aged or senior people was normally grouped

together with full-line and full-targeted selections. However, at Keio, analysis of its

customer data and studies of other research results revealed clearer characteristics

and trends regarding its senior female customers, and led to subdivision into even

smaller groups, corresponding to the diverse values and characteristics of its senior

customers: over 65, 55–64, and 40–54 for senior people, and another category for

people under 40.

Keio views the first group (over 65), the prewar generation, as having a tendency

for sound consumption and a mindset for saving. They do buy new things and enjoy

casual opportunities for postwar values, but still need a reason for consumption.

Keio appeals to their style with an intellectual, innovative image.

The second senior group (55–64), the first baby boomer generation, shares

values with the younger generation. They have information from overseas and an

interest in traveling and leisure. They are authenticity-oriented but still conserva-

tive. People of this generation pay more attention to their private lives than the older

generation, and are not like eager beavers devoting their lives to work. This group

still values individuality and word-of-mouth information from family and friends.

This leads to a great deal of consumption power. Their interest in anti- and healthy-

aging products is also very high. Keio believes that nice-looking, good-quality

materials are important to this generation. They also appeal to the younger genera-

tion’s consciousness in an international sense.

The third senior group (40–54), the post-baby boomers, is a strategically targeted

generation. They do not hesitate to buy expensive, brand-name items with an

international and youthful style. In fact, individual consumption unit price is higher

than that paid by customers in their 60s, according to Keio’s data.

Then there are the junior baby boomers, who are below 40 and go for young

career fashion. Thus, Keio has developed a clear concept of generational characteris-

tics. However, this subdivision of seniors is a subgroup within a classification, and

characteristics of these divisions overlap and remain invisible.

Keio’s incremental renovation in the fall of 2006 concentrated on the second,

third, and fourth floors as a part of a 5-year renovation project (2003–2007). The

13 Changing Consumer Values and Behavior in Japan 183



following shows the arrangement of Keio’s customer categories and relevant

selections on each floor during the renovation.

Subdivision of Customer Category

l Category A: Prewar generation
l Category B: Baby boomer generation (the most important target)
l Category C: Post-baby boomer generation (a strategic target)
l Category D: Junior baby boomer generation

Targeted Categories and Women’s Apparel Floor Layout:

The Second, Third, and Fourth Floors

l Fourth floor: Most targeted category is A (plus categories B, C, and D as A’s

daughters)
l Third floor: Most targeted categories are B and C (plus categories A and D)
l Second floor: Most targeted category is D (plus categories B, C, and A as D’s

mothers)

In the women’s sections (from the second to the fourth floor), the department

store rearranged the fourth floor in 1995, making it easier for customers in their 50s

and 60s to navigate. For example, based on Keio’s customer survey data analysis,

travel was the highest-ranking purchase motive. Keio has taken its customers’

consumption habits and tastes into account and applied them to a substantiality of

selection, price range, and, above all, quality customer service. As a result, sales on

the fourth floor increased by 7.8% from 1995 to 2005.

The renovation on the fourth floor was aimed at improving satisfaction among

existing customers. To avoid alienating them with a new and unfamiliar layout

while intensifying its youthful image, the floor layout was kept intact. The image

has been changed most daringly on the renovated third floor, which Keio considers

important, as it is supported by a wide range of generations. The purpose of that

renovation was to expand the brands supported by the strategic target (the post-baby

boomers) and to boost sales and increase migration by the most important target, the

baby boomer generation (Category B). As a result, sales on the third floor increased

by 20%, and sales on the fourth floor achieved 10% growth, according to data from

20 days after the renovation in September ([18], pp. 74–77).

Selections

Consistent with its diverse values, Keio has some items designed just for seniors

(e.g., women’s clothes, with subdivisions in terms of sizes, colors, and designs).
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Keio has also developed its own original brand for seniors. For example, Keio has

achieved the top sales in Japan for its sweaters. In 2007, its sales from April to

September increased by 7% from 2001. Bathing-suit sales increased by 15% in the

3 years after it shifted the selection from seasonal to sport swimsuits for year-round

purchases in 2002 ([19], p. 14).

After the women’s hat corner was revised in 1998, it also became a big profit

maker, with 300 million yen annual turnover, the top sales in Japan for hats. Keio

enlarged its selection by marketing hats as a method of sun protection and for

covering hair in a fashionable way. In 1995, Keio established the walking shoes

corner, which was the first of its kind among department stores in Japan. For a

customer who has foot trouble, Keio is easy to access from the station. Keio’s

selections also correspond to different types of feet. All of these selections are based

on the top-ranked values among its customers (e.g., leisure, health, relaxation, and

safety). For sports shoes, counter sales in 2006 increased by 80% from 2001, and

sales from April to September 2007 increased by 85% over 2001 levels. Addition-

ally, in 2006, sales at the town walking-shoes corner from April to September

increased by 40% from the first half of 2001 and 47% in 2007 from 2001. These are

also the country’s top sales in this kind of section [17]. Figure 13.2 shows sales in

the store and on the fourth floor at Keio Department Store, Shinjuku.

Following the collapse of the bubble economy, private consumption gradually

recovered after the fall of 1993 and then increased from late 1996 to early 1997,

accompanied by front-loading expansion of spending prior to the consumption-tax

hike from 3% to 5% in April 1997 [20]. Accordingly, Keio sees the decline of 1997

as the aftermath of the expansion of consumption in the previous year. The decline
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Source: Keio Department Store Co. Ltd.
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in 2004 is reaction to “the baseball team championship sale” of 2003 and full-scale

remodeling construction. Typically, railway companies in Japan nowadays hold

businesses in sectors such as transportation, real estate, retail, travel, and leisure.

However, some railway companies used to own baseball teams in the hopes of

transporting fans to and from stadiums, thus adding value to the route. Not as many

railway companies in Japan today own professional baseball teams, as compared

with the 1960s. Hanshin Electric Railway Co., owner of the Hanshin Tigers, is one

of the few that still do. Keio Corporation, which is a railway company, does not own

a baseball team. However, because of its collaborative relationship with Hanshin

Department Store, whose parent company is Hanshin Electric Railway Co., it holds

a sale when the Hanshin Tigers reach the championships.

Sales growth for 2003 and 2005 was exceptional because of the baseball

championship sales carried out in those years. In particular, in 2003 the Hanshin

Tigers won for the first time in 18 years, which created a social phenomenon

involving a wide range of people cheering the team across the country. Over

120,000 people flooded into the store on the first day of the sale. The usual number

is about 70,000 a day. Interestingly, the influence of these sales appeared in the

middle and senior age groups which came to the fourth floor, showing a conspicu-

ously strong reaction to the sale.

For Quality Communications and Accurate Marketing

One of the characteristics of Japanese consumers that Chen pointed out is that they

are among the most demanding in the world regarding service and quality: com-

plete fitness, absolute freshness of produce, swiftness of delivery, and so forth ([21],

p. 234). Additionally, Japanese consumers have close relationships with their small

neighborhood shops, and such shops offer an important opportunity for socializing.

Likewise, department stores offer a similar function as centers of social life and

have close relationships with customers. Therefore, Japanese shops and stores in

general are highly service-oriented and make the needs of their customers their top

priority ([21], p. 228). One research result showed that seniors react less to trends

and advertisements ([22], pp. 52–53). Accordingly, based on Keio’s research,

word-of-mouth is the most reliable information source for both Keio and its

customers, particularly seniors. Therefore, quality customer service becomes espe-

cially important when its customers with diverse values rely on word of mouth.

To improve customer service and communication, Keio Department Store,

Shinjuku provides full-scale training, conferring qualifications of Service Advisors

on those who complete the training, and increased the number of Shopping

Advisors (from 34 to 64) and of Color Advisors (from 21 to 45) in 2007. Keio

plans to increase these numbers further in the coming years.

Keio Department Store, Shinjuku strives to understand the changes in consumer

values and behavior, and to apply them to its marketing arrangements based on
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knowledge and information analysis. According to an analysis of consumers in

general and of Keio’s in particular, more seniors want to enjoy life, and they are

shifting to a more casual, health-conscious, and beauty-conscious approach to life.

One example of Keio’s arrangement for these senior customers is that half of the

women’s clothing floor is arranged by item so that customers can choose clothes

according to price, size, and color lines by themselves, not brand. To meet with the

increasing consumer values in “things for killing time” (such as trips, events, or

cultural pursuits, which are increasing in popularity in department stores), what

Keio focuses on is the stated values and purposes of its customers (e.g., merchan-

dise to relax or for a trip). Playground equipment and sporting goods, which were

once reduced along with other merchandising systems during restructuring after the

collapse of the bubble economy, have returned to Keio, creating three-generational

shopping. Thus, Keio’s strategy is not to create new values or trends but to realize

its own customers’ needs, anticipating what customers want and need. It integrates

hypotheses and verifications from analysis based on collected information through

communications with some of its 70,000 daily customers. Therefore, its renovation

is carried out according to a 5- or 10-year plan.

All of these efforts in merchandise arrangement are consistent with making

effective use of information systems, which became a drive to promote Keio’s

senior-targeted marketing. Keio introduced a data warehouse information system in

1996, around the time when it started to gear its business toward seniors. Through

cross-analysis of customer and merchandise information data, according to

Hoksaka, a director of sale planning at Keio Department Store Co. Ltd., the

introduction of a new data warehouse netted positive results in caring, for example,

about the characteristics of each customer, about when, which target, and what kind

of direct mail should be sent, and about the results of and feedbacks of measures

taken based on data analysis. In fact, Keio was introduced as an advanced case of

data warehouse introduction at an international conference hosted by a users’ group

in October 2009 [23].

After Being Dragged into an Economic Recession

After the first edition of the book was published, economic recession and financial

crisis placed department stores nationwide in an even worse situation; it was

particularly severe in those department stores with low responsiveness to the

changing business environment. Sales of existing department stores have been

below the previous year 13 years in a row in 2009 [24]. Poor sales are obvious in

areas dealing with expensive items, such as watches and jewels, and clothing

targeting the younger generation. In addition, newly emerging fashionable low-

price women’s clothing megastores, such as UNIQLO and H&M, drew younger

customers from department stores. The nationwide department store sales in 2008

fell below that of the previous year, accounting for 95% of the total 227 department
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stores surveyed. Top-ranked seller Mitsukoshi Tokyo (�6.1%), second-ranked

Isetan Shinjuku Head (�6.6%), and sixth-ranked Takashimaya Tokyo Head

(�7.9%) in 2008 were among those that experienced serious sales declines from

the previous year [25]. Keio Department Store, Shinjuku faced the same problem.

Figure 13.3 shows the store sales after 2006, setting 1995 sales as 100.

However, when looking at the fourth floor of the store, the decline is less

compared with all floors and other item categories except for food. The floor is

strategically arranged to target seniors. Table 13.1 shows the sales decrease in 2008

as compared to 2007 in the case of Keio Department Store, Shinjuku.

Although the results of Keio’s senior-targeted marketing challenges were not

remarkable in 2008, with steady effort Keio Department Store opened its first

satellite outlet, in September 2009, in a new shopping mall, Mitsui Shopping

Park LaLaport Shin-Misato [26]. The satellite outlet is a new business format for

Keio, along with an original senior-targeted marketing policy. News and TV media

reported about the satellite outlet, and Keio’s senior-targeted marketing policy is

spreading among consumers and becoming a strength of the department store.
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Table 13.1 The sales

decrease in 2008 as compared

to 2007 at Keio Department

Store, Shinjuku

Total �5.2%

Clothes �7.7%

Food +2.7%

Expensive items (art works, jewels, watches, etc.) �14.6%

The 4th floor �4.9%

Source: Keio Department Store Co. Ltd
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Discussion

The Keio Department Store, Shinjuku effectively offers a case study that details the

ways in which an organization adapts to a changing business environment by

revealing the measures that its management took in order to differentiate it from

its competitors.

In the early stages of their inception, department stores in Japan targeted wealthy

consumers. They later became more popular and turned to high-class luxury selec-

tions and multifunctionality, took on concession tenants, and installed amusement

facilities. They have maintained an important position among retailers, and have

impacted Japan’s complicated distribution system since the first department store

opened in 1904. However, sales have been affected by changes in the business

environment, including market changes evidenced by the entry of new competitors,

regulatory developments, the emergence of new retail formats, changes in consumer

values and behavior, and, particularly, the recent, extensive economic recession.

Keio faced severe challenges, particularly in 1996, when a powerful new

competitor opened a department store in the same keenly competitive part of

Shinjuku, Tokyo. Keio’s challenge was to overcome sluggish business and success-

fully employ a new, more diverse strategy that targeted seniors in the face of market

changes with respect to the competitors’ new business activities, demographic

transition toward a rapidly aging society, and consumer values and behavior.

Innovations exhibited by Keio’s competitors include rapid and drastic transfor-

mations to the retail format. The South Building of Shinjuku Mitsukoshi was rented

out to Otsuka Kagu, a furniture retailer, in 1999. The interior annex HALC of

Odakyu Department Store has been tenant-occupied by BIC Camera since 2002,

following the poor performance of furniture sales in that space ([11], p. 29).

Shinjuku Mitsukoshi reinvented itself as a miscellaneous-goods specialty shop

called Shinjuku Mitsukoshi Alcott in 2005. Moreover, in April 2008, Mitsukoshi

and Isetan merged and created Japan’s largest department store group by integrat-

ing operations under a joint holding company named Mitsukoshi Isetan Holdings.

In contrast, Keio’s attempts reveal a unique approach that focused on internal

improvement rather than external exploitation. More specifically, Keio focuses on

existing customers rather than tapping new shoppers, recognizing and valuing its

intrinsic resources and properties. Keio arranged for three-generation consumption

in the 1960s, instead of highlighting the newest top luxury world-brand fashion, as

seen at Isetan and Shinjuku Takashimaya, and applied a longer-term, incremental

renovation project. As a result, Keio’s “unchanged innovation” turned out to be a

substantial distinction from other department stores.

Keio differentiates itself from department stores that present luxurious imported

and high-priced goods through (1) a classification system that addresses the senior

generation brackets, (2) detailed efforts to offer small quantities of an array of

reasonably-priced casual and fashionable items, and (3) making the Baby Boomer

Generation its consumer focus and the post-baby boomer generation a strategically

targeted secondary bracket.
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Keio’s decisions on how it should escape from its financial predicament and

correct its track with a new senior-targeted strategy was its evolutionary attempt to

review and establish its customers as its cornerstone. The measures that Keio took

to cope with the changing environment and diversification of its consumer values

reflected an analysis of consumption trends based on customer data from its

membership and from comments voiced daily in the store. In effect, these pools

of data contributed to the creation of hypotheses, strategies, and verification of

theories to meet customer needs.

Naturally, reliable information is supplied to both customers and Keio through

customer service offerings, which simultaneously supports hypothetical scenarios.

Thus, the examination of Keio’s efforts to operate in its severe business envi-

ronment demonstrates three remarkable yet basic strategies: clarification of its

target customers, consistent review of individual customer wants, and an applica-

tion of knowledge and information to its marketing arrangements. For these stra-

tegies, Keio targets senior customers, using analysis of customer data, application

of assumptions and inspection, and continuous information-gathering to keep

consumption trends in perspective. One of these attempts is the physical layout of

the store’s theme-relevant product assortments, on the hypothesis that travel,

leisure, health, and safety are essential considerations. In addition, the layout of

each floor and allocation of the whole building are based on the hypothetical action

scenario that more senior customers prefer a one-stop shopping approach and a

wider radius in the building’s interior. Such approaches are Keio’s strong points in

achieving consumption among three generations.

Keio’s practice can be effective against the weakness of department stores of

limited flexibility, which has surfaced since the late 1970s, particularly in the face

of a changing market and consumers’ vacillating values and behavior. It can also be

effective against a lack of integrated managerial capability, which has become

apparent since the early 1990s. With clear vision and precise targeting of customers,

one may expect increased centripetal force that leads to integrated management.

Also, improvement in service quality evidenced by an effort to provide a qualifica-

tion system for its full-time sales staff instead of outsourcing underscores secure

responsiveness to customers’ needs and, consequently, flexibility in addressing

their changing values and behavior. The important thing is to logically integrate

all innovations and efforts once a target is identified.

The store’s potential for an effective senior-marketing strategy is evidenced by

its move to open a first satellite outlet that offers an original arrangement of

merchandise, despite the present economic recession.

Summary and Conclusion

This study evaluates the ways in which an organization adapts to a changing

business environment by examining the Keio Department Store, Shinjuku. Keio

presents an example of a senior-focused retailer, and the factors that are vital in
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tailoring corporate practices to a changing business environment. When making

long-term assumptions regarding the business environment, it is particularly crucial

to analyze a retailer’s strategies by taking into account how consumer values,

lifestyles, and changing natural and social environments mutually influence each

another. While diversification of Japanese consumer values and behavior, which

reflects the transition of the retail sector, is presented as a major factor of change in

the business environment, department stores’ weaknesses, which are common, in

integrated management practices and innovation limit their capability to respond to

changes in the competitive environment.

In order for Keio to challenge its powerful new competitors, it also had to adapt

to changes in the business environment. Accordingly, Keio’s key internal innova-

tions consisted of efforts to improve the quality of service and communication by

identifying the values and traits of its existing customers from a long-term perspec-

tive. Some of Keio’s strategies were the opposite of the approach that its compe-

titors were taking, and resulted in distinctive operation in terms of store size,

resources, speed, degree, innovative approaches, and the scope of target, price,

and assortment. Specifically, its medium size, conventional resources, senior-

targeted approach that considered patronage by three generations, substantial

merchandise selection at reasonable prices, long-term incremental changes, and

invisible innovation each developed out of its efforts. In addition, these strategies

and efforts are logically interwoven and integrated as a whole. Thus, at Keio, a clear

vision of targeting customers and its logically integrated strategies increased

centripetal force. Therefore, Keio obtained the flexibility to adapt to the changing

external competitive business environment, including consumers’ diverse values

and behavior.

Appendix

Japan became an “aging society” in 1970 and an “aged society” in 1994. At present,

it is the most aged society in the world. However, both the public and private sectors

in Japan are still underdeveloped in terms of provisions for an era of an aged

society. A case study was conducted to examine the ability of organizations to cope

with the changing business environment, particularly the retailers’ adaptability to

the needs of an aged society.

The study case was selected from among 30 retailers. Each exhibited shifts

toward a niche business and quality service improvements, based on a positioning

map generated by an analysis of small- and medium-sized enterprises which was

conducted by a financial research institute ([27], pp. 71–80).

With a scenario that met the selection criteria of an organization that (1) was

already catering to a core clientele of seniors, (2) recognizes internal and external

aspects of the business environment, and (3) has implemented innovation, this case

study involved the following aspects and research methods:
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l A comprehensive analysis and interpretation of changing business environments

from socioeconomic and cultural perspectives, primarily obtained from govern-

ment statistics and interpretations, with additional research data acquired from

advertising and financial research institutes.
l An exploration of conventional business practices in the retail sector, along with

changes in the business environment, with research references on marketing, the

retail sector, and department stores.
l An examination of the effectiveness and adaptability of internal functions and

systems to external changes in the business environment, as evidenced by a case

study of one department store.
l Face-to-face and telephone interviews and online communication with the

following individuals between late October 2007 and January 2008: Sachiko

Shindo, Senior Manager, Public Relations Department, Keio Department Store

Co. Ltd., and Yoko Yasuda, Deputy General Manager, Marketing and Sales

Promotion Officer, Takashimaya Co.
l Follow-up telephone interviews and online communication in February 2010

with Sachiko Shindo, Keio Department Store Co. Ltd.
l Field studies on store layout, selections, customers, services, and communica-

tion of the following department stores between August 2007 and January 2008:

Isetan (Shinjuku), Keio Department Store (Shinjuku), Mitukoshi (Nihonbashi),

Odakyu Department Store (Shinjuku), Seibu Department Store (Ikebukuro),

Takashimaya (Nihonbashi), Tobu Department Store (Ikebukuro).
l Data analyses provided by Keio Department Store Co. Ltd.
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Chapter 14

Bargain Hunting Belongers and Positive

Pioneers: Key Silver Market Segments in the UK

Lynn Sudbury and Peter Simcock

Abstract Although the importance of older consumers to marketers is well-

documented, there exists a relative paucity of UK-based empirical studies into the

attitudes, values, and behaviours of these consumers. Moreover, silver consumers

are often treated as a homogeneous mass. Based on an extensive survey into a range

of socio-demographic, health and physical, socio-psychological, psychographic,

and behavioural variables amongst adults aged between 50 and 79 years (n ¼
650), this study confirms that the older consumer market is not homogeneous.

Rather, analysis of the data leads to the first comprehensive segmentation model

of the older consumer market in the UK. This chapter profiles two of the major

segments to emerge from this analysis, which differ considerably from each other

on a range of variables, including consumer behaviours. The marketing implica-

tions for targeting these different segments are discussed.

Introduction

The UK is ranked 17th out of 192 countries in terms of its proportion of people aged

60 and over in relation to the population as a whole [1]. Life expectancy in the UK

is now 81.5 years for females and 77 years for males [2]. Although retirement age in

the UK is 60 or 65 and the median age is currently 39 [2], consensus among

gerontologists (e.g. English Longitudinal Study of Ageing), policy makers (e.g.

new ISA limits), charities (e.g. Age Concern), academics [3] and practitioners

(e.g. SilverSurfers.net, SAGA) has resulted in age 50 becoming the inclusion

point for studies, policies and target markets. The addition of Baby Boomers

(born 1947–1964) to this group has resulted in the emergence of a market poten-

tially comprising over 20 million people in the UK [4].

Increases in longevity, coupled with better nutrition and advances in healthcare,

have led to some evidence to suggest healthy life expectancy in the UK is increas-

ing at least as quickly as life expectancy [5]. Moreover, there are also groups,

particularly amongst the baby boomers, who shaped modern marketing [6], as
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business was forced to focus on an ever expanding market of young, affluent

consumers with markedly different wants and needs from preceding generations.

The consumption patterns established in their youth continue into their maturity.

UK consumers aged between 50 and 64 years are amongst the highest spenders on

hairdressing and beauty treatments, insurance, foreign vacations, alcoholic drinks

(particularly wine), household appliances, new cars, ladies’ clothes, and a range of

grocery products from cakes and biscuits to fresh fruit and vegetables [7]. Despite

the clear opportunities to be found in this market, practitioners are still reluctant to

target older adults [8]. One possible reason for this reluctance is a lack of valid and

reliable research on which to base marketing strategies.

Silver Market Segmentation

Grouping all silver consumers into one age-based category may result in business

overlooking crucial segments of this important market. Indeed, Moschis [9] asserts

that no other consumer market justifies segmentation more than older consumers,

because as people age they become more dissimilar with respect to lifestyles, needs,

and consumption habits. The USA leads the way in silver market segmentation

models, and from early studies that tended to be based on chronological age, several

more sophisticated segmentation methods have emerged. These include Towle and

Martin’s [10] six segments based on buying styles, personality traits, self-concept

measures and demographic variables; Lumpkin et al.’s [11] model based on differ-

ent shopping orientations towards apparel and some lifestyle factors; a six segment

model based on lifestyle dimensions [12]; Leventhal’s [13] model that takes into

consideration factors such as buying power, marital status, and health; and finally

the most comprehensive segmentation model of older Americans, the Geronto-

graphics method proposed by George Moschis and his colleagues at the Centre for

Mature Consumer Studies at Georgia State University [9]. Gerontographics is based

on a variety of social, psychological, and biophysical variables, which offers four

distinctive segments. The one drawback to these general models is that few

demographic differences between segments can be identified, and, as Ostroff [14]

notes, the best and most useful profiles of older consumer segments integrate a wide

variety of variables, including demographic data.

There is another group of American models which are based on specific product

categories. These include Morgan and Levy’s [15] segments for health products and

food; five segments for over the counter drugs [16]; and four segments for apparel

shopping [17]. Two studies also offer ways of segmenting the travel and tourism

market for older consumers [18, 19]. Although all are no doubt useful in particular

circumstances, the obvious limitation of these models is that they are based on

specific product categories, and thus cannot be extended beyond those categories.

In contrast to America, the UK is marked by a paucity of silver segmentation

studies. Indeed, only one academic study exists, where Tynan and Drayton [20]

identified a potentially important segment known as “Methuselahs”. The date of
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this study and subsequent cohort effects means the applicability of this model is

likely to be of limited value in segmenting today’s seniors.

Based therefore on the obvious need for a current, comprehensive, empirically

based segmentation model of the silver market in the UK, the study detailed here

aimed to provide a segmentation model to help guide practical marketing strategies.

Included in this study are socio-demographic data pertaining to chronological and

self-perceived age, work status, income bands, marital status, and progeny; lifestyle

issues including health, exercise, social and leisure activities, andmedia usage; and a

battery of existing scales relating to social gerontology and psychographic, psycho-

social, and consumer behaviours. (Full details of the precise methodology used,

including the actual scales utilised and the data analysis methods are available from

the authors on request.) A self-administered questionnaire was sent to an age-quota

sample, resulting in a usable sample size of 650 adults aged 50–79 years (mean age

62 years), that mirrors the UK age demographic of this sector of the population.

Five segments emerged, which differ significantly on a range of variables.

A profile of two very different segments, which between them account for over

two-thirds of the silver market in the UK, now follows.

Positive Pioneers (30%)

This is the youngest segment in terms of both chronological and cognitive age, with

an average age of 56 and 46 years respectively. It is relatively affluent, despite

having the fewest empty nests, with more than one in four still having grown-up

children living at home, and more than half have young grandchildren. Unsurpris-

ingly, then, they also have the most frequent contact with their families than any

other segment. Despite their relatively young age, only half rate their health as

good, suggesting some minor health problems in this segment. More than half enjoy

energetic activities, a further third is moderately active, and they take the most

holidays abroad. This segment can be accessed through magazines and the internet,

but have the lowest levels of radio consumption.

As their name suggests, positive pioneers are by far the most venturesome (i.e.

willing to try new brands), and display far greater market maven tendencies (i.e.

have a high propensity to share market and shopping information) than any other

segment identified in this research. They also have the most positive attitudes

towards marketing and consumerism, display relatively high levels of materialism,

have positive attitudes towards credit, and are not particularly price-conscious

although they are still unsure about senior discounts.

Bargain Hunting Belongers (38%)

This is the oldest cluster, with a mean chronological age of 70, and an average self-

perceived age of 61. Bargain hunting belongers are the least affluent segment with

the vast majority now retired. Despite its older age, this group still feels relatively
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healthy. However, in terms of hobbies and pastimes, they are the least physically

active of all older consumers. Their media consumption profile reveals that they are

the highest consumers of television, relatively high consumers of radio, newspapers

and magazines, but have the lowest internet usage.

Despite being the oldest, they are by no means the most nostalgic. Fun and

enjoyment is their least important value; this group places greater importance on a

sense of belonging than any other. Perhaps this is why they see their friends more

frequently than any other segment. They are also close to their families. They

display moderate or average scores across the range of psychosocial factors,

although this group displays the lowest levels of negative effect – perhaps suggest-

ing an element of “stiff upper lip”.

Although this segment is only moderately materialistic and moderately venture-

some, it displays above-average market maven tendencies, and has relatively positive

attitudes toward marketing and consumerism. Probably due to their restricted

incomes, this group enjoys a bargain, in that it is highly price-conscious and displays

the most positive attitudes toward senior discounts. It is also less averse to credit

than several of the other segments.

Benefits of the Model

This segmentation model confirms that senior UK consumers are not all the same.

Rather, five groups can be identified, which differ considerably on a range of

important criteria. The model has a number of advantages. First, it is not based

on speculation or conjecture, but rather is the result of the largest known empirical

study into the consumer behaviour of older adults in the UK. Second, it is compre-

hensive in that it utilises a wide range of biophysical, sociological, and psychologi-

cal variables, all of which have been shown to be particularly relevant to older

adults in the gerontology literature. Thus, the model has a sound theoretical basis.

Moreover, its use of additional socio-demographic, media usage, and consumer

behaviour variables means it is useful to the marketing practitioner. Third, the

segments presented here are not limited to a specific product or product category.

Finally, the model meets the criteria for effective segmentation, as suggested by

[21] in that the resulting segments are measurable, accessible, substantial, and

differentiable.

Additionally, the model has a number of advantages over existing silver seg-

mentation methods discussed earlier in this paper. First, it is more comprehensive

than the models proposed by Towle and Martin [10, 12], both of which had

smaller sample sizes and utilised fewer consumer behaviour, psychographic,

socio-demographic, health and media usage measures than the present study.

Importantly, both studies used chronological age only, with no attempt to measure

cognitive age. Despite these differences, there appears to be some overlap between

them (viz. “active retirees” with “bargain-hunting belongers”; and “young and secures”

with “positive pioneers”). The final general model, Moschis’s [9] gerontographics,
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employed a much larger sample size than that of the present study, measured

cognitive as well as chronological age, but used slightly fewer (136 against 165)

measures of biophysical, psychological and social ageing, psychographics and

consumer behaviour. However, given the much more comprehensive nature of

Moschis’s study, it is surprising that there is only one instance of overlapping

segments (“ailing outgoers” with “bargain-hunting belongers”) between the two

models. This might be due to the fact that different variables were measured in the

two studies, or that there are fundamental attitudinal and consumer behaviour

differences between older adults in the USA and the UK.

Managerial Implications and Applications

Identifying discrete segments provides firms that wish to target older consumers

with a starting point for a range of marketing decisions. Product policy should differ

between segments based on differences in cognitive age, marital status, health and

fitness, and income. For example, the cognitively young and relatively energetic

positive pioneers take more vacations outside of the UK, and enjoy better health

than the cognitively older bargain hunting belongers. Thus it makes sense to target

the first segment with active pastimes, overseas vacations and perhaps even adven-

ture holidays, whereas the second segment would seem a natural target for UK

vacations, more leisurely pastimes, and mobility and dexterity aids.

Equally, pricing policy should be informed by the insights provided, which

relate not only to income, but also to price consciousness, attitudes toward credit,

and senior discounts. In the past, far too much of the trade literature, in particular,

has stressed the differences between younger and older adults relating to price

consciousness instead of exploring the differences within the older consumer

market, as presented here. For example, bargain hunting belongers, despite being

the oldest (both chronologically and cognitively) and least affluent segment, are

not averse to credit, as is commonly assumed. Thus, although they might have

the lowest disposable incomes in the older market, they should not necessarily be

automatically excluded as a target for more expensive purchases, as it may be

possible to offer them the right type of credit and allow them to spread the cost.

Traditional assumptions regarding senior discounts also need revising in the

light of this research. As might be expected, bargain hunting belongers have highly

positive attitudes to senior discounts. Consumers in this segment are the most likely

to be retired empty-nesters, and the vast majority are grandparents with their oldest

grandchild at the landmark age of 18. Thus, their positive attitudes towards age-

based sales promotions are to be expected, given that they have a host of other

reminders that they are no longer young. They have begun to accept the discounts

offered to them, and are more likely to take advantage of as many senior promotions

as possible; indeed, they sometimes seem to feel that price discounts based on

seniority are rewards they have earned.
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In contrast, marketers cannot assume that the cognitively young and more

affluent positive pioneers will all have negative attitudes towards senior discounts

and promotions that, by definition, undermine their youthful self-image. Rather,

this segment is unsure about, but not completely averse to, such age-based dis-

counts. This segment needs to be targeted carefully, and might prefer such offers

via mail, telephone or, given that they are the highest users of the internet, on-line

senior discounts are appropriate. This way, the effects on their young self-perceived

age will be minimised, as they do not have to admit to being old enough for such

discounts in public.

Targeting, positioning, and advertising strategies can also be improved by using

the wide range of information pertaining to cognitive age, values, attitudes, and

psychographic details provided for the two segments. For example, a sense of

belonging is of crucial importance to bargain hunting belongers, thus the need to

portray older models in social settings in advertising campaigns is very important

for this segment, although less so for positive pioneers. Furthermore, for increased

effectiveness and efficiency, media strategies need to be tailored. Bargain hunting

belongers are best reached using television and print media, whereas positive

pioneers – although relatively heavy consumers of television – might more cost-

effectively be reached via the internet.

Finally, the fact that the proposed model is not product- or industry-specific,

providing many advantages over alternative segmentation models proffered in the

past, does mean that it may not be appropriate for all product categories, and

bespoke marketing research will still be needed for in-depth understanding of

attitudes and behaviours toward certain products and marketing practises. Never-

theless, it provides some insight into the many facets of opinions, attitudes, and

perceptions among older UK consumers, previously unavailable to marketing

practitioners.

Summary and Conclusion

This chapter has provided an overview of the largest known empirical study into

older consumers in the UK. The study comprised a quota-sample of 650 adults aged

50–79, and used a battery of variables based on the major dimensions of ageing, and

behavioural variables previously shown to be pertinent to older adults in the

gerontology and marketing literature. Five distinct segments emerged, two of

which are profiled here. The model overcomes many of the limitations of previous

segmentation studies pertaining to older adults, and also fills a research gap noted

by several previous researchers in that a variety of different types of age are utilised.

The research confirms that the silver market in the UK is not homogeneous, and the

model meets the criteria for effective segmentation in that the resulting segments

are measurable, accessible, substantial, and differentiable. The model has practical

implications for targeting silver consumers.
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Chapter 15

Grey Power: Developing Older Customer

Strategies

Sue Tempest, Christopher Barnatt, and Christine Coupland

Abstract This chapter explores the increasing importance of “grey power” in the

labor market and the marketplace. To fully understand grey market potential,

companies need to develop an understanding of individual older customers and

their broader social contexts in terms of both their varying immediate household

compositions, and their intergenerational relationships. In this chapter we first

challenge stereotypes and then introduce a model of older-person segmentation.

The frame of analysis is then extended beyond the individual older customer in

order to assess the range of “future households” in which the old will increasingly

play a key role when purchasing decisions are being made. We provide a wealth/

health segmentation for firms seeking to develop older customer strategies, and

supplement this with a categorization of future households and the issues raised by

intergenerational dynamics. This is then used to challenge false assumptions about

older household compositions in the twenty-first century. In turn, this provides a

segmentation of the old as workers and as customers in a variety of social contexts,

which we hope offers some useful tools for companies seeking to capitalize on grey

power now and into the future.

Introduction

In June 2007, YouTube asked 79-year-old web celebrity “Geriatric 1927” to pro-

vide the launch video for their UK website. A month later, NASA set up a panel of

retired engineers from its Lunar Module Reliability and Maintainability team to

provide advice to current employees charged with returning a man to the moon by

2020. And, 2 months after that, on 23 September the US Department of Labor

celebrated its fifth National Employ Older Workers Week. As demonstrated

throughout this book, as population aging continues to increase, so the “old” are

increasingly being recognized as icons of consumer power, a source of key knowledge,

and vital labor force participants.
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This chapter explores the increasing importance of “grey power” initially in the

labor market, but more significantly in the marketplace. In doing so, it first

challenges stereotypes and then reasserts a model of older-person segmentation of

potential value to companies seeking to most successfully market their products and

services. The frame of analysis is then further extended beyond the individual older

customer in order to assess the range of “future households” in which the old will

increasingly play a key role when purchasing decisions are being made.

Older Workers

As people live longer, rigid work retirement distinctions are becoming untenable.

The world’s elderly population is projected to rise from 0.5 billion in 2000 to two

billion by 2050 [1]. Across Europe, the median age of the population is projected to

rise from 37 in 2002 to 52 by 2050. In the US, 27% of the population will be aged

over 60 by 2050, including a forecast of one million centenarians [1]. Emerging

economies will be affected by population aging too. By 2030, more than twice as

many people over 65 will reside in developing countries as in the developed world

[2]. More people are also living to be centenarians. Research into centenarian

longevity suggests that if you have been healthy you live longer, and even amongst

this very old cohort, 30% have no significant deterioration in their thinking ability [3].

Widespread increases in longevity and in lifelong health necessitate a reap-

praisal of the work/retirement distinction and a revisiting of our stereotypes of

older workers [4]. Older workers (those aged 50+) are sometimes perceived as

unable to adapt to change, unable to learn new techniques and skills, and reluctant

to embrace new technologies [5]. This can even become a self-fulfilling prophecy if

older workers mentally and emotionally disengage from the workforce. Indeed,

there is the danger that older people themselves internalize this socially constructed

stereotyping and “discriminate against themselves” by not coming forward for

training or promotion [6].

Governments are concerned about the low participation rates of older people in

the workforce. This has manifested itself in concern about dependency ratios

between the economically active and the economically inactive. Governments

also have good reason to be concerned. Evidence suggests that many older workers

are leaving the labor force on an involuntary basis. For example, OECD statistics

for 2005 for the UK show employment rates for those aged 15–64 as 80.5% for men

and 67.9% for women; whereas for the population aged 55–64 employment rates

fell to 65.7% for men and 48.2% for women [7]. Age discrimination is the most

commonly experienced form of discrimination, with 23% of people reporting

experiencing it in some form [8]. Older workers are particularly at risk from

restructuring, being passed over for promotion or being excluded from development

and training [7]. In Europe, this has promoted a focus on equal opportunities and

age discrimination legislation, as has been in place in the USA for many years.

Companies too are becoming concerned about demographic changes, with a “war
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for talent” emerging as the proportion of younger people in the population in

developed countries continues to fall. This has prompted debate about the optimal

role and deployment of older workers. Organizations such as IBM, Bosch and

NASA have developed initiatives to encourage knowledge sharing across genera-

tions, such as “reengaging” retirees on specific projects, or encouraging intergener-

ational learning [9]. All this implies that there is a growing recognition that long-

held stereotypes of older workers are unhelpful and increasingly redundant [4].

As a first step in challenging stereotypes, we would suggest a need to recognize

the increasing diversity of older workers on the basis of both their wealth and their

health. This concept is supported by an ongoing study by the US National Council

on Aging which suggests that decisions about when to retire will in future be

influenced primarily by accumulated savings and health decline [10]. Figure 15.1

illustrates our resultant categorization of older workers into the four quadrants of a

wealth/health segmentation matrix.

In the bottom left quadrant of the wealth/health segmentation matrix, we see that

older people in most difficulties are those who experience poor health and who face

financial insecurity. These individuals have a restricted ability to work, and are

Poor and Unhealthy

Older workers who need to
work (or who are reliant on
benefits where available), but
who have a restricted ability to
participate in the labourforce.

Poor and Healthy

Older workers with a need to
work (or who are reliant on
benefits where available), and
who are fully capable of
labourforce participation.
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Fig. 15.1 The older worker wealth/health segmentation matrix
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likely to be dependent on benefits where available. Research shows that workers

with poor health generally retire earlier than those with good health [11]. Such

individuals can find themselves in a vicious circle where health and wealth spiral

downwards, because affluence provides access to better housing, diet, and lifestyle

which also contribute to health [10].

In the top left quadrant of the wealth/health segmentation matrix sit older people

who have poor health but coupled with financial security. These individuals may

not need to work, but may still have a desire to continue to do so on in order to

remain socially and/or mentally active. Such workers may need technical or other

support in order to remain employed. Alternatively, poor health may act as a push

factor to self-employment for this older worker category [11].

In the top right quadrant of the wealth/health segmentation matrix are older

people who enjoy both good health and who are financially secure. These indivi-

duals can afford to retire but may also choose to continue to work, perhaps on

reduced hours and most likely on their own terms. This most fortunate group of

older people is likely to have enjoyed high levels of professional success, making

them valuable human capital. Workers with valuable knowledge are increasingly

being viewed as “customers” by employing organizations. Indeed, it has been

suggested that “the most talented workers are the most sophisticated consumers,

looking for the best-tailored employee deals” [9].

Finally in the lower right quadrant of the wealth/health segmentation matrix sit

older people enjoying good health but who are financially insecure. These people

are hence both able to work, and need to do so if benefits are either unavailable or

viewed as insufficient for a reasonable quality of life. Such workers are likely to be

able to participate in the labor force until conventional retirement ages and possibly

beyond if circumstances permit.

As our older worker wealth/health segmentation matrix helps to highlight, a

diversity of health and affluence amongst older workers necessitates a move away

from a single stereotype of older workers. In turn, this will necessitate more

customized employment practices if firms are to make the best use of their older

human capital. In the UK, this is also starting to happen, with companies such as

Asda, IBM, Capital One, and B&Q developing targeted retention policies and

innovative retirement solutions for older workers.

Older Workers as Older Customers

An acceptance that older workers may be usefully segmented on an axis of wealth

and health is no longer as radical or unusual a proposition as it was. It is therefore

surprising that many companies seem to have forgotten that the collective word for

the workers in any economy is “customers,” and that any useful categorization of

older workers therefore ought in parallel to drive a similar categorization of older

customers.
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Much of the existing marketing literature highlights the challenge of segmenting

older customers on the basis of their heterogeneity and the fact that aging does not

take away an individual’s unique personality. However, whilst respecting the

diversity of the individual, we would argue that it is increasingly useful to under-

stand older people as customers by keeping in mind their parallel categorization as

older workers on a wealth/health basis. We hence propose an extension of Fig. 15.1

that results in an older customer wealth/health segmentation matrix, as illustrated in

Fig. 15.2.

Before considering the specific implications of the segmentation of older custo-

mers as Fig. 15.2, it is worth highlighting the importance of understanding the

economic influence of the old, as well as alternative models for older customer

segmentation. In the USA, people aged over 50 account for nearly half of the

market share for housing, food, transportation and health. The older consumer is

growing in number and economic might, and yet most firms continue to market to

and design for younger people [12].
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work (or who are reliant on
benefits where available), but
who have a restricted ability to
participate in the labourforce.

Seeks value solutions to
improve quality of life.

The Grafting Old

Older customers with a need to
work and who are in good
health.

Seek both value and release.
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The Assisted Old

Older customers who do not
need to work and who are in
poor health.

Seek quality of life
improvements and can afford
to buy care and other support. 

Exhibit a demand for assisted
living and other aides to
independent life.

The Discerning Old

Older customers who do not
need to work and who are in
good health.

Seek quality of experience.

Exhibit a demand for luxury
goods and leisure, customised
products and premium brands.
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Fig. 15.2 The older customer wealth/health segmentation matrix
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Those companies that are capitalizing on grey market opportunities are also

proving highly successful. For example Saga – a UK firm specializing in leisure and

services for older people, with a strap line “doing things properly” that is especially

reassuring in a more anxious, post credit-crunch world – has reported a tenfold

increase in the past 13 years in trekking trips booked to Nepal by older travelers

(mostly aged 60–79), coupled with a surge in interest in activity holidays by mature

travelers [13]. And it is not just the younger old who offer market potential. A study

of centenarians in a nursing home chain found that 27% liked to watch MTV music

channel, 15% played video games, and 4% knew how to use an iPod [3]. Nor are the

opportunities of maturing market places confined to the obvious markets of finan-

cial services, leisure and recreation, health and consumer products. In 2008, a

91-year-old became the oldest person to be awarded a PhD from Cambridge

University [14]. Unexpected applications of existing products may also apply to

mature customers. For example, the Nintendo Wii is being used to provide physio-

therapy for older people. This of course all suggests that writing off the older

consumer at any age or in any market may be a grave mistake.

Firms have been accused of ignoring older consumers for a number of reasons.

One argument is that marketers are not fully aware of the potential of the grey

market. However, this argument seems increasingly untenable given the growing

media coverage being given to demographic aging globally. Alternative explana-

tions of firms’ lack of responsiveness to mature customers include older people not

being categorized as a separate segment, older people being misunderstood, with

misconceptions remaining about their beliefs and lifestyle [15], and older people

being considered so heterogeneous that this raises challenges about how best to

consider the older consumer [16].

It is known that differences of character do not change significantly with age.

This means that there will be much diversity in the aging population [17], in turn

making segmentation of older customers potentially challenging. Many of those

seeking useful ways to categorize segments of the older population have therefore

tended to subdivide the old on the simple basis of age [16] or cohorts born in a

similar era who arguably share similar attitudes and beliefs. However, such

approaches can be a crude indicator of attitudes, interests and capabilities. We

argue that the most useful forms of older customer segmentation need initially at

least to consider the wealth and/or health factors increasingly accepted as key to the

segmentation of older workers.

Internalistic Versus Externalistic Older Customers

The wealth/health segmentation matrix as presented in Fig. 15.2 subdivides older

customers into four categories – the dependent old, assisted old, discerning old and

grafting old – which can, we believe, be effectively targeted or otherwise by

specific retailers, manufacturers, and service providers. In the figure we have also

chosen to highlight how those older customers in poorer health are likely to have a
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more internalistic focus as customers, whereas those enjoying better health are

likely to be more externalistic in their market approach.

Older consumers prefer to spend on experiences rather than physical goods [18].

However, for less healthy individuals the focus becomes more internalistically

focused upon living better and the maintenance of their remaining health. We of

course need to be wary of portraying the older customer market too negatively as, in

practice, being old does not necessarily equate with poor health. For example, in the

USA only 5% of the mature market (those 55þ) are in nursing homes, and only 12%

have a chronic illness [19]. However, changes in health such as issues of mobility,

sight, or hearing can change an individual’s product and service needs [12].

For companies, the customers in the top “financially secure” boxes of our grid

inevitably offer the most potentially lucrative business opportunities. The discern-
ing old have high customer power, being both financially secure and healthy. For

this group, life is for living as long as possible. They seek quality of experience and

aesthetics via high quality design and brand differentiation. This externalistic focus

is captured by research carried out by a specialist holiday firm Activities Abroad

that revealed that older people enjoy activity holidays because they broaden their

horizons, take them beyond their comfort zone, and enable the development of new

social contacts [13]. In terms of aesthetics, the rise of demand for designer glasses

by design leaders such as Armani and Gucci to make older people look better [20]

shows design and image remain key to older people with externalistic outlooks.

The assisted old are financially secure but less healthy. This segment may suffer

faculty decline (such as variations in sight or hearing) or chronic illnesses. This

group of customers is primarily focused on quality of life improvements via

products or services. They will seek quality care and technological innovations to

ease the impact of their conditions and facilitate independence. They will also seek

functionality rather than aesthetics, and have the resources to purchase well-

designed products and services. The assisted living industry (offering round the

clock services from laundry services to take-out gourmet meals and doctors who

make house calls) is a rapidly growing industry in the USA [20].

Within the bottom two segments of our wealth/health segmentation matrix, the

less affluent old will be most concerned with value but can again be usefully

separated into older customers with either an internalistic or externalistic focus

based on health. Being financially insecure, the grafting old will not have high

levels of disposable income, and if they are still working may lack much spare time.

However, as they are healthy they will still seek externalistic leisure opportunities

that offer value for money. The Asda supermarket chain in the UK (owned by Wal-

Mart) now offers older workers, often on relatively low wages as shop assistants,

“Benidorm leave” so that older workers can leave the UK to spend the winter in

Spain. In terms of reasonably priced beauty products, Unilever has used its Dove

brand to develop ProAge, a range of beauty products for women over 50. Part of the

marketing of this range rests on promoting attitudinal change in society that “beauty

has no age limit” rather than age as “an imperfection that needs to be corrected” [21].

Finally, in the bottom left quadrant of Fig. 15.2, the dependent old are those

older customers likely to be reliant on benefits and the state due to their financial
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insecurity and restricted ability to work. There may be opportunities for niche

providers of value products and gadgets to assist these individuals and improve

their independence. In the United States, AOL the interactive services company has

partnered with the National Council of Aging to launch an online service to provide

older Americans with one-stop access to federal and state benefits information. This

online service covers nearly a thousand programs that span financial assistance,

healthcare, nutrition, energy, legal, and transport services [22]. However, this

category of older customer is in danger of being ignored by many companies, due

to their inability to be able to afford private care services or expensive aids. This

said, opportunities will still increasingly exist to sell budget health products, as well

as value products designed for ease of use by those with restricted dexterity, sight or

mobility, to this large but cash-poor older customer segment.

The Older Customer Challenge

All firms need to start thinking about where their target customer groups are on the

older customer wealth/segmentation matrix today, and where they will be in the

relatively near future. To some extent, this will be influenced by firms’ actions as

employers of older workers. In seeking to develop their relationships with older

customers, firms need to reflect more on their diverse needs, and on the position of

their products and services in meeting those needs.

There is also thankfully at least some evidence that a few firms are starting to

think about their product and service offerings on the lines we have discussed. Age-

inclusive or age-neutral design is one way of ensuring older people have access to

more products and services. One firm taking notice of the needs of older workers in

the design of its offerings is Fidelity Investments. The company has been observing

how older people use web sites as a key customer interface, and has sought to

improve ease of navigation of its online offering for older customers as a result.

Improvements have included larger text and links that are more obviously clickable

[12]. Another company targeting the needs of older customers is OXO Interna-

tional. This was founded to develop the “Good Grips” line of kitchen gadgets in

collaboration with Smart Design (a New York based industrial design firm) that

would be easier to grip, twist, and squeeze but at the same time be stylish in design.

The firm embraces universal design principles to produce over 350 products that

appeal to a wide range of customers beyond the aging customer [12]. Food

companies and pharmaceutical firms are developing “functional foods” with medi-

cal benefits to help manage diabetes, arthritis, and heart disease. GE has a vision of

“early health” whereby healthcare of the future will offer earlier presymptomatic

diagnosis and disease prevention. GE and Intel have an alliance to market and

develop home-based health technologies that will target fall prevention, medication

compliance, sleep apnea, cardiovascular disease, diabetes and personal wellness

monitoring supported by an online interface to enable doctors to manage care

remotely. The market for telehealth and home health monitoring is predicted to

grow to $7.7 billion by 2012 [23].
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Some technology companies are additionally starting to respond to the needs of

internalistic older customers for functionality, whilst also trying to meet the

demands for stylish aesthetics exhibited by more externalistic older customers.

For example, a lightweight hearing aid is being developed by a Danish firm that

weighs less than a butterfly, fits invisibly into the ear, and can be programmed to

enhance the clarity of speech in noisy environments [20].

All of these developments mentioned above potentially signal what will

almost certainly have to become a growing trend for a blurring of the boundaries

between the healthcare sector and all other industries in product design. What the

above examples indicate is that more product development intended to assist in

targeting older customers is today focused on meeting the internalistic needs of

older customers with poor health. On the other side of our wealth/health segmen-

tation matrix, service offerings, such as Saga holidays, are being developed

successfully for the externalistic, healthy old. However, what is not happening
is the development and/or redesign of products for the healthy old who neverthe-

less struggle to punch small buttons and read tiny text on tiny screens. The first

companies in particular that mass-market phones, televisions and computers

designed for older customers rather than teenagers are likely to do very well

indeed!

Older Customers in Context

We would hope that our proposed wealth/health segmentation will be of value to

companies trying to develop their older customer strategies. However, we would

also contend that any segmentation of older customers at an individual level at best

provides just a partial understanding of their market potential and position. This is

because any model reliant on individual segmentation detaches its consumers from

their social context.

To fully understand the grey markets of today and tomorrow, companies need to

develop an understanding of the broader social contexts of older people in terms of

both their varying immediate household compositions and their intergenerational

relationships. Both of these factors are largely neglected in much of the literature on

aging at present. However, only by considering the broader social context of the

older customer in focus will firms be able to develop informed strategies for

achieving competitive advantage in grey markets. The following section therefore

provides a categorization of future households, and examines the intergenerational

dynamics and challenges faced by countries with an aging population.

The Future Household

Many products and services are purchased and used in a family context where there

are competing priorities. As populations age, the nature of households is also

shifting. As people live longer and the traditional nuclear family gives way to the
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evolving blended family, a more diverse range of households in part populated by

older people emerges. More complex generational mixes within households raise

issues for firms of who the product/service is designed for, and with what category

of customer does the spending decision reside?

We would suggest that the broad household types where older people are likely

to play an influential role in purchasing decisions are as follows:

l Pensioners with pensioners: In such households, older people reside with other

older people. This is usually the family unit of the older married couple or

cohabitees, who are often empty nesters whose children have grown up and left

home. Increasingly, such household units are likely to be populated by single-

sex partnerships, or older friends possibly of the same sex, or older relatives

living together. Much of the marketing to older people to date has tended to

focus on the older married couple as the stereotypical older household where

such decisions are shared, if compromised. The discerning old within this

household have been encouraged by leisure firms recently to “spend the kids’

inheritance” by enjoying their old age by prioritizing their lifestyle over those of

their children.
l Pensioners in isolation: This is the household of the widowed, divorced, or

never-married older person. Such households are characterized by older people

living in isolation. Such individuals may have a wide network of friends and

family, although their ability to maintain contact with them may be influenced

by health and wealth considerations. Such households will be characterized by

individualistic purchasing needs and decisions, and segmented quite precisely

by our older worker wealth/health segmentation matrix.
l Pensioners with parents: Older people living with very old dependent parents.

As the very old increase as a proportion of the population, there is an increasing

group of those aged 50þ whose parents are still alive. The less affluent old or

those who can afford domestic assistance may wish their relatives to remain at

home. However, even in the care home we may see changing household dynam-

ics. Indeed, Henderson [20] contends that: “It’s no longer out of the question to

find parents and children living together in the same nursing home.” In such

households, the needs of the younger old and the assisted or dependent old need

simultaneous consideration by firms.
l Pensioners with teenagers: This household type is becoming more common due

to a delay in starting families, as well as blended families bringing together

children from existing and previous relationships. People of traditionally pen-

sionable age may hence increasingly find themselves living with teenagers,

dependent students or young adults. This will pose some interesting questions

for companies, and not least those marketing domestic products. For example, in

pensioner-with-teenager households, who will the kettle and the telephone be

designed for?!

As the last point above signals, as more households include older people,

companies will need to increasingly think about who is actually going to use the

products or services they are developing. Market opportunities may exist aimed at
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those growing numbers of families where two, three and in some cases even four

generations of needs coexist under one roof.

One approach will be to adopt a strategy of “universal design” whereby products

are developed that work for people with differing physical capabilities and so

benefit the population as a whole. For example, the Whirlpool Duet clothes washer

and dryer is built on a pedestal that provides storage and minimizes bending when

loading and emptying the machine. The enlarged door and angled basket also make

use easier for all users, old and young [24].

In the workplace, as older workers become older customers, employers also need to

be aware of the more diverse permutations of mature households in workplace

planning. For example, research into attitudes and practices towards older workers

in Scotland revealed a general attitude by employers that “as older employees were

free from family commitments they could workmore hours and be more flexible” [6].

Such an attitude is clearly based on a false assumption of older household composi-

tions in the twenty-first century, where older people increasingly are themselves

caring for older parents and/or younger children. Left unchallenged, such false beliefs

could undermine the feasibility of both a firm’s HR strategy and its business models.

The Intergenerational Agenda: From Savers to Spenders

to Debtors

The final thrust of the argument is that intergenerational exchanges should not be

forgotten in considering grey market potential. Rather ironically, whilst many firms

have been slow to see the opportunities of an aging population, there are some signs

in the media that some organizations are beginning to pursue a heralded “gold-rush”

by exploiting grey markets at the very point when the opportunities may have

reached a tipping point in the West. In business and strategy, timing is everything.

We know from the segmentation literature that life cohorts differ in their attitudes to

consumption and saving.What has received less attention is how these differences in

life cohort attitudes combine to impact upon intergenerational wealth and exchange.

Intergenerational exchange is largely ignored by the current literature on grey

market potential, as policy-makers have focused on short-term political objectives.

However, intergenerational exchange is nevertheless a vital consideration for firms

developing grey business strategies, if their business plans are to be realized.

For example, in the West, the generation that experienced either the depression

and/or post-war austerity witnessed widespread hardship first-hand and remained

financially cautious thereafter. This generation became savers who were advised

“never a lender or a borrower be.” This generation sought to live within their

financial limits, and such caution encouraged them to save to build capital for

themselves and their families. For working people, many aspired to be the home

owners in their families for the first time. For this generation, dying with a legacy in

terms of a house or assets to pass to their children was a mark of lifetime

achievement. Indeed, if we go back to 1997, 75% of mature consumers carried no
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debt [17]. However, in more recent years the dominance of the older savers

generation is starting to give way to the spenders.
Baby boomers (those born between 1946 and 1964) and onwards are generally

affluent because they have enjoyed a post-war boom period of relatively

high employment (taking aside cyclical swings), and because many inherited or

are likely to inherit from the savers. The attitude of this generation is “we have

never had it so good and we are going to enjoy it.” However, the high levels of

conspicuous consumption by many of those currently employed, the spenders, to

which much of the grey marketing is currently aimed, conceals the fact that this

generation is stoking up problems for the next generation that may undermine the

grey markets of the future. This generation prides itself on spending the kids’

inheritance whilst benefiting from final salary pensions schemes. This generation’s

only legacy may be dying in debt, leaving the kids to effectively inherit the

mortgage or the credit card bill.

The generations currently entering the workforce face very different prospects.

In a knowledge economy, a greater proportion of this generation are remaining in

higher education for longer, and starting work later, with possible stark conse-

quences given the intergenerational legacy they will inherit. They are more likely to

begin their employment with higher levels of debt, and are less likely to enjoy final

salary pensions. Intergenerational dynamics suggest that this generation will be less

able to rely on inheritance from the spending generation. The next generation are

more likely to be debtors as they have more debts at the start of life, and are less

likely to inherit or have their own equity to release as home ownership becomes

harder. This will be due to house price inflation or devalued equity, as baby

boomers cash in their housing equity over the coming years to sustain their

consumption, thereby shifting the balance of property supply and demand.

Clearly, intergenerational issues are culturally relative. However, in developing

strategy globally for grey markets, firms need to bear in mind the specific intergen-

erational dynamics at play in the countries they are targeting their products and

services at, if they are to fully understand future households and the forces that

shape them. This requires looking at the West and monitoring the intergenerational

issues in the rapidly developing economies of Asia and Latin America longer-term.

HSBC, which promotes itself as “the world’s local bank,” has produced a range of

reports that provide detailed information on the changing nature of aging societies,

families, and retirement in key global markets, which highlight the strategic

importance of understanding household and intergenerational issues for product

and market development.

Summary and Conclusion

In this chapter, we have extended the debates about older people and business

strategy in three ways. Firstly, we have provided a basis for rethinking the segmen-

tation of older workers as older customers, and for segmenting both older workers
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and older customers based on a wealth/health segmentation matrix. Secondly, we

have extended consideration of grey market potential beyond thinking of older

workers and customers in isolation, by suggesting that older customers in particular

need to be at least in part considered within the context of their household setting

and its wider needs. Finally, we have signaled how firms need to be wary of merely

jumping on the emergent “grey gold-rush” bandwagon without first taking into

account intergenerational dynamics in planning their longer-term silver strategies.

Whilst our research is based in a Western framework, we would argue that our

wealth/health segmentation matrix and subsequent consideration of older worker/

older customer profiling on a household basis, as well as intergenerational dynam-

ics, are of direct relevance to those planning grey strategies in all countries. The

household compositions in which the old reside, as well as intergenerational

dynamics factors, will clearly to some extent be different and potentially unique

across different nations. This will require differing approaches to grey strategy

development in different countries. However, our key point of recognizing house-

hold compositions and intergenerational dynamics as key factors in grey strategy

development offers universal application.

Older people are not all the same and will never meaningfully be able to be

categorized as such. However, to conclude from this fairly obvious proposition that

the old as workers, let alone as customers, cannot be usefully segmented is inaccu-

rate. We live in a world in which the young as a generation do not have to think

because marketeers and the media do it for them. And, provided that these market-

eers and the media convince the young that they are different from all other

generations, the young seem fairly happy to accept this.

Unfortunately for marketeers and the media, the old are not such an easy sell.

They have several things on their side, not least including experience, wisdom, and

in many cases degrees of affliction in terms of health, dexterity and mobility which

will lead them to base their decisions as customers on far more personal and

practical considerations than the young. This said, we believe that these personal

and practical considerations in large part stem from the wealth/health status of the

individual, before being shaped by their domestic household context and the

broader behavior of their generational grouping. Taking these factors into account

as we have herein, some sensible segmentations of the old as workers and as

customers do therefore become realistic and reliable, and beyond this, useful as

tools for companies seeking to capitalize on grey power now and into the future.
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Chapter 16

Catering to Older Consumers’ Customer

Service Needs

Simone Pettigrew

Abstract Older consumers have distinct customer service preferences that can

constitute a source of competitive advantage for forward-thinking marketers who

seek to attract this large and relatively affluent segment. This chapter focuses on the

supermarket, financial planning, and healthcare industries to demonstrate the

importance of providing personalized attention to allow for the older person’s

deteriorating physical and cognitive abilities and shrinking social networks. In

particular, emphasis is placed on the need to allow older customers to form

meaningful relationships with service staff. This strategy has implications for the

recruitment, training, and retention of staff members who are able to demonstrate

genuine concern for the welfare of the older consumer.

Introduction

Aging brings with it a range of physiological changes that have consequences for

individuals’ marketplace behaviors. Of particular interest in this chapter are the

implications of these changes on older consumers’ service needs. While suppliers

of goods and services have typically focused on the physical adaptations of their

products and premises that are required for their older customers, less attention has

been given to the personal interaction elements of the exchange process. This

chapter will show that older consumers can have distinct service preferences and

that these have implications for suppliers wishing to differentiate themselves in the

marketplace by offering superior customer service to their older clientele. Customer

service is defined as those aspects of service that support the provision of the

company’s core products. The personal interaction that occurs in the exchange

process is a primary component of customer service.

A brief account of the primary age-related physiological and social changes is

provided below, followed by the findings of a large Australian study on seniors’

service preferences and a discussion of the implications of these changes for
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marketers wishing to deliver high levels of customer service to the large and

growing cohort of older consumers.

Functional Changes

Age-related physical deterioration is an inevitable aspect of the aging process.While

individuals experience this deterioration to a greater or lesser degree depending on

their genetic inheritance and lifestyles, there are certain physical changes that are

generally to be expected with age. For example, most people begin to notice vision

impairment in their 40s and 50s. This reflects a gradual thickening and hardening of

the lens and a shrinking of the pupil that in combination make it more difficult to

focus the eyes [1]. Increasing hearing loss is also very common with age. Hearing

impairment is of particular concern for cognitive function because it is associated

with reductions in functional intelligence, especially memory [2].

Physical mobility also tends to reduce with age, largely due to decreasing muscle

mass and muscular strength [3]. Reductions in mobility are particularly problematic

when they result in falls as many older people suffer permanent disabilities, or even

death, as a consequence of falling. Partially as a result of their smaller stature,

women tend to experience greater losses of strength and mobility with age [4].

Along with these functional changes come alterations in cognitive processing.

Slower processing occurs as the neural pathways to the brain deteriorate with age

[2]. The outcome is that at any point in time the older person has less attentional

capacity to direct at any particular stimuli and it becomes more demanding to

perform the same mental tasks that used to be less challenging. As a result, new

information is more difficult to assimilate, especially when it involves unfamiliar

stimuli. For this reason, where new information contradicts previously learned

information the older person is more likely to fail to change existing beliefs [5].

In addition, it becomes more difficult for older people to recall the source of

information, which may make them more susceptible to repetitious advertising [6].

Social Changes

The physical and psychological changes discussed above have effects on indivi-

duals’ social status. Deteriorating mobility, vision, and hearing shrink the older

person’s circle of regular contacts and make it difficult to establish new relation-

ships. In addition, the likelihood of the death of a spouse and close friends increases

with age, so older people are more likely than younger people to live alone and to

have smaller social networks [7]. As a result of these factors, the incidence of

loneliness increases with age. Loneliness can trigger depression in the older person,

a trend that is particularly common among older women [8]. Reflecting the close

relationship between mental and physical health, depression tends to be more
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severe amongst those experiencing lower levels of perceived physical health [9].

Depression is thus directly associated with deteriorating physical health as well as

indirectly through the relationship between physical health and loneliness because

failing health makes socializing more difficult. The physiological changes that

occur with age can therefore impact significantly on an individual’s frame of

mind and his or her ability to interact effectively with others.

Understanding the Older Consumer

These functional and social aspects of aging are likely to influence individuals’

attitudes to products and their subsequent purchase decisions [10]. The bulk of

marketing research that has focused on older consumers has concentrated on their

product-related attitudes and how these are manifest in purchase behaviors. Less

research has been directed at analyzing how these attitudes have changed over time

as a result of changing physical and social characteristics. Studies are typically

cross-sectional in design and as such identify variations between current cohorts but

not variation within cohorts over time. The latter remains an area of untapped

potential in understanding how age-related physical and social changes impact

upon older consumers’ preferences and choices. This will become increasingly

important in the future as later cohorts of seniors can be expected to behave

differently from current cohorts because of their very different life experiences [11].

Studies of older consumers’ consumption behaviors have also tended to focus

primarily on specific product categories, product attributes, and advertising effec-

tiveness. For example, research has examined older consumers’ attitudes to pro-

ducts as diverse as apparel, cars, meat products, and financial services. Packaging as

a product attribute has also received attention because of the difficulties older

consumers can face when coping with “senior-proof” wrapping [12].

Across most studies involving the senior segment, older consumers have been

found to be similar to younger consumers in most respects. Any differences are

usually in degree rather than in nature. For instance, seniors can exhibit higher

levels of store loyalty [13], and tend to have somewhat smaller brand repertoires

[14–16]. Compared to younger consumers they tend to exhibit greater avoidance of

self-service technology [17, 18], and they have been found to be less price-sensitive

and to have higher quality expectations [19, 20]. Older consumers are reported to be

more appreciative of emotional advertisements than younger consumers, especially

when the advertisements feature nostalgia appeals [21, 22].

With this emphasis on products and promotion, less empirical attention has been

given to the customer service aspects of seniors’ consumption experiences. While

the literature on aging consumers contains many assertions relating to customer

service (e.g., the importance of recruitment and retention of older sales staff,

avoiding condescension in interactions, and offering seniors’ discounts carefully

to prevent causing offense [12, 20, 23, 24]), these recommendations are usually

unsupported with empirical data and instead reflect intuitive assessments made on

16 Catering to Older Consumers’ Customer Service Needs 219



the basis of the likely needs of those who experience the functional and social

changes associated with the aging process. Those studies that have explicitly

addressed customer service aspects of the older consumer’s shopping experience

usually do so as merely one element of the consumption process and as a conse-

quence report limited results relating specifically to customer service. One common

finding among these studies is that assistance from staff is especially appreciated by

older consumers [25].

Although studies of seniors’ customer service preferences are largely neglected

in marketing research, the health literature offers some insights on this subject as

substantial work has been done on older patients’ experiences when receiving

medical services. In particular, the nursing literature provides numerous accounts

of the physiological and social requirements of older patients and how these

translate into specific needs in a service provision context [26–28]. These studies

have emphasized the need to focus on older people as a specific group with specific

needs, to be responsive and empathetic to older people’s individual requirements,

and to actively work to reduce the confusion that may occur during the various

stages of the decision-making process as a result of slower cognitive processing or

illness [29].

Due to the lack of empirical data relating to older consumers and their customer

service preferences, most of our understanding in this area comes from studies

conducted in service contexts as these exchange processes typically contain a high

degree of human interaction. The health and financial services sectors tend to have

been examined the most in terms of older consumers as many of their products cater

specifically for this segment. There are lessons to be learned from this research,

although future work that focuses on seniors’ customer service expectations and

preferences is needed to fill the current gap in the literature that relates to the kinds

of personal interaction and other forms of customer service that are most valued and

appreciated by older consumers. The section to follow outlines the results of a

major Australian study into seniors’ perceptions of what would constitute a “senior-

friendly” business (see [30] for background details). This project identified those

aspects of the service experience that were considered most important and relevant

to a broad range of seniors across multiple industries.

Age-Friendly Service Providers

The Age Friendly Guidelines Project was undertaken by the Positive Aging Foun-

dation of Australia under the sponsorship of the then Western Australian Depart-

ment for Community Development, Seniors Interests. The main objective of the

project was to provide managers with guidance on how to make their businesses

more senior-friendly. The research focused on Australians aged 50 years and older,

and involvedmore than 30 focus groups and two telephone surveys (n¼ 1,300, n¼ 505).

The first phase of the study, which comprised the bulk of the focus groups and the

larger survey, identified those industries that were viewed by older consumers to be
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most important to their general welfare and therefore those for which it would be

most beneficial to adopt age-friendly customer service strategies. These industries

were found to be supermarkets, financial services, and the health sector (primarily

general practitioners and hospitals). Those aspects of service delivery considered to

be especially important to older customers in these industries were then explored in

the remaining focus groups and the smaller of the two surveys. The results of this

project offer important insights for marketers in these and other industries that

target the growing senior segment. While the results are of specific relevance to

Australian marketers, the tendency for most research relating to senior consumers

to be conducted in the USA and the UK means that any research conducted outside

these contexts has the potential to add deeper insight into the international phenom-

enon of aging consumers.

Supermarkets

Grocery stores are a form of retail outlet that continues to be frequently patronized

by consumers in their later years. Shopping for groceries is a relatively physical

pastime that requires some degree of strength and agility on the part of the shopper.

For this reason, previous research has identified a range of issues relating to the

layout of the store and surrounding areas. For example, parking access, availability

of seating, and store temperature have been noted as especially important to older

shoppers [31–33]. Service considerations such as waiting times at checkouts and

attitudes of service staff have also been highlighted [11, 34, 35].

The Australian research supported these priorities and highlighted the impor-

tance of customer service elements such as the demeanor and availability of service

staff, assistance in locating products, and the provision of multiple delivery options

to cater for different physical abilities [36, 37]. Of most importance was the ability

of staff members to interact pleasantly with older customers. Almost all (99%) of

older Australians surveyed noted this to be either an important or very important

aspect of visiting a supermarket. Reflecting the recognized role of shopping in

facilitating social interactions for isolated older people [38, 39], focus group

participants commented on their desire for “real” interactions with store employees

rather than parroted, superficial greetings that they assume are the result of the

training that service staff members have received. While recognizing that there is

little opportunity for in-depth conversations, the participants felt that it is reason-

able to expect staff to look them in the eye when greeting them and engage in

friendly small talk while processing their items through the checkout.

Reflecting the physical limitations often faced by older consumers, 90% of the

survey respondents felt it is important or very important for staff members to be

readily available to provide assistance with product location. Some suggested that

supermarkets could hire a “hospitality person” who could be given the prime role of

assisting older customers. They felt that such supermarkets would be much more
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attractive to seniors compared to regular supermarkets that they found to be

uncaring and focused on profits at the expense of customer service.

For many older people, walking around a supermarket can be physically

exhausting. This discomfort is exacerbated when it is necessary to search for

items that have been moved or that are being purchased for the first time. Focus

group participants discussed the need to do just one trip around the supermarket

without needing to return to previously visited aisles to search for particular items.

They noted that it is often very difficult to find staff to assist with information about

the location of items or to pass down items from high shelves. The tendency for

older people to be shorter than younger people means that they can be disadvan-

taged when shelves are built to cater to average height customers. Of major concern

was the danger of falling while reaching up to high shelves. Deep freezers were also

viewed as posing a significant physical challenge, with some focus group partici-

pants speaking with fear of falling into freezers and not being able to right

themselves. They were concerned about both their physical safety and dignity in

such circumstances. The provision of additional staff dedicated to ensuring the

welfare of older shoppers by assisting with product location and product access

would allow enhanced customer service to compensate for the physical aspects of

the store that can present real hardship for the aged.

The availability of multiple delivery options was considered important or very

important by 82% of the survey respondents. These options included drive-through

and home delivery services that would reduce the need for older shoppers to

manage heavy bags of groceries. While not averse to being charged for home

delivery services, those stores that provided this service on a complimentary basis

were considered to be especially senior-friendly.

Financial Planners

The financial planning sector is of increasing importance around the world due to

governments’ realization that the aging of the population is resulting in the need for

older people to become self-financing rather than reliant on the state for retirement

income. In the Australian context, older consumers are particularly attractive to

financial planners as those 55 years of age and older earn around 25% of the

nation’s disposable income while controlling almost 40% of the nation’s wealth

[40]. This combination of income and assets makes them the most financially

powerful segment in the marketplace. Not only are financial planners very inter-

ested in older consumers, but seniors are also typically very interested in financial

services because of the need to carefully manage their income over the remainder of

their lives. In theory, this should mean that the two parties view each other as

providing mutually beneficial interaction, but this is not always the case. The

technical nature of the information that needs to be conveyed between financial

planners and their clients can make it difficult to achieve effective communication.

This means that financial planners need to possess good interpersonal skills and to
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be sensitized to the perceptual abilities and limitations of their clients. In particular,

the meaning of complex terminology needs to be conveyed in such a way as to

maximize comprehension. Financial planners need to be capable of assisting clients

to visualize themselves in the future so they can picture themselves benefiting from

the delayed gratification that is typically necessary in sound financial planning [41].

This necessary reliance on clients’ cognitive skills means that financial planners

should consider the effects of age-related limitations on individuals’ abilities to

perceive stimuli and process information. Kennet et al.’s [42] US study of financial

planners and their approaches to the mature market found a strong focus among

planners on the development and promotion of financial products that are useful to

this segment but a general lack of appreciation of the specific service needs of older

clients. Kennet et al.’s recommendations included strategies to cater for both the

physical and social changes experienced by older clients. For example, they sug-

gested using larger font sizes in documents, providing suitable access into and within

the building, offering home delivery of documents, training staff to be aware and

understanding of older clients’ needs, and hiring older staff to liaise with older clients.

These recommendations were supported by the Australian research [43, 44],

which again highlighted the customer service aspects of interactions with company

personnel. Of primary importance to the respondents was the quality of the rela-

tionship formed between the client and the financial planner. Ninety-six percent of

respondents rated it important or very important to develop a working relationship

with their financial planner that was characterized by mutual trust and the preser-

vation of the client’s dignity. Focus group participants traded horror stories of those

who had fallen victim to unethical financial planners and as a result had been

financially disadvantaged. They wanted to feel confident that their financial planner

had their best interests at heart as this would prevent the same happening to them.

Also of concern was financial planners’ ability to determine the appropriate

amount of information to deliver to clients and the manner in which it was to be

conveyed. Ninety-four percent of the survey respondents rated this aspect of

customer service as important or very important. Flexibility in communication

style was described as an essential attribute of a financial planner because of the

varying knowledge levels and intellectual capacities of different clients. It was

suggested that financial planners should be ready to provide information in both

graphical and written form to allow individuals with different learning styles to

have their communication needs accommodated. This flexibility should be pro-

vided in a considerate fashion as the focus group participants were adamant that

older clients should not be treated with condescension simply because they lack a

detailed understanding of financial planning principles.

Health Sector

The aging of the world’s population has enormous implications for the healthcare

sector. As a consequence of this demographic trend and the long-standing
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acknowledgement of the importance of customer service in the health industry, the

customer service needs of older patients have been the subject of greater attention

than has been the case in other industries.

Health services are of particular importance to older people as usage of these

services increases significantly with age. The Australian Bureau of Statistics

estimates that per-person health expenditure is four times greater amongst those

aged 65 years and older than in younger age groups [45]. The degree of depen-

dence of older people on healthcare services is illustrated by the fact that, over a

2-week period, almost 40% of Australians aged 65 and older will have visited a

doctor [46].

General Practitioners

Healthcare customers of all ages are known to be particularly concerned with the

quality of the personal interaction skills of their medical practitioners [26, 47].

Older patients are no exception, and past research has identified the relationship

between doctor and patient as one of the most important criteria used by older

patients to assess their satisfaction with their doctor [31]. It appears likely that

patients use their perceptions of a doctor’s bedside manner as a proxy for quality of

care because of their inability to assess the technical quality of the care received

[48, 49]. This highlights the need for medical practitioners to ensure that they are

meeting patients’ relationship needs as this is likely to influence their perceptions of

the quality of care and therefore their intention to comply with medication pre-

scriptions and other behavioral recommendations [47].

The Australian research supported the emphasis in the literature on the relation-

ship that is formed between doctor and patient [50, 51]. Ninety-seven percent of

survey respondents rated a caring bedside manner and good communication skills

as important or very important in their interactions with general practitioners (GPs).

Many of the conditions that older patients need to discuss with their doctors can be

embarrassing and difficult to articulate. A compassionate demeanor was considered

essential to allow full disclosure of symptoms. One aspect of a caring bedside

manner that was considered particularly critical was the time taken by doctors to

genuinely listen to patients’ concerns (94% agreement). The focus group partici-

pants described feeling rushed by the short appointment times typically allocated

per patient. For some, this resulted in them feeling flustered and unable to focus

their thoughts, which prevented them from communicating effectively with the

doctor. This problem was exacerbated when patients considered their symptoms or

condition to be demeaning or embarrassing.

A further aspect of customer service that was considered important by the study

participants was the appropriate provision of information. Ninety-seven percent felt

that doctors should make the effort to ensure that the information they provide

relating to medications is readily understood by their older patients. Especially
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when unwell, older people can experience difficulties in assimilating and retaining

information. Focus group participants noted that they preferred their doctor to write

down medication instructions or details about their condition as this prevents them

from getting confused or forgetting the information by the time they get home.

Similarly, 90% wanted clear information concerning the costs of the services

provided and any rebates that may be available to seniors. Eighty percent wanted

to be given estimates of waiting times upon arrival, as even just sitting in a waiting

room can be an onerous task for an older person who is feeling unwell. Knowing the

length of the wait ahead of them allows older patients to mentally prepare them-

selves for the delay or make alternative arrangements if the wait is going to be too

long for them to tolerate.

Hospitals

The findings relating to hospitals were similar to those for GPs in that trusting

relationships with carers were a high priority [52]. Relationships with nurses

appeared to take priority over relationships with doctors in a hospital context as

patients have much greater contact with nursing staff over the duration of their

hospitalization. Inpatients are in a highly dependent state and as a consequence they

can feel very vulnerable and desirous of empathy from those attending to their

physical needs. The focus group participants expressed preference for staff mem-

bers who introduce themselves, refer to the patient by name, exhibit a compassion-

ate and friendly demeanor, and make patients feel at ease in potentially awkward or

embarrassing situations. These findings mirror the outcomes of other studies of

older patients’ hospital experiences, where being recognized and treated with

dignity were found to be primary factors influencing satisfaction [27, 53, 54].

Preference was also exhibited for staff members who take the time to get to

know patients, at least a little. While acknowledging the many demands on health-

workers’ time and the stresses associated with working in a hospital environment,

the focus group participants expressed a desire for staff to demonstrate an unhurried

demeanor and to take the time to ensure they were familiar with the older patient’s

condition. Seniors often take multiple medications so it is important for staff to be

aware of possible negative consequences of combining different medications. This

awareness only occurs when members of staff take the time to familiarize them-

selves with the patient’s medical history.

The customer service experience in a hospital commences at admission, making

this an important interaction for the older patient who is likely to be nervous and

experiencing pain. It was suggested that the admissions process could be improved

in many hospitals to prevent seniors from waiting for long periods. In particular, it

was noted that the same information was often required at both hospital admission

and ward admission, suggesting that the information collection process could be

streamlined to prevent this duplication.
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Implications for Service Delivery

Existing knowledge of the physical and social changes associated with aging and

the consumer studies profiled above provide insight into the customer service

preferences of older consumers. These preferences can be effectively accommo-

dated by marketers who appreciate the value of the senior segment and make this

group a specific focus of their strategising. The aspect of customer service that

appears to be most valued by older consumers is a genuine understanding of and

concern for their individual needs. Older consumers appreciate those providers who

take the time to get to know them as individuals and demonstrate sincere concern

for their welfare. In this sense, seniors do not differ from other segments other than

that the need for individual consideration is of a more profound nature because it

partly stems from the age-related physical and social changes being experienced.

Deteriorating sensory perception and cognitive processing abilities require infor-

mation inputs and other forms of communication to be tailored to the specific needs

of the older person. Similarly, the growing isolation that often accompanies older

age can result in the need for more personalized interactions to compensate for

shrinking social networks.

The provision of more tailored and personal service may appear at first glance to

be a costly and resource-intensive burden on firms. However, as the large segment

of baby boomers continues to enter the senior segment and experience the physical

and social changes associated with the aging process, it will increasingly be in

marketers’ interests to ensure their offerings are senior-friendly in every way

possible. In addition, achieving high levels of differentiated customer service will

serve marketers well in their efforts to attract other segments that also prioritize this

element of the exchange process. The relative affluence of newer cohorts of seniors

will facilitate this increase in service standards by permitting higher costs to be

passed on to those older consumers who are willing to pay higher prices for superior

service.

The preference among seniors for service staff who exhibit sincerity and a

genuine concern for their needs has implications for employee recruitment, train-

ing, and retention. Staff members will need to be selected according to their ability

to demonstrate empathy with older customers. To some degree, this may require the

recruitment of older workers who are capable of empathizing with the needs of

seniors. Customer service training will need to cover aspects such as appropriate

ways of addressing older people, appropriate physical and verbal demeanor, ways

to preserve the customer’s dignity, the determination of how and when to render

physical assistance, and the prevention of long waiting times. In some industries it

would also be beneficial to provide service staff with specific instructions about the

most effective ways to convey information, such as in which circumstances infor-

mation should be provided verbally or in writing, and when to use pictures.

Employee retention is also important as it will allow older customers to build

relationships with those members of staff with whom they regularly come into

contact.
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Summary and Conclusion

Marketers wishing to target older consumers need to understand the strong desire

among members of this segment for individualized attention. Personalized interac-

tions are especially important to older consumers because of their deteriorating

physical and cognitive abilities and their growing social isolation. Reductions in

mobility, sight, and hearing leave the older person vulnerable in many consumption

situations where physical adeptness is required to locate, compare, select, and carry

products. Similarly, shrinking social networks can make the older person overly

reliant on interactions with the providers of goods and services to obtain human

contact. There is thus an opportunity for organizations to differentiate their market-

place offerings through superior customer service that recognizes and caters to

older consumers’ need for greater levels of physical assistance and a heightened

desire to form personal relationships with those from whom they regularly purchase

goods and services. Customer service targeted at the older consumer would be

therefore ideally characterized by friendly but respectful interactions, the provision

of physical assistance where needed, and the pacing of information to suit the

customer’s processing needs. Such an approach can provide a source of differenti-

ation that is valued by older consumers and is also likely to be attractive to members

of other segments that prioritize high quality service.

Given the noted similarities between the results of the Australian studies

described above and those conducted in other countries and in other industries, it

appears that the customer service recommendations provided here would be appli-

cable to numerous other cultural and product contexts. The universal nature of the

aging process and the resulting implications for marketplace behaviors suggest that

marketers everywhere would be well served to consider how their customer service

processes can be better geared to the changing physical and social needs of aging

consumers.
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Chapter 17

Business Strategies for Enhancing Quality of Life

in the Later Years

George Moschis and Simone Pettigrew

Abstract As the earth’s population ages, businesses globally need to become more

attuned to the needs of older consumers. This chapter emphasizes the importance of

understanding the factors that enhance well-being in later life, and suggests strate-

gies that can be adopted by marketers to assist consumers achieve this objective.

This emphasis on developing strategies that enhance well-being entails a change in

philosophy, involving a more holistic approach to marketing that focuses on both

profits and enhancing consumer well-being.

Introduction

The aging of the world’s population suggests that businesses will be dealing with

increasingly larger numbers of older consumers. Of course, you may ask: “Why is

it important to understand the well-being of older consumers?” We show that such

knowledge has important implications for businesses. Our main premise for a

focus on well-being in later life is that consumers can develop and even adopt

habits at earlier stages in life that promote satisfaction in their later years. In

this context, businesses can help consumers improve their well-being across the

lifespan. This emphasis entails a change in philosophy that involves a more holi-

stic approach to marketing that focuses on both profits and enhancing consumer

well-being.

This chapter proposes strategies that businesses can use to assist consumers to

age well. The first section focuses on factors that contribute to enhanced well-being

in later life, including a discussion of the ideal characteristics of the empowered

older consumer. Once these factors have been presented (based on previous

research), the second section of the chapter focuses on strategies that should be

implemented by businesses to (a) empower older consumers and (b) prepare

younger adults for enhanced well-being in later life.
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Factors that Enhance Well-Being in Later Life

The concepts of “life satisfaction” and “well-being” have received a great deal of

attention in the social sciences. As a result, we have learned much about the many

factors that contribute to happiness in later stages of life. For example, some widely

researched determinants of life satisfaction uncovered by previous studies include

physical and emotional health, independent living, spirituality, employment, social

relationships, and a wide variety of psychological states (e.g., stress, optimism, self-

esteem) [1]. Relationships between consumption-related activities and life satisfac-

tion have been largely ignored. We know little about how consumption activities,

skills, and knowledge acquired at earlier stages in life affect the older person’s

consumption activities, and how such activities contribute to the older person’s

well-being.

A review of present knowledge derived from several disciplines, including

marketing, gerontology, and several areas of social science, suggests that life

satisfaction and well-being in later life are a matter of choices people make at

earlier stages in life. These observations suggest that the individual has a great deal

of control over his or her life, especially when it comes to addressing issues of

living longer and better [2]. Knowing the factors that contribute to enhanced well-

being in later life can help one make choices during the life course that would

adequately prepare the person to meet these needs when they arise. Because much

has already been written on the effects of nonconsumption factors on the person’s

well-being, our discussion here focuses on understanding the relationships between

well-being and consumption-related thoughts and actions. Specifically, we present

research on the effects of people’s choices relating to healthcare, finances, and

select discretionary and nondiscretionary consumption activities, and how these

choices influence their well-being in later life.

Choices Affecting Physical and Emotional Health

Health is the most important ingredient in a person’s happiness and well-being.

Concerns with health intensify in later life as people experience an increasing

number of ailments associated with aging. Health usually becomes the number

one concern in people’s life after they experience a life-threatening event such as a

stroke. The thought of possible deterioration of health in later life reminds people,

especially those with inadequate financial resources, that they might become a

burden on others. In one of our national surveys at the Center for Mature Consumer

Studies, we found that 62% of baby boomers and three-fourths of their parents

worry to some extent about a devastating physical impairment [1].

The good news is that the future state of our health is controllable to a great

extent, and so is the number of years we are going to live within the human life

span. This holds true even for people of very old age. The choices we make daily
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affect our present and future state of health, longevity and well-being in general.

People have much control over the things they do to their bodies, including what

they eat and their participation in physical activity. When the effects of exercising

are assessed in the context of functional aging, the available knowledge suggests

that moderate and regular exercise deters aging and increases longevity. Bed-ridden

nursing home residents (some in their 90s) were able to function independently

after researchers at Tuft’s University put them through a resistance (weight)

training program. Similarly, we know of cases where people in their early 60s

entered a nursing home with heart problems and by exercising were not only able to

overcome their frailties, but ran marathons in their 80s [3]. Exercise promotes

hormonal growth, strengthens the immune system, and helps the body function

more efficiently. It is perhaps the single most important controllable activity that

has the greatest benefits, even more than dieting, according to scientists at the

National Institute on Aging who have been studying longevity issues for years.

While developing a healthy body through exercise and diet is important in

deterring and reversing aging, perhaps of greater importance in efforts to affect

life span is the ability to enhance emotional health. The evidence in support of

mind–body effects is overwhelming. For example, stress can be the cause of several

fatal health conditions and between 60 and 80% of the symptoms requiring a visit to

the doctor. Emotional health means (a) the absence of negative feelings that can

affect physical health, such as stress, anxiety, self-pity (low self-esteem), and

depression, and (b) the presence of positive feelings such as optimism, high self-

esteem, zest, and purpose for living. As our research at the Center for Mature

Consumer Studies shows, people whose state of mind is characterized by aversive

rather than positive feelings also tend to have more health problems that may

shorten their lives. In contrast, positive feelings such as optimism and a favorable

opinion of oneself promote good mental health.

Financial Assets

While good health is a necessary condition for longevity, it is not sufficient for

optimum well-being in later life. Financial resources also seem to affect a person’s

overall life satisfaction. However, according to the findings of several dozen

studies in western countries, having wealth accumulation as the ultimate goal

does not make you happier and it may even have negative effects on the person’s

well-being. But if you have the right attitude about money, managing it properly to

accomplish multiple life goals, wealth can have beneficial effects on one’s life

satisfaction and well-being. Having adequate financial resources contributes to life

satisfaction in four important ways. First, one does not worry about not having

enough money in later life and therefore becoming a financial burden on other

family members. Both baby boomers and their parents are becoming increasingly

aware of the “costs” of increasing longevity. Those who have not saved enough for

retirement, especially the baby boomers, are concerned with the quality of life in
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their retirement years, while their parents who have more assets are concerned with

outliving their savings and becoming financially dependent on others. Such finan-

cial concerns undermine a person’s emotional well-being.

A second reason why adequate financial resources enhance life satisfaction is

because they enable people to do things they enjoy the most, and keep them from

having to engage in undesirable activities or lifestyles. We know that everyone

wants to have fun in later life, but lack of money and having to work indefinitely

because of limited financial resources are constraints to a desirable lifestyle in

retirement. Third, having adequate financial resources allows a person to gain better

control over his/her environment, including people, thus enhancing feelings of self-

worth and well-being. Similarly, people who can afford to help family members

financially or buy gifts for them have greater control over their relatives’ present

and future actions.

Finally, money can buy peace of mind over and above the fear of becoming a

burden on loved ones. If well-being is enhanced not only by getting or having things

that give us pleasure but also by eliminating or reducing aversive feelings, then

money can help reduce such feelings and enhance a person’s quality of life. Many

of the things people worry about are controllable to the extent that they have the

money to pay for them. For example, people lose sleep over things such as personal

and home safety, health, and having to do daily chores. People with adequate

resources are less likely to be concerned with such things because they can make

changes to reduce these concerns, such as moving to a safer neighborhood, receiv-

ing proper health-care services, and paying for at-home chores and care-giving

services (such as cleaning and meal preparation). As our research at the Center for

Mature Consumer Studies reveals, people in lower socioeconomic classes experi-

ence greater levels of anxiety about such things.

Discretionary Consumption Activities

The third source of life satisfaction is the way a person chooses to live his or her life –

one’s lifestyle. People appear to be happier when they engage in activities that give

them a sense of control over their bodies and their environment. Diet and physical

fitness programs allow us to exercise control over our bodies. Similarly, the ability

to buy and consume certain products reflects a sense of control over our emotions

because such activities help us “medicate” adverse feelings such as depression and

boredom. As we found in one of our studies, some people indicated greater life

satisfaction as a result of their starting of diet and exercise programs. A busy

lifestyle that includes participation in a wide variety of activities, especially activ-

ities that involve social contact, such as attending adult education classes and

volunteering, appears to enhance a person’s life satisfaction. Engagement in such

activities gives a person a sense of accomplishment and control over his/her

environment, both of which are promoted through the enactment of various roles,

such as the role of a student, volunteer, or worker.
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The lifestyles of people in mid-life and beyond include a heavy dose of leisure

time and activities. Preoccupation with self-indulgence declines with age, but

regardless of age those most preoccupied are people who have fewer economic

resources. For most people in middle and later years in life, fun often involves

learning to do new things, such as taking on a new hobby or attending a class. At the

Center for Mature Consumer Studies we found that eight in ten baby boomers and

six in ten of their parents want to learn how to do new things.

Access to Information

The most frustrating thing in the lives of many mature adults is getting helpful

information on a variety of things. However, a lack of ability to obtain useful

information does not appear to be a matter of availability or accessibility to sources.

Instead, this frustration is partly due to a lack of perceived credibility of the sources

of information and partly as a result of the person’s inability to use the available

information.

In sum, consumption-related actions that contribute to the older person’s well-

being include making the right decisions on how to care for one’s body and mind,

building up financial resources, ability to engage in activities that are fun and self-

enhancing, and possessing skills that help one make sound purchasing decisions.

Deficiencies in these areas appear to create aversive feelings that undermine the

older person’s satisfaction with life.

How Businesses Can Enhance Consumer Well-Being

While the need for people to take control of their lives and plan for a longer and

fulfilling life is recognized, the challenge facing those interested in enhancing older

adults’ well-being lies primarily in getting people at every stage of life to modify their

consumption habits. The basic premise for developing guidelines for well-being

in later life is that people are interested and willing to act now, regardless of age.
They need to be willing to take steps to build the resources related to consumption

that promote and enhance the person’s quality of life throughout their life course.

In this section, we develop recommendations aimed at enhancing consumer well-

being of both younger and older people, we discuss how businesses can help

enhance people’s well-being and their profits in the process, and we provide guide-

lines to businesses to help promote such lifestyles and enhance consumer welfare.

The general theme that emerges from the findings of the studies presented in the

previous sections is that people can be more in control of their well-being and life in

general than they think they can. This suggests the need for developing strategies

that extend life and increase life satisfaction. It also suggests the need for a life-

long commitment to these strategies. We can place the strategies for increasing
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well-being that are appropriate for any stage in life into two broad categories (a)

strategies that can help enhance one’s quality of life, and (b) strategies that help one

avoid experiences that impair quality of life.

The information presented suggests several consumption-related strategies rele-

vant to the first category. These include:

l Developing habits that promote preventive health care, especially in regard to

potential health problems one might “inherit” from one’s parents.
l Building up adequate financial resources to use in later life.
l Developing interest in several areas and consumption habits that promote an

active lifestyle.
l Learning to pursue educational activities that promote empowerment and

learning new skills that would enable one to be competitive in the labor market.
l Developing hobbies and interests in consumption activities that are mentally

challenging and immune to physical aging.

On the other hand, strategies that help one avoid the adverse effects of life events

and circumstances that deter longevity and well-being include:

l Preparing for the assumption of care-giving responsibilities for older relatives,

and for consumer decisions one would need to make on their behalf.
l Learning to avoid consumption activities that have the potential of becoming

compulsive and physically, emotionally, and financially destructive.
l Developing consumer skills and knowledge related to a wide variety of con-

sumer decisions, and learning to detect deceptive business practices.

Businesses that develop goods and services that assist consumers in enacting

these proactive and preventive strategies will be well placed to take advantage of

the burgeoning market of older consumers. In particular, businesses need to com-

municate effectively with members of this segment to explain how their product

offerings can assist them achieve a long and happy life.

The information that we have presented suggests the desirability of targeting

young people to help them prepare for later life while also helping older adults live

better lives. While these two approaches are not necessarily mutually exclusive,

their implementation and effectiveness depends on the person’s stage in life.

Helping Younger Customers Prepare for Later Life

The earlier consumers begin implementing strategies for well-being, the easier it is

for them to stick to them and the greater their effectiveness. Pharmaceutical

companies, physicians, and insurance companies should encourage consumers to

practice preventive health care, in part by pricing preventive measures within reach.

This encouragement can also include (a) acknowledging patients’ health problems

and the high probability of experiencing particular ailments, (b) understanding the

patterns and sequence of the development of these illnesses, and (c) proactively
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sharing the information with the patient and his/her family. Again, health care

providers, including insurance companies, can have a significant impact on their

“customers” by encouraging frequent check-ups and engagement in activities or

behaviors that are likely to deter or prolong the appearances of these health

problems. Here again, a marketer can help consumers perform “personal audits”

by including checklists on websites, in product packaging, and in print advertising.

With respect to social marketing, the underlying marketing message should aim to

help consumers understand that exercising should be an obligatory activity like

eating and working, rather than a discretionary activity such as television viewing.

There are numerous implications for financial services organizations. In partic-

ular, they should segment this market to carefully target the right services and

messages, depending on the needs and resources of the segment. They should

educate consumers at different stages in life who are not proficient in investing

by assessing their goals for later life and helping them understand the various

reasons for saving. They should also explain the types of financial instruments

which are most likely to help them achieve their goals and that will contribute to a

more comfortable life during their retirement years.

Enhancing Older Consumers’ Quality of Life

Information about the needs, mindsets, lifestyles, and consumption habits of older

consumers can form the bases for strategy. Specifically, effective business strategy

should result in greater customer satisfaction, enhance the well-being of mature

consumers, and generate more profits for those companies capable of serving the

needs of these customers. While these strategic recommendations are likely to be

effective when trying to reach consumers of any generation, they are likely to be

more effective when marketing to the older than to the younger generation of

mature consumers.

Companies that understand the mindset of their customers who have recently

experienced or are about to make transitions into new roles or life stages are likely

to be in a better position to satisfy their older customers’ needs, and thereby profit

by doing so. In addition, marketers who wish to attract new customers from among

those who use competing products may want to appeal to those who have recently

experienced or are about to experience major life transitions (e.g., retirement,

widowhood) because consumers are most likely to develop new needs during

such transitions. Life-changing events present marketing opportunities as people

buy products and services that ease transition and accommodate change. As con-

sumers try to adjust to life changes, they are likely to reevaluate their consumption

priorities, and needs for specific products and brands may develop or be intensified.

Whether changes in consumption activities reflect efforts to cope with stressful

changes or stress-free responses to change, marketers who understand the circum-

stances that make people prone to change might be in a better position to attract new

customers and to preserve their existing customer base.
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Several studies which we conducted at the Center for Mature Consumer Studies,

and published in various academic journals from 1996 to the date of the publication

of this book, suggest that stress is one of the mechanisms that link life-changing

events to changes in consumption patterns. It is therefore imperative that businesses

that market to people who have recently experienced life-changing events under-

stand that they are dealing with consumers under stress. The opportunity lies in

alleviating consumers’ anxiety, not merely in offering products suited to their new

needs. In addition, they need to do this in a sensitive way. For example, upon loss of

her spouse a widow might expect her service providers (e.g., doctors, bankers,

lawyers) to provide emotional support in addition to basic services. Marketers who

understand the emotional consequences of the life-changing event are likely to gain

a stronger base of loyal customers.

This approach presents opportunities for classes in stress management, websites

that help people cope with stress, books on stress management, and positioning

products as stress relievers. Although there are pharmaceuticals on the market that

are designed to help deal with stress, smart product developers and marketers will

also look at positioning products such as lounge chairs, herbal teas, milk and soy

products, decaffeinated beverages, and services such as vacations and health clubs

as stress relievers. Marketing messages can help consumers develop coping strate-

gies that enable them to effectively deal with a stressor and solve the problem that

creates negative feelings.

The way mature consumers think, feel, and act their age affects their responses to

products and retail offerings in general. Marketers need to understand that because

a person is of a certain age, he or she may not necessarily think like another person

of the same age; they need to be sensitive to the differences in their customers’

mindsets about their age and aging in general.

There may be a main message here for marketing communications: rather than

poking fun at people in mid- and late life, advertisers may want to promote positive

images which leave viewers feeling uplifted. They are more likely to respond to

product messages that leave them feeling in control of their lives rather than to

messages that make them feel like bumbling fools who are the butt of jokes.

Health and wellness professionals have numerous opportunities to be part of the

solution by stepping up their efforts to identify the signs and symptoms of depres-

sion, and to encourage clients and support their efforts to seek help. Health care

services that can enhance the older person’s emotional well-being, such as psycho-

therapy, are likely to increase in demand as the population ages and an increasing

number of people become aware of their benefits.

Summary and Conclusion

How we age has much to do with the decisions we make earlier in life. Our choices

of goods and services throughout the lifespan will go some way towards determin-

ing the quantity and quality of life we experience. In particular, the choices we

make early in life in relation to caring for our health, accumulating financial
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resources, and engaging in activities that enhance physical and emotional well-

being will have a substantial impact on how we live during our later years. Life

satisfaction is adversely affected where these elements are deficient.

Population aging represents a unique opportunity for marketers to develop goods

and services that assist consumers in achieving favorable outcomes as they age.

This process involves developing strategies that have a positive impact on quality of

life and strategies that assist consumers to avoid experiences that are detrimental to

their present and future quality of life. The former can include developing products

designed to stimulate the mind in engaging and varying ways, whether these be

goods (e.g., games, software, and books) or services (e.g., educational television

programs and skill development classes). The latter could include the provision of

information relating to financial planning or deceptive business practices.

Understanding the role transitions experienced in later life and how these

influence consumption patterns is an important part of developing effective mar-

keting strategies. Also essential is an appreciation of the various pathways to a

happy and healthy later life and how these can be enhanced through the design,

distribution, and promotion of products that can assist consumers accumulate the

physical and mental resources they require to age well. Through such efforts,

marketers have an important role to play in optimizing well-being in aging societies

while simultaneously building and sustaining profitable businesses.
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Chapter 18

Silver Advertising: Older People in Japanese

TV Ads

Michael Prieler, Florian Kohlbacher, Shigeru Hagiwara, and Akie Arima

Abstract Choosing the right models and portraying them appropriately are crucial

tasks in marketing management and advertising creation. The way older television

viewers feel represented by a company has an influence on the overall company

image and purchase intentions. This chapter reports that despite a strong increase in

older people in Japanese television advertisements between 1997 and 2007 there is

still an under-representation of older people. This is especially the case for older

women. These findings are in accordance with extant research from different parts

of the world. However, our study also finds that, when represented, older models are

overwhelmingly depicted in major roles. Overall, our study not only adds a

Japanese perspective, but is also the first one that compares two periods in time.

In terms of product categories we found finance/insurance and real estate/housing

to feature the largest number of older people. Finally, results from a survey of

Japanese consumers give further insight into the phenomenon of older people in

Japanese TV ads and how Japanese think about them. Even though our content

analysis had revealed a strong under-representation of older people, the consumer

survey shows that TV ads are not seen as showing too few older models, and the

vast majority of respondents refuted the idea that they did not want to see older

people in television advertising. Implications for advertising research and practice

are discussed.

Introduction

Choosing the right models and portraying them appropriately are crucial tasks in

marketing management and advertising creation. The way older television viewers

feel represented by a company has an influence on the overall company image and

purchase intentions [1]. Research has revealed potential negative effects of con-

sumers’ comparisons with models in advertisements [2] and shown that advertise-

ments, which consumers find congruent with their self-concept, are more effective

in terms of brand preference and purchase intention [3]. Therefore, it is an important
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question in the marketing context how and with which models older people are

addressed adequately and this even has implications for corporate social responsi-

bility (CSR). It is thus no surprise that there are a substantial number of studies on

the representation of older people in television commercials around the world (see

Prieler et al. [4] for a detailed overview).

This chapter focuses on the use of older people1 in Japanese TV commercials,2

how they are represented, how far these representations reflect the realities of

Japanese society, and what reasons there might be for possible differences. We

look at Japan as it is the most mature market in terms of population aging in the

world and despite this fact is still under-researched in the field of mature marketing.

This chapter is structured as follows. We first discuss the representation of older

people in Japanese TV commercials. Then we analyze how using older people is

connected with products targeted at them, and for which product categories they are

used in advertisements. These results are discussed and placed in a global context in

order to determine if our findings are special for Japan or similar in different parts of

the world. Finally, we present results from a survey on the opinion about older

people in Japanese television advertising and conclude that, in contrast to findings

from previous studies, respondents have positive attitudes towards older models in

television advertisements.

The Representation of Older People

One finding of our content analysis is an unequal age distribution within commer-

cials featuring people3 (see Table 18.1). The 15–34 age group clearly dominates,

followed by the 35–49 age group. Age groups 50–64 and 65+ are only minimally

Table 18.1 Age distribution in Japanese commercials and population census

Year of TV ads/census 0–14 years

% (n)
15–34 years

% (n)
35–49 years

% (n)
50–64 years

% (n)
65 þ years

% (n)

TV Ads 1997a 19.3 (238) 66.3 (820) 37.9 (469) 13.7 (169) 4.6 (57)

TV Ads 2007b 19.8 (242) 64.2 (783) 39.3 (480) 21.4 (261) 6.1 (74)

Census 1995c 16.0 28.2 21.9 19.4 14.6

Census 2005c 13.8 25.1 19.3 21.7 20.2
aNumber of all ads with people ¼ 1,236. Different age groups in one commercial possible
bNumber of all ads with people ¼ 1,220. Different age groups in one commercial possible
cPercentages of the census are based on Ministry of Internal Affairs and Communications [5, 6]

1In accordance with Japanese advertising agencies we define “older people” in this chapter as

50 years and older.
2This research on older people in Japanese television advertising is part of a larger research

project. We would like to thank the Yoshida Hideo Memorial Foundation for supporting this

project.
3As opposed to those not featuring any people at all.
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present in Japanese commercials. The same is true for the age group 0–14. It is

striking that the distribution in 1997 and 2007 is overall very similar. However,

there is one major exception, namely the age group 50–64, which increased by

56.2% from 13.7% to 21.4% Also, the 65+ age group increased by 32.6%. These

increases must certainly be explained in the context of the growing interest in the

silver market over the last years. This is especially true for the age group 50–64,

which has become a major target group in Japan.

These results already tell us a great deal about the changes between 1997 and

2007 as well as about what age groups are preferred in Japanese commercials. A

comparison with the population census gives better insight into a possible under- or

over-representation of age groups (see Table 18.1).4 There are some clearly visible

findings: the age groups 15–34 and 35–49 are overrepresented, and the age group

65þ, which actually increased even more in the census than in the TV ads (namely

by 38.4%), is under-represented in Japanese TV advertisements.

Male Versus Female Ratio

There are proportional differences between males and females within different age

groups (see Fig. 18.1). Whereas for the 1–14 age group there are only slightly more
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Fig. 18.1 Age (The male/female ratio does not include infants, since their sex could not always be

determined) and sex distribution in Japanese commercials, 2007 (Percentage of commercials

featuring males and females within all commercials featuring people (N ¼ 1,220) – male and

female and different age groups together in one commercial possible [4])

4The age distribution in the 2005 census and the 2007 TV commercials are not perfectly

comparable since the TV ads amount to more than 100% (due to the fact that different age groups

can coexist in one commercial).
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females (n ¼ 161) than males (n ¼ 149) in the 2007 TV commercials, in the 15–34

age group females (n ¼ 617) clearly outnumber males (n ¼ 370). The situation,

however, changes drastically after the age of 35, when males (n ¼ 339) start

dominating Japanese commercials and females (n ¼ 260) become subordinate.

This is especially pronounced in the age group 50–64, where males are featured

(n ¼ 199) twice as often as females (n ¼ 96). The same is true for the age group

65þ, where males (n ¼ 54) again clearly outnumber females (n ¼ 29). This is even

more noteworthy considering the fact that in Japanese society older females

actually outnumber older males. This is the case with the 50þ age group, where

the number of females exceeds males at a ratio of 1.18:1, and also with the 65þ age

group, where females outnumber males at a ratio of 1.36:1 (based on Ministry of

Internal Affairs and Communications [6]).

The overall percentages between 1997 and 2007 are rather similar, so the results

from 1997 will not be displayed here. In terms of older people, however, it is worth

mentioning that the number of males strongly increased, whereas the number of

females decreased. The number of females in the 50–64 age bracket increased

slightly (from 5.8%/n ¼ 72 to 7.9%/n ¼ 96), which does not match the growth of

appearances by males of the same age (from 9.0%/n ¼ 111 to 16.3%/n ¼ 199).

Similarly, the number of females aged 65 and over decreased (from 2.8%/n¼ 35 to

2.4%/n¼ 29), whereas the number of their male counterparts increased (from 2.9%/

n ¼ 36 to 4.4%/n ¼ 54). This led to a lower number of females in all commercials

featuring older people. The fact that the number of older females decreased from

1997 to 2007 runs against the overall trend of more older people appearing in

Japanese TV commercials, and necessitates further investigation [7].

The Role of Older People

Even though older people are under-represented, it is important to ask what their

role in television advertisements actually is. Do they play a major role, a minor/

supporting role, or are they shown in the background? In 1997, 69.2 % (n¼ 144) of

commercials with older people show them in major roles, a similar percentage to

2007 (69.9%, n ¼ 214). Minor roles accounted for 35.1 % (n ¼ 73) in 1997 and for

34.6 % (n ¼ 106) in 2007. In the background older people appeared less often in

both years: in 1997 25.5% (n ¼ 53) and in 2007 only 11.4% (n ¼ 35). These results

suggest that, although older people are under-represented, when they are used in

advertisements they are mostly shown in major roles and therefore as important.

Product Categories

The following product categories have an extremely high percentage of older

people: real estate/housing, distribution/retailing, finance/insurance, and apparel/
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fashion or accessories/personal items (see Table 18.2). In contrast, commercials for

the product categories household products, publications, and automobiles use

relatively few or no older people.

The number of older people in advertisements, however, does not say anything

about how many advertisements are actually targeted at older people. Older people

as a target group could only be clearly and objectively identified if this was

indicated in the ad through a statement, or else through the fact that other age

groups cannot use the product, such as diapers for the elderly, hearing aids, products

for dentures, and wrinkle creams. This led to extremely few commercials that could

be clearly identified as targeting the age group 50–64 (3 for 1997, 9 for 2007), as

well as the age group 65þ (10 for 1997, 13 for 2007) within all commercials.

Opinions About Older People in TV Ads

We surveyed Japanese people aged 15–65 on their opinion about older people in

television advertisements. Results were mixed with responses clustering in the

middle. For the question whether there are too few older people in advertising,

there is a slight tendency in the responses that this is not the case. In other words,

most respondents do not feel that older people are under-represented in Japanese

television advertising, which was shown in our content analysis, or do not perceive it

to exist. The question whether the number of commercials targeted at older people

increased was affirmed by the majority of the respondents (45.1%). This shows that

our respondents are also aware of the changing situation in the world of Japanese

television advertisements with its increasing usage of older people. Finally, the

majority of the respondents (62.9%) deny that they do not want to see any commer-

cials with older people. This result is evidence that advertising agencies might want

Table 18.2 Percentage of older people represented within each product category

1997 2007

CMs featuring

50–64 age group

% (n)

CMs featuring

65+ age group

% (n)

CMs featuring

50–64 age group

% (n)

CMs featuring

65þ age group

% (n)

Real estate/housing

35.1 (13)

Distribution/

retailing

13.7 (10)

Finance/insurance

41.7 (20)

Apparel/Fashion,

Accessories/

personal items

15.8 (6)

Apparel/fashion, accessories/

personal items

21.2 (7)

Real estate/

housing

10.8 (4)

Distribution/

retailing

38.8 (26)

Materials

11.1 (1)

Finance/insurance

19.0 (12)

Foods/beverages

6.4 (19)

Real estate/

housing

31.3 (15)

Precision

instruments/

office supplies

9.8 (4)
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to include a larger number of older people in the future. Interestingly, however, a

higher percentage of older people than younger people agree with this statement.

Older people, therefore, either do not want to see older people or think that the

number shown in television commercials is already sufficient.

Discussion

Overall, we found a general under-representation of older people, especially older

females, a gradual increase in older people featured in advertising, and an emphasis

on the real estate/housing and finance/insurance product categories. In addition, our

survey shows that some of our results from the content analysis might have different

effects and are differently perceived than anticipated.

Nearly all previous research reports an under-representation of older people in

television commercials [4, 8–10]. In our research, this was true for the 50–64 age

group in 1997 (13.7% in TV ads vs. 19.4% in the census) as well as for the 65þ age

group in 1997 (4.6% vs. 14.6%) and in 2007 (6.1% vs. 20.2%). At first glance, the

under-representation of older people in a country traditionally regarded as having

respect for the elderly seems like a contradiction. However, even if Japanese society

still holds special respect for the elderly, this may have no connection with the

number of older people appearing in Japanese commercials. Respect for the elderly

is not the same as regarding older people as ideals of beauty (and commercials are a

world of “beautiful” people). Nevertheless, respect for the elderly could create a

more positive/important representation of older people, as could be seen in the roles

in which older people were represented. In contrast to most previous studies in other

countries [11, 12], where older people were overwhelmingly shown in minor or

background roles, this study found older people predominantly in major roles [13].

The only other country where a similar phenomenon was observed is Korea [8, 14],

a country quite similar to Japan in many aspects of its cultural heritage. Despite

these cultural similarities, this phenomenon in both countries might be explained by

the high number of celebrity appearances in these countries’ commercials (more

than 50% of commercials) [15, 16].

One reason for the under-representation of older people in advertising might be

that older people identify themselves with people who are actually 5–10 years

younger [17, 18]. This leads to a use of younger models in advertising, even when

targeting older people. In fact, existing research findings suggest that older people do

not necessarily want to be targeted with older people but with models 10 years

younger than their actual age [19]; i.e., with models of their cognitive age rather than

their chronological age. This is why it has been argued that, in advertising, the use of

“cognitive-age congruent” models or spokespersons should prove fertile as a con-

sumer’s self-perceived age interacts with the perceived age of the model or spokes-

person seen in an ad, and can subsequently influence the response to the advertising

message [20, 21]. This is also supported by our survey results that a larger number of

older than younger people prefer not to see older models in TV advertisements.
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Additionally, some research shows that advertising agencies commonly believe

that older models alienate younger consumers [19, 22]. It is assumed and partly

shown in some studies [23] that younger people are not interested in products

advertised by older people, so their use in advertisements for products for other

age groupsmight be limited. In contrast to these findings, our survey has shown that it

is not the case that (young) people reject older models in television advertisements.

Although older people are still under-represented, the number of older models

clearly increased from 1997 to 2007. This increase was so pronounced that it was

also realized by the respondents of our survey. One reason for the increase in older

people in Japanese television advertising might be the growing interest of compa-

nies and advertising agencies in the 50þ age group, which includes the Japanese

baby boomer generation (dankai sedai). It seems no coincidence that it is precisely

this age group that strongly increased between 1997 and 2007. Using older people

in advertising is only one way to target older consumers, as confirmed by our

interviews with several Japanese advertising agencies. It can be assumed that there

are various commercials not depicting older people while still trying to target them

as customers.

Although this chapter is mostly concerned with the marketing side of the

representation of older people in Japanese commercials, one final aspect should

also be mentioned. As in the previous literature [9, 10], we too found an under-

representation of older females. This result refers to a general image of (older)

women in society and especially in the media. More than men, it is women who

have to look young and beautiful. Naturally, advertisements are not the creator of

such images, but they also reflect social trends, and also reinforce and shape them.

Western researchers usually refer to a type of sexism that celebrates younger

females and ignores older ones [11]. This interpretation seems also highly probable

in the Japanese context where research has confirmed a preference in commercials

for young and beautiful women [24].

In terms of product categories, real estate/housing and finance/insurance espe-

cially proved to show a high number of older models. Both product categories target

older people in Japan. Older people are especially targeted for reforming their

existing home or even buying a new (additional) one. Advertisements for finance/

insurance for older people are not as common in many other countries, but in Japan

a large number of insurance companies especially target older people who want to

explore new options or want to improve the conditions of their current insurance.

Summary and Conclusion

This chapter has confirmed results from previous research, such as the under-

representation of older people and the even more pronounced under-representation

of older females. At the same time, it has also contributed new results. Our project

is the first English language study on Japan, and it is also the first study worldwide

that compares two time periods, i.e., 1997 and 2007. This has led to new and
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interesting results, such as our observation that the number of older models in TV

commercials increased over the decade between 1997 and 2007. In addition, we

could also show that the under-representation of older people must be seen in

context. On the one hand, older people are (when represented) shown in major

roles, which indicates their overall importance. On the other hand, consumers

do not seem to recognize this under-representation, as shown by our survey, and

thus such under-representations might not lead to any negative effect on the

consumption side.

There have been substantial changes during the last 10 years in Japan, especially

in terms of the number of older models featured. Japanese advertising agencies

seem to have understood that older people have become an important market

segment, and have adapted to the new situation. However, there are still several

areas that remain to be changed. This includes the under-representation of older

people in general, especially those older than 64. The under-representation of older

women has not only remained unchanged, but has become even more pronounced.

This is an area that should be rethought by advertising agencies in the future,

considering the fact that (older) women are major consumers in Japan. This is not

just a simple issue of numbers, but – as indicated in the introduction – a distorted

representation of older people that might in the end come back to the companies and

their image. After all, the importance of older people for the economy will increase

during the coming years, not only in Japan, but in many countries around the globe.

As a result, advertising researchers and practitioners are well advised to deal with

this topic more carefully and more systematically.

Appendix

Content Analysis of TV Commercials

Our research sample was based on a commercial database that includes all adver-

tisements broadcast in the Greater Tokyo Area since 1996. In order to produce a

valid sample, a systematic sample of 28 days with an equal distribution of weekdays

over 2 full years (1997 and 2007) was established. This led to 1,495 commercials in

1997 and 1,477 commercials in 2007: 2,972 commercials in total. Out of these

commercials, 1,236 of the 1997 commercials included people; in 2007, 1,220

commercials included people.

Consumer Survey

A research grant by the Yoshida Hideo Memorial Foundation allowed us to

participate in an annual omnibus-survey on consumer life and advertising in

Japan. This survey was conducted in June 2008 in Greater Tokyo Area among

Japanese people between 15 and 65 years, and yielded 720 usable responses.
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Chapter 19

Advertising Agencies: The Most Calcified

Part of the Process

Chuck Nyren

Abstract Today’s advertising industry needs a minor revolution. Talented men

and women in their 40s, 50s, and 60s must to be brought into the fold if you want to

target the Silver Market. This includes copywriters, graphic artists, producers,

video directors, and creative directors. If you plan on implementing a marketing

strategy that includes Baby Boomers as a primary, secondary, or tertiary market,

and you turn it over to only people in their 20s and 30s, you will forfeit the natural

sensibilities required to generate vital campaigns.

Introduction

You can analyze marketing fodder all day and night, read countless books about

marketing to Baby Boomers, attend advertising and marketing conventions around

the world, and soak up everything all the experts have to say. But the bottom line is

this: if the right people aren’t in the right jobs, what happens is what happens in all

arenas of business – failure and mediocrity.

And the reverse is true. If you had a product or service for late teens and

twentysomethings, and you walked into your advertising agency and your creative

team was made up of only people in their 50s and 60s – I would imagine that you

would be very, very worried.

For over 5 years I’ve been writing, consulting, and speaking about advertising to

Baby Boomers. Before long, I realized that most follow-up questions from readers,

clients, and conference attendees required answers soaked in history. Queries were

usually variations of “Why do ad agencies and the media marginalize and ignore the

50+ market?” or “Why does my agency tell me that there is no need to target people

over 50? That they buy products anyway?”

The answer to all is that most agencies are not interested in nor equipped to

produce vital, successful campaigns targeting this demographic. Here’s why:

F. Kohlbacher and C. Herstatt (eds.), The Silver Market Phenomenon,
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A Very Brief History of Advertising Creatives in the United States

From the late 1800s until World War I (WWI) just about anybody could leap into

advertising if they had the nerve, the verve, and a talent for persuasion. The industry

was spread out geographically, culturally, ethnically. While there were advertising

agencies large and small, many companies created their own ads, mostly using

agencies for what is today known as media planning.

The expansion of railroads made it possible to haul consumer products and

magazines/periodicals nationwide – and market nationwide. By the late 1910s

advertising was becoming a very big business.

The war put a damper on this growth – but afterwards, as the USA hurriedly

switched from a wartime to a consumer economy, companies garnered huge

excesses of earned income. The most attractive and reasoned way to spend much

of this money was on advertising [1]. Large agencies benefited because they were

equipped for major campaigns.

As was the case in most businesses, the power eventually ended up in the hands

of white, Protestant, Ivy-League educated men. Ethnic, cultural, and religious

diversity was soon frowned upon. If you were Jewish, Catholic, Irish, or Italian

you did your best to play it down or hide it. Women were also marginalized.

Also, to protect itself, industry headquarters settled in New York City. This was

the beginning of what we refer to literally, and now metaphorically, as “Madison

Avenue.”

The cultural zeitgeist of the post-WWI era was “be rich,” so it didn’t hurt that

advertising was being created by people who had a good shot at realizing this

dream. It is simple common sense that the best advertising is done by people who

advertise to themselves.

The 1920s was also the first time a young generation was niche-targeted.

Naturally, young copywriters and art directors were assigned these accounts.

There were a few powerful, talented women. One was Helen Landsdowne,

recruited by Stanley Resor, president of J. Walter Thompson’s Cincinnati office.

Soon, they married.

After a move to New York and a reorganization of JWT, Stanley Resor was

named president, and Helen Resor quickly became one of the top copywriters in the

industry. This was a woman spearheading campaigns targeting women. If not

something new, it certainly wasn’t common. Some say that Helen Resor was the

primary reason JWT grew to be the largest advertising agency in the world (and it

continued to be for the next 30 years).

But during her decades at JWT, Helen Landsdowne Resor was “on paper”

merely the head copywriter for many major accounts, although she often presented

and pitched to major clients. Business propriety did not permit a woman to be an

executive.

Throughout the Great Depression and WWII, the advertising zeitgeist glorified

the middle class. It was bad taste to “be rich.” Along with radio and a flood of

inexpensive magazines, average Americans were the heroes and heroines. Smart
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advertising agencies added to their stables, searching and finding talented indivi-

duals with more varied, down-to-earth backgrounds.

As in the 1920s, women were still marginalized. A few couldn’t be held down. A

good example was Jean Wade Rindlaub of BBDO. Her campaigns for Campbell

Soup and General Mills spoke directly to mothers and the middle class, and her

wartime ads for Community Silver (This is for keeps), portraying wives and

mothers saying goodbye to their husbands and sons, were the “pin-ups” for those

at home during the war. Ms. Rindlaub also created what was considered the

preeminent research department in the industry, considered to be the prototype of

what are now focus groups.

It wasn’t until after WWII that Jean Wade Rindlaub attained V.P. status. And, it

wasn’t until the mid 1950s that Ms. Rindlaub was appointed to BBDO’s Board of

Directors, the first woman on a board of a major advertising agency.

The post-WWII era brought more changes to the advertising industry. The

zeitgeist shifted from extolling middle-class values to glorifying upper-mobility,

a “keep up with the Joneses” mentality.

While its roots date back to the 1920s, the 1950s also brought about a messy

revolution in methodology. Hard-sell, fact-based scientific advertising collided

with creative, soft-sell approaches. The best advertising was often a queasy but

effective melding of the two.

Here and there, Jews, Catholics, and women began to be “officially” accepted in

powerful positions. Below is a handful of the most productive and influential

creatives in the early 1950s through the middle 1960s. All are on the list of the

top Advertising Age’s 100 advertising people of the twentieth century (with their

positions on the list noted):

Bill Bernbach (#1) was the first enormously successful and openly Jewish

advertising creative in 30 years, spearheading campaigns for Orbach’s Department

Store, Volkswagen, Avis Car Rental, Life Cereal, and many others. Quotes from

Bill Bernbach:

Advertising isn’t a science, it’s persuasion. And persuasion is an art.

Research can trap you in the past.

Logic and over-analysis can immobilize and sterilize an idea. It’s like love – the more you

analyze it, the faster it disappears.

Leo Burnett (#3) was a Midwesterner copywriter and creative director who only

later in his career migrated to Madison Avenue. During the 1950s and 1960s, he and

his people created icons that are still recognized today, including The Jolly Green

Giant, Tony the Tiger, The Pillsbury Doughboy, and Charlie the Tuna.

David Ogilvy (#4) is still considered by many to be the greatest copywriter of all

time. During his heyday, Mr. Ogilvy boosted the branding of companies like

Hathaway Shirts, Shell Oil, Sears, KLM, American Express, IBM, Schweppes

tonic, Rolls-Royce, and Pepperidge Farm. Quotes from Mr. Ogilvy:

I notice increasing reluctance on the part of marketing executives to use judgment; they are

coming to rely too much on research, and they use it as a drunkard uses a lamp post: for

support rather than for illumination.
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Much of the messy advertising you see on television today is the product of committees.

Committees can criticize advertisements, but they should never be allowed to create them.

Rosser Reeves (#5) believed in thorough research, and codified the Unique Sales

Proposition (USP), a technique of focusing on the distinctive qualities of a product.

His campaigns included “M&Ms melt in your mouth, not in your hand.” A quote

from Rosser Reeves:

Let’s say you have $1,000,000 tied up in your little company and suddenly your advertising

isn’t working and sales are going down. And everything depends on it. Your future depends

on it, your family depends on it. . .Now, what do you want from me? Fine writing? Or do

you want to see the goddamned sales curve stop moving down and start moving up?

Shirley Polykoff (#24) hid that she was Jewish for most of her career. As the sole

woman copywriter at Foote, Cone & Belding, Ms. Polykoff was tossed the Clairol

account. She came up with “Does she. . . or doesn’t she? Only her hairdresser
knows for sure,” and “Is it true blondes have more fun?” Sales of Clairol products
quadrupled. Ms. Polykoff scoffed at research, and wrote from the gut.

Bernice Fitz-Gibbon (#62) was the ad manager at Macy’s, Wanamakers and

Gimbels. With her unique, classy copywriting and creative direction, Ms. Gitz-

Gibbon was the highest-paid women in advertising in the middle 1950s.

The 1960s cultural revolution, with Baby Boomers and the youngest of the Silent

Generation coming of age, had a profound effect on the industry. Doors were now

open to all ethnicities, cultures, and backgrounds. Women flourished. It didn’t

matter who you were as long as you had the moxie, the talent. The grip that

Madison Avenue had on the industry loosened. Large, medium, and small agencies

were almost indistinguishable in terms of quality of output.

With the rise of multinationals during the following two decades, advertising

became a truly global phenomenon. Great campaigns were now coming out of the

Midwest, the West in the USA, and around the world. For the first time, a “golden

age” of advertising (in the 1980s) blossomed in another country, England.

But, as with each era of advertising, there was a blind spot, a prejudice. Along

with the openness of the 1960s came a new primary zeitgeist: “be young.” This was

fine through the 1980s. The largest market was Baby Boomers (give or take a few

years), and advertising agencies were actively recruiting and handing over power

and influence to creatives in their 20s. After all (if I may repeat myself for the

umpteenth time), the best advertising is done by people who advertise to them-

selves. Why wouldn’t you hire young people to create campaigns for young people?

They instinctively know their market.

Ad agencies pre-1960s, while often excluding minorities and women, always

had a good age mix. This was their diversity. While creative departments usually

skewed young, they weren’t made up exclusively, or even primarily, of young

people.

During my presentations, the slide that always elicits gasps is the one where I

slowly reveal the ages of the top creatives mentioned earlier. I say, “Many adver-

tising historians consider the most productive phases of their careers as being
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between the early 1950s to the late 1960s. How old were they in the middle of their

whirlwind creative periods – in 1960?”

l Bill Bernbach: 49
l David Ogilvy: 49
l Rosser Reeves: 50
l Shirley Polykoff: 52
l Bernice Fitz-Gibbon: 66
l Leo Burnett: 68

Remember: this was in the middle of their creative periods. Much more was to

come from them. In fact, for some their most successful work was produced in the

latter half of their careers. And, they surrounded themselves with people of all ages.

A quote from Rosser Reeves when he was 52-years old:

No, I don’t think a 68-year-old copywriter can write with the kids. That he’s as creative.

That he’s as fresh. But he may be a better surgeon. His ad may not be quite as fresh and

glowing as the Madison Avenue fraternity would like to see it be, and yet he might write an

ad that will produce five times the sales. And that’s the name of the game, isn’t it?

You can argue the points Mr. Reeve’s puts forth. But what astounds most people

about the quote is the fact that up until the 1970s there were 68-year-old creatives

actively involved in advertising. Ask someone today about older versus younger

advertising creatives, and the quote would have to begin, “No, I don’t think a
38-year-old copywriter can write with the kids. . . .”

Mr. Reeves retired from the business when he was 55-years old. It was the talk of

MadisonAvenue at the time. Therewere arguments and speculations aboutwhy he did

so. Many wondered why someone would retire from advertising at such a young age.

Today, things are a bit different:

The advertising industry is notoriously associated with young people, crazy ideas, wild

parties, and general excessiveness. The average age in the industry is way below 30. . .
Advertising agencies are in the business of creativity. They are also in the business of

managing human perceptions. It’s therefore interesting that although many tactics are

employed to ensure creativity, agencies have traditionally not cottoned on to the fact that

a more diverse workforce, inclusive of nondiscriminatory age policies, poses the potential

for greater competitive advantage. (Paula Sartini) [2]

The problem is that this zeitgeist hasn’t changed. It’s still “be young.” The

advertising industry is not at all “cutting-edge,” but behind the times. This is

especially counterproductive now that we have complex market segmentations

and new ways of reaching and targeting consumers.

From The Business Case for Diversity [3]:

. . . An increasing number of European companies are adopting diversity and equality

strategies, not only for ethical and legal reasons but also for the business benefits they are

expected to deliver. Among the most important of these benefits are a wider pool of high

quality workers, greater innovation, and enhanced marketing opportunities (The European

Commission Directorate-General for Employment).

An excerpt from my book, Advertising to Baby Boomers [4]:
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Today’s advertising industry needs a minor revolution. Talented men and women in their

40s and 50s must be brought back into the fold if you want to reach Baby Boomers. This

includes account executives, copywriters, graphic artists, producers, directors, creative

directors. If you plan on implementing a marketing strategy that includes Baby Boomers

as a primary, secondary, or tertiary market, and you turn it over to a different generation of

advertising professionals, you will forfeit the natural sensibilities required to generate vital

campaigns.

Truth is, you can analyze marketing fodder all day and night, read countless books about

marketing to Baby Boomers, attend advertising and marketing conventions around the

world, and soak up everything all the experts have to say.

But the bottom line is this: If the right people aren’t in the right jobs – well, you know

what happens. What happens is what happens in all arenas of business: failure and

(sometimes even worse) mediocrity.

But my advertising agency says that people over 50 buy products anyway. . .
Sure “they” do. But do they buy your product instead of the competition’s? Advertising

agencies write off your potential target market because they don’t know how to advertise to

Baby Boomers anymore than I know how to reach a teenager or young adult who wriggles

and zigzags around in his or her chair, punching, skidding, and spastically rattling some-

thing I believe is referred to as a joystick. (Chuck Nyren)

Not too long after the second edition paperback was released, Rance Crain,

publisher of Advertising Age, penned some columns that mirrored much of what I

had been saying for years. Two excerpts:

From Boomer Boon [5]:

. . . The ad business is woefully out of touch with baby-boomer buying power. Young ad

people think older people are stuck in their ways, so it’s a waste of money to try to get them

to change brands. . .a prime-time TV show with most of its viewers in the 34-to-49 range

can get 30% more per ad minute than one that caters to people 55 and older. Yet consumers

age 50 and up already spend more than $1.7 trillion on goods and services a year. . .
Agencies like to think of themselves as the last bastion of creativity, but they’re in many

ways the most calcified part of the process. Enlightened clients are beginning to realize this
resistance to change is holding them back; the next step is to bypass their agencies’

counsel.1 (Rance Crain)

From You Know Who’s Boss – Consumers [6]:

. . . It makes all the sense in the world for ad makers (both clients and agencies) to be well-

stocked with people who understand consumers, whether young people who fathom the

mysteries of cyberspace, a good mixture of people who reflect the ethnic and cultural

diversity of our country, and, yes, even older people who understand the vitality and buying

power of the great gorge of baby boomers overtaking our land.

If the ad business is serious about regaining control of its brands, it must first understand

that the “boss” is not just a 35-year-old white American. He or she is older, black, Asian or

Hispanic. . . (Rance Crain)

As I write this, an email pops into my inbox. It’s not much different to ones I

receive every week. Excerpts:

1Italics are mine.
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I know you are onto something regarding the Baby Boomer business. I have enclosed a

resume, and wonder if there is a way for existing ad agencies to embrace this potential, or

do you see starting an ad agency devoted to baby boomers exclusively?

I have been thinking about it, and no doubt there are a lot of other boomers who (a) see

age discrimination and/or (b) wonder why the largest advertisers or agencies are not

“getting it.”

I have submitted my resume to the top 100 ad agencies and I have received not a word.

The people I know basically tell me that the agencies are looking only for young people.

This gentleman’s resume (he’s a graphic artist/creative director) is impressive. It

includes well-known and successful national and international campaigns from 15,

20, and 30 years ago. He has the sensibility required to reach the 50þ market

because he was advertising to this same market when they were in their 20s and 30s.

He is one of them. He instinctively knows what their concerns are, and how to reach

them now that they have matured.

But no agency wants him.

Advertising Today: Is It Only the Experienced, Older Creatives
that Agencies Need to Bring into the Fold?

One other presentation slide of mine usually shocks. I talk a bit about David Ogilvy:

“How old was David Ogilvy was when he wrote his first ad?” Remember, many

consider him to be the greatest copywriter of all time. He is #4 on Ad Age’s list of the
“Greatest people in advertising in the twentieth century.” Many would rate him #1.

“So how old was he? Was he a child genius? Thirteen? Sixteen? Eighteen?

Twenty-one?”

The answer: David Ogilvy wrote his first ad when he was 39-years old. He spent
the next 25 years actively involved in creating advertising campaigns, and another

20 involved in an executive capacity.

Here is a revolutionary thought: Agencies should also be searching for people in

their 40s, 50s, and 60s who have never worked in advertising.

In the recently published book Old Masters and Young Geniuses, David Galenson
analyzes the creative productivity of famous artists from all fields [7]:

Experimental innovators work by trial and error, and arrive at their major contributions

gradually, late in life. In contrast, conceptual innovators make sudden breakthroughs by

formulating new ideas, usually at an early age. Galenson shows why such artists as

Michelangelo, Rembrandt, Cézanne, Jackson Pollock, Virginia Woolf, Robert Frost, and

Alfred Hitchcock were experimental old masters, and why Vermeer, van Gogh, Picasso,

Herman Melville, James Joyce, Sylvia Plath, and Orson Welles were conceptual young

geniuses.2

Baby Boomers are finishing up the first part of their lives, and many are ready to

pursue new careers. They are going back to school, learning new skills, finally

2http://www.davidgalenson.com/, excerpt from the publisher’s book description.
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following their dreams. The largest age demographic for new entrepreneurs is Baby

Boomers (and a bit older). They feel as if they are beginning exciting, innovative,

productive lives. There are scores of books and literally hundreds of articles about

“second career” Baby Boomers. I’ll cite two:

From Boomers Embark on New Midlife Careers [8]:
According to author Marc Freedman, these (Baby Boomers) are part of a revolution that

may change the nature of work and retirement in the USA – people who, instead of fading

from the workforce in midlife, are embarking on second careers. “Instead of the freedom

from work, they are searching for the freedom to work; instead of saving for a secure

retirement, they are underwriting a new career,” Freedman writes in his new book, Encore
[9]. (Teresa Mears)

From Baby boomers make seasoned PROs [10]:
They were America’s very first mass advertising market and a public relations officer’s

dream: nearly 78 million baby boomers who have come of age with radio and television. As

children, they were the first consumers of breakfast cereals and baby foods. As adults, they

were the biggest trendsetters in the country. But, as they started to outgrow the 18–49 year

old age bracket, they are now creating a new frontier as some of the country’s most

established and seasoned public relations officers (PROs). . . Smart PR firms are now opting

to break the age-old PR model. . . Slick firms are now beginning to comprehend that

seasoned professionals with good business backgrounds will storm the PR market. Not

only do these respected practitioners treat reporters and editors with the respect that is due

them, but they also have the ability to provide them with services in a fast yet professional

manner.

It is this ability of the baby boomers to strategize that defines their well-advanced

intellectual status, making them one of the best options in the PR industry. With their

skillful ability to implement those strategies, they are known to all and sundry as the great

PR practitioners. Keep in mind that executives love to have someone alongside them

strategizing and managing their organizations so that they come out as winners in the

marketplace. (Anna D. Banks)

But how many advertising agencies are willing to hire novices in their 40s, 50s,

or 60s? You could come in with some great writing – perhaps from a different field,

and/or be fresh out of “going back to college” after taking advertising courses, or be

a brilliant graphic artist with a distinguished career who has never worked in

advertising. . . .
And you’ll be politely shown the door.

Howmany Baby Boomers, ones who’ve always wanted to do something creative

and have a secret desire to get into advertising, are opening up their own ad

agencies? I doubt any would even consider it. Three decades into his career,

David Ogilvy sent a memo to his staff [11]:

Will Any Agency Hire This Man?

He is 38, and unemployed. He dropped out of college. He has been a cook, a salesman, a

diplomatist and a farmer. He knows nothing about marketing and has never written any

copy. He professes to be interested in advertising as a career (at the age of 38!) and is ready

to go to work. . . I doubt if any American agency will hire him.

David Ogilvy was writing about himself.
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Three Successful Campaigns, And A Possible Backlash

Pressured by CMOs and a few forward-thinking folks in advertising agencies,

things are changing. The 50+ market is now on the radar.

Unfortunately, 50+ creatives aren’t. Most campaigns targeting Baby Boomers

are clumsy and ineffective, as they take turns waving 1960s Peace Symbols while

bedding moldy, psychedelic music, or portray people over 50 as smiling, vapid,

mindless pod people only interested in making sure they don’t have to pee while

playing golf or sunning themselves at the beach, or assume that Boomers are so

technologically incompetent that when confronted with a computer they press a

blank piece of paper to the screen in order to “print.”

However, three recent campaigns are top-notch, and take opposite approaches in

reaching their target market. All succeed. The Dove Pro Age campaign has a

diverse history. Hatched from the Dove Real Beauty campaign created and incu-

bated in Europe and the USA, it consists of aesthetic, commercially viable photo-

graphs of nude women over 50. On the surface, it’s pure creativity, with no facts or

research.

Or so it seems.

The Crest Pro-Health toothpaste ad, at first glance, appears to be simple and dull:

a picture of the product package and two columns of health and beauty benefits (but

mostly health). One list refers to Crest Pro-Health, the other (with less checkmarks)

to “regular toothpaste.” It’s pure fact-based, hard-sell advertising with no creativity

or emotional connection with the target market.

Or so it seems.

Why has the Dove Pro�Age campaign been so successful? Simply because of its

outrageousness in daring to promote its product by using nude women over 50? It is

much better than that.

Although it may appear to be purely “creative,” this campaign is steeped in

research. For Baby Boomer women (and a bit older), after 40 is better than before 40.

While there has always been a small percentage of women who bloomed in their

later years, for Boomers it has become a generational ethos. Again, there have been

major studies, scores of articles, and a handful of books on this subject. A good one

is Primetime Women: How to Win the Hearts, Minds, and Business of Boomer Big
Spenders by Marti Barletta (Kaplan Business, 2007).

Here are some excerpts from my book, Advertising to Baby Boomers [4]:

Contrary to popular myth, Baby Boomers do not believe that they are still teenagers or

young adults. . .
Boomers are slyly redefining what it means to be the ages they are. Included in this new

definition are some youthful attitudes, but the real change is that instead of winding down,

many are winding up. . .
There is a big difference between thinking you are younger than you are, and not

thinking that you are old. This “night and day” distinction may confuse many pundits,

but it does not confuse most Boomers. . .
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Baby Boomers do not want to be twenty again, or thirty again. They want to feel as good

as they possibly can for the ages they are. They do not want to be marketed and advertised

to as if they were young adults or thirty-somethings. . .
In fact, Baby Boom women are the real age revolutionaries. Many are feeling very

empowered, very alive, and ready to take on the world. While they could do without some

of the wrinkles and some of the aches, ask most women over 40 if they would like to live

their 20s and 30s all over again, and they’ll say, “No thanks. I’m happier and more

productive now than I have ever been.”. . .
So if an advertising agency tells you “when you target 19-to-35-year-olds, you likewise

reach Baby Boomers,” they are sadly out of touch with one of the largest and certainly the

richest market segment today. . .

The second and even more important reason for this campaign’s success has to

do with the major two people involved in its creation and development: Shelly

Lazarus (b. 1947) and Annie Leibovitz (b. 1949). Ms. Lazarus is Chief Executive

for Ogilvy & Mather Worldwide (the agency that created the campaign), and has a

reputation as a hands-on CEO (especially with this campaign, from what I’ve

heard). Ms. Leibovitz has had and is having such a long and varied career that

it’s hard to sum it up without going on for pages. While she’s much, much more,

Ms. Leibovitz can certainly be described as the quintessential Baby Boomer

creative.

Let’s talk reality: You may not be able to find a comparable Shelly Lazarus to

spearhead your campaign. You might not be able to afford Annie Leibovitz as your

artistic director. But, if you are targeting women over 50, don’t you think it might

be a bright idea to find and hire people with similar business and creative sensi-

bilities as Ms. Lazarus and Ms. Leibovitz?

During my presentations, I toss up a slide with some quotes and pictures from an

article in Advertising Age – and up a hypothetical situation, playing it out as only a

middle-aged wannabe ham actor can. With my tongue in my cheek towards the end,

I say:

Here’s a speech I liked hearing about, reported in Advertising Age by Lisa Sanders, from the

mouth of Euro RSCG Worldwide’s David Jones (age 38):

From Ignore the Research and Trust Your Gut [12]:
Taking a “swipe at the research and pre-testing industry,” Mr. Jones next exhorted

listeners to stop asking permission. Drawing on a “truth” from British comedian Vic Reeves

that “96.2% of all statistics are made up,” Mr. Jones, also a Brit, argued that some of the

most well-liked ads aren’t based on research or focus-group results. Instead they rely on a

creative director’s gut instinct of what consumers will like. He cited Procter and Gamble’s

effort for Charmin toilet tissue created by Euro rival Publicis Worldwide that riffs off of the

many euphemisms for elimination. “Publicis took a risk, and did it without a bit of

research,” he said.

And, by way of reinforcing the previous point, his last bit of advice was for creatives to

“trust your gut.” Advertising is changing fast, and to not take a risk is risky, even though it’s

scary to take a risk. (Lisa Sanders)

No argument from me. I love it.

But there is one big problem. When targeting Baby Boomers you have to have

the right guts around to trust. That’d be 50þ creative guts.
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It wouldn’t be too bright to trust my gut to come up with a campaign for a

product aimed at twentysomethings. My gut would tell me, “. . . Ummm . . . ummm

. . . Wait! I got it! I got it! We get some twentysomething guy or gal or both an’

spike their hair an’ give’em tattoos and put rings in their noses an’ iPods on their

heads an’ bed some hip-hop music an’ have’em hold up the product! Yeah! They’ll

buy it! They’ll buy it!”

It’s fine to champion creatives and their guts and call this a “risk” – but are

agencies prepared to take the common sense “risk” of hiring creatives with the best

guts to trust when targeting specific demographics?

Saatchi & Saatchi, an agency famous for attempting to create “love” for their

clients’ products, went against their own grain with Crest Pro-Health toothpaste. On

the surface it’s hackneyed USP (unique sales proposition) – factual and direct, with

no emotional connection. You might likewise think that such a nonevasive, noncre-

ative campaign wouldn’t have much impact anymore, but:

Three months after its debut, Crest Pro-Health could be the most successful US toothpaste

launch in the last decade. . . The study found two-thirds of Pro-Health buyers normally use

other non-Crest brands of toothpaste, including nearly 25% who said they used Colgate

Total, Crest’s main rival. . . Pro-Health’s secret? Targeting the needs of consumers who put

a premium on the healthcare aspects of their toothpaste. . . Those who had seen Pro-Health

ads were 40–50% more likely to buy it. (C. von Hoffman) [13]

No big surprise to me. About 6 months before the campaign was launched, I read

about Crest coming out with a toothpaste – and targeting Baby Boomers. While

they won’t admit that they are (who wants to target old people?), this is it. And

2 years before that, I wrote this in the 2005 edition of my book [4]:

Here’s an example of the way Madison Avenue wants you to think: For years, pre-teens and

young teenagers never paid any attention to toothpaste ads. But for the last decade or so,

toothpaste has been developed, manufactured, and marketed to kids and teenagers. Forty-

odd years ago toothpaste was marketed to adults only. Crest began targeting parents,

claiming fewer cavities for kids with Crest, implying smaller dentist bills.

Did we, as children, care? Not really.

However, if you watch toothpaste ads today, you would think that people brush their

teeth up until their early thirties and then all of sudden they magically turn seventy and buy

only denture cream. (I guess in Madison Avenue’s alternative universe, this is why all

senior citizens lose their teeth. They haven’t brushed in 40 years.). . .
So what toothpaste should I buy? Anybody have any ideas? I have a trillion dollars in the

bank, and 300 billion to spend as I please. And I’m sauntering around the dental care aisle,

hands in my pockets, jingling a few million in loose change, looking up and down, side to

side, and I’m not sure what I’m going to buy.

As advertising agencies have told you, I’m going to buy something. I guess it doesn’t
matter to you whether I buy your product or not, because I’ll buy something. . .

Here’s an alternative universe you might consider. And it wouldn’t be such a bad one for

me, either:

Hmmm. What’s this toothpaste? I think I’ve heard about it. Saw a commercial, read an

ad about it. The person in the ad was around my age. She talked a bit about dental care, a bit

about gums, about teeth, how to keep them healthy and strong. She had a nice smile, but not

one that blinded me, sending me stumbling, feeling my way to the bathroom for the Visine.

And the box doesn’t look like it’s an ornament for a science fiction Christmas tree. Maybe

I’ll buy it. (Chuck Nyren)

19 Advertising Agencies: The Most Calcified Part of the Process 259



There is more: While it might not seem to be a visceral campaign, it resonates

with Baby Boomers because these are the types of ads we saw as children.

However, it’s not a retro campaign. Saatchi & Saatchi did not try to turn it into

something old, with 1950s fonts and layout. The background is metallic blue, the

design fresh and modern. It’s simple, factual, contemporary. It tells us what we

want to know.

These two campaigns are successful because both use creativity and research.

It’s simply their styles and approaches have a different mix. How about a Dove Pro

Age ad with a picture of their product and a list of ingredients and benefits? Or, for

Crest Pro-Health – naked Baby Boomers brushing their teeth?

I think not. Good jobs by both agencies.

The most recent successful campaign targeting Baby Boomers is for Kimberly-

Clark’s Depend brand:

Adult underwear no longer being given the silent treatment [14] The new TV commercials

have ordinary boomer men and women engaged in some unscripted banter about the

differences between the two sexes, such as whether men or women make better drivers

and which sex actually rules the world . . . The TV spots are carefully crafted to appeal to

boomers who, if they don’t use Depends themselves, may be caregivers for parents who do.

The creative is lots of fun. No surprise, since the spots were directed by

Academy Award-winning filmmaker Errol Morris (born 1948). A Boomer directing

Boomers. The principals are entertaining, loose, attractive.

What upsets me about this campaign is not the campaign itself. It’s wonderful,

effective. But why couldn’t it have been a campaign for a new car? Laundry soap?

Baked Beans? Gender-specific razors? Aluminum foil? A smart phone? Anything

but some age-related malady.

Then there is this:

Use only as directed [15] . . . Take one night last week, chosen at random, when

NBC Nightly News aired 17 commercials during its 30-min broadcast. Of those 17

spots, 12 were for (in order): Zyrtec, an over-the-counter allergy medication;

Citrucel Fiber Supplement With Calcium; Advil PM, a combination pain reliever

and sleep aid; Transitions prescription eyeglass lenses (“healthy sight in every

light”); Spiriva HandiHaler, for use by COPD (chronic obstructive pulmonary

disease) sufferers; the cholesterol-lowering properties of Cheerios; Bayer aspirin

and its heart-attack prevention benefits; Omnaris nasal spray, a prescription allergy

medication; Just For Men hair coloring (let’s help graying old Dad get a date!);

Boniva, which helps reverse bone loss in postmenopausal women, most notably

actress Sally Field; ThermaCare heat wraps, for relief of muscle and joint pain; and

Pepcid Complete, a heartburn and acid reflux remedy.

The Backlash: If every time someone over fifty sees a commercial targeting them

and it’s always for an age-related product or service, pretty soon their eyes will

glaze over, they’ll get itchy and grumpy.

The Real Issue: Marketing and advertising folks grasping the fact that Boomers

will be buying billions (trillions?) of dollars worth of non-age related products for

the next 20-odd years. If you target this group for toothpaste, computers, clothes,
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food, nail polish, sporting equipment, toenail clippers – anything at all (almost), and

you do it with respect and finesse, they will appreciate and consider your product.

And looking at the big picture: Let’s hope that ad agencies will see these Depend
spots and realize they’re missing out not hiring people over 50 to create campaigns

for just about any product or service.

Boomer Brains

With all the high-tech advances over the last 10 years come new ways to measure

how the brain works. Science News and New York Times talk about studies of older
and younger older brains.

From Aging Brain Shifts Gears to Emotional Advantage [16]:
Advancing age heralds a growth in emotional stability accompanied by a neural transi-

tion to increased control over negative emotions and greater accessibility of positive

emotions . . . A brain area needed for conscious thought, the medial prefrontal cortex,

primarily influences these emotional reactions in older adults. . . In contrast, people under

age 50 experience negative emotions more easily than they do positive ones. These younger

adults’ emotion-related activity centers on the amygdala, a brain structure previously

implicated in automatic fear responses. . . This gradual reorganization of the brain’s

emotion system may result from older folk responding to accumulating personal experi-

ences by increasingly looking for meaning in life. (Bruce Bower)

Older Brain Really May Be a Wiser Brain [17]:

When older people can no longer remember names at a cocktail party, they tend to think

that their brainpower is declining. But a growing number of studies suggest that this

assumption is often wrong. Instead, the research finds, the aging brain is simply taking in

more data and trying to sift through a clutter of information, often to its long-term benefit.

How to Train the Aging Brain [18]

Over the past several years, scientists have looked deeper into how brains age and

confirmed that they continue to develop through and beyond middle age . . . The brain, as
it traverses middle age, gets better at recognizing the central idea, the big picture. If kept in

good shape, the brain can continue to build pathways that help its owner recognize patterns

and, as a consequence, see significance and even solutions much faster than a young person

can. These recent studies about the differences in age-related brain functions give adver-

tisers more reasons to put pressure on agencies to hire a diversity of creatives.

Summary and Conclusion

The way a product or service is perceived by a creative, and then presented to

potential consumers, is the essence of successful advertising. A diversity of crea-
tives – and creative diversity. That’s how to reach the 50þ market.

In countries and markets where the population is homogeneous, age diversity is

an even more important ingredient.
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Chapter 20

The Importance of Web 2.0 to the 50-Plus

Dick Stroud

Abstract What is the importance of Web 2.0 for older people? This paper answers

this question and provides suggestions for how organizations can use Web 2.0 to

improve their online interactions with the older market. The chapter analyses the

differences between the historical way that websites have been created and used and

the opportunities and dangers of using Web 2.0 technologies. Social networking

and Web video are the two best known applications of Web 2.0 and are discussed in

detail. The author shows that whilst both these applications are associated with

young people they are intrinsically “age-neutral” and are equally appropriate to

older Web users. The chapter describes how social networking and Web video are

likely to develop and the resulting implications upon the channel strategy of

organizations targeting the older Web user.

Introduction

There can be little doubt that Web 2.0 has been the “hot” Web topic of the past few

years. Strangely, for something that has attracted so much attention, it remains an

ethereal and ill-defined subject. For many organizations the subtleties of Web 1.0

provide enough of a challenge without grappling with the complexity of the next

phase of evolution.

When all of the jargon and hype is stripped away from Web 2.0 we find a

combination of exciting new ways for organizations to do the thing that should be

central to their Web strategy – understanding and communicating with their users.

A question that is rarely asked and almost never answered is: “What is the

importance of Web 2.0 for older people”? This paper redresses this absence of

discussion, and provides practical suggestions for how organizations can use Web

2.0 to improve their online interactions with the older market.

F. Kohlbacher and C. Herstatt (eds.), The Silver Market Phenomenon,
DOI 10.1007/978-3-642-14338-0_20, # Springer-Verlag Berlin Heidelberg 2011
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What Is Web 2.0?

Most people agree that the term Web 2.0 entered the public domain following the

first O’Reilly Media Web 2.0 conference in 2004. This is the only fact concerning

Web 2.0 that is agreed upon. Since 2004 there have been numerous definitions and

propositions about its role and importance.

In an attempt to add clarity to the debate, Tim O’Reilly produced the following

definition [1]: “Web 2.0 is the business revolution in the computer industry caused

by the move to the internet as platform, and an attempt to understand the rules for

success on that new platform.”

Whilst this definition is eloquent and brief, it lacks the specifics required for

organizations to understand and applyWeb 2.0 within their own, online environment.

The easiest way of understanding Web 2.0 is by contrasting it with Web 1.0, its

predecessor. Much of the work involved in creating this definition has been done by

Fidelity Finance [2]. To understand the difference between the two generations of

websites, it is helpful to separate the Web into two components.

The first component is the website’s architecture. These are the tools and

techniques used to create the site. Secondly, there is the application of the site

(i.e., the value it adds to the individual and/or organization). It is particularly

important to separate websites into these two components when analyzing how

they are used by older people.

The Differences Between Web 1.0 and Web 2.0

Summaries of the features involved in the architecture and applications of the two

generations of websites are shown in Tables 20.1 and 20.2. This analysis illustrates

the features that differentiate Web 2.0 from older sites. The following section

considers the age-neutrality aspects of this new generation of websites.

Is Web 2.0 Age-Neutral?

The use of the term “age-neutral,” in the context of marketing, was first used by the

author Stroud [3] when describing marketing campaigns targeting consumers with a

wide spectrum of ages.

When evaluating marketing creative channels and enabling technologies (such

as theWeb) it is vital to understand if they have the power to engage both young and

old alike or are limited to a narrow age group.

The Web usability Guru, Jakob Nielsen, has firm views about the usability issues

involved withWeb 2.0 sites. His views are particularly important because a website’s
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usability is particularly important in determining effectiveness with older people.

The following are three of his major concerns about Web 2.0 [4]:

l Complex interfaces can confuse the user. This conclusion is best illustrated by

the way that AJAX, one of new Web 2.0 development tools, enables part of a

Table 20.2 Website applications that typify the two generations

Application feature Implication

Web 1.0
The website user passively consumes content Users have little opportunity to respond and add

value to the information provided by the

website

Single communications channel between the

user and the website

The application’s value is limited by the

information provided by the website owner

Web 2.0
Users create, refine and share content The website “user” can contribute information,

thereby increasing the value of the site’s

content

A community rather than solitary experience Applications are not limited to the interaction

between the site and a single user

The scope of the application is extended by

integrating data from multiple sources. This

is known often called a “mashup”

The functionality of the application is not

limited to the resources of the site owner

Table 20.1 Website architecture that typifies the two generations

Architecture feature Implication

Web 1.0
Predominately HTML code The formatting language of the website is old and was

created for non-commercial applications

Hard coded static links The linkage between regions of the website is “hard-

wired” when the site is created

Single path through the content The design of the site limits the user to a

predetermined number of navigation routes

Limited customization Most sites are unable to react to the user’s specific

requirements

Multimedia is an “add-on” Functionality enabling users to experience audio and

video content are an adjunct, not an integral part

of the website

Web 2.0
Inherently multimedia Video and audio are incorporated into the fabric of

the website

Interface adapts to the user The interface reacts to the different behavior of

individual users

Fewer links, more actionable elements

(i.e., sliders, tabs, menus and widgets)

There are multiple design techniques to enable site

navigation

Created using multiple technologies

(AJAX, Flex, Flash)

Websites are constructed using an array of

technologies (i.e., AJAX enables designers to

update parts of a page without the whole page

reloading)
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web page to be updated rather loading an entirely new page. Whilst this means

the transaction is faster, it risks confusing users who may be puzzled or unaware

of what is happening. Nielsen tested 100 AJAX-created e-commerce sites and

found that shoppers often didn’t notice when their shopping carts were updated.

This is not an intrinsic fault of the technology but a result of the way it is being

implemented.
l Few people contribute content. The most famous example of user-contributed

content is Amazon’s book reviews, launched at the beginning of the Web era

(1996). Web 2.0 has resulted in making it much easier and less costly for

websites to incorporate content-sharing features. Just because sites have this

facility doesn’t mean it will be used. This has resulted in many websites with

sparsely populated user-content areas that have limited value. What should be a

user benefit can result in confusion.
l Brand confusion caused by mashups. Websites containing multiple sources of

information (e.g., Google maps and BBC news) can result in the site’s brand

identity becoming diluted. More importantly, the aggregation of multiple ser-

vices can degrade the quality of the site’s usability because “mashed” services

are unlikely to have the same quality of usability as the host site.

Many of Nielsen’s concerns are about the poor and indiscriminate use of

Web 2.0 features. Anything that degrades the usability of websites and makes

them more complicated to use will cause older people problems.

Both Nielsen [5] and Fidelity [6] have researched the effect of aging on the speed

and error rate when older people use websites. A summation of their conclusions is

illustrated in Fig. 20.1. This shows that a 65-year-old is likely to take 60% longer

and make 50%more errors than a younger person of equivalent Internet experience.

Because of the small sample sizes and the difficulty in comparing individuals of

equivalent Internet experience, this linear relationship should be taken as a guide

rather than an absolute rule. There is no doubt that age-related cognitive decline

Fig. 20.1 The relationship between the time taken to use a website and the number of errors made

and the age of the user
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results in older people, even those with extensive Web experience, making more

errors and taking longer to navigate sites.

So what is the answer to the question: “Is Web 2.0 age-neutral”?

The Web applications that people use are determined by their lifestyle and

background, not their age (i.e., they are age-neutral). This is further discussed in

Sects. “Social Networking” and “Summary and Conclusion.”

The way designers are currently using the new generation of Web 2.0 tools is

having a negative impact on the usability of websites, which has a disproportionate

impact on older people. This means that the architecture of Web 2.0 is not age-

neutral. There are no intrinsic reasons why this should be the case. It results from a

lack of knowledge and concern that Web designers have for the results of physio-

logical aging on website usability.

The following two sections of this paper consider the two most important and

highest profile applications that Web 2.0 has enabled and how they relate to older

people.

Social Networking

Whenever the term Web 2.0 is mentioned you can be certain that the phrase “social

networking” will not be far behind.

Social networking has many similarities with the early days of texting (SMS),

when adults were amazed as to why young people spent so much of their time

keying messages into their mobile phones. The same bemusement exists about the

ability of MySpace and Facebook to attract vast numbers of visitors. These two sites

had 170 million unique visitors (in the US) in January 2010 [7]. Table 20.3 contains

the URLs and a brief description of all of the websites mentioned in this section.

The ability of social networking sites to generate these huge volumes of Web

traffic is proof of their popularity. But, there is a hard business rationale to these

sites. Rupert Murdoch, somebody who avoided investing in Web companies during

the dot.com era, was so convinced of their importance that he purchased MySpace.

This company entered the Japanese market in November 2007. Microsoft is also

convinced of social networking’s business potential, as demonstrated by its pur-

chase of a stake in Facebook.

Like all things related to Web 2.0, social networking has numerous definitions.

The most useful way of explaining what it is and what it does, is by detailing its

components of functionality. This is done in Table 20.4, using a set of definitions

originally proposed by Danah Boyd [8].

The overarching thing about social networks is that their success is dependent on

the willingness of their members to contribute and communicate. The website

owner establishes the style of the network, provides the functionality, originates

the content and sets the rules. But, it is the members’ continuing levels of activity

that determine the network’s continuing success.
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Table 20.4 The main components of a social networking website

Social networking

component

Purpose

Profiles Profiles are pages that enable individuals to describe themselves in terms

of their age, sex, location, interests and a host of other variables. The

profile might also contain rich content such as photographs, sound and

video

Network of contacts After joining a social network site users can identify and contact other

members This might involve assigning contacts “privileges” for the

types of content they can exchange

Messaging Most social network sites also have a mechanism for users to send

messages and append content to their friends’ profiles. For registered

members of the network this can become a replacement for e-mail

Content Sharing This might be as simple as exchanging messages and textual content.

More probably, it also involves the ability to add to the site photos and

videos. Increasingly it also includes the facilities for network users to

construct their own blogs and wikis

Add-value content Increasingly social networking sites are partnering with providers of

content and widgets (modules of computer code) to enrich users

profiles

Table 20.3 Descriptions and URLs of the websites discussed in this section

Web site description Web site URL

A major social networking site that was created for students in US

universities and is now available to all users in multiple

geographies

www.facebook.com

A major social networking site that was acquired by Rupert

Murdoch’s News Corporation and is available to all users in

multiple geographies

www.myspace.com

A social networking site founded in the USA and now available in

multiple geographies. The site is targeted at teenagers and young

adults

www.bebo.com

The largest global online employment website www.monster.com

Venture funded US social networking site targeted at Baby Boomers www.eons.com

Social networking site and portal for US grandparents www.grandparents.com

USWeb site, with imbedded social networking functionality, which is

used for locating individuals providing in-home care and support

services

www.care.com

A UK portal site targeted at the 50-plus www.funkyfogey.com

A UK site providing a free service allowing people to create and

maintain a memorial website for deceased family and friends

www.gonetoosoon.co.uk

A UK portal website providing services and products for grandparents www.begrand.net

Part of the John Lewis group. The first UK supermarket web site that

uses elements of social networking functionality

www.waitrose.com

The largest Japanese social networking site www.mixi.jp

Mobage-town is a mobile phone portal providing games, avatars and

social networking aimed at young Japanese people

www.mbga.jp

Twitter is a social networking website providing a micro-blogging

service that enables its users to send and receive text-based posts of

up to 140 characters (called Tweets)

www.twitter.com

268 D. Stroud

http://www.facebook.com
http://www.myspace.com
http://www.bebo.com
http://www.monster.com
http://www.eons.com
http://www.grandparents.com
http://www.care.com
http://www.funkyfogey.com
http://www.gonetoosoon.co.uk
http://www.begrand.net
http://www.waitrose.com
http://www.mixi.jp
http://www.mbga.jp
http://www.twitter.com


“Fogeys Flock to Facebook” was the title of an article in the August 2007 edition

of Business Week [9]. This is an amusing way of describing the evolution of social

networking websites to become age-neutral. The media has historically portrayed

Facebook and MySpace as the playground of teenagers and young adults. Contrary

to this popular belief, the largest age group for both sites is 35–54 year olds. The

majority of Facebook users in the US are over 35 years old.

Only those who believe the 50-plus group to be homogeneous and technophobic

would be surprised by these numbers. The relationship between a person’s age and

their use of the Internet is complicated. For instance, as a group the 50-plus has the

lowest level of Internet use. This is true in Europe, Japan and the USA.

But, if Internet uptake is analyzed by socio-economic class, a more complicated

and less age-related picture emerges [10]. In the UK, the average 55–64 year old, in

the AB class group, uses the Internet more than all ages in groups C2DE. There is

only a few percentage points difference between all ages of C1s and the older

group. Only 16% of the over-65 year olds are connected to the Internet, but those

who are spend more time online than any other age group.

Entrepreneurs in the USA have realized the business potential of social network-

ing sites aimed at an older market. Jeff Taylor, the founder of Monster.com, has

launched eons.com, a Facebook equivalent for the 50-plus sector. This site has

stimulated a torrent of new Baby Boomer social networking sites, all trying to

capture the spending power of the 76 million Boomers in the USA.

The notable lack of success of these “generic” sites is that the user’s age is the

only thing that connects them to the other members. Lifestyle is a far better factor

for grouping people together than their age. A more interesting and sustainable

business model is where social networking is used as an enabler, not as the site’s

primary purpose. Grandparents.com is an example of this new breed of site which

contains social networking functionality that makes life easier for the grandparent.

Another example is Care.com, which uses social networking to improve the process

of locating care support resources.

The UK has a few examples of sites using forums and networking designed for

the 50-plus market. Saga and 50connect.com have the highest number of visitors,

followed by a raft of much smaller companies such as Funkeyfogey, Gonetoosoon

and BeGrand. More interesting than these age-specific sites is the way that major

online brands, with significant numbers of older customers, are starting to use

networking functionality. Waitrose, one of the UK’s largest supermarkets, recently

relaunched its website containing forums, scrapbooks and profiles, all the function-

ality found on a social networking website.

In Japan, Mixi is the leading personal portal and social-networking destination.

The company was started in 1999 as an employment job site targeted at the young.

In 2006 the company was floated and in July 2007 was valued at $2 billion.

According to the Japan Times [11], in May 2009 Mixi announced its financial

results and forecast a fall in profits of 15% from the previous year. This is the first

drop in profits since the company went public. In addition, its growth in the number

of page views and members has been slowing.
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In response to these problems the company is opening its PC and mobile

platform to third-party developers and new applications, following Facebook’s

strategy.

Mixi has 17 million users, a high percentage of whom are active, with the

majority accessing the website from their mobile phones. The majority of Mixi

users are women. Nearly 90% of the website’s users are under the age of 40 years old.

“If you want to engage with young people in Japan, you’ve got to have a mobile

presence,” says Forrester Research senior analyst Jonathan Browne [10]. For this

reason, the new social networking competitors entering the Japanese market are

mobile rather than PC-centric. Websites such as “Mobage-town” (mobile gaming

town) rely totally on mobile access.

This doesn’t mean that older people will only use PCs to access the site. The use

of mobiles by older people is very high and will be further stimulated by the launch

of new phone handsets, designed for older people (e.g., NTT DoCoMo new handset

with a large, high-definition screen and large buttons). The smartphone, in particular

Apple’s iPhone, will stimulate mobile access to all types of social networking sites.

How Is Social Networking Likely To Develop?

The following are some of the other ways that social networking is likely to develop

in Japan and other countries:

l It will become a commodity application. The great majority of the 50-plus

market will use social networking functionality and be oblivious to the fact.

Unlike the current crop of age-centric sites, the real volume adoption will result

from the network being part of an interest/industry/company/activity website.

It is likely that most large, Web-literate companies in retail, travel, healthcare,

and consumer electronics are already considering how to use social networking

to increase eye-fall and the networking effect of their Web presence.
l There will be pressure to make the networks “open.” Facebook, MySpace and

Mixi are all “walled gardens.” This means that communications between users

and access to information is restricted to members. This is very different from

the “open” nature of e-mail and the Web. Companies are starting to create more

open and accessible platforms, allowing personal data to be shared with other

networks and making it easier to interface with other Web service providers. For

example, Facebook makes its member profiles available to search engines so that

nonmembers can find out who has a profile on the site.
l It will be easier and cheaper to acquire social networking functionality. The first

generation of social networking sites were bespoke and expensive to create. This

is changing. New generations of Web software companies are providing inex-

pensive tools that enable new sites to be created and companies to embed social

networking into their existing Web platforms. The main companies providing

these tools are Affinity Circles, Social Platform, Joomla and Ning.
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l Social networking is limited by the finite time users can “socialize.” It is a

statement of the obvious, but there is a limit to the number of social networks a

person, of any age, can join and the time they can spend online. There has

undoubtedly been a “fashion” element to explain the success of MySpace,

Facebook and Mixi. The demand created by the trendiness of online socializing

is transient and will transfer to the next “cool” technology innovation. AOL

learnt this lesson when it was forced to sell Bebo, within 24 months of purchase,

for a fraction of the 850 million purchase price.

Whatever way that social networking develops, its lasting success depends on

delivering real benefits to customers, irrespective of their age.

Twitter is the development that has already had a significant impact on the world

of social networking and yet is still evolving. It is a mystery to many older people

why anybody should want to continually write and read messages of up to 140

characters in length.

In 2009 the number of Twitter users in the US was 12 million and forecast to

grow to 18 million in 2010, the majority of them being female.

According to Pew Internet [12] approximately 10% of US Internet users aged

45–64 years old use Twitter. The median age of US users is 31 years, and the fastest

growing demographic is the 50-plus. A major reason for Twitter’s success has been

the attractiveness of the application to both consumers and organizations.

Web Video

The head of creative at Avenue A | Razorfish, the largest interactive agency in the

USA, believes Web video is the most exciting of the new digital technologies. Why

is this?

In the same way that GIF and JPG images added richness to plain text, so video

provides a new dimension to the Web’s ability to communicate and entertain. Even

though we have just begun the Web video revolution, the magnitude of its impact

on the Internet is already staggering. Approximately half of all Internet traffic

currently consists of TV shows, YouTube clips and Web animations. Within the

next 24 months, video could account for 90% of all Internet traffic.

Why the Rules of Web Video Have Changed

A combination of technology developments has made the creation and viewing of

Web video a mass market experience.

Firstly, the costs of video cameras and software to create and edit video have

plummeted. Al Gore’s Oscar-winning global warming crisis documentary, An
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Inconvenient Truth, was created using standard Apple Keynote and editing software
and with a video camera costing less than $4,000. The production team needed to

produce most Web videos has shrunk to just two people – one person to act as the

journalist/interviewer and the other as the cameraman/editor.

The second development is the widespread availability of broadband. There is

now a worldwide audience of 420 million subscribers who can access the Internet at

broadband speeds.

According to the OECD [13], Japan has the second highest number of broadband

subscribers (31 million) behind the USA. The demand forWeb video and broadband

access are now in a virtuous circle whereby broadband take-up is driven by the desire

to view video, which in turns increases the audiences and supply of video material.

Finally, the costs and simplicity of the key determinants of Web video’s success

have radically improved:

l Hosting. There are over 100 websites providing free video hosting services,

double the number at the beginning of 2007. YouTube, by far the largest,

contains over 100 million video clips. Aside from the USA, Japan represents

YouTube’s largest user base. During 2007, Sony launched a video-sharing

service in Japan called eyeVio, enabling users to upload and distribute their

own videos. Although Sony is considering launching eyeVio outside Japan, for

now it is focusing on the Japanese market. Whilst YouTube has the worldwide

coverage, the Sony service has some unique features. The most important is the

high quality of the video that is “near DVD quality” and far superior to that of

YouTube.

Searching. Google is evolving its video search capability with the development

of “universal search.” This will process all content, including video, images, news,

and websites, and then present a single, integrated set of search results.

Viewing. Adobe’s Flash player has become the default software used by the main

Web hosting companies, including YouTube and MySpace. Adobe estimate that

99% of the world’s developed markets can view Flash Player content. This means

that the vast majority of PCs have the software to play video.

Web Video Is Age-Neutral

Organizations must avoid pigeon-holing Web video as being a niche activity that is

only used by the young and is nothing to do with older people. The fact that the

average YouTube user in the USA is not a teenager but a 39-year-old proves this

point.

Table 20.5 shows the US breakdown of Web video users by age. There is a

surprisingly small variation in the penetration of video use across the whole age

spectrum. There will be country differences in this age profile but there are no reasons

why Web video consumption will not become age-neutral in all geographies.
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The Challenges of Web Video for Organizations

Arguably,Web video is causing the most significant changes to the way websites are

designed and used than any other development since the Web’s creation. The

following guidelines are intended to assist organizations in adapting to this revolution:

l Web video is a reality, it is not going away! Organizations need to plan for its

use, in order to ensure consumers’ time is spent watching video associated with

their brands and marketing campaigns – not those of their competitors.

Web video should only be used for applications where it adds significant value

compared with other communications media. The temptation of treating video as

“eye candy” and indiscriminately sprinkling it around the website must be resisted.

The same quality standards must be applied to Web video as to any other

communications technique. The novelty value of Web video will only last a short

time and may already have passed. Poor quality video will then be ignored or will

annoy Web users.

Web video requires script-writing not copy-writing skills. In any 2-h feature film

script there are normally only about 8,000 words of dialog. That means that in a

2 min video you would have fewer than 150 spoken words.

Judging the effectiveness of Web video requires more than simple website

analytics because the video will be viewed from multiple sources, other than the

website. The video can be distributed as part of an e-mail campaign, pushed through

RSS feeds and viewed via YouTube and Sony’s eyeVio.

The ownership of the Web video’s intellectual property must be understood. As

YouTube is discovering, it is very difficult to stop people loading and displaying

video material they do not own. If a company’s Web video uses music and actors

then there might, almost certainly will, be copyright implications. The same applies

if the video is sourced from a marketplace site such as Mochila and Brightcove.

Web video adds an extra burden on organizations to ensure their content is legal.

How Is Web Video Likely To Develop?

Web video is undergoing a phase of rapid evolution that is creating new and

exciting opportunities. Unfortunately, most organizations are finding it difficult to

Table 20.5 Demographic

profile of US Internet users

who used Web video

Age range Percentage of age group who

have viewed online video

12–17 70

18–24 74

25–34 74

35–54 71

55þ 64

Source: ComScore Video Metrix April 2009
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respond to these new possibilities. The following are the developments that can be

expected during the coming year:

l Web video will become high definition (HD) video. Adobe’s latest version of

Flash Player and Intel new chips are both optimized for HD viewing. Japanese

users of eyeVio can already see the potential of high-grade video.

A new generation of websites is emerging that are primarily video-based, with

text as a supporting medium. The limitation of only using video within the “video

box” will disappear as it evolves to become the core of the website.

The mobile will be equally important, if not more so, as the device through

which people consume video. The hugely successful Smartphone mobile, in partic-

ular the Apple iPhone, provides an easy-to-use device to view video media.

2010 was probably the year when Web video reached the tipping point and

became a website necessity and not just an optional extra.

Summary and Conclusion

These conclusions are not specific to any country or region. The market leaders in

social networking, Facebook and MySpace, both originated in the USA but

have evolved to become global businesses with operations in Europe, Australasia

and Japan.

Social networking sites, dedicated to the 50-plus, first started in the USA but all

major countries now have their indigenous versions. Web video has followed the

same evolution path with the US-originated YouTube remaining the largest com-

pany but with look-alikes across the globe.

The power of Web 2.0 to expand the range of applications and functionality of

websites is as important to older audiences as to any other age group. Web 2.0

enables users to experience a richness of the content and sophistication of Web

applications far beyond the scope of those delivered by Web 1.0 technologies.

Unfortunately, there is a negative side that we are only just beginning to understand.

The same tools that enable these new applications can also create websites that are

harder and more complicated for older people to use.

Web video and social networking are currently perceived as separate applica-

tions but will evolve to become an integral part of the fabric of websites. Both

applications are intrinsically age-neutral. Web video will have the greatest impact

on the way websites are designed, because of its power to explain complex, visual

and emotive issues. The balance of content that is displayed in video format,

compared to text and imagery, will continually increase.

The people responsible for the construction and operations of these newWeb 2.0

sites, in particular Web designers, need to understand the way that physiological

aging changes the way older people interact with these applications. Unless this

occurs, the ability of Web 2.0 to enrich and simplify the older person’s Web

experience will have the opposite outcome. Just when the challenge of designing
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age neutral Web 2.0 websites is being understood, there is a new group of technol-

ogies for marketers and designers to master. HTML5 and Apps, like Web 2.0, have

the potential to deliver radically new age neutral functionality. Like Web 2.0,

however, these technologies have the associated risk of antagonising and alienating

older people.
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Chapter 21

The Business of Aging: Ten Successful Strategies

for a Diverse Market

Hiroyuki Murata

Abstract In Japan, in the last few years, an increasing number of enterprises have

been focusing on developing new products and services for older adults or for the

Baby Boomer generation. In most cases, these efforts failed. One of the reasons for

this is that their visions are too narrow. Many enterprises consider the older adult

market or the Boomer market as a single homogeneous iceberg. However, in a

modern economy, it is not sufficient to say that the Boomers represent a large part of

the market just by sheer numbers. The reason is that the nature of today’s market is

different from that of the past. This chapter gives readers the essence for correctly

viewing the Baby Boomer market or Senior market, and insights to success in

serving such markets in other countries.

Introduction

In Japan, in the last few years, an increasing number of enterprises have been

focusing on developing new products and services for older adults or for the Baby

Boomer generation. In most cases, these efforts failed. The reason why is that their

visions are too narrow [1]. Many enterprises consider the older adult market or the

Boomer generation as a single homogeneous iceberg. However, in a modern

economy, it is not enough to say that the Boomers represent a large part of the

market just by sheer numbers. The reason is that the nature of today’s market is

different from that of the past.

What are the key elements that affect the Boomers’ buying decisions today? The

answer will be different for each Boomer, but the following five types of changes

are the main influences on their decision making (Fig. 21.1):

1. Physical changes due to aging

2. Changes in each individual’s life stage

3. Changes in the life stage of their family

4. Changes in their tastes based on their generation

5. Changes in the time or fashion

F. Kohlbacher and C. Herstatt (eds.), The Silver Market Phenomenon,
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There are, of course, other influential elements. Even so, it is easy to see how

diversified the Boomers’ decision-making processes are just by focusing on these

five elements. Their actions as consumers will be as diverse as their decision-

making processes. This is because those who are in their late 50s – the so-called

“leading edge Boomers” – are more likely to be facing the five changes mentioned

above than any other age group.

The impact of each influence is not the same for everyone. The importance of

each factor will be different for each different product, service, or individual. The

Boomers are so diversified as consumers that you can call the Boomers’ market “an

aggregate of diverse micromarkets.” This is the most significant change in the

nature of the Japanese Boomers’ market since the time of high economic growth

after WWII.

The behaviors of the Boomers as consumers are even more diverse in the modern

day due to two additional factors (Fig. 21.2). The first factor is the maturity of the

economy. As our standard of living increases, goods or products become super-

abundant. This superabundance gives us more choices, and increases our expecta-

tions and demands. Then, product providers try to provide customers with more

2. Changes in each
individual’s life stage

1. Physical changes
due to aging

5. Change in the time
or fashion

3. Changes in the life
stage of their family

4. Changes in their tastes
based on their generation

Consuming
behavior

Fig. 21.1 Five key factors that influence the consuming behavior of the 50+

Diversity of
consuming behavior interactive

Maturity of the
Economy

First Reason

Information sensitivity
of the Market

Second
Reason

accelerating

Fig. 21.2 Two reasons why the consuming behavior of the 50+ will be diverse in the modern age
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products and increase our expectations even more. This interactive relation makes

consumer behavior more diversified.

The other factor that has changed the nature of the market today is the emergence

of the “information society.” In Japan, as of 2002, broadband Internet cost just

18 cents per 100 Kbps, which is the least expensive in the world, while the USA

with a cost of $2.86 per 100 Kbps was the most expensive among the developed

countries (Fig. 21.3).

Due to this low cost, more than 50% of the people in their 50s in Japan today are

users of the Internet. Also, more than 40% of the people in Japan in their 60s own a

cell phone (Fig. 21.4). As access to information increases, so does consumer choice

and consumer expectations. Thus, we are living in a time of economic maturity and

Exhibit 1-6 International Comparison of Broadband Charges (DSL Charges)
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of the information age market. These two phenomena are still progressing, and will

continue to diversify the Boomers market even more.

Now, what do you do to respond to these challenges? You need to widen your

vision towards the world of your target customers. You must have enough adapt-

ability for a diverse market. These are the keys to success.

To understand adaptability for a diverse market, it is useful for Japanese to look

at what’s going on in the US market. This is because the USA is a more diverse

country than Japan, and is expected to have more adaptability to the diversity. Some

advanced business examples in the USA may give us insights as well as inspiration,

since their market condition is very similar to ours. Although there are many

differences between the two countries, we can see the following common char-

acteristics in the modern economies of developed countries like the USA and Japan:

1. Demographic change due to aging of the population (Fig. 21.5)

2. Superabundance of goods

3. Shift from manufacturing industry to service industry

4. Increase of lifestyle-related diseases such as diabetes and obesity

5. Information technology becoming an everyday affair

6. Increase in free agents and changes in working style

Based on the above, we can see many similarities between the two countries. On

the other hand, there are many differences, of course. Although there are some

differences, both countries are becoming similar in terms of socio-economic

development. Therefore, if we have a wider vision and an open mind to other

countries, we can learn mutually and inspire creative strategies for the future.

The purpose of this chapter is to give readers the essence of how to perceive the

Baby Boomer market or Senior market, and insights into success in serving such

markets in your country. This chapter will show you the following ten strategies [2]:

l Strategy 1: Become a “Finder of FUDI.” New FUDI (feelings of uneasiness,

dissatisfaction, inconvenience) can be found with saturated markets.
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Fig. 21.5 Aging ratio (people 65þ to total population)
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l Strategy 2: Become a “Need-Focused Merchandiser.” The ways of service will

shift from selling products to solving problems.
l Strategy 3: Become a “Aging-Friendly Stylist.” The priority of the product will

shift from function-oriented to style-oriented.
l Strategy 4: Become a “Refuge Temple” at the customer’s home. The place for

providing services will shift from the shop to the customer’s home.
l Strategy 5: Become a “Private Concierge.” Use high-tech to enable mass

customization and maintain high quality.
l Strategy 6: Create a “Third Place” for retirees, a replacement for the workplace.

The number of retirees who have no places to go everyday will increase.
l Strategy 7: Arrange “Intellectual Camp Experiences” in your services.

Experience-learning will be more appealing for lifelong learning.
l Strategy 8: Become a “Knowledge Net Worker.” “Nanocorps,” own-sized mini-

companies will increase and need sales support.
l Strategy 9: Use “Intellectual Tie” as the appeal of the service. Intellectual

stimulation creates the chemical reaction and the attractiveness of a residential

community.
l Strategy 10: Focus on “Loose-Tie-Big-Family.” The border between individuals

and groups will become blurred.

The goal of this chapter is to provide information on how to start a new business

or improve existing business models. This chapter contains summaries of the ten

strategies for success in serving older adults in a diverse market.

The primary focus of this chapter is the Japanese market. However, I believe it is

useful for all readers in developed countries, even though it includes examples of

companies only in the USA and Japan. This is because those have achieved success

by implementing these strategies and can be transformed among the developed

countries.

Strategy 1: Become a “Finder of FUDI” (Feelings of Uneasiness,

Dissatisfaction, Inconvenience): New FUDI Can Be Found

With Saturated Markets

You may think that most markets today are saturated. Are you sure that it is true? It

is not, as a matter of fact. The fitness clubmarket is a good example. In the 1990s, the

growth of fitness clubs in the USA and Japan reached a plateau. Particularly in

Japan, the aging of the population and the decline in the birthrate made it necessary

for the fitness club industry to find a new market among older adults and/or the

Boomer generation. This effort brought a certain amount of success, but the overall

growth of newmembers seems to have reached a peak. Still, many traditional fitness

clubs missed out on countless potential customers among these target generations.

The women-only fitness company called “Curves” proved this fact. Since its

founding in Waco, Texas, in 1992, Curves has spread its franchises dramatically.
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Curves now has more than 10,000 franchises all over the world, and represents

nearly one-third of all fitness clubs. The average age of their members is 50, and

most of them have never joined a fitness club before. Not surprisingly, there were

millions of American women, particularly middle age or older women, who were

not at all attracted to conventional fitness clubs. They did not want to be exposed to

men when they were exercising to lose weight. They also did not like the imper-

sonal atmosphere of traditional fitness clubs that were filled with machines. And

they did not want to spend long periods of time “working out.”

Curves has been successful because they resolved all these concerns by offer-

ing a new service that is totally different from the conventional fitness clubs.

At Curves, women do not have to worry about men. The clubs are only for

women. Curves developed their original training machines, which are easy to

use for older women. And, they offer an exercise program that requires no more

than 30 min to complete.

One other innovation introduced by Curves is to allow its customers to work out

in a small group instead of exercising by themselves. Instead of having the exercise

machines facing the wall, as in a traditional fitness club, the machines at Curves are

arranged in a circle facing inwards, so the customers can see and interact with each

other as they workout. These innovative ideas have made Curves enormously

popular among women of many different ages.

This example shows that within any apparently saturated market, you can always

find countless customers who are dissatisfied with existing goods and services. To

identify their negative reactions (feelings of uneasiness, dissatisfaction, or inconve-

nience) is the first step. If you have ideas about how to satisfy these feelings, those

ideas might turn into a new successful business.

If you examine the products and services that have sold well to the older adult

market, you will find that many of them offer relief from some negative element in

the existing market. In Japan, a medical insurance product called “Hairemasu (You

Can Apply)” by Alico has been a big hit because it was the first life insurance that

anyone who is 50 or older can buy. It gives older adults relief from their feelings of

uneasiness about their financial security in the future when they get sick. Kao’s

cooking oil, “Kenko (Healthy) Econa,” is said to be good for your health because

the fat will not be stored in your body as much as with other oils. This product

became a big hit among those who feel uneasy about their health, especially those

who are worried about diabetes or hypertension.

The “Raku-Raku (easy-easy) Phone” by NTT DoCoMo, the biggest cell phone

carrier in Japan, is a hidden best-selling product for older adults who did not like to

use cell phones due to their small buttons and narrow displays. Raku-Raku Phone

solved the inconvenience of cell phones for the older generation by redesigning

their phones to be “aging-friendly.”

In addition, Curves Japan was established in 2005 due to advocacy by the author.

Curves Japan has opened over 640 stores nationwide in Japan during only the past

two and half years. This means unbelievable success, and is clear evidence that my

strategy is proven.
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Strategy 2: Become a “Need-Focused Merchandiser”: The Ways

of Service Will Shift from Selling Products to Solving Problems

Consumers today have too many choices. Many older adults don’t know how to

make the best choices when they want to resolve their dissatisfaction. For example,

where do you go when you have back pain problems?

“Relax the Back” is a US specialty store that is a one-stop solution for such

people. Here is their core concept: provide customers with the means to avoid back

and neck pain. If you walk into one of their stores, you will find beds, pillows, office

chairs, and other products that are all designed to support or comfort your back.

Their selection of products is based on the customers’ needs and not on conven-

tional product lines. This is the most remarkable characteristic of this store. You can

call it a “theme store” designed for people with back problems. A back pain

counselor is always available for consultation in their stores. You can also try

their chairs or beds to see how they feel.

The stores are not trying to sell products. They are selling “the real experience of

back pain relief” through using their products. And yet, they offer even more. They

give out information on clinics or massage therapists with good reputations. If

necessary, they will even give you information on products that they are not selling

in their store. With their knowledge and advice, they have established their position

as the back pain experts for their customers.

In Japan, The Hankyu Department Store in Umeda, Osaka opened a new relaxa-

tion and beauty zone for women called “Refre-Pit Ainee” in July, 2002. This is an

area where you can find five different beauty treatments (massage, foot care etc),

beauty salons, a make-up studio, a café, etc., which are all the name brands in each

field. This place is extremely popular with women as a “one-stop-shop” for those

who want to be pretty. All of the shops here provide services, not products.

One more characteristic is that their services are not selected by the “product-

focus” (like women’s clothing or men’s clothing), but by the customer’s “need-

focus” (like wanting to be pretty or ecology-conscious). These examples show the

increasing value of providing services based on the customers’ needs around a

single theme. The customers’ needs are the basic focus, not the products.

Strategy 3: Become a “Aging-Friendly Stylist”: The Priority

of the Product Will Shift from Function-Oriented

to Style-Oriented

As we get older, we may gradually lose our physical abilities, but we never lose our

fashion sense. However, most clothing and other products designed for older adults

is usually unfashionable and offers only a narrow selection. From now on, products

for older consumers must have an elegant style to compensate for the inconvenience

that is caused by the decline of physical abilities due to age. Products must evolve

from the function-oriented to the style-oriented. However, when we talk about
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“a real style,” we are not just talking about the superficial style such as the quality of

materials or design. A product with a real style must have taken the users, older

adults in this case, into consideration.

A good example of this strategy is an online store called “Gold Violin.” Their

walking stick does not look like something that people with a walking problem hold

on to. It is designed as if it were a part of a woman’s fashionable accessories, just

like her shoes or her handbag. Another example of a product with a strong positive

appeal is “Elderhostel,” which provides learning adventures for people who are 55

and over. This age limit is not discrimination. It is a positive message that older

people still have lots to learn through traveling filled with outdoor adventures.

In Japan, Wacoal, a women’s underwear manufacturer, created two new brands,

“La Vie Aisee” for women in their 40s or older and “Gra-P” for women in their 60s

or older. “La Vie Aisee,” is a line of fashionable underwear that is intended to be

comfortable for women whose skin gets sensitive because of menopause. “Gra-P”

offers a line of nicely designed underwear, with beautiful lace and other trimmings,

where the material is carefully chosen so that it is elastic and comfortable for older

women’s shoulders and other parts of their bodies.

The product/service provider for older generations should be a smart “aging

stylist” who can provide an elegant way to overcome the inconveniences of aging.

Professional skill in merchandising is required, so that older adults can feel respect

and consideration for their needs. If you study the products and services for older

adults that have been successful in responding to their physical or psychological

needs, you will feel the affection that merchandising people have for older adults. In

other words, those who just try to sell products to older adults without feeling

affection for them will not be successful. Never treat older people merely as con-

sumers with lots of time and money and ignore their particular needs and interests.

The real wisdom of selling to older adults comes from having feelings of true

affection, respect, and gratitude toward them. You’d better not try to tamper or use a

trick. You just have to select what’s best for your own parents or grandparents. The

key is to make them happy.

Strategy 4: Become a “Refuge Temple” at the Customer’s Home:

The Place for Providing Services Will Shift from the Shop

to the Customers’ Home

“Husband for rent” is a new business that is popular in Moscow now. In a city with a

high divorce rate, many women are living by themselves. The rented husbands do

all kinds of manual labor such as furniture repair and so on for these single women.

In the USA, a similar service is offered by “Mr. Handyman.” They do all kinds of

odd jobs, mostly for older adults who are living by themselves. Their services

include anything from carpentry to the cleaning of gutters. Other enterprises offered

similar services before Mr. Handyman. But, most of them were small and frag-

mented businesses, and the quality of their services was often unreliable.
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Mr. Handyman attempts to provide reliable, high-quality services as profes-

sionals. Specifically, they standardized their service menu, defining the content and

the quality of each type of job with a clear price. They also equip their vans with the

necessary tools and materials. Their staff visits their customers one by one, gaining

their customers’ trust through communication. With these efforts, they transformed

this highly fragmented labor-intensive business into a new systematic service

product that offers specific professional skills.

Although “Do It Yourself” is rooted in the American culture, many people give

up such work as they get older. What they need then is not the “DIY shop” but the

“DIY procurator service.” In Japan, a new personal computer trouble-shooting

service (Yokogawa Q&A) is becoming popular among older adults.

Now that broadband Internet service is available at low cost, an increasing

number of older adults are using computers. However, they are not well-trained

and have little understanding of the technologies, while new computer viruses and

other problems keep appearing. As a result, the demand for a face-to-face computer

support service is increasing.

Once you have gained the trust of your customers in this kind of business, you

can get the advantage of calling on them frequently. It would be ideal to establish a

stable relationship with the customers. Whenever they have a problem, you should

be the “first person” that they wish to consult. In Japan, we call the function of this

first person “Refuge Temple.” The original meaning of the word is that the temple

was the place that accepted refugees in olden days.

You should be the first “Refuge Temple” to be at their service. Since older adults

with physical decline tend to stay at home, “Refuge Temple” must visit a custo-

mer’s home. It is a good sign when the customers start to tell you about other

problems, including problems that are not directly related to your business. This can

increase your business opportunity.

Strategy 5: Become a “Private Concierge”: Use High-Tech

to Enable “Mass Customization” and Maintain High Quality

Many older adults wish to live independently in their own homes as long as

possible. Even so, they often feel uneasy in their everyday life. Beacon Hill Village

is a membership organization that offers essential services for older people living in

this historic area of Boston, Massachusetts. They have been successful in under-

standing and meeting their customers’ needs.

Beacon Hill is an eighteenth century upscale residential neighborhood near

downtown Boston. About 14% of the area’s 9,000 residents are 60 years old or

older. Most of them do not wish to move out of this area even when they get quite

old. “Village Concierge” is a popular service provided by Beacon Hill Village.

A member can just call in and request services such as grocery shopping, transpor-

tation, cleaning, and other daily in-home services.
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As the society is aging, the demand for concierge services will increase. Many

older adults need services exclusively for them. However, it generally costs a lot to

provide such time- and labor-intensive services. “Les Concierges” is a good example

of how a business solves this cost problem. This San Francisco-based company

provides individuals with the same kind of “concierge services” that high-class

hotels offer their guests, such as access to hard-to-get tickets, restaurant reservations,

etc. Their customers were initially limited to wealthy people, since the membership

fee for these services cost a minimum of $3,540. In 1990, Les Concierges introduced

a new business model. The company contracts with an employer and serves as a

“private concierge” for its employees. The employer pays for the services that their

employees receive. The services they provide vary from supporting an employee

when a parent gets sick suddenly to arranging a family trip.

The structure of this business is similar to what we have in Japan, where an agent

arranges reservations and other things for a company’s employees to use the

facilities and services that their company offers. The biggest difference, however,

is that the “private concierge” offers truly customized services for each employee.

How can they do this? The combination of their highly trained professional staff

and their own IT system makes it possible. They have built an IT system that can

identify the possible needs of each customer based on all of their past service

records. Thanks to this database of personal information, the staff of Les Concierges

can communicate efficiently with each of the five million customers registered with

them today.

In Japan, Suruga Bank claimed to be a “concierge bank,” meaning that they will

be the concierge for their customers by providing all kinds of financial services as

well as support for their customers’ everyday life. Specifically, they provide a

service called “web concierge.” Customers who have an account with them can

see their account balance, the sum of their credit card payments, the balance of their

loan, the sum of direct debits – all on one screen. And, you can make an inquiry by

e-mail if necessary. While services such as this do offer confidence to the bank’s

customers, the bank will have to do more if it is to fully deliver its promise to

provide true concierge-type services.

The combination of quality staff and the IT system has made it possible for service

providers to turn a small-scale human-oriented “private concierge” business into a

large-scale, highly profitable high-tech business. They have also succeeded in enlarg-

ing their market by popularizing the services that used to be limited to wealthy people.

Strategy 6: Create a “Third Place” for Retirees, a Replacement

for the Workplace: The Number of Retirees Who Have No Places

To Go Everyday Will Increase

Many older adults today do not consider themselves as “elderly people.” As a

result there are fewer people going to the so-called “elderly clubs” or “senior

centers” both in Japan and the USA. Older adults do not like the elderly image

of these places. On the other hand, many older adults who are retired do want
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to remain connected to society and are looking for a replacement for their

workplace.

“Starbucks Coffee” became a big success with the concept of a “third place,”

which means neither home (the first place) nor workplace (the second place).

“Mather Café Plus” in Chicago is a new type of café that is popular among this

new type of older adults. “Mather Café Plus” is called the Starbucks for seniors.

What are the reasons for their success? They don’t give you the impression that it

is a place for “elderly people.” At the same time, they offer many different

programs and ideas to respond to the varied needs of older adults.

If you go in to a Mather Café Plus, you will find that they serve good quality

drinks/foods at such reasonable prices that you can drop by regularly. The atmo-

sphere of the café is rather stylish, not like a tacky elderly club at all. In a room next

to the restaurant, they offer more than 40 different programs such as computer

lessons and exercise classes where you can make new friends. Their staff looks after

you with great hospitality, too. Even if you go there by yourself, they will talk with

you or introduce you to other guests.

The remarkable point here is that they are not making money merely as a café for

older adults. Their success comes from the structure that they have built. They offer

a place for older adults to get together and meet other people. And then, their

customers use many of the different activities that the cafe offers. Mather Café Plus

offers other services as well. For example, they take suggestions from their guests

for their menu. They also offer a free telephone counseling service that provides

information of all sorts; they can recommend a handyman service or provide

information about the cost of an in-house caregiver. This telephone service plays

an important role in their business because the information from their customers

helps them to understand the potential needs of older adults. And, this helps them

improve the quality of their services for their customers.

In Japan, a Japanese-style public spa called “Super Sento (public bath)” is now a

popular leisure spot in many cities in Japan. It is especially popular among older

adults. For a fee of around ¥600 (US$5.75), you can enjoy about ten different types

of baths (jet bath, herb bath, hot spring, outdoor stone bath, sauna, etc.). Outside the

baths, there are other spaces such as a restaurant, a massage center, a barbershop, a

Korean body scrubbing place etc. Super Sento has established a good business

model of making profits from services other than the baths. Many older adults spend

their time during the weekdays in this kind of spa, helping to increase the utilization

rate of these places.

Strategy 7: Arrange “Intellectual Camp Experiences” in Your

Services: “Experience-Learning” Will Be More Appealing

for Lifelong Learning

Many older adults today are looking for an opportunity to enjoy learning something.

Simple recreation is not enough. In today’s service industry society, people seem to

have more desk work than ever before. We have fewer and fewer opportunities to
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learn something interactively or experientially. As a result, education today is

largely passive and learning tends to be a one-way process. If you can combine

intellectual experiences with leisure services like traveling, you can offer exciting

learning experiences that are differentiated from the usual leisure service providers.

For example, “Elderhostel” provides learning adventures to older Americans.

Their program consists of not only the lectures in the classrooms, but also real

experiences outside. Their programs are based on themes that stimulate the intel-

lectual interests of older adults. For each group, Elderhostel provides a leader who

will contribute in creating a friendly atmosphere, along with an opportunity to meet

with people of similar interests. This is how they maintain the high rate of repeaters.

Another good example is “Senior Summer School.” Those who would like to

experience today’s campus life can stay on a college or university campus for a

couple of weeks. They can enjoy not only attending lectures but also exploring the

area and making friends with other participants with similar interests. This program

attracts many older adults who are tired of the typical sightseeing tours.

In Japan, there are now travel services like “Club Tourism” by Club Tourism

Company or “Otona-no-Kyujitsu (Holidays for Adults)” by East Japan Railway

Company that include opportunities for the participants to learn something through

real outdoor experiences during their trips.

The participants are usually involved with the planning of the trip. The travel

agency arranges their plan and sells the trips. The customers can experience what

they want. This system works well for both parties. Any type of “intellectual camp

experience” for older adults must have the following elements:

1. An opportunity to meet other people with similar interests

2. An opportunity to learn through real experiences along with lectures

3. A specialized topic with professional or academic content

4. A leader who is an expert on the topic and who will create a friendly atmosphere

5. A system that allows customers to plan their own programs

6. Activities that are not a physical burden for older adults

7. A reasonable price so that older adults can participate repeatedly

Another key to the success of this kind of program is that all the participants have

similar levels of interests in the topic. It is important to give detailed information

beforehand and explain about the program as much as possible to enable the

participants to choose the right program for themselves.

Strategy 8: Become a “Knowledge Net Worker”: “Nanocorps,”

Own-Sized Mini-Companies Will Increase and Need Sales

Support

“Happy Retirement” used to be an ideal course of life, living the last stage of your

life enjoying leisure on your savings. But times have changed. There are more

people who wish to work even after their retirement [3]. In reality, it is often hard
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for a retired person to find a job. Instead, an increasing number of older adults/the

Boomer generation are starting a “nanocorp” to earn an income by doing what they

really want to do. A nanocorp is a small corporation usually with only one or two

persons who are owners. In most cases they don’t have sales people like more

traditional corporations. So a new type of service has emerged to support the sales

activities of nanocorps.

“Le Tip” is a membership business club where the members act as sales persons

for one another. Almost all of the members are either individual “free agents” or

owners of small businesses. In a weekly meeting, the members report their recent

news, ask questions, exchange information, and make commitments to provide

other members with access to clients. The club has strict rules to ensure that their

activities are working effectively for their members’ businesses. A strong spirit of

mutual aid is consistently cultivated among the members.

Another outstanding example of a valuable support service for nanocorps is

“High Tech Connect,” a human resource agent that provides businesses that need

outside help with access to a network of more than 1,500 independent consultants or

nanocorps to meet their specific needs.

The trend of utilizing the manpower of the retired is getting bigger in Japan. There

must be many people in Japan who wish to start a nanocorp. But, they are usually lack

the ability to sell their services and need help to do this. The key to successfully

supporting their sales activities is to have extensive knowledge about the background

of the nanocorp owners so that agents can connect the people who need sales support

with the people who look for solutions. I call this new type of function “Knowledge

Net Worker.” A Knowledge Net Worker must have the following conditions:

1. Deep background knowledge about the “people” who use the services

2. Extensive ability to identify qualities, trust, and coordination

3. Well-structured operation rules and clear benefits to users

4. A system in which each user can use each sales network mutually

One possible source for Knowledge Net Workers will be retired business

executives. In Japan, a Japanese company called “Direct Force” helps nanocorps

as an agent. Direct Force consists of retired executives from large corporations.

Members of Direct Force work as consultants for a small business or as instructors

at a university, etc. These retired people do not have to work to make a living, but

they enjoy working in society, utilizing their ability and experiences.

Strategy 9: Use “Intellectual Tie” as the Appeal of the Service:

Intellectual Stimulation Creates the Chemical Reaction and the

Attractiveness of a Residential Community

Life expectancy is getting longer and our standard of living is getting higher. There

are also much older adults than before who want to have intellectual stimulation after

retirement. On the other hand, competition is getting more intense these days both in
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the senior housing market and in colleges/universities. If a college/university and a

residential community for older adults can cooperate, they could provide a new type

of experience that will appeal to older adults. We can expect to see an increase in

intellectually connected retirement communities in the near future. Intellectual ties

will play a more important role than family, geographical, or career connections.

Lasell Village is a college-linked residential community for older adults in

Newton, Massachusetts. The Village, which is located on the campus of Lasell

College, has a built-in educational component. Cooperation between the college

and the community make it possible for the residents to study at the college. The

older residents are allowed to use all the facilities of the college like the regular

students and the faculty. The community also offers many chances for the older

adults to study with young students of the college.

Learning is the best intellectual recreation. If you place it in the center of your

living environment, you will have a number of advantages. As soon as Lasell

Village opened, all 210 rooms were filled, with more than 110 people on the waiting

list. The residents of Lasell Village are 83 years old on average. Very few of them

are bedridden. Everyone is enjoying the life there, while the young students of the

college appreciate having access to their advice and experience. There are still more

people who would like to live in the village based on its reputation.

In Japan, the first implementation of the college-linked community was conducted

in July, 2008 by the author’s initiative. “Club EncourageMikage,” located inMikage,

an upscale residential area in Kobe, is operated through the partnership with Kansai

University, one of the major private universities in Japan. It is 30 min away from the

university campus. The facility provides 218 independent living units as well as 60

nursing care rooms. Every day the independent seniors are ferried by shuttle bus to

school where they attend lessons on history, philosophy, andmusic alongside younger

university students. By interacting with the students, the elderly are exposed to stimuli

that will keep their minds active. I believe this project is one of the many creative

solutions being designed in Japan to cope with its rapidly graying population.

As Confucius said, to learn and to practice is a joy of life. Using an intellectual

tie is a key to differentiate a residential community for older adults. The following

are the vital factors for this kind of housing product:

1. Allow residents to attend classes in cooperation with a college

2. Give residents the same access to college facilities as the students or the faculty

3. Offer as many opportunities as possible for the residents to meet with young

students

Strategy 10: Focus on “Loose-Tie-Big-Family”: The Border

Between Individuals and Groups Will Become Blurred

As you get older, your biggest worry is often the safety of living independently by

yourself. Many of those without children choose to live in a full-service Continuing

Care Retirement Community (CCRC). But, many of those who have children
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choose to move near to them. In large cities, these days we see more and more

examples of a new model of “loose-tie-big-family,” Older parents and their chil-

dren’s families live separately but in the same neighborhood. They get together

often and go out as a big family of three generations.

Another type of “big family” is emerging as the population ages. In retirement

communities, many older adults who are in similar situations live together, support-

ing each other like a loosely connected big family. For example, in a CCRC in New

Hampshire called “Kendal at Hanover,” the residents have set up a nonprofit

organization to participate in the planning and operation of the CCRC. They

shape the structure of the community and the social, cultural, and intellectual life

there. They determine all the management rules, how the residents get involved,

how to cooperate with the local town, and all the other policies of management that

are written down in a document.

One of the Japanese examples of a “loose-tie-big-family” is “Life House

Tomodachi-Mura (Life House Friends Village)” in Nakaizu-cho, Shizuoka prefec-

ture. Almost all the residents there are women who had been living by themselves.

Most of them are in their 60s, all capable of living independently. The difference

between this house and the usual apartment is that there are many spaces and

facilities for common use. Here, you can live independently, respecting one

another’s privacy, while also enjoying other people’s company through different

activities. You will not feel the solitude or uneasiness of living by yourself, even

when you get really old.

A similar example can be found in several other cities, such as “Denen

Seikatsu-kan (Country Life Residence)” in Katsuura-cho, Chiba prefecture,

“Co-operative House Shalom Tsukimino” in Yamato city, Kanagawa prefecture

and a collective house for multigenerations called “Ashiya 17�C” in Ashiya city,

Hyogo prefecture.

How can we maintain stable and friendly relationships in this new type of loose-

tie big family? The key factor is whether the management can mix the individuals

smoothly in a group. The management needs to do the following:

1. Establish rules to support a loosely connected big family

2. Build a system that enables each member to be involved in a loosely connected

big family but also to have their privacy preserved

3. Coordinate the relationship between the local town and the loosely connected

big family

Many people choose to live in a group to avoid the solitude of living by

themselves. However, living with other people will bring its own problems and

annoyances that you don’t have when living by yourself. The ideal is to live with

other people, respecting one another, being independent as an individual, and

supporting one another whenever it’s necessary. The mixing function of the indi-

viduals in a group will make it possible. In a loosely connected big family, each

member will have an opportunity to learn from one another.
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Summary and Conclusion

Many enterprises tend to look the older adult market or the Boomer market as a

single homogeneous iceberg, due to the large numbers of population compared to

other generations. In contrast, this chapter indicates that the nature of the Boomer or

seniors market is “an aggregate of diverse micromarkets,” which is different from

those of the past. This chapter also describes what will form each diverse micro-

market and what is necessary to adapt such diverse micromarkets by referencing

advanced business examples in the USA and Japan.

Strategies 1–5 give you thoughts on adapting to the diverse consumer behaviors.

Strategies 6–8 give you thoughts on adapting to the diverse ways of consuming

time. Strategies 9 and 10 give you thoughts on adapting to the diverse ways of

living.

Some readers may ask the following question: the ten strategies you offer are

very interesting; however, sometimes we ask ourselves why should these be only

specific to the elderly market? Wouldn’t they work well with other age groups, too?

Would it be possible to say that age-neutral or transgenerational approaches are

best?

My answer to the question is “partly yes, partly no.” If you say “age-neutral” or

“ageless” market, it is too simplified. As I explained in the Introduction, our

consuming behavior is very complicated. Age is one of the most important factors

to consider; however, age does not always give us the whole information.

For example, in case of customers who joined Curves, the average age is around 50.

But this does not mean women automatically come to Curves at age 50. Those who

come to Curves are women who don’t like traditional fitness clubs but want to

reduce their weight, without men and saving time. What forms each diverse

micromarket is “value,” not age.
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Chapter 22

The Age-Neutral Customer Journey

Removing the Barriers Between Brands and Silver

Customers

Kim Walker

Abstract Nobody wants to feel old as a result of choosing or using a particular

product or service. For this reason, age-based products and positionings will have

limited appeal for mature consumers, particularly the aging baby boomer genera-

tion. These marketing-wise, life-experienced consumers will expect any purchase

experience to be age-neutral. This will require just about every consumer business

to make subtle or even radical changes to their product-development, marketing

and after-sales approach. Changes that accommodate the relentless effects of

physiological aging.

This chapter demonstrates why and how businesses and brands should become

age-neutral. Using three distinct case studies, we introduce SilverAudit™, a unique

process that measures and monitors age neutrality by applying 150 “experiences” of

the customer journey against 15 identified “effects” of aging.

By making products, services and the entire customer experience “age-neutral”

businesses can understand, measure, and ultimately remove the barriers between

their products and services and mature customers, thereby unlocking the vast

spending power of the “senior” markets.

Introduction

Perhaps the most common question in the mind of a corporate executive consider-

ing the impact of an aging consumer on their business is “where do I begin?”

Sometimes they jump to erroneous conclusions about the need for dramatic changes

or new product development, when in fact there’s a simple, easy first step; that is,

to understand how “age-friendly” the customer experience is, and what barriers

may exist along the journey. This requires a systematic approach that tracks the

journey relative to the physiological effects of age.

Through a rigorous method we can identify and remove barriers and spot

opportunities for improvement. Covered extensively in his book, The 50-Plus

Market [1], Dick Stroud [2] argues convincingly that the future is “age-neutral,”

F. Kohlbacher and C. Herstatt (eds.), The Silver Market Phenomenon,
DOI 10.1007/978-3-642-14338-0_22, # Springer-Verlag Berlin Heidelberg 2011
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a concept he defines as “the practice of marketing theory minus the assumptions,

hunches, stereotypes, pseudoscience and mysticism associated with aging and the

age of consumers.” The imperative for marketers to retain the swelling army of

older customers while at the same time recruiting new users to brand usage means

that they must reengineer their products, services and communications to remain

accessible and relevant to all. That’s why age-neutrality will become a marketing

mandatory, and the reason why we created the SilverAudit™ [3] to help clients

identify, measure and monitor it.

The Options for Business

“There is nothing more frightful than ignorance in action”. Goethe

The evidence of demographic aging is so overwhelming, and covered in detail

throughout this book, that “business as usual” is not an option for smart companies.

In accepting this reality, the marketer is really left with only two options for action:

1. Develop new products and services to meet the needs of an older customer or

2. Adapt existing products and services to meet the changing needs of an older

customer

Option 1. Develop New Products and Services To Meet
the Needs of an Older Customer

No doubt this is an area of opportunity and where most minds immediately go when

the subject of the silver market is raised. Retirement housing, assistive devices,

special nutritional needs and the like will all provide opportunities for new products

and services. But one must remember that limiting the business potential of the

aging population to products for old people is like thinking only about baby diapers,

toys and baby paraphernalia for all people under 30 years of age!

Another issue is that R&D costs and return on capital-employed considerations

will often slow down the corporate decision process to venture into this market.

Option 2. Adapt Existing Products and Services To Meet
the Changing Needs of an Older Customer

As will be explained shortly, most 50+ consumers don’t want products that identify

them by age. These consumers still eat, travel, entertain, educate and “grow,” so the

key is to understand what must be done to keep products and services relevant to
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consumers as they age. Understanding these needs and integrating them seamlessly

into the offering is the basic definition of age-neutrality and will become an

imperative for almost every consumer business.

In summary, while Option 1 is viable and important, Option 2 provides the

greatest opportunities for companies and consumers alike.

The Principles of an Age-Neutral Business

The principles of age-neutrality govern (1) the product development and design:

Universal design (covered in detail in chapter 8), (2) consideration of marketing:

Ageless marketing, (3) sales and service: Ageless sales and support, and (4)

communication with the customer: Inclusive communications. These are defined

in Table 22.1.

While each is a vital component of the overall goal, we must be careful not to

narrow our thinking and miss the forest for the trees.

An old ad-land expression goes; “Advertising is the fastest way to kill a bad
product.” In other words, if your product is unsuitable or uncompetitive, advertising

and the resulting customer experience will magnify these weaknesses and kill the

product. Similarly, a great product, well-marketed but with weak communications

is destined to fail. For this reason, as we look at age-neutrality of business, we must

not only look into the disciplines of product, marketing and communications, but

most importantly we should take a holistic view across the entire consumer journey

from product awareness through to postsale support.

Aging Consumers – Psychology þ Physiology

Most older consumers have a split personality. One part of them doesn’t want to be

treated or considered as old, but another part wants companies to ensure that their

products and services are equally useable by older people. This is the central

challenge for marketers. Essentially, it’s denial.

Table 22.1 The imperatives of age-neutrality

Universal design Ageless marketing Ageless sales and

support

Inclusive

communications

Products and

services designed to

accommodate the

practical and

emotional needs of

young and old

without an overt

reference to either

Covers all aspects

of marketing (i.e.,

packaging, point of

sale, Web design etc)

Sales and service

process, products and

packages that make the

buying process easier

Ensure that older

consumers are not

alienated by messages

that are unnecessarily

skewed old, young or

ignored by media

selection

Silver Group
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European studies found that, on average, people over 50 think of themselves as

13 years younger than their real age [4]. In a SilverPoll [5] survey across key Asia

Pacific markets in 2009, when asked: “how do you think and feel relative to your

actual age” most said they felt younger than their real age. Top of the list were

Japanese among whom more than 55% of people over 50 claim to feel 5–10 years

younger than their age. This was followed by the Australians at 46% (Fig. 22.1).

Basically, most people tend to deny the effects of physiological aging until they can

no longer be disguised.

Because of this, marketers need to apply the principles of universal design in a

way that does not signal that the brand user is “old.” OXO [6] is an interesting case.

Initially producing a range of kitchen utensils designed for arthritic hands, they now

make a vast range of products with the same, easy-to-use principles in mind. Adults

of all ages use them because they’re functional and they look cool too!

The “new” 50+ consumers are working longer and are more mentally and

physically active than previous generations of the same age and will respond

positively to products and services that make them think, look or feel younger.

But while attitudes may remain young “forever,” our physiological aging is

unavoidable and does not discriminate between social groups. Whether it’s the need

for reading glasses (most common and annoying according to our research) [5], an

old soccer injury starting to “play-up,” forgetfulness, difficulty in hearing or simple

lethargy, we all experience these effects to varying degrees, sooner or later.

Recent research from the USA suggests that the human body begins to age from

as young as 27 years [7], so deny aging as we might, the unavoidable reality is that

above the age of 45, everyone experiences some of the physical, cognitive or

sensory effects of aging, and that as we grow older the incidence and intensity of

these issues is likely to increase.

20%

0%
Australia China India Japan

Feel 5~10 years younger than actual age

Singapore HK

40%

60%

Fig. 22.1 Self-perception of age in Asia Pacific. SilverPoll of 170,000 respondents 50+. January

2009
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So how can companies meet the needs of older consumers without making them

“feel” older? They must reformulate their entire customer experience with an

understanding of these physiological changes but make it appear as part of their

normal offering – make the experience age-neutral, not age-defining.

Understanding these effects of aging and measuring the entire customer journey

against them is the fundamental starting point to creating an age-neutral experience,

and the key to remaining relevant (and in some cases unlocking the huge potential

of) to the 50þ market, while remaining completely relevant and appealing to

younger market segments.

The Customer Journey

To measure age-neutrality we must have a comprehensive understanding of two

key influences; the customer journey (experiences) and the physiological effects of

aging (effects) with an overall understanding of the psychology of aging. But where

in the purchase cycle should we begin measuring these “experiences?”

For clues we should look at data from market research company Synovate [8] in

Table 22.2. This quantifies what we instinctively know. Consumers make purchase

decisions based on a multitude of influences, which affect them to different degrees

at different stages of the journey. For example, “company-driven marketing”

(39%), including all forms of paid advertising and promotion, and “past experi-

ence” (28%) have the greatest influence over consumers at the initial consideration

stage. Word-of-mouth/online research (37%) and other subtle endorsements

become influential during the “active evaluation” phase. While at the point of

purchase, the store/agent/dealer interaction is critical (43%).

Table 22.2 The most influential touch points by stage of consumer decision journey, for compe-

titors and new customers. Percentage of effectiveness

The

customers

past

experience

Company-

driven

marketing

Advertising

and promotions

Consumer-

driven

marketing

Word of mouth,

personal

research

The experience with

the store or agent

Awareness of the

product

28 39 21 12

Actively consider

purchasing the

product

10 26 37 26

Purchase 5 22 31 43

Synovate PAX. Based on research conducted on German, Japanese, and US consumers across

major consumer categories
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What this means to us is that for a thorough assessment of the customer journey

for any consumer, we must involve the touch points through the entire cycle of

purchase.

In many cases, manufacturers will not be the retailers of their own products and

while one may argue that this should be omitted from the assessment, to do so

would be to fall into the trap of viewing the customer experience through corporate

eyes rather than those of the consumer who may neither know nor care about the

delineations of responsibility between manufacture, retail and after-sales service. If

the audit provokes discussion between the respective corporate entities with the

result that the customer experience is made more “age-neutral” surely this would be

a positive outcome?

We have isolated the experiences or influences throughout the customer journey

as shown in Table 22.3. Different products and services follow different paths to

and beyond purchase however most will encounter a selection from these elements

somewhere during the journey.

We also need to look holistically at the entire customer experience from initial

awareness (word-of-mouth, marketing communications) through the phase of

investigation (increasingly on-line via search engines and websites), then the

journey to the physical store or a visit to the online store. Once purchased, it’s

getting the product “home” and using it. Finally, we need to consider after-sales:

contacting the supplier to report an issue or make an enquiry. Each of these stages

influences the customers’ view of the brand or company.

The Effects of Aging

Until now, this assessment process could be applied irrespective of age. To some

degree or other, we all follow a similar path in our journey through the consumption

cycle. But what we need to do is filter this through the inevitable physiological

effects of aging.

Table 22.3 “Experiences” throughout the customer journey™

Communications Online Product Retail Phone sales/support

Advertising Search Design Access Sales

Creative Help Instructions Ambience After sales

Media Website Package Amenities Delivery

Direct mail Shopping Information Cleanliness Feedback and complaints

Events Use Comfort

Sponsorships Opening Signage

PR Operating Lighting

Collateral Closing Point of sale

Pricing Check-out

Warranty Product location

Sales staff

Temperature

SilverAudit™: Silver Group and Dick Stroud
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As they apply to the customer journey, SilverAudit™ identifies 15 effects of

aging, shown in Table 22.4 and grouped under the headings of cognitive, physical

and sensory effects.

Measuring and Monitoring Age-Neutrality

Most companies will evaluate the interplay of some of the physiological effects of
aging with some of the ways they interact with the customer. It is very rare to find

companies that systematically and regularly evaluate all points of the customer’s

journey for all types of physiological aging. This is mainly because there has been a

lack of process to ensure this occurs. Yet conducting a detailed audit of the journey

in this way will not only identify the areas where urgent action is needed, it will help

establish benchmarks and best practices that companies can apply across their

operations.

Helping business understand and remove potential barriers to the 50þ market is

an issue for companies that apply equally in Asia Pacific, Europe and the US.

SilverAudit™ [3] has been developed by Silver Group [9], in collaboration with

Dick Stroud [2]. The process uses an online tool to measure age-neutrality. It is

capable of scoring the 150 experience touch-points against the 15 physiological

effects of aging.

While not all experiences or effects will be relevant to all companies, it is

theoretically necessary to measure 2,250 data points to provide a comprehensive

view of a company’s age-neutrality. The first task is to select the relevant

Table 22.4 15 effects of physiological aging™

Cognitive Physical Sensory

Issues that affect our

ability to deal with

information:

Cosmetic as well as skeletal changes that

affect how we look and how we move:

The decline in

sensitivity of our five

senses:

Complexity Dexterity Eyesight

Comprehension Digestion Clarity

Flexibility Illumination

Body Hearing

Peripheral Filtering

Hair Volume

Color Smell

Volume Taste

Menopause Touch

Skin

Pigmentation

Resilience

Strength

Weight and Size

SilverAudit™: Silver Group and Dick Stroud
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combination of effect and experiences to ensure that the appropriate parameters are

assessed and irrelevant ones removed. This is the “briefing phase” of the process

and is followed by the “assessment phase” where we try to emulate the customer

experience as closely as possible using a 5-point scoring system where 1 ¼
unacceptable and 5 ¼ perfect. We enter the scores into the online system together

with comments and explanations where necessary (usually accompanied by pic-

tures in the final report). Finally, we perform the “analysis and reporting phase” to

examine the input data, assemble available reference to illustrate the issues then

develop this into a concise, prioritized report of actions and recommendations.

Case Studies

The best way to understand the interaction between physiological aging and the

customer journey is to look at three very different mini-case studies. We will assess

the age-neutrality of a hotel, a home wireless phone and a simple toothbrush

purchase experience.

In each instance, the audit begins with a search of the web and, in the case of the

hotel, a call to the reservation office. Throughout the journey we remain critically

mindful of the 15 effects so that each can be “scored” later when logged into the

online tool. Scoring is done against a battery of questions prompting the particular

issue. The 1–5 score is then recorded. Products or services that achieve an overall

average index of 3.5 or more are considered to have achieved an acceptable level of

age-neutrality, while a sustainable index of 4 should be the goal for businesses.

Because of client confidentiality we can’t reveal the identity of the companies

involved but we can use the output to show how the audit of physiological aging

and customer touch-points provides a detailed analysis of what companies need to

do to make themselves age-neutral.

Case 1: Hotel

A major hotel chain wanted to understand how better to connect with the lucrative

older customers. Fig. 22.2 shows the SilverAudit™ output for the hotel website.

Some of the key observations reflected in the scoring were:

l The website had just too many offers competing for the viewer’s attention. This

was distracting and made the page appear overly complex. Because of the

clutter, hotlinks were too close together and could lead to mis-clicks among

older users whose eye–mouse coordination may be lacking. Only half the site

was visible on a standard screen without need to scroll down, and important

information “below the fold” might be missed. [Navigation. Score ¼ 3]
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l The main illustration was a series of animated (flash) photos of the property

activated by a “mouse-over” action. This can be difficult for older users to

manipulate. Better to have video or static, clickable screens to advance the

slides. [Animation. Score ¼ 2]
l The site had no type-increase (magnification) facility for older eyes. [Appear-

ance. Score ¼ 2.3]
l Details of specific rooms and rates were listed on separate pages but this required

good memory skills to compare them. Better to have a side-by-side comparison

feature. [Comparison. Score ¼ 1.5]
l Although much of the site had good color contrast the visitor information page

design used a graduated blue background. At times, the black type was placed

against a dark blue background minimizing contrast and making it very difficult

to read. [Text. Score ¼ 1.7]
l General descriptive copy was long: a struggle, particularly for nonnative English

speakers. The content should assume people know about the country of destina-

tion and focus on things to do within easy vicinity of the hotel – ideally, things of

particular interest to older visitors, e.g., museums, art, music etc. [Language/

jargon. Score ¼ 2]

Figure 22.3 shows the output for the hotel room. On our journey from reception

to the room, we noticed that the dull lighting in the elevator made the lift buttons

very difficult to see until activated and illuminated. Furthermore, on arriving at the

desired floor, the signage directing to the room was white lettering on clear perspex,

mounted on a beige wall. Very difficult to see and to read. [Directional signage.

Score ¼ 1.5].

In the room, there were some obvious shortcomings. Older eyes need more

illumination, so it was a major oversight that there were no bedside reading lights.

The bedside lighting control device was hugely complex, and even needed a set of

instructions on how to use it! The AV remote controls were also a source of

confusion and required bothersome study. [Instructions. Score ¼ 2].

The safe deposit box was located on the floor inside the wardrobe. Not only

requiring body flexibility to access, but difficult to operate in the dim light.
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Fig. 22.2 The hotel website
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The bathroom had no antislip treatment. While all faucets had easy-to-grip

handles, the bathroom itself used a large knob, a nightmare for older hands.

While the amenities were clearly labeled (a common complaint for those who

don’t wear glasses in the shower) once the top was removed, it required some

strength and patience to squeeze out the contents. [Access. Score ¼ 2.2].

Lessons Learned

Overall, the hotel customer journey earned a SilverAudit™ Index of 3.2, barely

acceptable. The hotel had undergone some refurbishment under new management,

but clearly the needs of older customers had been overlooked by the designers. The

decline in the sense of sight means that lighting and signage becomes ever more

important both in general areas, and elevators, and in the privacy of the room.

Confusing lighting and AV controls need to be simplified and not require special

study by the guest. Levered door handles and nonslip surfaces in bathrooms need to

be adopted for hotels to be both age-friendly and safe.

Case 2: Home Cordless Phone

The next case is a home cordless phone from a leading global manufacturer. We

chose to purchase this through one of the UK’s premier supermarket chains and so

we expected it to score highly, and it did.

But it wasn’t perfect. The signage could be greatly improved, it should have

provided rest seating and the product position on the shelves was not good. Overall,

it is as good as one is likely to find.

Despite the fact that the product was from a well-known global brand, this case

revealed how a company can take design very seriously (the pack is littered with the

term “universal design”), but they failed badly in other areas.
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304 K. Walker



For example, the instructions seemed to be written from the technical not the

user’s perspective. There was no hierarchy or logic to the information and too much

confusing jargon was used. Anyone who has purchased a product from Apple will

know that it is possible for technology companies to satisfy their lawyers and still

deliver a consumer-friendly “product-opening” experience. Our other observations

included:

l Instructions were more an explanation of the features (the sort of thing one needs

to know prepurchase) rather than how to use the product – what we want to know

postpurchase. Various elements in the box were overly technical and were out of

sync with each other. [Instructions. Score: 1.7]
l The packaging was a confusing jumble of disconnected logos and facts. [Pack-

age. Score ¼ 2.8]
l The website could be greatly improved through the removal of jargon and

technical-speak. [Online. Score ¼ 3.1]
l The online warranty support was sadly lacking. The customer service area was

difficult to locate. The process to file a query and overall complexity of the

warranty took over one week to resolve. [Warranty. Score ¼ 1]

Lessons Learned

As is clearly evident from the analysis in Figs. 22.4 and 22.5, the basic product is

fine, but the journey is let down because of the packaging and instructions.
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Based on product design and features alone, this product would probably be

“best in class.” Ironically, the changes needed to make this a truly age-neutral

product are relatively minor and may, through the removal of unnecessary, confus-

ing instructions and literature, actually save the company money in the long run!

This example shows why a comprehensive audit of the full customer journey is

important to help identify seemingly minor potential barriers to the market.

Case 3: Toothbrush

The third and final case relates to a toothbrush purchase from a leading consumer

marketing company and purchased from a leading supermarket chain in Hong

Kong. The summary output can be seen in Table 22.5, where the ultimate Silver-

Audit™ Index Score was a miserable 1.8. One can also readily see from this

summary table that the failings occurred across the board both in terms of the

“customer experiences” and the “effects of aging.”

Why such a poor result? First and foremost, the website was effectively useless

for an older audience. It was clearly skewed to a younger market and had little in the

way of practical information to help inform the decision. The flash, navigation, music

and talent cues were exclusionary for an older audience. [Online. Score ¼ 1.5].

The retail visit highlighted a number of other problems for older customers. In

land-scarce Hong Kong, supermarkets have infamously narrow aisles but at this

particular site they were made even more difficult to navigate because of POS

stands and product bins randomly placed. Bilingual and poorly illuminated signs

made it difficult to find the correct aisle. But that was the easy part! On arriving at

the toothbrush section we encountered;

l A blinding array of choice with only subtle, hard-to-find differentiators to help

people make informed choice. Interestingly, kiddies’ toothbrushes were clearly

identified.
l Products were displayed on shelves from the lowest to the highest, requiring

effort and flexibility to reach and examine them.
l Packaging included tiny product diagrams and explanations – difficult to read or

comprehend these overly complex product details. [Retail. Score ¼ 2.1].

Table 22.5 SilverAudit™ summary output for the toothbrush showing a dismal total score of 1.8

Cognitive Physical Sensory

Communications 1.7 – – 1.7

Online 1.5 – – 1.5

Phone 1 – – 1

Product 1.7 1.9 2.4 2

Retail 2 2.2 2 2.1

1.6 2 2.3 1.8

# Silver Group
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When the customer relations hotline was tested, we found that after entering a

prolonged automated message system (which was “corporate” rather than “brand-

specific” – a confusion in itself), we were ultimately informed the service was only

open “from 9 in the morning to 5 in the evening.” Not very customer friendly at all.

[Phone Support. Score ¼ 1].

Lessons Learned

If we look at the scores for this audit from the perspective of the physiological

effects of aging, it is clear that the general confusion and overly complex purchase

experience becomes apparent with low averaged scores for cognitive (1.6), sensory

(2) and physical (2.3). Clearly there is work to be done to make this customer

journey age-neutral.

Summary and Conclusion

Unlike generations before them, today’s mature consumers are more likely to think

and behave younger than their chronological age. Marketing to them on the basis of

age is fraught with difficulty. But regardless of their attitudes and self-perceptions

of age, physiological aging is relentless. To ensure these highly experienced con-

sumers remain engaged with brands and businesses, the purchase journey must be

age-neutral – not one which is optimized for younger people.

Physiological aging impacts all customer touch points, and these touch points

need to be reassessed with regard to physiological aging.

The SilverAudit™ case studies highlight how even companies that are “best-in-

class” make basic errors that create barriers between older customers and their

products and services. Whether it’s a hotel that overlooks the importance of better

lighting and nonslip bathroom surfaces, a technology manufacturer that provides

incomprehensible, complex user instructions or a toothbrush marketer that effec-

tively “excludes” older users through most aspects of its customer experience,

every company has something to learn.

Companies that fail to anticipate this basic human phenomenon and adjust their

businesses accordingly risk shutting out a large, affluent and growing body of

consumers: a body of consumers who have, throughout their lives, revolutionized

businesses through their vocal rejection of seemingly discriminatory practices. If

they sense this is an issue (and it will be) their voices will be heard! For all these

reasons and more, making brands age-neutral is common sense. The world’s first

system to measure and monitor age-neutrality, SilverAudit™ was specifically

designed to help businesses understand, measure, and ultimately remove the

barriers between their products and services, and older customers.
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By making products, services and the entire customer experience “age-neutral,”

businesses can unlock the vast spending power of the silver market and preempt

their dissatisfaction.
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Chapter 23

The Discovery and Development of the Silver

Market in Germany

Carolin Eitner, Peter Enste, Gerhard Naegele, and Verena Leve

Abstract In Germany, a paradigm shift is emerging in regard to the silver economy
which is resulting in an increasing focus on the economic potential and the economic

power of the elderly. Given the much increased buying power of the elderly, and the

increased heterogeneity of consumption wishes and needs corresponding to

the differentiation of old age, as well as the empirical evidence for an age-specific

change in consumption requirements, it stands to reason to look for inherent stimulus

to economic growth and employment by dint of new “age-sensitive” product ranges

and services, and to promote their development and expansion. Today, in fact,

the silver economy comprises products and services in very diverse and by no

means only “social” market segments. In addition to the health economy, the silver

economy affects such diverse sectors as mobility and IT. The following contribution

provides an insight into the development of the silver economy in Germany and

its future prospects.

Introduction

The challenges to society that accompany the demographic transition are currently

being actively discussed in Germany. In the course of the debate, a paradigm shift is

emerging with regard to the silver economy and, in particular, the development of

products and services for ageing and old people, resulting in an increasing focus on

the economic potential and the economic power of the elderly. While in the past,

older people in the role of consumers were not regarded as a financially strong and

free-spending target group by German providers of products and services, this

perception has changed in the meantime. The days are long gone when the concept

“silver market” was seen to pertain only to typical seniors’ products or seniors’
services such as geriatric agents, elderly care products or special recreational and

touristic offers (for the elderly), which for the most part form part of the classic

social services of public and independent non-profit organisations (i.e. especially of

the local municipalities and of the charities). Today, in fact, the silver economy

F. Kohlbacher and C. Herstatt (eds.), The Silver Market Phenomenon,
DOI 10.1007/978-3-642-14338-0_23, # Springer-Verlag Berlin Heidelberg 2011
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comprises products and services in very diverse and by no means only “social”

market segments and, in addition to the health economy, affects such diverse

sectors as mobility and IT.

This “new view” of older consumers is, in particular, related to manifold,

empirically observable cohort effects or (behavioural) level increases, which can

be perceived especially in the fields of income, educational background, vocational

qualifications and social integration [1]. They simultaneously provide important

links for the implementation of the likewise new ageing concept of active ageing
[2], which is at present also experiencing a boom in Germany. The seniors of today

have many potentials and resources which could be utilised to greater social and

personal advantage than to date, e.g. in the labour market, in education, in volunteer

service, in social and political participation, and precisely also in and by the

economy. This is also one of the core messages of the “Fifth Report on the Elderly”,

and will also be taken up by the “Sixth Report on the Elderly” by the German

Federal government, which deals with changes of images of old age [3].

This contribution provides an insight into the development of the silver economy

in Germany, while taking into account the effects of the demographic ageing of the

population. To this end, the income situation of seniors as well as their consumer

needs and their consumer behaviour are discussed, in addition to the expected

population development. By means of selected market segments, we will then

outline how the development of the silver economy in Germany has already

contributed and can continue to contribute to the enhancement of the quality of

life and to the stronger integration of older people into society. Finally, we will

point out further necessary developments in research and in practise regarding the

silver economy in Germany.

Demographic Change

The constant increase in so-called further life expectancy, linked with the simulta-

neous constantly low birth rate, plays a fundamental role in the demographic ageing

of the population. In 2008, the fertility rate was about 1.38 in Germany and

therefore about one-third below the rate needed for the natural reproduction

of the native population. Consequently, the number of older people is growing

while the number of children is diminishing. In 1871, for example, the life expec-

tancy of a newborn was below 40 years; this figure has continually risen in the

course of the years to its present level of 77.2 years for a newborn boy and 82.4

years for a newborn girl. According to the available population projections, the life

expectancy will continue to rise, and will reach 85 years for boys and almost 90

years for girls in 2060 [4].

In contrast, the birth rate is permanently low and will continue to be so. Thus, the

number of births will decrease from its present level of approximately 685,000 to

around 465,000 in the year 2060. This effect is merely slightly weakened by

migration effects. Already since 2003 the German population has been diminishing,
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and a rapid decrease in the total population is expected. At present, Germany has

around 82 million inhabitants; this figure will in all likelihood drop to approxi-

mately 65–70 million in 2060 [4].

These developments lead to profound changes in the population structure. In this

connection, the so-called triple ageing plays a fundamental role (1) increase in the

share of the elderly in the total population, (2) increase in the absolute number

of older people, and (3) increase in the share and number of very old people (80þ)

[5, 6]. While approximately every fifth inhabitant of Germany was older than 65 in

2008, it is expected that by 2060 this will apply to every third inhabitant. At the

same time, following the projections, the share of younger inhabitants below

the age of 20 will fall from 19% (2008) to 15% in 2060. According to the data,

the number of seniors (65 years and older) will increase from around 16.5 million at

present to approximately 22 million in 2060, and approximately 14% (9 million)

will be 80 years and older [4].

In the economic debate in particular, this demographic ageing of the population

has been (and is in part even today) portrayed as a horror scenario (a threat to

society). Besides negative implications for the social security systems and for the

labour market [5], negative effects have been and are being conjured up, especially

for the private demand for consumer goods and thus for growth and employment,

most notably due to the declining number of consumers of private goods and

services. Changes within phases of life, and therefore impacts on consumption

patterns and demands of older people, have a close linkage to economic growth.

The implied directness of the relation – fewer consumers, less consumption,

declining employment and sagging growth – must, however, be rejected insofar

as the private demand for consumer goods is strongly affected by the number of

households and by the household structure. In this connection, one has to point to

the fact that the number of one-person households has been growing for a long time,

and will continue to do so. Moreover, one has to bear in mind that a restructuring or

even expansion of the respective quantity and quality effects can also arise from

changes in the consumer needs of the elderly reflected in the level and structure of

their consumer goods demand [7, 8].

Income and Consumption of Older People in Germany

Until well into the 1980s, older people were regarded as a relatively low-income

consumer group, whose consumer habits were therefore not studied in detail. This

perception has changed significantly in the meantime. Numerous current studies

confirm the trend that the income situation of older people in Germany as a whole

has considerably improved in the past few years [3, 5]. However, the group of older

people is quite heterogeneous in this respect: some seniors can still be economically

active, while others have already retired. While the majority of the 50- to 59-year-

olds probably still live in family households, or at least still have children to tend to,
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with increasing age most older people live in two-person or single-person house-

holds [8]. On the one hand, there are many long-term unemployed seniors with only

small pension rights, while on the other hand there is growing wealth, up to

affluence, in old age [5]. Nonetheless, it holds true that the seniors of today are

on average considerably better off than earlier cohorts [3].

Income Situation of Older People

The household income of older people in West Germany has risen markedly in the

period between 1993 and 2003. If one compares the income situation of the 65þ
age group with that of the under 50-year-olds, further trends become apparent.

While the income of the elderly rose, the younger generation had to suffer losses of

income. All in all, one can even detect a concentration of incomes in the middle and

higher age groups [9]. The group of very old persons, which was in the past affected

above average by old age poverty, also experienced noticeable income increases. In

East Germany, the percentage increase in old age incomes in the same period was

even greater due to the comparatively high wage rises and pension adjustments.

Nonetheless, there is still a considerable gap between the available incomes in West

and East Germany [9].

Consumer and Savings Behaviour of Older People

Expenditures with regard to private consumption in Germany amounted to around

€1,341 billion in 2009. Compared to the expenditures in 2000 (€1,150 billion) an

increase of 14% can be noticed for these years [10].

During recent years, the expenditures on private consumption in households

with older persons (from 65 years onwards) rose far above average. In 2007, the

55–65 age group showed slightly above average in consumption, with €2,137 per

month (compared to the national average of €2,067 per month). At the same time,

this rise in consumption is markedly higher than the rise in income. In other words:

the growth in consumption is effected at the expense of saving [9, 11].

On the basis of the findings of the sample survey on income and expenditure, it

can be demonstrated that the spending for rent and energy increases with advancing

age. While only 33% of the average household’s expenditure is allotted to this

factor, it accounts for 38% of the spending of the 70- to 80-year-olds and 43% of

that of the over-80-year-olds. In comparison to younger age groups, the expenditure

on health and body care as well as on recreation, entertainment and culture also

continues to be above average. Of these cost factors, recreational and cultural

services, as well as package tours, can be regarded as the most cost-intensive [4].
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The Silver Economy in Germany

Why Is the Silver Economy Important as a New Socio-economic
and Politico-economic Field of Activity?

The field of activity of the silver market in particular constitutes the starting-point

for the economic aspirations and expectations connected with the demographic

ageing of the population. These expectations, as it were, act as a “counterbalance”

to the above-mentioned horror scenarios. Given the much increased buying power

of the elderly, the increased heterogeneity of consumption wishes and needs

corresponding to the differentiation of old age, as well as the empirical evidence

for an age-specific change in consumption requirements, it stands to reason to look

for inherent stimulus to economic growth and employment by dint of new “age-

sensitive” product ranges and services, and to promote their development and

expansion. Experts regard the silver economy as an important constructive “coun-

termessage” to the macroeconomic horror scenarios. Today it is (as if it were

evidence-based) assumed in Germany that the silver economy is a sector for the

future that is worth discovering and developing, in the mutual interest of both the

elderly and the different economic actors. There are expected to be win–win effects

on both sides: an enhancement of the quality of life on the one hand, and the

mobilisation of growth and the creation of new jobs on the other hand. The

following reasons, amongst others, support this assumption [3, 8, 12, 13]:

l For a long time, the providers in the consumer goods and services markets paid

little attention to older people as consumers; this was, inter alia, due to the

largely negative connotations of the term “old age”, as well as to the prevalent

negative stereotypes on old age. However, the elderly are increasingly beginning

to object to this.
l The present cohorts of older people are increasingly interested in private con-

sumption, and for this purpose have a reserve at their disposal that is becoming

scarcer and scarcer for other age groups, namely time.
l The elderly are an increasingly heterogeneous population group (differentiation

of old age), and consequently also have correspondingly differentiated consump-

tion wishes and needs, which can be met by a correspondingly differentiated

range of products and services.
l The succeeding cohorts of older people have become both more demanding and

more critical with regard to their quality notions and participation possibilities as

customers.
l In addition to the wish for a good state of health and social integration, the desire

for an enhancement of the quality of life, the maintenance of independence, and

the promotion of individual safety are on the top of the individual preference

scale of older people. The silver market concept offers good starting-points for

all these fields.
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l From an economic point of view, it is moreover significant that the number of

old-age households is on the rise. For it must still be borne in mind that the

private demand for consumer goods and services is not primarily guided by

the number of persons but by the number of households. In other words, the

demographically induced decreases in private demand due to the decline in

population can be more than compensated for by a similar demographically,

but also socio-structurally induced increase in small and especially one-person

households (singularisation of old age).
l Although some economic sectors, which we will examine more closely later,

have in the meantime developed good products and services that meet the special

needs of the elderly (e.g. with regard to comfort, quality and manageability) it

nevertheless holds true that most German enterprises have not yet actively

discovered the silver economy as a strategic field of activity.

Only in recent years have political initiatives on the silver economy been

established in Germany. In this respect we have to point to the exemplary role of

North Rhine-Westphalia. In 1999, North Rhine-Westphalia was the first federal

state to launch the federal initiative Silver Economy, with the objective of spurring

on the development of seniors-oriented services and products. The aim was to

improve the quality of life of the elderly, and in conjunction with this goal to

promote employment opportunities [14]. Meanwhile, other federal states, regions

and municipalities have followed this example, even though the setting of priorities

with regard to content and the degree of the cross-actor co-operation vary strongly.

Lower Saxony, Schleswig-Holstein, Mecklenburg Western-Pomerania, Rhineland-

Palatinate, Bremen and Bavaria have to be mentioned here. On the regional and the

municipal levels, there are several initiatives on the silver economy within the

scope of local business development that are worth mentioning, e.g. in the cities of

Hagen, Dortmund, D€usseldorf (all in North Rhine-Westphalia) or Mannheim

(Baden-Wuerttemberg) [15]. The federal level was late to react. In 2008, the

Federal Ministry of Family, Senior Citizens, Women and Youth and the Federal

Ministry of Economy and Technology established an initiative called Economic
Factor Ageing to stimulate companies to develop and implement innovative pro-

ducts and services for older persons. The initiative and its development is based on

the findings of the “Fifth Report on the Situation of the Elderly” by the federal

government, which focuses on the (economic) “potentials of old age for the

economy and for society” and dedicates a chapter to the silver economy [3].

Economic Factor Ageing pursues two general aims: first, enhancing quality of

life for senior citizens and second, strengthening economic growth and employment

within the “silver market” [16]. To achieve these aims different activities are

provided, e.g. economic information with regard to the silver market and related

branches, close contacts to companies, associations and senior citizens’ organisa-

tions, or events on silver economy issues. Also, in cooperation with the Interna-

tional Design Centre Berlin, Economic Factor Ageing presents a travelling

exhibition of products of Universal Design. More than 50 products that improve

quality of life for all ages are introduced.
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Which Areas Comprise the Silver Economy?

All in all, the silver economy should not be regarded as an economic sector in itself

but rather as a cross-section market, in which numerous industrial sectors are

involved. The following economic segments can be attributed to it [3, 12, 13]:

l IT applications in inpatient and outpatient care
l Smart living, housing adaptations and supported living services, increasingly

based on IT
l Promotion of independent living, likewise increasingly based on IT as well as on

the municipal level
l Gerontologically relevant areas of the health economy, including medical tech-

nology and e-health, hearing and seeing aids technology, dental prosthetics and

orthopaedics
l Education and culture (as it were in “response” to higher levels of education and

more spare time)
l IT and media, in particular in conjunction with other market segments such as

health, the promotion of independence, and security
l Service robotics, especially in combination with the promotion of independent

living in the case of older people with severe health constraints
l Mobility and the promotion of mobility, e.g. car traffic safety
l Recreation, travel, culture, communication, and entertainment
l Fitness and wellness (in response to the higher health awareness particularly of

the “younger old”)
l Clothing and fashion (among other things, to document social integration)
l Services facilitating everyday life and other home services
l Insurance coverage, especially with regard to age-specific “risks”
l Financial services “sensitive to demography”, especially in the area of capital

protection, wealth maintenance and dissaving counselling

Only selected fields of activity of the silver economy will be examined in more

detail.

Activity Field: Tourism

The conditions for the tourism sector to win new customers among the target group

of the elderly are exceptionally good. After their withdrawal from the working

force, older people in Germany have much spare time, and in most cases they also

have the financial means to make the most of this time. The consumer behaviour of

the elderly, moreover, shows that older people spend a large share of their income

on travelling [17].

Today, about 30% of all holiday trips are made by people aged 60 years

and more. It has to be assumed that the travel behaviour of future generations of
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seniors will intensify due to cohort related travel activities. If one looks at travel

intensity,1 76% of the German population has at least taken one vacation in 2008

[18]. This is, compared to about 49% in 1972, a massive growth. This increase is

also attributable to a disproportionate growth in travel intensity of older people.

Nowadays, 77% of people aged 60–69 years and 65% of people aged 70 years and

more take at least one trip per annum (1972: 41% and 30% respectively) [19, 20]. If

one takes a closer look at household expenditures for package holiday costs, it can

be seen that households with main income earners from 65 to 70 years spend about

4% or €75 (2007) of their consumption budget on package holidays. These expen-

ditures are much higher compared to 2.6% or €55 (2007) on average for all house-

holds [11].

However, in the travel market too it is necessary to take into account the

heterogeneity of the target group. The travel wishes of the elderly vary strongly,

and depend on lifestyle, age, the degree of mobility, etc. Nonetheless, they have

some characteristics in common that distinguish them from the travel preferences of

younger people: good accessibility, a healthy climate, tranquillity, and guaranteed

medical care at their holiday destinations are important prerequisites that older

people increasingly expect when planning their holidays. On the whole, one can

discern a trend to upmarket accommodation and to inland trips. Thus, for older

people, Germany is an above-average popular travel destination. In 2007, 37% of

the journeys of seniors in the age group 60–69 years were domestic; in the case of

seniors in the age group 70–79 years this figure even amounted to 50% [19]. If older

German people travel abroad, they prefer journeys to adjacent foreign countries

or to southern European areas. Non-European goals only have a market share of

10% among the elderly, as compared to 15% in the total population [17].

A special trend that is becoming apparent in the field of tourism for the elderly is

the combination of tourism and health promotion. This encompasses all offers that

fall within the scope of preventive, health-promoting, wellness-oriented, rehabili-

tating, or curative tours, which are meeting with an increasingly great response

from the elderly [17]. In order to be able to provide adequate offers for mobility-

impaired persons and thus to cater for a further important target group, it is

necessary to plan barrier-free, or low-barrier facilities.

Experience shows that both free-market and charity organisations operate in this

market segment. Mixed organisational forms arising from the co-operation of

welfare organisations and commercial tour operators have proved to be especially

advantageous for the development and implementation of offers such as assisted

holidays [21]. Thus, as in many areas of the silver economy, the joint and coopera-

tive action of the involved regional and supraregional actors can be regarded as a

success factor.

1Travel intensity defines the proportion of people (over 14 years in private households) within a

population group that undertakes at least one journey of at least 5 days duration within a year.
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Activity Field: Living

Living independently at home for as long as possible, even in the case of consider-

able physical and health impairments, or of seriously restricted mobility, is consid-

ered the top guiding maxim of old age policies and of care for the elderly in

Germany. Foremost, one of the strongest wishes of the vast majority of older people

is to live independently in their own home. Consequently, housing conditions and

design are of considerable importance, and are highly connected to quality of life

and social participation in old age. Barely 4% of the over-65-year-olds live in

residential homes and the like. According to empirical findings, they only do so if

they no longer have the possibility of living independently [5]. Even in the case of

need for nursing care, most (approximately 68%) of the persons concerned stay in

their own homes and are cared for there [22]. With its benefits catalogue, even the

German statutory long-term care insurance is basically geared to the promotion and

maintenance of independent living. From experience, however, the realisation of

this goal becomes difficult if the concerned persons are very old and/or live on their

own. In Germany, the so-called “singularisation of old age” is typical for around

40% of all the over-65-year-olds, of which 85% in turn are women [5].

According to representative population surveys, more than 80% of seniors

indicate that they prefer to live in a normal flat. About 65% of the elderly are

even prepared to put up with a move, even at advanced age, if the old flat no longer

meets their wishes and requirements and if a suitable alternative (apart from

residential homes) presents itself [23]. The great importance of independent living

in old age also becomes evident from the fact that German seniors spend a large part

(approximately 40%) of their income on housing. Furthermore, the share of the

expenditure on housing has increased in the course of time [11].

On the whole, the housing conditions of seniors have markedly improved in

Germany. Nowadays, standard equipment includes bathrooms with showers as well

as central heating. There has likewise been a marked change in the structures of

ownership. In 2007, around 50% of the elderly were flat or house owners. This is a

remarkably rise compared with the previous decade (1994: 37.8%). The living

space per household differs between rented and owned houses and flats. Today

tenant households live on approximately 70 m2, senior house owners can rely on a

space of approximately 115 m2 per household [24]. Due to the effects of demo-

graphic ageing and changing family structures, it is to be expected that the number

of private seniors’ households will continue to increase in future; this in particular

holds good for single- and two-person households.

These trends pose new challenges, particularly for the building trade and the

large housing industry companies. Much of the housing on offer is not senior-

friendly and to complicate matters further, a good deal of the housing supply in the

conurbations from the 1950s and 1960s can only be converted into senior-friendly

living space with many restrictions [25]. Moreover, it has transpired that the

creation of suitable living space for the elderly cannot only be limited to housing

adaptations. Instead, the whole residential environment has to be incorporated into
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the planning concept: This includes, amongst others, the neighbourhood infrastruc-

ture, the connection to public transport and the provision of shopping facilities and

other service offers.

This activity field holds much potential for the silver economy. Thus, for

instance, the conversion of flats into senior-friendly living spaces opens up new

fields of activity for crafts businesses. This economic sector already covers a broad

spectrum of everyday products and services, and thus substantially contributes to an

enhancement of the quality of life for all. Furthermore, the more than 970,000 craft

businesses with almost 5 million employees and a turnover of approximately €511
billion (2008 figures) already fulfil important politico-economic and job-creating

functions, which could be further enhanced by additional offers of silver economy

products and services. In order to attract the target group of older people, it is also

necessary to expand service and advisory service offers around the sales of the

products and services. This does not necessitate an overall realignment of the

business strategy but, at the most, an adjustment in various subdivisions. Generally

speaking, one can distinguish three focal points:

l Qualification of employees, particularly in product designing, marketing and sales
l Networking and co-operation with possible partners (e.g. property developers

and house building companies with housekeeping and nursing service providers)
l Marketing, especially also with respect to possible forms of financing

The following activity fields represent important starting points, especially for

crafts businesses wishing to gear themselves to the seniors market:

l Housing adaptation: in addition to barrier-free adaptations, this also concerns the

deployment of new, partly computer-assisted technologies, such as those used in

the field of assisted living [25].
l Combination of adaptation measures with supplementary services, for example

with regard to the renovation or refurbishment of living space. Here too, cross-

sector networking of the individual service providers will be of vital importance

in the future [26]. Networking not only enables service providers to improve the

quality of their service by bundling several skills, but also allows them to reduce

their organisational and planning costs and thus to improve their profitability

[27]. In addition, it also facilitates a better acceptance among older customers by

offering one-stop services.

The activity field living opens up new fields of opportunity in the personal

services sector too, in particular as regards household-related services. Delivery

services, maintenance services and the expansion of housekeeping services can be

mentioned as examples of this. In this connection, meaningful co-operation with

housing associations is also conceivable [26]. The activity field affords interesting

starting points for the retail trade too (advisory and delivery services, mobility

services, catering services) [6].

Despite the above-mentioned positive experiences, by far not all relevant trades

are sufficiently sensitised to this issue, especially for the activity field of living. This

is especially true for the field of information and entertainment technology.
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Thus, the fastest growing group of internet users in Germany are older people.

Numerous new chances and challenges arise from this development, not only for

the electronic industry but for other providers too. Information platforms, internet

trade or travel portals, for instance, are a few examples. The entertainment elec-

tronics industry can also profit from this new target group, as is shown by the high

acceptance of brain-training software for games consoles in Germany.

Excursus: Computer-Aided Independent Living as a Central Future
Field of the Silver Economy in Germany

Due to the demography-related strong growth in the number of very old people in

need of help, experts see great development potential, particularly in IT-aided

assisted living. The Enquete Commission on Care of the federal state of North

Rhine-Westphalia distinguishes between six central areas of application [28]:

l General technology for the promotion of independent living in old age (such as

rotatable hospital beds, easily manageable mobile phones, etc.).
l Mechanical household and mobility aids. This in particular concerns the equip-

ment of the private households of older people with user-friendly domestic

appliances as well as special technology, with which specific impairments can

be compensated for, e.g. wheeled walkers or wheelchairs. In recent years, so-

called service robots, such as the voice-controlled “Care-O-Bot” system, have

attracted great attention.
l The utilisation of technology in connection with (age-adapted) housing adaptation.

Amongst other things, this comprises measures of home automation that facilitate

household management, e.g. self-adjusting blinds and blackout installations,

and electrical equipment that automatically switches off in the case ofmalfunction.

Modern computer technology even allows for “intelligent” housing (smart
homes or digital homes and accompanied living). So far, the following technical

application fields are discernible: safety, simplification of everyday life, home

appliances, energy management, health promotion and communication [25].
l Technology-assisted health promotion and health control. These forms of help

(also referred to as e-health or health-monitoring) are still to a large extent in the

trial phase. They, for example, monitor the vital signs of typical high-risk

patients, with the possibility of signalling the information to pertinent monitor-

ing stations, or they monitor health-relevant behaviour patterns by, for instance,

checking the intake of tablets and the sleeping habits. Furthermore, systems for

the localisation of older patients suffering from dementia are in use.
l Technology-assisted communication. This technology is deployed in the stage

shortly prior to the need for care. On the basis of home emergency call systems,

the extended home emergency call system also offers additional help in the case

of unexpected nursing problems, as well as everyday practical support and

services. Latterly, it also includes communication offers. These extended home
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emergency call systems can thus, all in all, be regarded as offers of activation

and communication too.
l Tele-care: This term describes new forms of telematics-based care possibilities

in the case of long illness and the need for care. They are mostly contemplated in

connexion with other forms of intelligent household technologies and aids. Tele-

care comprises the telecommunications-based long-distance support or care of

patients or of persons in need of care in their private homes. The idea behind this

is the “virtual” old age and nursing home that assures the quality of the home

care by means of a support infrastructure, which can be operated both by mobile

as well as by home telecommunications.

In recent years, projects dealing with IT-aided assisted living were initiated

by German research facilities and institutes (e.g. Smart Senior, Fit4Age, Service4-

Home). But of essential importance for the success of IT products in the field of

assisted living and home care is quite probably the question of whether the German

nursing care and health funds offer advantageous refunding possibilities (which is not

the case so far).Many large housing societies, which are in charge of almost half of the

private housing supply for older people, have, however, recognised the potential that

an IT equipment of the flats of seniors holds for a longer independent life (and thus

for longer-running lease contracts), and are currently already giving attention to

the question of how to pass on possible additional costs via the lease prices.

Activity Field: Financial Services

The relationship between older people and finance management is in many ways

ambivalent. On the one hand, the elderly are a, comparatively speaking, high-

income and wealthy group. Financial assets of the older generation have grown

significantly high compared to the younger generation in recent years. Seniors

today own about 53% of the total assets. It is prognosticated that this figure will

rise to two-thirds within a few years. On the other hand, it is unfortunately still

common practise in the finance world to discriminate against older people or to

put them at a disadvantage, e.g. within the scope of age limits for the granting of

private loans. In order to make the most of the economic power of seniors, banks

and insurance companies must therefore adapt themselves to the target group of

the future in due time. Although a survey has revealed that the banks are aware of

this trend, paradoxically only few of them offer age-based products [29].

Generally, financial services serve to make the income or assets available for

expenditure, and to transfer them to where they are needed. They therefore play an

important role in each stage of life, and can greatly contribute to the enhancement

of the quality of life of people. In principle, the financial services perform the same

function for the elderly as for all other age groups. But, as the financial services

change their structures and their effects in the different phases of life, there are

some age-related characteristics. The demand for credit is highest in the age bracket
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25–35, while the highest savings rate can be observed in the age group above 35.

This differentiation also holds good for the insurance industry. Depending on the

age group, there are different risks that have to be covered by an insurance policy:

accidents, unemployment, death or the need of care to name but a few.

The established criteria used for the evaluation of financial services also apply

for the older customers of the banking and insurance industry. For one thing, the

investment must be worthwhile, i.e. the interest rate has to be lucrative. Further-

more, the investment forms should be relatively safe, and it must be possible to

exchange one product for another in a quick and simple procedure. The SALIS

concept developed by the German Institute for Financial Services (iff) comple-

ments the financial services’ classic triangle of influences (which takes into account

the importance of yield, liquidity, and safety as assessment criteria of policy-

holders) by two further criteria for the analysis of financial offers, namely by

sustainabilitiy or social responsibility and the access to financial services [30].

These criteria also coincide with the wishes and needs of older people regarding

financial services. The factor safety plays a key role for older people: a survey of the
German National Association of Senior Citizens’ Organisations (BAGSO) shows,

for example, that older people have a high degree of trust in their banks. This factor

can, however, still be markedly improved by expanding the service and advisory

functions. Moreover, older people prefer familiar and trustworthy staff members

who can give them competent advice on their business matters. They are still

sceptical towards online banking. Only 16% do their banking business via the

internet [31].

The factor rate of return plays a minor role for most senior citizens, this is also

reflected in their investment behaviour. Most older people would rather put money

into a safe but relatively unprofitable savings account than choose a high-risk but

potentially more profitable investment form (e.g. shares, property funds). Of much

greater importance seems to be the criterion of short-term availability: products

with a long maturity or long commitment periods tend to be rejected by the elderly.

In the case of senior citizens, the criterion of accessibility must be explored from

different angles. For one thing, their mobility is often restricted due to age-related

physical impairments. This aspect plays an increasing role, especially in rural areas

as many small bank branches there are closing. In this connexion, one has to

consider other offers that continue to facilitate the access to finance (mobile

branches, house calls etc.). Another aspect that falls within the scope of the subject

access is age discrimination. While it is true that 95% of the older people polled in

the above-mentioned BAGSO survey indicate that they have never been refused

financial services on grounds of age, it is in fact often a different story when it

comes to obtaining a loan. If older people are granted a loan, the terms and

conditions of the loan are often much more unfavourable than those for younger

people with a comparable asset situation [31].

If one has a closer look at the wishes and needs of older people, one can realise

that the basic needs of older people with regard to classic financial services can

often be met with the already existing products. Instead, it is all about optimising

the already offered products and services for the silver market, e.g. shorter
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maturities, flexible payment models, “reverse mortgages” options. Also counselling

and customer-oriented presentations of financial products and services are needed.

Some banking and insurance companies start to offer more transparent counselling.

They also begin to train their employees about the needs and requirements of senior

clients. In addition to that, the Federal Ministry of Food, Agriculture and Consumer

Protection initiated a campaign called “Quality Offensive Consumer Finances”

in 2009, which includes, for example, a checklist and a consultation record for

financial advice. This information particularly benefits older persons who need

dissaving counselling rather than saving options.

In the silver economy (as well as elsewhere) it has proven to be of value to count

on one-stop services, i.e. on services that bundle formerly single or partial services

to a complete service package that can thus be tailored to the wishes and needs of

the individual client.

Summary and Conclusion

This overview of the subject area “the economic power of older people” has shown

that there is also great potential in sectors other than the classic health market for

products and services that are sensitive to demographic change. There are already

some sensible offers and approaches that have to be expanded, refined and, if need

be, redeveloped in future. A critical synopsis of the experiences gained so far in the

field of the silver economy leads to the following recommendations for a socio-

politically sensible, and at the same time economically positive, further develop-

ment of the silver market:

l Customer-oriented enhancement of the range of products as well as of services,

and a differentiated market development
l Sensitisation and co-ordination of the actors
l Further development and increased deployment of senior marketing
l Provision for the consumer needs of poor older people
l Empowerment and a better representation of the interests of older consumers
l Dialogue-based product and services developement in dialogue with older

people and designers
l Enhancement and expansion of the existing products and services
l Further development of user-friendly and seniors-oriented design
l Promotion of consumer protection for older people

As the experience in Germany has shown, the increasingly heterogeneous

consumer group of the elderly shows an increasing interest in private consumption

as well as differentiated consumption wishes and needs, which can be met by a

correspondingly differentiated range of products and services. The silver market

needs to be regarded as a strategic field of activity for social integration, the

maintenance of independence, and the promotion of individual safety, and therefore

for the enhancement of the quality of life of older people.
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Chapter 24

Japan’s Population Aging and Silver Industries

Chikako Usui

Abstract The “aging problem” should not be viewed as an economic encumbrance.

It is better viewed in the context of the robustness of the economy. Expansion of the

carrying capacity of the active labor force, as well as active aging among older

adults, will decrease the burden on society. This chapter draws out social and

cultural implications of demographic changes in the context of Japan’s transforma-

tion from a Fordist to post-Fordist economy. The distinction shifts attention to the

social organization of technology-based service industries. The growing number of

older persons and senior households means immense business opportunities for

developing new solutions, products, and services. Older adults are potent consu-

mers, willing and economically able to maintain independent living and a high

quality of life. This chapter discusses a number of emerging silver industries,

including housing and real estate, food, pets, robotics, senior care appliances, and

the funeral market.

Introduction

The aging of the population in developed societies has taken on a kind of doomsday

patina in many policy circles. It has brought foreboding and predictions of impend-

ing calamity. Yet the problem of population aging should not be viewed as

operating in a static societal black box. The determination of the “aging problem”

rests, in part, with the changing economic conditions in each country and the

“carrying capacity” (productivity) of active workers. Relatively small increases in

economic growth have the potential to substantially moderate the ill effects of

demographic factors [1, 2]. Expansion of the carrying capacity of active as well as

nonactive groups will decrease the burden for the dependent older population. In

the twenty-first century, developed countries are shifting from a “Fordist” to “post-

Fordist” economy with new levels of productive capacity. Any discussion of aging

society must take this change in productive capacity into account [3, 4].
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The “aged dependency ratio” is a common measure for gauging the burden of the

“dependent” population in an aging society. It is the number of actively working

population divided by the number of “aged dependents” in the population. In 2009

older persons 65 years of age and older accounted for 23% of the total population in

Japan. This translated to 2.8 workers supporting each older person By 2025 the

figure is predicted to drop to two active workers for every aged dependent member

[5]. Although the aged dependency ratio has become conventional in describing

economic burden in an aging society, it is based on questionable assumptions. For

example, the productivity and consumption patterns of different age groups are

based on past patterns and are assumed to be static. On average, people of working

age (aged 15–64) are considered productive and consumption-oriented, while the

older population (aged 65 and over) is considered unproductive with relatively low

incomes and low levels of consumption. In addition, policy-makers often focus

exclusively on the denominator in the aged dependency ratio (i.e., older population)

and look for solutions that reduce the burden of the aged dependents. The aged

population is viewed in isolation and presumed to provide little or no contribution

to society, while the active population is assumed to have a static carrying capacity

with little change in their production or consumption patterns.

In contrast, this chapter presents a different set of views. First, demographics are

an intrinsic part of the social organization of society. Historically, demographic

patterns have been altered by socio-economic, technological, and political changes

in society. Second, expansion of the productive and consumption capacities of

either group will decrease the level of dependency for the same proportion of

elderly. Third, productivity and consumption of any age group are more variable

and dynamic than presently supposed. The logic that the working population will

have to support the dependent population is based on assumptions of social organi-

zation and life cycle that characterized the Fordist economy of the twentieth

century. In the twenty-first century, industrialized countries are shifting to a new

logic of the post-Fordist economy.

“Fordist” refers to an industrial organization system associated with the Ford

Motor Company in the early twentieth century [6, 7]. A Fordist economy is based

on mass production and mass consumption, with products having relatively long

life cycles. Worker skills, once acquired, also have relatively long life cycles. The

auto, steel, and rubber industries are examples of the leading sectors in this type of

industrial economy. In contrast, a post-Fordist economy is more oriented to the

application of information technology. The economy is geared to the flexible

production of selective goods and the consumption of a variety of goods. Goods

and services have relatively short production life cycles, requiring continuous

innovation. The computer software, telecommunications, and information-based

service industries represent examples of the leading sectors of this type of economy.

The OECD [8] notes that a key to promoting the service sector is the diffusion of

technology, and future increases in productivity can offset labor shortages in certain

sectors. In other words, Japan’s future hinges on whether new, post-Fordist growth

industries will emerge and raise economic productivity and whether labor-market

fluidity will accommodate these new industries. Some authors maintain that the key
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to sustaining a healthy economy is a continuous 2–3% economic growth rate [1, 2].

It is not the ratio of the working to dependent population but rather the economy’s

capacity that largely determines whether an aging population becomes a problem

[2, 4, 9].

Japan’s economy has considerable room for future productivity gains compared

to other advanced nations, and it can produce more even though the labor force may

shrink. Japan is ranked third among 24 countries in the labor productivity of the

manufacturing sector, reaching $78,680 [8]. However, when the comparison was

made for overall labor productivity among 30 OECD nations, Japan ($59,651)

ranked nineteenth and the U.S. second ($83,683). Using different methods of

calculations, Japan Center for Economic Research estimated Japan’s productivity

at 61% of that of the U.S. in 2007 [10].

Seniors as Consumers

There have been significant changes in living arrangements and lifestyles among

older adults as well as changes in community structures. These multifaceted social

changes involving household structures, intergenerational relations, and attitudes

towards old age have given rise to business and industries called silver markets or

mature markets. Today’s older population is better off economically than other

generations, creating a potent consumer market. Japan now has a larger number of

older persons (aged 65 and older) than young persons (0–15 years of age), and the

number of senior households without any nonsenior household members surpassed

9.5 million in 2009 [5]. Unlike their parents’ generation that depended on their

children’s income and support in old age in coresidential arrangements, the current

generation of older adults is healthy and places more emphasis on self-reliance and

quality of life. They command a larger disposable income and national financial

assets than their previous generations did. They are willing consumers of goods and

services that promote independent living. Their concerns about living and dying

have fueled the development of innovative products and services.

Silver markets involve the production of specialized goods and services in

medical and health services and equipment, home care, real estate, construction,

financial services, education and learning, food, cosmetics, travel, and entertain-

ment. Innovations in telecommunications technology and equipment, telecare and

telematics (both addressing new forms of health care deliveries), consumer elec-

tronics, robotics, and other high-tech engineering address new demands arising out

of the social and cultural changes surrounding their living environments. There is a

potential for active aging, which changes the current assumptions about the aged

dependency ratio.

Senior households have large assets and are a key to the future expansion of the

silver market. According to a national livelihood survey in 2002, the average per

capita income of senior households (defined as those without anyone between the

ages of 19 and 64) was 91% of the national average per person [5]. According to the
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Internal Affairs Ministry’s report in 2010, senior household spending rose by 1.2%

while all other household spending decreased. The report highlighted that seniors

are becoming a spending force [11]. In addition, the average financial assets held by

senior households continue to increase, expanding the inheritance market [12].

Most personal financial assets and real estate are owned by seniors, and the transfer

of assets to the next generation through inheritance will increase demands for new

financial management services that involve more investment than savings which

utilize personal financial assets. According to Nomura Research Institute, the

number of heirs is expected to increase from 840,000 in 2007 to one million in

2015, and the total amount inherited such as real estate and financial assets will

increase from ¥85 trillion in 2007 to ¥102 trillion in 2015. There are clear signs of

generational shift in investment behaviors. For example, the baby boomers have

active investment of financial assets and investment experience in stocks, mutual

funds, and foreign currency deposits while their parents had relied on savings. The

retirement of baby boomers will bring additional expansion of consumer markets in

silver industries. Japanese baby boomers were born between 1947 and 1949; these

roughly 6.8 million people account for 5.3% of the total population and hold even

greater assets than the current generation of older persons. A Dentsu report (2006)

indicates that direct spending by baby boomers prior to and after retirement will

amount to ¥7.78 trillion ($70.7 billion), and the impact of this increased consump-

tion will lead in the medium term to total economic outlays of ¥15.3 trillion ($139.3

billion) [13]. Of the ¥7.78 trillion in expected direct spending by baby boomers, the

biggest outlays derive from house remodeling, real estate, and related sectors,

yielding ¥4,092 billion ($37.2 billion) or 52.6% of the estimated consumption.

The next largest category of estimated spending is hobby pursuits and education

(¥1,196 billion or $10.9 billion). The third category is travel, with ¥1,116 billion

($10.1 billion). Purchase of durable goods, such as automobiles, is estimated at

¥404 billion ($3.7 billion) and purchase of financial products (e.g., stocks, bonds) at

¥675.5 billion ($6.1 billion) [13].

Emerging Silver Industries

Japan’s demographic changes have important social consequences, affecting busi-

ness in the emerging silver industries. We examine these issues in housing and real

estate, food and food safety, pets, robotics, senior care appliances, and the funeral

market.

Housing and Real Estate

According to JETRO [14], spending on housing and home renovation in 2005 was

highest among the 65–69 age group, and this group spent twice as much as the

55–59 age group. Upgrading homes with seismic retrofitting, insulation, heating
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and ventilation, energy efficiency, security, and safety (barrier-free homes, wheel-

chair accessibility) are the most popular types of renovation. Japan is the world

leader in developing energy-efficient homes and accounts for nearly 50% of the

total solar cell production in the world. The use of solar panels in homes has become

popular and power companies purchase excess electricity generated from ordinary

consumers [15]. Also, luxury home remodeling and vacation homes have attracted

affluent seniors and are expected to increase with the retirement of baby boomers

who have higher standards for comfort than the previous generation. Installation of

home elevators, for example, is no longer out of reach for ordinary families.

Today’s older adults tend toward “active aging” not just because they enjoy

good health, but because they are the first generation willing and economically able

to support themselves in old age. Post-material values such as quality of life and

independent living have become important goals. A “quiet revolution” is taking

place in their attitudes toward spending time and money [16]. Today’s seniors are

more willing to focus on their lives and spend money for their own independent

lifestyles rather than saving for their children. This includes their preparation for

long-term care.

The Japanese government facilitated the development of new living arrange-

ments among seniors when it introduced the Long-Term Care Insurance (LTCI)

(kaigo hoken) in 2000. In 2003 the government deregulated the industry to increase

private-sector participation in nursing care sectors [17]. The government subsidizes

much of the remodeling costs for seniors’ homes, including the remodeling of

disabled-access toilets and the installation of banisters, nonslip guides, and

ramps, and the availability of LTCI has led to greater choices for older persons in

private-sector facilities. In addition, there are affluent older persons willing to pay

more for high-quality services and facilities that provide long-term care.

Food and Food Safety

Food accounts for 23% of expenditure by Japanese households [18]. For a popula-

tion of 127 million, the Japanese food market is estimated at over $700 billion

(compared to $1 trillion for a population of 300 million in the U.S.). Japan is the

largest net importer of food products in the world, with the U.S. the leading supplier

of agricultural products to Japan. Japanese consumers care a great deal about

seasonal foods, freshness, and the esthetic appearance of food products, and the

market for high-quality, safe food is booming [19]. They are eager to pay higher

price for quality and convenience and are willing consumers of new niche products.

Japanese consumers also set the standard for Asia in food products.

Japanese people are concerned with health and are more likely to seek dietary

health through foods than through supplements. The aging population is driving a

range of new trends in food markets. Due to the rapid growth in single-person

and senior-couple households, mini-size packaging is popular. “Bulk” items and

“super-size” products are no longer the standard [20]. Instead of low-priced products,
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older adults seek high-quality, high-priced, specialty products [18].Market demands

for ready-to-eat meals, take-out foods (including box lunches or obento), and food

delivery services have sharply increased [19]. Shopping for food on TV, the Internet,

and by mail-order has also expanded, aided by door-to-door home-delivery services

(takuhaibin or takkyubin) [21].
“Nutraceutical” and organic foods are gaining larger market shares [18]. Nutra-

ceutical foods (also called functional foods), claimed to have health benefits, make

up a huge market in Japan: $27.1 billion in 2005 (compared to $22 billion in the

U.S.).Examples of nutraceuticals are red wine as an antioxidant and an antichole-

storolemic, broccoli as a cancer preventative, and soy and clover to improve arterial

health in women. Some nutraceuticals are well-known, including gamma-linolenic

acid, beta carotene, and anthocyanins. Food safety and traceability, freshness, and

visual appeal are important features and food markets are integrating information

technologies to improve food safety, including the use of devices that identify the

origin and quality of products, such as the “protected designation of origin” (PDO)

or “protected geographical indicator” (PGI), both developed by the European Union

in 1992. Japanese consumers can trace back the food item by tagging products that

can be read with a cell phone. Some local food producers have also included the

pictures of themselves to provide reassurance to the consumer [21].

Specialty food stores based on the 7-Eleven business model, not Wal-Mart, are

gaining appeal [19] as seniors find it more convenient to shop close to home rather

than traveling farther away to discount stores offering a huge selection. Small and

medium-sized retailers hold a large market share and are expected to dominate in

the future. Convenience stores in rural towns with a large concentration of seniors

are becoming senior-friendly stores, by changing the food menu to cater to older

persons’ taste, widening aisles, lowering shelves, enlarging price labels, installing

blood pressure monitors, and stocking more goods for seniors [22].

Pets

Japanese people’s attitudes toward pets have changed from “animals” to “family

members” due to decline in family size, increase in the number of empty-nest

households, and population aging. Following a recent but explosive pet boom,

Japan now has more dogs and cats than children, over 13 million dogs in 2007 or

an increase of 6.6 million in 10 years [23]. This market is assessed as a “trillion yen”

($9 billion) market and is expected to grow even larger. The popularity of pets has

triggered vigorous demands in related industries, including pet food, books and

magazines, pet insurance (for health/medical care), pet training and camps, groom-

ing, pharmaceuticals (including vaccines, medicines and vitamin supplements),

veterinary services, hotel and leisure services, and clothing. Unicharm PetCare

Corporation, for example, is a producer of high-value, high-margin products and

has become the largest Japanese-owned marketer of pet foods with over ¥30 billion
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($255 million) in sales annually, entirely from domestic sales, targeting different

consumers with small dogs, senior dogs, and overweight dogs [24].

The pet business has the potential to improve the quality of life among older

adults [25]. Living with pets is known to improve the well-being of older adults

because of benefits such as countering feelings of loneliness and provision of social

interaction. Owning pets helps regulate the daily routines of elders, and pets induce

more physical activities, help maintain emotional balance, and provide objects of

affection, leisure opportunities, and extended circles of friendships.

Robotics

Rapid population aging, smaller family size, and declining work force have all led

to a new robot revolution. According to the Ministry of Economy, Trade and

Industry, the Japanese robot market is expected to grow to $55 billion by 2025,

and three-quarters of this market would be for service robots [26]. Japan had an

early romance with robots. Tetsuwan Atom (Iron Arm Atom or Astro Boy) began as

a successful comic strip in the 1950s, followed by Tetsujin No. 28 in a 1963

television series, and Doraemon, a robotic cat. Doraemon was one of the most

famous manga characters in the 1980s and became a cultural icon in Japan.

Japanese tendencies to anthropomorphize machines are critical to our under-

standing of their attitudes toward, and embrace of, new technology, including

robots. Machines have become companions in everyday life whether they are office

machines, factory robots, or automobile navigators. Tamagotchi (virtual/digital

pets with morals and ethics), created in 1996, illustrate the scale of business and

people’s attitudes toward a mechanical pal. More than 13 million Tamagotchi were

sold in less than a year. Between 1996 and 2007, some 37 versions of Tamagotchi

were made and sold [27, 28].

Japan is “a kingdom of robots” [29]. Factories use over 410,000 robots, and

Japan, a major exporter of robots, accounts for 60% of the world’s supply, with an

additional $4.4 billion worth of other robots. A robotic entertainment dog, AIBO,

introduced by Sony in 1999, turned out to be Sony’s biggest success in years [30].

AIBO is an autonomous robot integrated with a computer, vision system, and

articulators. It is equipped with 100 voice commands and can learn and mature

from interaction with its owner and the external environment. Owners enjoy teach-

ing their robotic pets new behaviors. Priced at $2,500 each in 1999, all 3,000 units in

Japan sold out in just 20 min, and 2,000 units sold in 4 days in the USA. Exceeding

expectations, Sony provided 10,000more AIBO units for sales in Japan, Europe, and

the USA in late 1999 [30]. Other robots include NEC’s R-100, a toddler-sized robot

on wheels that can turn on the TV, send and receive email, and do a little entertain-

ment. Mitsubishi, OMRON, and Matsushita have robot pets that send reminder

messages for taking medications. These robots are linked to family members,

hospitals, and community centers for monitoring via the Internet. They can fill a

critical void at home in a society where an increasing number of seniors live alone.
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Paro is a furry robotic baby seal, manufactured for alleviating stress and tensions

for people with dementia in nursing homes. It provides amusement and comfort. In

2001 it was listed in the Guinness Book of Records as the “world’s most therapeutic

robot.” Dr. Shibata Takenori, inventor of Paro, carried out trials in nursing homes

and hospitals in Denmark, Italy, Japan, and Sweden. Paro looks like a harp seal pup

and is 57 centimeters long, weighs 2.7 kg, and has a plump white body. It is

equipped with sensors and responds to petting by fluttering its eyes and moving

its flippers. Hand-attached eye lashes and hand-trimmed facial fur makes the face of

each Paro unique. Danish nursing facilities will be equipped with 1,000 Paro by

2011 [31]. When sold as medical equipment, it is priced at ¥350,000 ($3,180).

Service robots will probably become part of everyday life in the near future and

will make homes safer and assist in care giving. At present, service robots perform a

wide variety of tasks such as cleaning, making coffee and serving tea, making the

bed, and even feeding. A sophisticated type of service robot is the personal assistant

robot. According to Research Horizon Magazine [32], the global market for per-

sonal robots is growing at 400% per year. Japanese companies are developing

robots that can communicate better and incorporate sophisticated functions. A

confluence of smart materials, low-cost, high-speed computing power, complex

wireless communication systems, improvements in batteries, and continuing

research on human–robot interactions (especially perception and reliability) are

making this industry explosive. Over 100,000 visitors went to see service robots in

just 4 days at the international robot exhibition held in Tokyo in November 2009,

demonstrating rising interests in service robots [26]. For many Japanese, a robot

will soon become as indispensible as a mobile phone.

Senior Care Appliances

The Sanyo Electric Company introduced its first robotic ultrasonic bath at the 1970

World Expo in Osaka. It was a full-body contraption for wash, clean, rinse,

massage, and dry in 15 min. In 2004 Sanyo introduced a new elder care product,

the human washing machine. According to a New York Times article [33], residents
of nursing homes welcome the new technological help because the machines warm

the whole body and protect their privacy. For staff members, it means less lifting of

residents and physical burdens. The user sits in a chair that is rolled backward into

place. The sides of the machine then close like a clamshell, forming an instant tub

with the person’s head sticking out the top. Shampooing and hair drying is done by

hand. The human washing machine was developed by Mitsuru Haruyama, a

businessman crippled by muscular dystrophy [33]. Another robotic bath introduced

in Japan in 2008 is Avant’s Santelubain 999 (sonic washing machine). Instead of

showing upright, one lies down to get body shampoo and shower, heat and steam,

and sound therapy [34].

Other examples that integrate modern technology include a robot suit, HAL

(hybrid assistance limb) [35]. It was developed by engineering professors at
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Tsukuba University. HAL is a computerized suit with sensors that weighs 22 lb and

is belted to the waist. It helps people with mobility problems and became available

for rent in 2008 for $2,200 a month [36]. HAL also assists people with a variety of

daily activities of living, such as standing up from a chair, walking, climbing up and

down stairs, and lifting objects. These devices and others in development will push

Japanese sales of domestic robots to $14 billion in 2010 and $40 billion in 2025

from nearly $4 billion currently, according to the Japan Robot Association.

Although human washing machines cost almost $50,000 a unit – enough to pay a

year’s wages for two immigrant nurses – they save money in the long run and make

care-giving tasks less labor-intensive. These practical applications of new technol-

ogies in care-giving offer promising solutions for the future. Fueling the demand

are the decision by the government to push for home care and rehabilitation to

promote more independent living among the elderly, rapid changes in family

structure, and older adults’ desire for independent living with a high quality of life.

Funerals

The industry is being transformed from religious ritual to a thriving death industry

[37]. This industry is estimated at $1.7 billion, and the cost of funerals in Japan

ranks among the highest in the world [38]. In 2006, the average cost of funerals

ranged between ¥1.5 and ¥3 million ($15,000–$30,000).

Traditionally, funerals are organized by a neighborhood association and held in

people’s homes. However, due to changes in family structure and community

networks, the use of packaged funeral services at franchised ceremonial halls has

gained popularity. Hotels and railway companies have entered the market, further

diversifying the types of services offered. These changes have also altered the

pricing of funerals. It used to be socially improper to discuss the cost of funeral

arrangements in advance. A 2005 study by Japan Fair Trade Commission found that

96% of the respondents were not given options in service and price when they made

funeral arrangements. More recently, the industry began offering transparent pric-

ing, and pricing has become competitive.

Japan’s custom of ancestor veneration entails the continuity of family line and

connections to family members. Family graves are the place where the dead are

housed and remembered; graves are maintained and visited regularly. However,

with falling fertility rates, increasing frequency of divorce, and increase in single-

person households, people are concerned about their descendants’ ability to care for

the dead. In 1997, a movie entitled Ohaka ga nai! (I have no grave for myself)

depicted modern grave-related problems (haka mondai) [39].
A variety of new businesses have emerged in response to haka mondai. Time of

death has become a predictable event with the advancement of medical technology,

enabling people to make funeral arrangements in advance. One prominent example

is a permanent ritual care (eitai kuyo) in cemeteries. These graves are permanently

cared for, usually for 33 years after death. Such care primarily targets people
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without successors or those who feel they could not expect ritual care from their

children. A quick Internet search for eitai kuyo (written in Japanese) by the author

of this paper found 265,000 sites providing information and/or such services. They

advertize basic services for permanent ritual care as low as ¥10,000 ($100) per

person in 2010.

Summary and Conclusion

In this chapter I have questioned demographic predictions of a societal catastrophe

based on the aging of Japanese society. This popular view is based on a static view

of the capacities of the population, economy, and institutions. Instead, this chapter

has focused on the social aspects of demographic changes involving family struc-

tures, living arrangements, and the older generation’s attitudes towards independent

living and consumption. It has drawn out some business implications for the

productivity-enhancing social and organizational changes in the context of the

transformation from a Fordist to post-Fordist economy. The distinction between

the Fordist and post-Fordist economies shifts our focus to the future expansion in

the carrying capacity of technology-based service industries and consumption

capacity of the older population. I have argued that the current and future genera-

tions of the older population tend towards active aging and are in a position to

consume more than is currently assumed. Quality of life becomes an important goal

in the post-Fordist economy, creating new demand for more selective goods and

services. An increase in the older population creates demand for new industries in

the silver industries and increases consumption. Population aging requires adjust-

ments in markets, corporate practices, and government policies, but it should in no

way be interpreted as the bankrupting of Japan’s economy.

To illustrate elements of the transition from a Fordist to post-Fordist economy,

this chapter has reviewed a number of emerging silver industries, including housing

and real estate, food and food safety, pets, robotics, senior care appliances, and

funerals. The robotics and senior care appliances markets are based on the intensive

use of new information technologies, and demonstrate future improvements in

quality of life among senior adults.

Significant attitudinal and behavioral changes among older adults have often

been overlooked. The older Japanese population is healthy and is a vital resource to

society as volunteers, care givers, childcare providers, and consumers. Goods and

services that promote active and healthy aging as well as those that meet the needs

of changing family structures are some of the key factors that will ensure the

success of business in the Japanese market.

There are three lessons to be learned from this chapter. First, today’s older

population constitutes a distinctive and capable force affecting the Japanese econ-

omy and society. Second, the current generation of older persons has fueled demands

for diverse goods and services as they tend toward an independent life-style and
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quality of life. Third, the demands for innovative goods and services are mediated by

social and cultural sensitivities to the issues of living and dying.

As the first country to test innovative solutions in the silver market, Japanese

experiences have several lessons for other countries. First, the social and cultural

dimensions of aging should not be overlooked. Technological innovations and

adaptations are modulated by social and cultural contexts of aging in any society.

They condition the relationship between demographic changes and societal con-

sequences. Japanese willingness to adapt to modern technological solutions

described in this chapter is a good example. Second, Japan’s experience shows

the significance of generational and age-cohort changes that are a key to under-

standing new consumption trends. It is a common error to view each successive

cohort of older persons as an unchanging, static group resistant to new ideas,

products, or services. Third, the rising consumption capacity among the older

population, and their desire to lead a healthy and active aging mean expanding

new business opportunities. Japan provides an excellent testing ground for how new

business can succeed.
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Chapter 25

India: Opportunities and Challenges

of Demographic Transition

Suresh Paul Antony, P.C. Purwar, Neelam Kinra, and Janakiraman Moorthy

Abstract India is in the middle of its demographic transition. The 60-plus age

group (elderly population) is projected to quadruple by 2050, while the 0–14 age

group (child population) remains stagnant. India’s population structure and distri-

bution would then closely resemble that of nations currently with a high aging

index. The high index, as seen now in nations like Russia and the UK, indicates that

the elderly population is larger than the child population. Such changes in the size,

structure, and distribution of the population will have implications for public policy

as well as business. The Government of India has launched a slew of initiatives to

meet this challenge. On the business front, many products and services have been

launched that specifically target the elderly. However, there are many other pro-

ducts and services used by all age groups. These may have to be repositioned, if the

motivations of the different age groups are not similar. Both from the angle of

public policy and business, decision makers in India should closely examine the

experience of nations with a high aging index, and respond to the challenges of

demographic transition.

Introduction

The world is aging rapidly. The population median age has increased from 24 in

1950 to 27 in 2000, and is projected to increase to about 38 by the year 2050. The

elderly1 is the largest growing segment, growing five times faster than the total

population. The elderly by 2050 would constitute 22% of the population from under

10% in 2000, and 8% in 1950 (see Table 25.1).

This chapter is based on the doctoral thesis of the first-named author, approved for award of the

title “Fellow of the Indian Institute of Management Lucknow.”
1We use the term “elderly” to refer to those aged 60-plus years.

F. Kohlbacher and C. Herstatt (eds.), The Silver Market Phenomenon,
DOI 10.1007/978-3-642-14338-0_25, # Springer-Verlag Berlin Heidelberg 2011

339



Population aging2 worldwide will operate at varying levels of intensity, and in

different time frames (see Table 25.1). In the more developed regions, the aging

index will double to 212 in 2050. In the less developed regions (like India) and in

the least developed regions it will quadruple to 99 and 41 respectively. The median

age during the same 50-year period would rise from 37 to 46 in the more developed

regions, from 24 to 37 in the less developed regions, and from 18 to 29 in the least

developed regions. The aging index3 in tandem, worldwide has increased from 24

in 1950 to 33 in 2000 and is expected to increase to 112 by 2050. This indicates that

the younger population is shrinking. It also indicates that the population in the more

developed regions has aged earlier, but the process has been accelerated in other

regions of the world.

We examine in this chapter the facets of demographic change in India. We also

discuss the strategic role of demographic analysis in market planning. Demographic

change has two important implications for marketing – development of new

products and services, and repositioning of existing products and services. Here

we highlight some of the responses of marketers in India. Finally, we draw some

lessons for countries in the early stages of demographic change.

Table 25.1 Population aging by regions 1950–2050 [1]

Region Year Population distribution by age (%) Median

age

(years)

Aging

index0–14 years (child

population)

15–59 years

(working

population)

60-plus years

(elderly

population)

World 1950 34 58 8 24 24

2000 30 60 10 27 33

2010 27 62 11 29 41

2050 20 58 22 38 112

More developed

regions

1950 27 61 12 29 43

2000 18 62 19 37 106

2010 17 62 22 40 132

2050 15 52 33 46 212

Less developed

regionsa
1950 37 56 6 22 17

2000 33 59 8 24 23

2010 29 62 9 27 30

2050 20 59 20 37 99

Least developed

regions

1950 41 54 5 20 13

2000 43 53 5 18 12

2010 40 55 5 20 13

2050 27 62 11 29 41
aIndia’s population parameters fall within those of the less developed regions

2Population aging is the process by which older individuals become a proportionally larger share

of the total population. At the root of population aging is demographic transition, the process by

which mortality rates decline, followed by fertility declines [2].
3Aging index is the proportion of the elderly to the child population. An index higher than 100,

would imply that the elderly population is larger than the child population [2].
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The Indian Context

India has traditionally been a low-growth economy. However, it has shown signs of

vibrancy over the last several years, and has been able to sustain high growth.

Disparities in income levels that do exist, vary across states, and urban and rural

markets. India has the world’s largest middle class of 200 million, the top 20% of

the population, which may also have high consumption levels. However, over a

third of all consumer expenditure is by about 100 million people, the top 10% of the

population. They could be classified as big-ticket buyers, and may be fuelling the

growth in the economy. The penetration of “utility” goods is much higher than

luxuries, comfort, and high-lifestyle commodities [3].

India, with the world’s second largest elderly population, next only to China, is

in the middle of its demographic transition [4] (also refer to Table 25.2). Its

population parameters fall within those of the Less Developed Nations of the

world (Table 25.1). The aging index is expected to rise to about 107 in 2050,

from 14 in 1950 and 19 in 2000. At 38 by 2050, India’s median age would equal the

world’s median age. Since the beginning of the twenty-first century, the elderly

population in India has grown faster than the total population. This growth rate is

expected to be sustained until 2050, for which projections are available. Despite this

high growth rate, the elderly population numbered just about 20 million in 1950.

However by 2000, while the total population trebled to over 1 billion, the elderly

nearly quadrupled to 70 million. The working population has grown at much the

same pace as the total population, while the child population has grown at a much

slower pace (Table 25.2).

In the next 50 years, it is expected that while the total population and also the

working population will increase by half, and the child population will not grow,

the elderly population will again quadruple. The elderly at about 316 million would

be larger than the child population at 294 million. The elderly would by then have

become the second largest age group after the working population (Table 25.2).

This indicates that the younger population in India is shrinking as well.

Table 25.2 India’s aging population 1950–2050 [1]

Year Population distribution by agea Total Median

age

(years)

Aging

index0–14 years

(child

population)

15–59 years

(working

population)

60-plus years

(elderly

population)

1950 139 (37) 212 (57) 20 (5) 372 21 14

2000 365 (35) 608 (58) 70 (7) 1,043 23 19

2010 374 (31) 749 (62) 92 (8) 1,214 25 24

2025 354 (25) 919 (64) 159 (11) 1,431 30 45

2050 294 (18) 1,004 (62) 316 (20) 1,614 38 107

Growth (1911–1950) – – 9 (74) 120 (48)

Growth (1950–2000) 226 (162) 395 (186) 50 (248) 671 (180)

Growth (2000–2050) �71 (�19) 397 (65) 246 (352) 571 (55)
aFigures in millions and percentage in parentheses

25 India: Opportunities and Challenges of Demographic Transition 341



Within the country, however, there are variations. The proportion of elderly to the

total population in rural areas is higher than that in urban areas. Kerala state in South

India has the highest proportion of elderly to total population. The proportion of the

elderly to the population is higher in the southern states, and relatively lower in the

eastern and north-eastern region. It is also higher in Punjab, Haryana and Himachal

Pradesh, which are economically better-off states, relatively. These states and also

the southern states have done well on a number of socio-economic indicators, and

have also been successful in bringing down their population growth rates. Among the

poorest states, Orissa has a high proportion of elderly to total population. This

regional pattern is more or less replicated in both rural and urban areas.

Moreover, there is a significant change of socio-economic circumstances for the

elderly, with the breakdown of the traditional joint and extended family system [4].

The joint family as a traditional social unit took care of the elderly, sick, widows

and orphans. The old age dependency ratio has seen a marginal increase between

1981 and 1991. Here again, there are variations. The dependency ratio4 is somewhat

higher for females than for the males, and much higher in the rural areas than in the

urban areas. The higher ratio in rural areas may be explained by the migration of

individuals in the working age population to urban areas.

India’s population age distribution in 2000 closely resembles the distribution

available in the less developed regions of the world. India’s population by 2050,

however, will more resemble the distribution seen today in the more developed

regions (see Tables 25.1 and 25.2). This also indicates that the age structure of the

population is changing.

This larger problem of aging has two critical concerns. Galbraith states: “The

first is how the individual should respond to the mature years. The second is how

the larger community, including the government, should respond to the needs of the

old” [5]. Drucker [6] has noted that such demographic transition and changes in the

population age distribution have far-reaching implications for retirement and pen-

sions, housing, public policy, health care, labor markets, business, and marketing,

among others. The fiscal gaps that are widening for instance in the USA, Europe,

and Japan could become worse as the baby boomers5 retire [8]. The Reserve Bank

of India has proposed fiscal consolidation to combat the nation’s deficit, which is

expected to be aggravated by an aging population [9]. One illustration of the impact

of population aging is the case of Kerala in India, where the pension bill grew more

than the salary bill, and is causing nightmares [10].

At the public policy level, India has responded to the population aging, at least

in recent times. Formulation of the National Policy on Older Persons [11] is a case

4The dependency ratio is expressed as the number of persons in the elderly population, per 100

persons in the working population.
5Baby boomers are those born post-war between 1946 and 1964 [7]; this definition is applicable to

those born in the USA.
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in point. The Government of India has launched the National Program for the

Elderly [12], with a planned outlay of INR 4 billion6 (US $100 million).

The Government launched the Senior Citizens Savings Scheme in 2004. The

scheme offers higher differential rates of interest, and garnered over INR 80 billion

(US $2 billion) in less than a year [13]. In the 6-month period ended Sep 2009,

deposits garnered by the Department of Posts alone under this scheme, quadrupled

to INR 30 billion (US $750 million) [14]. In a recent budget [12], the Government

extended income tax concessions for investments made under this scheme. The

objective is to offer safety and reasonable returns to this vulnerable group, which

saw erosion in real incomes due to falling interest rates.

This has become critical to the welfare of the elderly as many of them, more so in

the unorganized sectors of employment, do not enjoy pension benefits and depend

on interest income derived from investment of retirement benefits. Moreover, social

security measures in India are in a nascent stage.

Many financial institutions have responded to the needs of the elderly. HDFC

Bank has, for instance, stipulated lower minimum balance requirements on savings

accounts across rural and urban branches for the elderly [15]. Even though com-

mercial banks have recently announced cuts in interest rates on term deposits, they

continue to offer preferential rates to the elderly [16, 17].

The National Old Age Pension Scheme was introduced by the government in

1995 to address the issue of social security for the destitute. The rechristened Indira

Gandhi National Old Age Pension Scheme enlarged its scope in 2007 to cover all

the elderly below the poverty line. Some 16 million elderly, about 20% of India’s

elderly, would benefit [18]. In a recent union budget, the government allocated INR

34 billion (US $861 million) for this scheme [12].

Another related issue has been the lack of liquidity for the elderly. To own a

home is a fundamental aspiration for the great majority of the Indian populace, and

many manage to acquire one while in employment. Many of these acquisitions are

funded by housing loans that are freely available. Late in the family life cycle, many

families spend large sums on the education and marriage of children. Finally, after

retirement, many are left with few options that give a steady stream of cash inflow.

The Government of India has launched the Reverse Mortgage Scheme to provide

financial income for the elderly who own homes, but who do not have sufficient

income [19]. The government has further proposed that revenue streams received

by senior citizens would not be treated as income for tax purposes [12]. Further, the

National Housing Bank has recently launched a life-long reverse mortgage annuity

facility for the elderly. This is an improvement on the earlier scheme, which had a

20-year limit on payments [20]. Central Bank of India, in a tie-up with Star Union

Dai-chi Life Insurance has launched CENT Swabhiman Plus under this improved

scheme [21, 22]. This would make the scheme much more attractive.

The government allocated INR 7 billion (US $175 million) for public health to

focus, among others, on the national program for care of the elderly and their

61 USD (US $) is worth about 40 INR (Indian Rupee).
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rehabilitation [23]. During the eleventh plan period 2007–2012, the government

proposes to set up two National Institutes of Aging with eight regional centers, in

addition to a department of geriatric medicine with one center each in every state.

Some private hospitals have already added geriatrics wings [24].

The impact of demographic transition on the structure and age distribution of our

population will also impact consumer markets. We discuss this impact in the

following section.

Demographic Analysis

Demographics explain 2/3rds of everything. They help predict which products will be in

demand. . . (David K. Foot, Canadian demographer cited in [25], p. 188)

Demographics, the most important variable, describe and provide statistics that

study population in terms of size,7 structure and distribution.

Market Planning

Demographic analysis is the first step in market planning. Demographic trends are

more reliable than other variables in the study of consumer behavior [25]. Demo-

graphic profiles are relatively straightforward, and a great deal of information is

available on the various characteristics of various segments, for instance, the size

and economic power of teenagers. Consumers buy products like many others of the

same age group or life stage. They have many commonalities like shared values

and cultural experiences [27]. But, responses to offers within age groups may differ

[7, 28, 29]. While within-age-group differences may be large, between-age-group

differences may equally be large and significant.

Demographic profiles are useful when we do not have enough knowledge about

a market or when a market is evolving [25]. It lends itself relatively efficiently to

media targeting, since data is available on the demographic characteristics of most

media audiences [30].

When marketers need more insights than can be obtained from demographics,

psychographics and personality variables help to identify, and define a segment.

Demographic profiles are combined with other profiles like psychographics to form

market segment descriptors. In such a sense, age is used as a proxy for other

fundamental differences in consumer behavior [25, 31].

7Size is determined by fertility and birth rates, life expectancy and death rates, and migration, and

refers to the number of individuals in our population. Structure describes the population in terms of

variables like age and gender. Distribution refers to the geographic location of individuals in the

population [26].
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Demographic analysis also raises questions about macro-marketing, marketing

from the society’s point of view. Issues like consumer vulnerability and other

consequences of marketing action become critical here. While the study of consumer

behavior is focused mostly on micro issues, its roots are in macro-marketing [25].

As the population ages, demand for healthcare, nursing, retirement homes and

such products and services targeted specifically at the elderly is bound to increase.

While the share of the child population in the total population is shrinking, its

importance may not decline. With small families becoming the norm, parents may

be more able to spend on high-quality products and services.

The elderly or “young-again” market is a rapid growth segment worldwide (see

Tables 25.1 and 25.2). Empty nests, more disposable income but fewer opportu-

nities to spend, the luxury of time, and accumulated chronological age and experi-

ence characterize this segment [25]. On the flip side, rising inflation could cause a

drop in real incomes.

It is clear that this demographic transition opens up opportunities as some age

groups increase in size and economic power, and threats as others decline at least in

size. We discuss the implications of this transition in the following section.

Marketing Implications of Demographic Change

Two important dimensions of the marketing implications are discussed here – new

product and service development, and repositioning and branding strategies.

New Product and Service Development

If the needs of the elderly are not met in full, or only partially, and if the segment is

substantial and profitable, marketers may choose to offer new products and services

targeted specifically at the elderly. Offerings for instance could be refurbished and

elderly-friendly bathrooms, special tour packages, cosmetics, healthcare, retire-

ment homes, and pension funds. It would appear that marketers have responded

well to this dimension.

A scientist at the Bangalore-based National Institute of Mental Health and Neuro

Sciences (NIMHANS), for instance, has reportedly developed an herbal drug to

arrest cognitive decline in the elderly [32]. A magazine for the elderly, Harmony,
has been launched by Tina Ambani with India Today [33]. Four-seater electric cars

called buggies, low-floor buses, buses with facilities for wheelchair-bound passen-

gers, smart card-based bus passes for the elderly are some of the launches [34–36].

Housing is another area that has seen a slew of initiatives. A variety of projects

catering to different economic levels have been launched across the country

[37–39].
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Many tour and hotel packages specifically targeted at the elderly have been

launched [40, 41]. Leading tour operator Cox & Kings reports a rise in the number

of foreign tour package bookings by the elderly [42]. Air India has recently

announced a 20% discount on air fares for the elderly [43]. Informal discussions

with financial services industry professionals indicate that the elderly form a

growing and influential client base for such services as online share trading and

mutual funds.

In-depth interviews with leading retailers of consumer durables in Lucknow8

revealed that retailers were familiar with the demographic group of the elderly

consumer. This had two nuances. Firstly, that the elderly were identified as a

distinct segment, with differing motivations. Secondly, that the elderly were

being seen visiting showrooms in sizeable numbers, and making purchase decisions

jointly.

The question “What do senior citizens buy from your store?” elicited spontane-

ous responses: “Oh, they buy almost everything that younger persons buy.” The

assortment was as varied as refrigerators, air conditioners, microwave ovens,

household furniture (including computer tables), relaxation products, toasters, and

audio and video products. In addition to watches, jewelry, garments, sweetmeats,

and gifts.

We were then interested to know whether younger consumers bought the same

type of products. This question also drew insightful responses. For instance, in the

Godrej store: “the elderly prefer the Storwel brand of almirahs,9 and the younger

the Slimline brand.” Slimline is sleeker and sports a modern, sophisticated look. We

could surmise that the elderly prefer Storwel, it being a retro and well-established

brand. It is plausible that Slimline has chosen not to target the elderly. We do not

know whether this is a well-deliberated dual brand strategy by Godrej to distance

the two brands in an apparently age-neutral10 product category.

Other product categories with similar age differences are dining tables and sofa

sets. While the younger prefer tables with glass tops, the elderly prefer wooden

tops. In sofa sets, the younger preference was for plushier, luxurious sets. We could

gather that similar differences in preferences exist in the Titan range of watches.

The Regalia and Royalle brands of watches, in the price range of INR 2,000–5,000

(US $125 to 313), were preferred by both the younger and the elderly. However,

there appears to be a distinct preference by the elderly for the Nebula brand. The

prices range from INR 21,000 to 80,000 (US $525–2,000). We do not know if they

are being bought to be given away as gifts, as in the case of sweetmeats. Blackwell

et al. [25] also note that the elderly make excellent prospects for luxury goods,

travel-related products and services, and financial services.

8Lucknow is the capital city of Uttar Pradesh state in North India.
9Almirahs or cabinets are made of wood or metal. The Godrej range is made of metal. Almirahs are

a must-have in every Indian home. They are used to store precious jewelry and garments.
10Product categories that are commonly used by all age groups are said to be age-neutral, like the

common variants of toothpaste, or almirahs. In contrast, other product categories like adult diapers

are age-specific.
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There are also other product categories that are relatively new, such as cellular

(mobile) telephones and digital cameras, and probably with a high degree of

technology where surrogate decision-making is indicated. Many of these products

are popular with the elderly. However, for instance to store phone numbers or to

make decisions like renewals of service or purchase of instruments, the elderly rely

on younger members of the family.

These insights are anecdotal, and need to be validated with rigorous research. It

is, however, significant to note that at least the retailers seem to be aware of age-

related differences in product preferences. However, a holistic and concerted

strategy designed by the manufacturer is not evident as yet. For instance, we have

not observed any special sale for the elderly, or signage that better accommodates

the needs of the elderly.

Economic Times notes that the elderly are being targeted by marketers, but that

understanding the requirements of the elderly is difficult [44]. This could imply that

marketers are comfortable marketing products and services specifically used by the

elderly like old-age homes. They might not have paid much attention, however, to

understand their differing motivations, and so have not come to terms with market-

ing products and services in age-neutral categories. We discuss in the following

section the need for repositioning in such categories.

Repositioning and Branding Strategies

The shrinking of the younger population “will change markets in fundamental

ways. Growth in family formation has been the driving force of all domestic

markets in the developed world” [45]. Marketers would then have to make signifi-

cant reorientations. Loudon and Bitta [46] recount the case histories of companies

like Walt Disney, Gerber, and Coca-Cola, which shifted focus from younger age

groups to an older customer franchise. Such drastic reorientations were necessitated

by the reality of a shrinking young population.

In India, Cadbury Dairy Milk as a brand has extended its customer franchise,

from the traditional children segment to include youth. In a telephone interview, the

company spokesperson suggested that Cadbury Dairy Milk was at present targeting

the youth franchise. Its advertisements in recent times have featured as the brand

spokesperson the film star, Amitabh Bachchan, considered a youth icon in India. It

is remarkable that he is seen with graying hair and beard. An analysis of the

advertisements for Cadbury Dairy Milk over the last few decades clearly indicates

the transition that the brand has made from a child to an adult customer franchise.

Many other advertisements also carry Amitabh Bachchan as the brand spokesper-

son. This also has to be viewed in the context of old-age stereotypes in society.

Household consumer expenditures will change significantly due to the

varied product assortments demanded by different age groups. For instance, the

elderly may spend more on over-the counter drugs and personal care products [46].
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It is important to note that while the two age groups may share many assortments,

its size may vary.

Products typically targeted at the younger consumer, such as chocolates, could

be repositioned as an elderly consumer offering. The offering may thereafter

become unattractive to the current younger customer franchise, if the elderly

consumer were also to be targeted. This is a critical issue that cannot be glossed

over, since for many marketers the younger customer franchise is the predominant

segment being served currently.

Summary and Conclusion

Not many marketers are sure of the strategies to be employed [7]. Kennett [47]

observes that, compared to other industries, the financial services industry is slow in

implementing strategies targeted at the elderly. This may well be true of other

industries as well. Moreover, the highly regulated nature of most services, like

telecommunications, land and mobile telephony, and financial products may make

it inherently difficult to vary services.

The younger age group presently accounts for a large share of consumer

expenditure, and also receives a large share of marketing attention. With many

product assortments shared by different age groups, marketers would have to

examine whether products need to be repositioned for the elderly consumer. It

then becomes critical to understand the motivations of elderly consumers. Given

this demographic and marketing context, can the existing knowledge on behavioral

responses be extended to elderly consumers? It is plausible that marketers lack

knowledge and experience to develop a marketing strategy targeted at the elderly,

more so for product and service assortments shared across different age groups.

It is plausible that many marketers, at least in India, are yet to come to terms with

an aging population, it being a recent phenomenon. This age group has not been

large enough to merit attention earlier – 20 million in 1950, 70 million in 2000, but

projected to reach 316 million by 2050. The proportion is steadily increasing, and is

estimated to reach 20% in 2050, larger than the child population (see Table 25.2).

Their numbers have quadrupled over the last 50 years and are expected to more than

quadruple again in the next 50. The total population, though, would increase only

by half. Even worldwide, their numbers and proportions have not been large until

now, more so in comparison with the younger age groups.

“Older” Indians may yet account for a quake in life-cycle spending patterns.

Their spending is expected to rise faster than in any other age group, fuelled by a

more educated and affluent generation entering senior citizen status [48]. However,

it is to be recognized that not all older Indians may account for the quake.

Financial insecurity in old age is an area of concern that has been articulated in

detail in the National Policy on Older Persons [11], and that also has implications

for marketing. The situation has been exacerbated for a number of reasons: the
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growth of small and nuclear families, migration to urban areas, and the changing

role of women in the workplace, among others. One-third of the population is below

the poverty line, which is the bare minimum for subsistence. Another one-third is

above it, but still belong to the lower income group. That leaves the middle class

and upper income groups.

The National Policy on Older Persons [11] recognizes the fact that a large

proportion of the elderly would be:

. . . middle and upper income groups, be economically better off, with some degree of

financial security, have higher professional and educational qualifications, lead an active

life in their 60s, and even first half of the 70s, and have a positive frame of mind looking for

opportunities for a more active, creative and satisfying life.

It is comforting that the Government of India has affirmed to develop policy

instruments for the elderly disadvantaged. As noted earlier, in the last few years

several initiatives have been taken. Cumulatively, these could possibly have a

cascading effect on consumer spending and open up hitherto unexplored markets –

provide staples at affordable prices. The numbers at the bottom of the pyramid are

huge, over 100 million by 2050. It is an opportunity and challenge that marketers in

India cannot afford to miss.

Anticipating such trends is not enough. It is to be seen how society at large and

marketers in particular will respond to the demographic transition. While some

initiatives on the public policy front are clearly visible, concerted efforts are still

needed to address the issue of aging in India, more so given the large inequalities in

income levels, dependency ratios, and aging index, across regions and gender in

particular. It will be instructive to share the experiences in particular with other

nations in the less and least developed regions.

More importantly, the aging index in India by 2050 is expected to exceed 100,

and the structure and distribution of her population would resemble nations like

Russia, the UK and Ireland, and Sweden as seen today; these nations presently have

an aging index higher than 100. It can be safely surmised that India is about 50 years

behind such nations in demographic transition.

Therefore, from the perspective of both public policy and business, it would be

expedient for countries in the early stages of demographic transition (like India) to

closely look at the situation and experience of these nations. Secondly, measures

should be put in place to meet the consequences of population aging.
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Chapter 26

Silver Markets and Business Customers:

Opportunities for Industrial Markets?

Peter Mertens, Steve Russell, and Ines Steinke

Abstract Demographic change will pose distinct challenges for companies. The

ratio of people over 65 years of age will rise in all triad countries. At the same time,

the number of younger people, and thus recruits in all education levels, will

drastically decline in Japan and Germany. In the USA, a shortage of highly skilled

and educated workers is expected. The employment rate of aged people will

therefore rise. Companies can react on many different levels. On the one hand,

they can make it a business opportunity by developing and selling products and

services that support older people. On the other hand, companies will have to cope

with fewer younger workers. We discuss several ways to do this (1) to prevent loss

of skills from retirement, (2) to accommodate older workers, and (3) to survive with

fewer workers. These could lead to Business-to-Business (B2B) products and

services that can help companies to solve the issues involved. We look at these

possibilities in turn, and find that they each lead to ideas that have one or more of

the following properties (1) they are actually Business-to-Consumer (B2C) pro-

ducts, (2) they are management or organizational solutions or services, and/or (3)

their benefits are not specific to older workers but benefit all employees. Thus, we

are led to the conclusion that the technical products best suited for the B2 Industry

silver market will not be “silver-specific” products, but products “designed for all”

with an emphasis on usability and problem solving.

Introduction

Demographic statistics show that the ratio of people over 65 to those under 65 will

increase by a factor of two in all triad countries (Fig. 26.1).

This effect will have a severe impact on many parts of society. There will be

challenges in the financing of retirement and health care, and there will be shifts in

the purchasing behaviors of shifting consumer groups. In this chapter, however, we

will concentrate on the impacts on companies. These impacts include a shortage of

younger workers, and a shift towards a higher numbers of older workers. We will
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DOI 10.1007/978-3-642-14338-0_26, # Springer-Verlag Berlin Heidelberg 2011

353



briefly summarize our conclusions on the consequences, and how these may lead

to B2B (business-to-business) business opportunities. However, we first would like

to take a more detailed look at the statistical data.

Although the forecast above requires assumptions on future birth rate statistics and

migration, implications for companies with regard to their workforce are unambigu-

ous, because the 20-year-olds to be hired in 20 years have already been born.A look at

the age “pyramids” of Japan, Germany, and the USA tells an indisputable story.

In Japan, a very pronounced baby boom in the years after World War II led to a

maximum population increase. This group is now going into mass retirement.

Accordingly, one of the major concerns about demographic change in Japan is

the retention of the knowledge and skills of these retiring baby boomers (see, for

example, [4]). This situation is very similar in the USA.

In Japan, an additional effect can be seen: although the baby boomers had fewer

children than their parents, their sheer number produced an “echo baby boom”.

However, the birthrate has kept declining, leading to an extremely low birthrate for

echo baby boomers. The number of newborns is still shrinking, and in 2006 Japan

saw the first year of negative population growth.

This effect is less pronounced in the USA and Germany. However, although the

number of children in the USA seems to be more stable, companies there still report

shortages of highly skilled and educated workers.

This can also be seen very strikingly in Japan, where we already see a decline of

engineering students. From 2001 to 2006, this number declined from 463,000 to

425,000, a decline of more than 9% [5]. This is in spite of growing numbers of

foreign students, especially from other Asian countries, accepted in engineering

departments in Japan.
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Fig. 26.1 Old-age dependency ratio; defined as the percentage of people aged 65 and over

(retired) compared to people between 15 and 64 (working-age population) [1–3]
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In Germany, the baby boom was later than in either Japan or the USA, so that

some of the challenges treated here will become acute about 5–10 years later.

However, it is forecast that when the population in Germany begins shrinking after

around 2010, their labor force will shrink twice as fast [6, 7].

As a prosperous economy requires growth, this situation requires a solution. As

the example of the USA shows, immigration and higher female participation in the

workforce can be only partial solutions.

Therefore, in all countries mentioned, the employment rate of older workers is

expected to rise. To get a feeling of the severity of the change, we offer some telling

data [2, 8]:

l In the USA, more than 25% of the working-age population will have reached

retirement age by 2010, resulting in a potential worker shortage of nearly

10 million people.
l The number of the total US workforce aged 55 or more will increase from 21.8

million in 2003 to 31 million in 2010, a growth rate four times faster than that of

the overall workforce.
l In the European Union (EU), the number of elderly people (age 60þ) will

increase by almost 50% between 2005 and 2050. In absolute numbers this

means around 151 million in 2005, around 198 million in 2025, and around

226 million in 2050 [2].
l The EU workforce with ages from 15 to 59 will shrink from 462 million in 2005

to 405 million in 2025, and down further to only 330 million in 2050.

Figure 26.2 shows that Japan and USA already have a quite high rate of

employment of older workers. However, in the EU, an increase of this rate will

be needed in order to tap the big potential of the additional older employees.
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Fig. 26.2 Employment rate by age [1, 2, 8, 9]
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The facts of demographic change pose both challenges and opportunities for

companies. How companies can respond to these challenges is now a very active

research field, and it has been treated in many publications, for example [10–13].

According to Mertens et al. [12], the challenges can be grouped in five categories:

1. Ensuring innovativeness

2. Retaining older workers and expertise

3. Accommodating older workers

4. Reducing company costs and risks

5. Other issues

The paper also contains a number of recommendations for company actions.

This chapter aims at discussing business opportunities for companies arising from

demographic change, but restricted to the B2B case. We see two broad categories of

B2B business ideas that can be defined as:

1. Improving business success by supporting employees in older age groups.

2. Improving business success by helping companies cope with the challenges

posed by demographic change.

We will address these two areas in turn.

B2B Business with Products Supporting Employees

in Older Age Groups

This topic relates to products that older people use or are confronted with, or that

are designed specifically with them in mind. Some of these products are not bought

directly by these older persons, but instead by companies selling or catering to

them. We briefly look at two major categories of this kind:

1. Components for products, where these products are ultimately bought and used

by older people

2. Products for the healthcare and elderly care markets

Components for Products That are Sold to Customers: Where
These Customers Use, Package, or Otherwise Resell These
Products Ultimately to the Silver Market

In this first category, some examples are:

l Automotive components: As retired people become more numerous, and also

much healthier than they used to be in most of the twentieth century, they will

demand self-determined mobility and will use cars in much greater numbers than
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before. Still, on average, this customer group will have specific requirements to

cope with diminishing eyesight, decreased flexibility in body movement,

reduced ability to concentrate for long periods of time, etc. For this group of

customers, car companies as well as automotive supplier companies are

developing features and devices that make it easier and safer to use vehicles.

Examples include seats and doors that make entry more comfortable, safety

devices such as night vision enhancements, parking aids, distance radars, and

signs and instruments in the car which are easy to see and interpret.

These components are usually developed by a supplier OEM (original equip-

ment manufacturer) for the car company.

l Increasingly, older peoplewill become accustomed to the lower costs and the higher

convenience achieved with digital appliances. For instance, ATMs (automatic teller

machines) and other digital public-use equipment (such as airline check-in

machines, vending machines for tickets, and so on) have low or zero usage fees,

yet they help to reduce the complexities and time burdens of banking and travel.

These consumer-support products are usually bought by businesses that are

service providers. The service providers in turn often heavily influence the direction

of further developments in conveniences.

So, both groups of examples, although they are B2B products, have the following

characteristics in common:

l They are designed with a “silver” end user in mind. As such, when looking at end

user requirements, market research, market acceptance, and so on, they should

instead be treated like B2C products. This assertion is further supported by the

need to extensively test these products for safety, utility, and usability with the

intended customer group.
l The B2B customer has a lot of influence on the product design. In fact, this B2B

firm is the customer that deals directly with the end customer.

Therefore such “OEM B2B products” cannot be viewed as a typical B2B

business situation.

Another point of view would stress that many successful B2B companies

emphasize that the best way to help improve the business of the industrial custo-

mers is to obtain an in-depth understanding of the end customer’s needs. This puts

us back into the B2C area, which is covered elsewhere in this book.

Products for the Health Care and Elderly Care Market

This market will be driven by the following demographic and scientific facts:

l The proportion of the world population over 65 will increase.
l The life expectancy will increase in all countries. The most dramatic increases of

life expectancy, as well as number and relative proportion of older people, will

happen in Asia, Africa, and South America.
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l Age-related diseases such as Alzheimer’s, Parkinson’s, diabetes, many forms of

cancer, and others, will increase.
l The health care systems in most developed countries are already financially

stressed.
l Most people needing special care as elderly citizens will be living in poor or

emerging economies, where health and elderly care is challenging even today.
l Dramatic progress in biology and medicine, using genomics, proteomics, and

other technologies will extend life and health.

Today’s hope is that with current technological developments, we will develop

ways to substantially improve the health and care provided to elderly persons. The

focus of efforts here lies in new treatment ideas, as well as efficiency improvements

such as:

Preventive Medicine

l It is much better for the patient, and much more cost-effective, to prevent disease

than to rely on remedial medicine. Promising ideas to do this include an increase

of in vitro diagnostics and telemedicine, as well as novel testing and screening

methods. For example, health officials in Scotland want to help prevent blind-

ness resulting from diabetes by conducting special tests for all diabetes patients.

Authorities are using software from Siemens to call the approximately 300,000

people in Scotland at risk into screening centers, and then to analyze the test

results. In the centers, a screening of the ocular fundus enables doctors to detect

alterations in the blood vessels of the eye very early. Such alterations can

indicate, for example, calcification of the veins, which can be related to cardio-

vascular disease. In the eye, the veins are very small, so that changes can be

detected very early. The images are automatically analyzed with image recogni-

tion software, which identifies alterations and classifies them for the use of

doctors.
l Some examples following this approach are especially well suited for emerging

economies, as portable, simplified devices for testing are being developed that

take advantage of the growing availability of wireless communication in many

countries. The availability of efficient, high-tech but affordable diagnostics can

have an enormous impact, on both developed and on emerging economies.

Personalized Medicine

l Progress in medical science gives us hope that treatments based on the patient’s

personal genomic and proteomic make-up will allow more targeted treatments,

which are more effective and also cheaper. Figure 26.3 shows an example. A

combination of blood tests (in vitro diagnostics) and imaging technology

(molecular imaging) enables personalized medicine (1) A fluid analysis is

358 P. Mertens et al.



performed, (2) in vitro tests indicate disease markers, (3) a PET/CT scan

localizes and characterizes the abnormality, (4) data integration is carried out,

and thanks to knowledge-based IT, doctors determine the ideal combination of

medical treatment, and (5, 6) follow-up with in vitro and in vivo tests indicates

steadily diminishing concentrations of disease biomarkers and shrinking tumors.

This allows personal targeting of treatment, which promises not only to be more

effective, but also helps to select very precisely which of the many (possibly

very expensive) treatments is most promising. It therefore is both a promise of

better treatment and of cost efficiency in health care.
l Healthcare IT. Today, in most hospitals, patient data are kept in many different

forms and places: the manual patient file, X-ray photographs, letters and data

kept in PCs, CT and NMR image files in computers, etc. The hospital personnel

have to review these disparate sources and mentally combine them to form a

state-of-the-art picture of the patient’s situation. The combination of these

disparate data sources across fields of medical specialty is supported by

emerging approaches to computer-based collaboration, automatically translating

field-specific terminologies, and focusing on the key issues in a particular

patient’s time-course of symptoms and treatments. Leveraging modern IT and

communications technologies promises to dramatically improve efficiency in

hospitals and health administration, in cost reductions for patient communica-

tion and monitoring, and in improving the quality of diagnosis and effectiveness

of treatment. Today’s healthcare IT enables the physician to pull together data

from different examinations onto one PC in order to make a diagnosis. At the

same time, the graphical nature of the presentation allows the physician to

discuss diagnosis and treatment with the patient.

In conclusion, the health care and elderly care sectors will be strongly influenced by

demographic change. We believe that companies providing solutions that aim at

Fig. 26.3 Outline of tomorrow’s molecular-based healthcare (1) fluid analysis, (2) in vitro tests,

(3) PET/CT scan, (4) data integration, (5, 6) follow-up with in vitro and in vivo tests
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efficiency in healthcare will be successful providers for doctors, hospitals, health

insurance agencies, and governments. Thus, the health care and elderly care markets

are important opportunities for the B2B and B2G (Business to Government) market.

The driving characteristics of these markets will be determined by sheer numbers

– demographic and financial – and scientific and technical progress mainly in

biomedicine and information technology. These larger scale drivers will be far

more important than any finer-grained personal characteristics of elderly consumers

such as individual health history, exercise behavior, or budgeting and spending

choices.

The assessment of business opportunities in these markets therefore requires a

very specific approach, drawing heavily from a targeted knowledge of health care

economics and biotechnology.

B2B Products for Helping Companies Cope

with Demographic Change

To deal with this field, we suggest a division into three separate categories:

1. Prevention of the loss of skills from retiring workers

2. Accommodations for older workers

3. Survival strategies for business operations with fewer workers

We will analyze each of these categories in turn.

Prevention of the Loss of Skills from Retiring Workers

The area has been addressed in many publications [11–13]. The two principal

action areas are:

l Delaying the time when employees retire
l Preparing for the fact that they will eventually leave

The first of these two has been addressed in detail in the publications cited above.

They call foremost on companies to begin to implement a program addressing the

special needs of older workers. The measures employed are, typically, human

resources (HR) department-based management systems, incentive programs, and

sustained training programs. For example, apart from the protected legal status

sometimes afforded to older workers to discourage age discrimination, HR pro-

grams can reduce distracting business situations such as injuries and interemployee

complaints. Also, by emphasizing the benefits and mandates for cooperativeness

and respect, HR can lay the foundation for a more productive intergenerational set of

contributors. Incentives for sales or production achievements can be accompanied,
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for instance, by recognition for teambuilding and idea sharing in social networks of

contributors. As training technologies evolve, novel opportunities will arise for

acquiring and recovering expertise – such as in virtual world simulations and

game-like scenarios, or role-playing rehearsals of likely business situations.

These actions do not lead directly to B2B sales opportunities, with the exception

of consulting and training to help companies set up their own programs.

The latter business opportunity, preparing for experienced employees to leave,

will require both management solutions (for example, intergenerational teams) and

technical solutions (for example, knowledge management). Here, we observe that

many US and European authors, such as the ones cited above, stress that any

solution must be embedded in the company culture, especially in its HR manage-

ment processes.

For example, retaining knowledge when people leave a company can be best

dealt with by transferring knowledge to younger workers. For this, it is necessary to

have both a culture where sharing knowledge is encouraged, both for the experi-

enced people to share with others, and also for the younger people to respect and

appreciate receiving the information. The development of a more sharing office or

manufacturing-line culture does not follow a simple prescriptive flowchart. Instead,

managers have to be trained and specifically rewarded to make measurable progress

in these interemployee interactions. Instituting the programs and progress metrics

calls for skills derived from operations research and the social sciences, as well as a

careful study of enhanced employee motivation in successful enterprises. Applying

these findings as older employees retire, the entering groups of younger workers can

thereby more fluidly integrate and absorb a larger portion of the possibly lost

lessons and heuristic guidelines.

Next, since companies are subject to competitive pressure, to ensure cost effi-

ciency of the knowledge transfer, a specific process should be in place [11, 12, 14].

Finally, the knowledge transfer process can be aided by knowledge management

and training software and tools. Managing knowledge takes many forms, from

better training manuals and search interfaces to contextually sensitive tools for

ensuring company policy compliance and the focused application of previous

business lessons learned. There are some simple recent approaches that show

promise – such as end-user document and email tagging, mapping of common

domain terminology dependencies (taxonomies and folksonomies), and visual

connectivity-mapping for circles of friends and reliable information sources. It is

often more important to know how to get a human-experience-contextualized

answer through a small set of personal contacts than to try to look up an isolated

fact in a vast words-only database. So, implementing and improving a set of know-

how tools and methodologies will probably give significant competitive advantages

to tomorrow’s globally-contending firms.

Thus, the knowledge transfer process can be aided by knowledge-management

and training software and tools. This is an approach that is especially favored by

Japanese companies [15]. The emphasis on knowledge transfer is currently espe-

cially high in Japan because of the severity of the baby boomer mass retirement

phenomenon.
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In conclusion, helping companies prevent loss of skills from retirement provides

B2B business opportunities for:

l Companies offering consulting and training for people and knowledge-retention

programs
l Companies offering knowledge-management software and consulting

Obviously, these are niche opportunities rather than being capable of driving a

large company’s business.

Accommodations for Older Workers

Today’s older workers are healthier and more motivated to continue working than

those of 20 years ago. Today’s 70-year-olds are in this manner more like yester-

day’s 60-year-olds.

Since there have always been employees aged between 60 and 65, they are not a

new, unknown group in the workforce. Only the ratio of older to younger workers is

changing. Consequently, we do not expect completely new product requirements,

but rather a shift in the relative importance of requirements.

When looking at the literature cited above, it is a very wide field that addresses

this area. Issues addressed include:

l The working environment
l The social working environment (intergenerational teams, travel, etc.)
l Payment schemes, insurance, and pension
l Work schedules: part time, retirement
l Health management
l Lifelong learning and training

All but the first of these issues require solutions in management and processes,

focusing on the HR system of the particular company. Again, this leads to business

ideas for specialized consulting companies, but not for companies dealing in

technical products.

Learning and training are key factors for assisting older workers in their produc-

tivity and self-esteem. Solutions addressing this include knowledge management

systems, which have already been discussed.

Working Environment

Older employees experience deterioration of physiological capabilities and to some

extent cognitive abilities. Workplace design that takes account of an aging work-

force has to address the specific needs of the elderly. Age-related constraints have to

be compensated for in order to maintain the efficiency of work and accessibility of

tools. It is necessary to design a work environment that makes allowances for the

wide range of capabilities of the elderly.
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Accessibility – defined as a product’s capacity to be used by everyone, regard-

less of abilities or disabilities – is important at two levels:

l Older employees need an appropriate physical working environment
l Accessibility of hardware and software at the workplace has to be assured

Physical Working Environment

The major requirements and business opportunities for the design of an appropriate

physical working environment come from the specific health-related needs of older

workers and from various regulatory requirements. Considerations may address:

l Diminished visual or hearing acuity
l Diminished physical strength and endurance
l Higher risk of injury from repetitive work and mobility-related accidents
l Lower tolerance of heat, humidity and noise

Many of these issues can also be addressed by appropriate staffing, and by very

simple measures such as:

l Good ventilation, air conditioning, and temperature control
l Increased illumination of the environment
l Availability of transport equipment (carts, shelves, cranes, etc.)
l Reduced ambient noise
l Increased levels of luminance contrast

Accessibility of Hardware and Software

The efficient use of tools for work by older employees requires appropriate human/

system interactions. Besides sensory (visual, hearing, haptic) and fine motor skill

restrictions, a design for an aging workforce has to also consider age-related

cognitive changes. Not all facets of cognition deteriorate with age. Semantic

memory, for instance, including factual knowledge, is not affected by age. Some

older people actually show better performance in this respect than younger people

[16]. Age-related impairments and capabilities do not apply to all elderly people to

the same extent. They vary from person to person and may occur in different

combinations. Examples of age-related cognitive changes are:

l Decrease in selective attention. Older people have more problems in filtering out

irrelevant information [17].
l Decrease in working memory capabilities [18]. This involves short-termmemory

for temporarily storing and simultaneously managing information. It is required

to accomplish complex cognitive tasks (comprehension, learning, reasoning).
l Divided attention, which allows completion of more than one task simulta-

neously (e.g., operating a machine and talking on the phone), decreases with age.
l Fluid intelligence (necessary for solving new problems), including information

processing (abilities to differentiate, compare, classify), is reduced [19].
l Reaction times get longer.
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Creation of work environments that are accessible to an older workforce starts

with the analysis of user requirements and needs. This includes consideration of

specific sensory, fine-motor, and cognitive capabilities as well as an analysis of the

context of use in the daily work of older employees. Analyzing the usage context of

interactive products includes looking at goals, workflows, task characteristics,

equipment (hardware, software, materials), and the physical and social environ-

ment. The results of this analysis, supplemented by usability and accessibility

standards, provide the basis for the definition of usability (including accessibility)

goals. They are crucial for the subsequent design of the user interface. In the design

process, use may be made of specific interaction technologies and recommenda-

tions that have proven to be supportive for elderly workers. Some examples:

l Multimodal user interfaces compensate for reduced sensory and/or fine motor

abilities. For example, visual impairments can be compensated for by assistive

audio technology such as providing audio output in addition to textual output.

Voice recognition as an input mode might be a substitute for keyboard typing.
l To offset reduced working memory faculties, the interface should present a

reasonably limited number of interaction options at any one time [20, 21].

Extended periods of time looking for information or possible user/system inter-

actions should be avoided. The placement of visual cues in user interface design

can reduce search time.
l Recommended means of counteracting reduced visual abilities are high-resolution

computer monitors, high color contrasts, and minimal demands on peripheral

vision [22].
l Cues such as specifically designed user interface elements can be used to

facilitate the detection of task-critical information (e.g., indicating potential or

actual hazards). Multimodality (using e.g., acoustic or haptic vibro-tactile cues)

increases the effectiveness of cues. Cues lead to a change from selective to

focused attention, which is, unlike selective attention, not age-related. Incor-

poration of such cues is also advisable because elderly people show reduced

abilities regarding divided attention and fluid intelligence.
l To overcome reduced sensory-motor skills, different input modes to control a

device can be offered (e.g., keyboard, mice, trackballs, head trackers, hand

trackers, and voice).
l Individualization of the interface allows the interface to be adapted to the specific

abilities and needs of the user. This may cover font size, selection of input and

output devices, the speed and size of the pointer, the color and blink rate of the

pointer, background and display colors, and the volume and speed of audio output.
l Personal preferences on one device at the workplace should be portable to other

devices.
l Accessibility features should be easy to activate or deactivate.

In designing work tools suitable for older employees, consultancy by user

interface experts at early stages of the planning of hardware and software is

essential. This approach avoids the need for costly posterior adaptations. Existing

workplaces should be evaluated. Usability tests of hardware and software focused
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on requirements analyses and usability/accessibility standards are fundamental to

improving workplaces for an aging workforce.

Incorporating accessibility features and measures in the working environment

supports effective task performance by elderly workers. The majority of accessibil-

ity features for the elderly also benefit younger employees. Needless to say, all of

these measures would benefit all employees.

Another group of more specific ideas for enhancing the physical working

environment is based on innovative solutions from the IT and automation areas:

l Automation products that allow workers to program in terms that are natural for

their workplace, namely drawings, measurements, and metal-working processes.

Figure 26.4 demonstrates one example. Workers do not have to program in

programming languages, but can interact with the machine controls in terms of

drawings, measurements, and metal-working processes, including simulation.

This not only makes it easier to put in the desired work to be done on the

workpiece, but also allows easier use of the experience older workers can bring

to the workplace. In addition, the simulation allows one to check the results,

again in a graphic form, leading to better quality of work results.
l Adaptive automation systems to prevent repetitive input and facilitate knowledge

transfer: integrated knowledge management.
l Force-assist robots and other devices, and other task-automation equipment.
l Integrated PLM (product lifecycle management) software including engineer-

ing, design, manufacturing, and other areas, leading to improved working con-

ditions in engineering and R&D (research and development).

On a closer look, all of these ideas will benefit not only the older workforce, but

will improve working conditions and productivity for all employees. This echoes

previous findings about barrier-free or universal design. For instance, the liftMatic

oven is an example of design for all (Fig. 26.5). The design of the product takes into

account the needs both of the elderly and of people with disabilities. It mounts on

Fig. 26.4 Innovative graphical programming of machine tools, with examples from milling

(below left) and turning (below right). The figure shows the use of these features when transferring
knowledge from older to younger employees
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the wall like a cabinet. At the push of a button the entire oven floor can be moved up

and down. The liftMatic is very easy to operate because it is filled from below, and

food is always at eye level. The user can reach the cooked food from three sides and

the controls are easy to reach. Illumination is optimal. The self-cleaning mechanism

eliminates the need for cleaning inside the oven. The design of this product is

appealing to all consumers.

In conclusion, accommodating older workers can lead to business ideas in:

l Consulting and knowledge management
l Working environments focusing on accessibility for the aging workforce (ease

of use, design for all)

Survival Strategies for Business Operations with Fewer Workers

As said at the beginning, especially for those companies in Japan and in Western

Europe, there will need to be a high degree of coping with fewer workers in their

home bases, even when taking immigration into account. This will increase the

demand for automation equipment and robotics in manufacturing, and will also

Fig. 26.5 The liftMatic (Siemens) is an example of design for all
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increase demand for integrated PLM software to streamline the production process

from development and design through to manufacturing, including design of

manufacturing equipment and automation software.

This last approach will require a suite of software tools that enable a seamless

integration of all those processes (Fig. 26.6). Modern PLM software allows for the

production of a new product simultaneously with planning its future production. In

a production site it will be very important to be able to simulate not only the

production itself, but also the automation (to survive with fewer workers) and the

ergonomics (to accommodate a growing percentage of older workers). Figure 26.7

Fig. 26.6 Schematic view of the seamless integration from engineering through installation,

commissioning, asset management and plant operation

Fig. 26.7 Simulation of production setup and environment
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shows an example combining automation, ergonomics, and the human–machine

interface (HMI) mentioned in the section on “Accommodations for Older Work-

ers.” The virtual production scenario can be optimized regarding automation,

ergonomics, visualization, and HMI, and more. Thanks to simulation technology,

the complex processes of a complete factory can be optimized and downtime can be

drastically reduced. For experts in a given production operation, their experience

can be readily brought into the physical environment even if they are at a location

far from the actual work. The virtual production model can be shared using modern

communications and visualization environments. This will allow seasoned workers

to see clearly the current state of distant operations and problems, and thereby

continue to apply their hard-earned production knowledge to an array of company

workplaces.

Again, as in the section “Accommodations for Older Workers,” we observe that

these kinds of innovative products do not only help to accommodate older workers.

They also benefit all of the other employees, and in this way they make sense as

well for the younger demographic segments. Therefore, there will be multiple

incentives for industry customers to use this equipment and software, independent

of the Silver Market phenomenon.

Summary and Conclusion

In this chapter, we have analyzed whether the silver market phenomenon will lead

to opportunities for business to provide business products and services.

The statistics tell us that the average age of citizens and employees will rise and

lead to new requirements, for example in health care and for complex industrial

products such as cars and ATMs. The statistics also indicate that the workforce will

change, leading to a shortage of young, highly skilled workers, and a higher

percentage of older workers.

We have analyzed these effects in turn. Putting it all together, we find several

types of product ideas that can be addressed as being related to the silver market

phenomenon. These examples fall roughly into five categories:

1. Supplying OEM companies that in turn serve the B2C silver market (as in

automotive equipment, ATMs, ticket machines, etc.). This category is closely

associated with B2C market ideas.

2. Products for the health and elderly care market. This is a very important issue.

It has to be considered within the very different context of national health

management systems and progress in medicine and biology.

3. Knowledge-management software and consulting. Business-critical know-how

must be captured from retiring workers, and transferred efficiently to younger

replacements. Also, familiarity with the aging population is needed and under-

standing their ways of thinking will be valuable. This familiarity can be pro-

moted with specific knowledge-focused tools and targeted business-process

368 P. Mertens et al.



consulting. The increasingly knowledge-dependent marketplace will reward the

increases in awareness of the aging consumers and the novel worker demands,

and businesses that offer methods for improved knowledge utilization will also

be rewarded. Knowledge-management advances driven by these issues will then

help to promote a richer environment for corporate diversity and innovation in

goods and services overall. This category is a specific answer to the silver

market phenomenon, but will probably remain a niche market for specialized

(and presumably mostly small) companies.

4. Automation equipment, including new possibilities of simulating production.

This category is already a well-defined and big market, independent of the silver

market phenomenon. Nevertheless it is supportive of the silver market/aging

workforce, and is a major contribution for companies that have to cope with a

shortage of workers.

5. Workplace products with an emphasis on ease of use and accessibility (design

for all). The workplace products of this category have yielded examples such as

user interfaces – universal design, adaptive automation, robotics and force-assist

systems, learning and training systems, and knowledge management. All of

these seem to benefit from a careful analysis of silver market requirements.

However, this will not lead to completely new requirements, only to a higher

emphasis on the usability issues. Thus, we expect that all users will benefit.

Category 5 comes closest to constitute a kind of B2B silver market. Thus, our

summarizing conclusion is that the products best suited for the B2 Industry silver

market will not be silver-specific products, but well-designed products with an

emphasis on usability and problem solving, benefiting all sectors of the employee

demographic.
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Chapter 27

Business Opportunities in Personal

Transportation: Traffic Safety for Older Adults

Kazutaka. Mitobe

Abstract Japanese society has many problems with regard to the aging population.

This paper discusses safety changes in personal transportation for older adults.

According to the statistics, the risk of traffic accidents among older adults is

extremely high. In order to achieve traffic safety, it is important to address declining

sensory and cognitive functions. We discuss three business opportunities aimed at

reducing traffic accidents among elderly pedestrians: inspection technology, train-

ing technology, and assistive devices that compensate for cognitive functions. From

the human factor study using virtual reality technology, the detailed situations of

pedestrian traffic accidents become clear. Effective assistive technology can be

developed based on risk factors for traffic accidents.

Introduction

The Akita prefecture is rapidly becoming an aging society in Japan. Medical care

expenditures for the elderly, a shrinking number of working people, and increasing

traffic accidents have emerged as social issues. Akita University has been studying

the human factor in order to prevent traffic accidents. In this article, we discuss

engineering techniques to enhance safe transportation for the elderly. Additionally,

we describe business changes designed to address problems of personal transporta-

tion for older adults.

Automobiles are a popular means of personal transportation, but many older

adults have to stop driving due to declining cognitive functions, to avoid the risk of

traffic accidents. In general, the elderly are more aware of safety concerns than the

younger generation. In 2004, traffic accidents caused over $55 billion of social loss

in Japan [1].

In 2005, there were 78.8 million people with driver’s licenses in Japan [2].

Adults over 65 accounted for 12.4%. Statistical predictions indicate that the number

of older adults will approach 34 million in 2020 [3]. This creates a huge market

for assistive technology. Currently, there is no assistive safety device that can

compensate for the declining cognitive abilities of older drivers. Therefore, most
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older drivers have to give up their licenses in favor of walking, which increases the

risk of falling. Figure 27.1 shows the relationship between traffic fatalities, age

group, and transportation devices [2]. Statistical data shows that older pedestrians

account for the majority of fatalities. To reduce traffic accidents among the elderly,

preventing pedestrian traffic is key.

In the latest study of human factors, one third of subjects displayed declining risk

avoidance (capacity of balance, oversight, cognitive ability to assess speed, ability to

estimate own speed etc.) [4–9]. Those declining functionsmight induce traffic accidents.

It is difficult to assist pedestrians using safety devices, because many people do

not want to carry the devices. Currently, safety devices are mounted inside of

vehicles and alert only the driver. However, devices that alert the pedestrian of

traffic danger might be better able to reduce accidents.

Usually, the active safety devices on a car sound an alarm only to a driver. However,

if the active safety devices can convey the danger of an approach of a car to a pedestrian

in advance, it might be able to reduce traffic accidents of pedestrian. We named this

concept to car-to-pedestrian friendly interaction system (CPFIS).

Transportation System for Older Adults

To reduce traffic fatalities among older adults, we propose a three-step strategy

involving active safety technology, public transportation, and risk avoidance.

The invention of active safety and assistive technology is key to boosting vehicle

sales among the aging population.
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Fig. 27.1 Relationship between traffic fatalities, age group, and transportation devices
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Assistive Technology for Drivers

Active safety technology in Japan is not only useful for elderly drivers but also for

other age groups. Table 27.1 presents active safety devices that are currently on the

market. Assistive technology is divided into two types: stand-alone and coopera-

tive. Standalone systems are self-contained devices, while cooperative systems can

communicate with other vehicles and can be embedded in roads. Unfortunately,

there are currently no available active safety devices that can assist with declining

cognitive functions.

Electric Wheelchairs

Electric wheelchairs (maximum velocity 6 km/h) do not require a driver’s license

under Japanese law, and thus provide a useful form of transportation for older adults

[16]. However, traffic accidents involving electric wheelchairs are increasing. In

2006, all fatalities and 60% of injuries resulting from electric wheelchairs involved

older adults [17]. This shows that older adults are at risk of traffic accidents, even at

low speeds such as for wheelchairs. Future electric wheelchairs should have sensors

that can detect pedestrians and vehicles. Furthermore, wheelchairs should have an

automatic warning system in order to establish a friendly interaction with auto-

mobiles and pedestrians.

Public Transportation

Community buses that are subsidized by the local government enhance convenience

for older adults and handicapped persons. If more older adults use community buses,

then the possibility of traffic accidents will decline. This administrative service

functions effectively in downtown residential areas [18]. However, operation is

difficult in local communities with dwindling populations.

Consideration of Transportation Systems for Older Adults

Providing a safe transportation system for older adults is important for preserving

their quality of life. Public transportation is a good solution for older adults, but it is

Table 27.1 Active safety

devices that are currently

available

Intelligence Technology

Stand alone system Lane-keeping system [9]

Active headlights [10]

Honda Night Vision [11, 12]

Cooperative system Intelligent transportation system [13]

Advanced cruise-assist highway systems

[14, 15]
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inconvenient in local communities with dwindling populations. Many types of

assistive technology for drivers have been developed, but it is generally difficult

for older adults to deal with multiple information sources. The human interface that

sends information to older adults is an important consideration. Technologies that

can compensate for the decline of cognitive functions must be developed, but we

must first determine which functions to compensate for.

Pedestrian Safety

Older adults without driver’s licenses often choose walking as a method of personal

transportation, which increases their risk of falling. Unlike drivers inside their

vehicles, there are no steel shields to protect them from the physical impact of an

accident. Older adults, who constitute 25% of the population, are a vital part of

the local economy. Social participation by older adults is very important for

revitalizing the economy. Therefore, ensuring the safety of older pedestrians is an

important issue.

Assistive Technology for Older Pedestrians

Traffic safety depends on capturing the attention of both drivers and pedestrians

(Table 27.2). Typical policies by the National Police Agency in Japan instruct older

pedestrians to wear bright clothing or reflective stickers. A warning device to alert

the pedestrian using a cellular phone, and vehicle navigation systems, have been

developed but are not yet in practical use [19]. Full-time lighting devices have also

been used to improve pedestrian visibility. Auditory cues, such as the sound of a car

engine, can be helpful. Overall, however, there are few effective approaches to

pedestrian safety in Japan. Thus, we propose the use of an active safety device,

called the Car-to-Pedestrian Friendly Interaction System (CPFIS), to alert pedes-

trians to danger. Using a pedestrian simulator, we examine human factors in order

to find the best method for CPFIS.

Table 27.2 Approach from a driver’s side and a pedestrian’s side for traffic accident prevention

Strategy Measures

Alert for driver Bright clothing for pedestrian

Reflective sticker for pedestrian

ITS with pedestrian’s cellular phone [19]

Alert for pedestrian Full-time lighting devices on a car

Auditory cue of car’s existence

Car-to-Pedestrian Friendly Interaction System
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Training System Using Virtual Reality

Virtual reality (VR) is a useful method for evaluating the cognitive abilities of older

adults as well as the risk factors that induce pedestrian traffic accidents. The results

can help us to develop a method that draws a pedestrian’s attention to a vehicle.

Advantages of Using VR Technology

Table 27.3 summarizes the advantages of applying VR technology to prevent traffic

accidents [20]. In cyberspace, it is possible to fully control time-varying environ-

mental conditions such as visibility conditions, traffic environment, and the velocity

of automobiles. VR techniques can reproduce traffic situations that are more likely

to lead to accidents involving pedestrians, based on records of past accidents. This

leads to a priori training by experience, enabling pedestrians to avoid accidents by

their own efforts.

While it may seem to be a simple matter, sophisticated perception, recognition,

and decision abilities are required in order to avoid accidents while crossing streets.

One must notice approaching cars, estimate their speed, and act on the basis of an

accurate understanding of one’s own position relative to each car. This depends on

one’s own walking speed, under all weather conditions and times of day. If the

motion of a subject can be measured during practice, it can be used as an indicator

of various abilities needed to avoid accidents. There is a possibility of identifying

recognition and physical functions that have been degraded due to aging without

being noticed (screening). If a degraded ability is identified, then a cyberspace

environment is used as a training device to complement the lowered ability (reha-

bilitation). Data on the relation between accidents and human motion that are

accumulated in the above processes will help to analyze factors leading to traffic

accidents that cannot be obtained directly from on-the-spot investigations.

Designing cars that operate in cyberspace will help to enhance pedestrian safety

(human factor). In cyberspace, the visual and audio information presented to the

subjects can be reproduced, and the recognition, decision, and action of the subject

can be investigated. Furthermore, cyberspace can connect via a fiber-optic channel,

allowing extension to a client-server remote inspection system with existing tech-

nology. Figure 27.2 shows the block diagram of an inspection system constructed

with the pedestrian simulator system. The inspection system is composed of a video

presentation unit, displaying the virtual traffic environment and measuring the

Table 27.3 Applications of VR techniques for the traffic safety

Application Social meaning

Practice Traffic safety education

Screening Checkup of physical fitness and recognition test

Rehabilitation Training for the declining function

Human factor study Analysis of traffic accident’s factors

Design of a safety car for pedestrians
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motion of the subject, and a control computer [20]. Figure 27.3 shows the virtual

traffic environment used in this system [21].

Human Factor of Older Pedestrians

Experiments were carried out with 15 subjects (nine younger subjects, six elderly

subjects) in a total of 282 trials (excluding dropouts in the course of measurements

a

b

front screen 

treadmill operator 

right screen 
left screen 

Fig. 27.2 Pedestrian simulator system: (a) block diagram of inspection system, (b) experiment

scene
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and cases of violation of instructions) with the pedestrian simulator. There were 11

accidents, eight of which involved elderly subjects. A dangerous crossing was

defined as a case in which a car passed within 1 m to the front or rear of the subject.

Under the conditions of this experiment, most traffic accidents occurred in the

daytime. There was only one accident at night.

Figure 27.4 shows the rate of traffic accident occurrence in each lane. The rate

of accidents was five times higher for the elderly (1.7% for the younger subjects and

7.8% for the older subjects). All of the traffic accidents were due to a car approach-

ing from the left side of the subject; accidents occurred in the far lane. Figure 27.5

shows the rates of accident occurrence for the elderly and young subjects as

functions of the speed of cars approaching from the left (far) side and right (near)

side. The rate of accident occurrence was higher when the speed of the car

approaching from the left was higher that of the car approaching from the right.

That is, traffic accidents were 1.3 times more likely to occur for the younger

subjects under this condition and 1.1 times more likely for the elderly subjects.

a

b

c

Front screen Right screenLeft screen

Fig. 27.3 Virtual road scene in cyberspace: (a) daytime, (b) twilight gloom, (c) night
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Consideration of Strategy of Pedestrian Safety

Many of the traffic accidents reported for pedestrians occurred near their homes.

From the human factor study using VR technology, the detailed situations of

pedestrian traffic accidents become clear. Based on the risk factor of traffic acci-

dents, we can develop effective assistive technology.

Business Opportunities in the Future Technology

There are three business opportunities in the process of reducing the traffic acci-

dents of pedestrians in an aged society. The first business opportunity is the

establishment of inspection technology. Health checkup technology using VR

technique will be able to find the older adults who have risk factors of traffic

accidents based on human factor study. This technique is not only useful for the

prevention of traffic accidents but is also effective as a checkup technology for

cognitive function. The second business opportunity is the establishment of training

technology. Based on the results of tests, a proper training or rehabilitation program

can be proposed in order to recover the declined ability of older adults. Recupera-

tion of the cognitive function prevents older pedestrians from dangerous situations

of traffic accidents. The third business opportunity is the establishment of the

market of assistive devices that can compensate for an older adult’s declining

sense and cognitive functions. The bottom line is that the assistive devices should

be developed based on each older adult’s declining function. In the case where it is

impossible to recover the ability, we will be able to develop assistive devices in

order to compensate for the declined function. The important point is that the

assistive technology has to be developed based on each declined function, and it

doesn’t have to be based on the latest technology.

Summary and Conclusion

Japanese society faces a lot of problems with the aging of the population. The

percentage of elder people in traffic fatalities might be increased in all aged

societies. However, we have been continuing the challenge in order to make an

aging society affluent and vibrant. In this chapter, business opportunities in personal

transportation for older adults have been discussed.

According to the statistics, the risk of traffic accidents involving older adults was

extremely high during walking. In order to achieve traffic safety for older pedes-

trians, it is important to support the declining sense and cognitive functions.

Unfortunately, there are no active safety technologies that can compensate for the

declining sense and cognitive functions of the older pedestrian. One of the strategies
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for the prevention of pedestrian traffic accidents is an enhancement of sensibility

(visual and aural) of older adults to harmful cars. For example, a lot of business

automobiles in Japan have mounted additional LED devices on the front grille in

order to increase their visibility for older adults. However, it is not enough for

prevention of all pedestrian traffic accidents. I believe that we can develop more

intelligent “Car-to-Pedestrian Friendly Interaction Systems” based on the human

factors of older pedestrians.

Three business opportunities existing in the process of reducing pedestrian

traffic accidents have been discussed. The first business opportunity is the estab-

lishment of inspection technology. The second business opportunity is the estab-

lishment of training technology. The third business opportunity is the establishment

of the market of assistive devices that can compensate for the decline in the older

adult’s sense and cognitive functions. From the human factor study using VR

technology, the detailed situations of pedestrian traffic accidents became clear.

Effective assistive technology might be developed based on the risk factors of

traffic accidents [21, 22].
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Chapter 28

In-Vehicle Telematic Systems and the Older

Driver

Joachim Meyer

Abstract The car is rapidly changing. In addition to its traditional driving-related

functions it becomes a platform for various services and devices. Some of these are

related to the driving task and can improve its ease, comfort and safety, while others

are unrelated to driving, and allow the driver to engage in various activities while

driving. The aging of the driving population, and the tendency of older people in

many parts of the world to continue driving for as long as possible, pose major

challenges regarding the design of such devices and their deployment in cars. Some

advantages, as well as some limitations which these devices may have for older

drivers are pointed out. Design of future in-vehicle telematic systems will have to

consider these issues in order to provide maximum benefits for the older driver.

Introduction

The Aging Driver Population

Readily available transportation is one of the major determinants of older people’s

quality of life. It determines mobility and the ability to maintain adequate personal

relations, to obtain services, and to engage in various activities outside the home.

Public transportation can be used in urban, high-density housing environments, but

the suburbanization of many countries causes large parts of the population to live in

areas in which transportation becomes almost exclusively a matter of using one’s

privately driven car. The consequence is that older people increasingly tend to

continue driving for as long as possible.

In the USA, one of the countries with the highest use of personal vehicles for

transportation, the trend is clearly evident. An analysis of data from the National

Household Travel Survey (NHTS) showed 89% of older Americans (age 65þ)

conduct their travel in personal vehicles. Older adults take fewer trips, travel

shorter distances, and have shorter travel times than younger adults. However, the
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individually driven car remains the main means of transportation. Only 2% of travel

is done by other means of transportation than using a privately owned car and

walking [1]. Based on NHTS data, the total number of miles that people aged 65

and older are expected to drive in the USA will increase by 50% in the next 10 years

and may double by 2040 [2].

The trend to continue driving for as long as possible is reinforced by a number of

factors. Today’s older generation is the first generation that grew up with almost

universal drivers licenses and private cars. Also, there is a tendency towards active

aging, which is supported by a steady decrease in disability with age. Even though

more people may be diagnosed as suffering from diseases, such as hypertension or

diabetes, the adequate management of these diseases allows them to function

appropriately and without real disabilities (e.g., [3]). In addition, today’s older

people are better educated than previous generations, which makes it likely that

they will strive for continuing independence and mobility.

These trends pose significant challenges to the automobile industry, as well as to

society, which needs to decide how to cope with the changing characteristics of the

driving population. It may have implications on transportation planning, the design

of urban areas, the licensing and monitoring of drivers, and many other aspects.

The Changing Car

Not only is the driver population changing, the car is also undergoing major

changes. In fact, driving a car today differs for the first time greatly from driving

the first mass-produced cars. In the past, the driver obtained all information

necessary for driving by looking through the windshield or the windows. There

was little in the car a driver needed to direct attention to, except perhaps passengers.

Today, drivers obtain more and more information for driving through alerting

systems. Also, judging from trends in research, future cars will have enhanced

and augmented vision systems that will support drivers when visibility is impaired,

and which will increase the likelihood that the driver will see obstacles or other

relevant information. The driving task itself is becoming automated to some extent,

with features such as cruise control (which maintains constant speed) and intelli-

gent cruise control (which also maintains constant headway from preceding cars).

In addition, the car becomes a platform for various devices that combine computa-

tion and communication. These devices are often referred to as telematic systems.

The novel devices introduced into cars belong to three categories according to

their relevance for the driving task:

1. Vehicle control devices are devices that are immediately involved in driving.

They may provide information through enhanced vision systems, backward or

blind-spot cameras, or they may alert the driver about potential dangers through

various types of warnings. Other systems are involved in the control of the

vehicle. These include adaptive cruise control systems or intelligent braking

systems.
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2. Driving assistance devices provide information that is relevant for driving, but

does not immediately affect vehicle control. Examples are navigation and traffic

advisory systems that provide information on congestion or accidents on the

route.

3. Driver Infotainment devices allow the driver or passengers to receive entertain-

ment, allow communication, or support driver comfort. These devices are

unrelated to the driving task itself. Examples of these systems are car entertain-

ment systems, cellular phones, and email and web access from the car.

The three types of devices are not independent, and are, in fact, often imple-

mented in the same system, using the same displays and controls. These devices can

potentially interfere with safe driving, but they may also support driving safety in

that they allow the driver to obtain information in ways that are optimally designed

for the driving environment.

The changes in driving and the introduction of telematic systems in cars are

likely to pose major challenges for older drivers. They will have to adapt to these

new technologies. This may be particularly problematic for older drivers, whose

main advantage may be their long experience with driving, which makes them,

overall, very safe drivers. New devices may require the learning of new skills and

may make previous experience obsolete. Also, these devices are often initially

introduced into high-end cars, which are usually bought by more affluent (and

usually older) costumers. Thus the older driving population (50+) will be the first to

gain experience with these systems and will have to deal with technologies that are

still not mature.

The automotive industry and system designers will have to face these challenges

when designing in-vehicle devices, as well as the services that will be provided

through them. In order to make them appeal to costumers, they must be of value for

the older drivers. However, perhaps the characteristics of the older driver may make

the use of these devices particularly dangerous. This is a major dilemma with which

manufacturers and societies have to cope. Below are some of the issues relevant for

this dilemma and pointers to possible solutions.

Why Are Older Drivers Special?

Older people may differ from younger ones in numerous aspects (see [4], for an

analysis of aging and driving). They belong to a different generation, which grew

up with a different education system, different cultural values, and different tech-

nologies. This effect is often referred to as the cohort effect. Other differences may

be related to the higher frequency of diseases and the consequent use of medication

among older people. Some diseases and medication, such as medicine against

hypertension or psychopharmacological drugs can negatively affect driving. A

third, and probably the most important reason for age-related differences is changes

in sensory and cognitive functioning.
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Particularly prominent are changes in vision. The decrease in visual abilities

begins after the age of 20 and continues throughout a person’s life. Shinar and

Schieber [5] already stated that all visual functions deteriorate with age; the

amount, rate, and onset of deterioration vary widely between individuals and

functions; while static acuity begins to deteriorate in the 60s, other visual abilities

deteriorate earlier; and performance differences between individuals increase with

age (see [4], for a more detailed description of age-related changes in vision). Major

visual abilities that decline with age include visual acuity (i.e., the ability to resolve

small details when viewed from a distance), dynamic visual acuity (i.e., the ability

to observe the direction and speed of a moving object), and the ability to focus on

near objects. Particularly severe are age-related changes in night vision, contrast

sensitivity, and recovery from glare. Night vision, for instance, starts to decline

when a person is in his or her 20s, and continues to decline at an increasing pace

throughout a person’s life. Another visual property that is relevant for driving and

decreases with age is the useful field of view (UFOV), i.e., the width of the visual

field over which information can be acquired in a quick glance.

Other age-related changes that may affect driving and the use of in-vehicle

devices include progressive decrease in hearing that may start as early as 40.

There are also complex effects of aging on attention. There is evidence that older

adults have greater difficulties dividing attention effectively, compared to middle-

aged and younger adults [6]. This is particularly relevant for in-vehicle devices,

which almost necessarily require the driver to divide attention between driving and

using the device. Some evidence of these difficulties was expressed in a UK survey

of older drivers [7], many of whom indicated having problems with their car radio,

while others stated that they don’t have a problem with their radio, because they

simply never used it when driving. Older drivers will be more strongly affected by

the use of in-vehicle devices. Their driving is likely to be somewhat impaired by

these systems, and they may compensate for this by driving slower and with longer

headway [8].

The existence of aging-related changes in memory is well-established (e.g., [9]).

The memory difficulties may affect the use of new in-vehicle technologies, for

instance by making it more difficult to remember procedures for using the system or

by interfering with the recall of names and codes that are used in speech-activated

systems. Another domain where aging-related changes may impact performance is

skill acquisition [10]. Generally skill acquisition becomes slower with age, and a

person will find it difficult to alter familiar ways of performing certain tasks. On the

other hand, the procedural memory for familiar tasks and skills may remain intact

up to a very advanced age. Thus a person is likely to be able to perform complex

sets of actions, such as playing a musical instrument or driving a car. However, he

or she may find it difficult to acquire some new skills that require changes in well-

established routines.

Aging is also accompanied by a general slowing in processing speed. This

causes a lengthening of response times and slower actions and in particular slower

responses to unexpected events (e.g., [11]). However, with respect to driving,

studies on braking responses actually showed that response time was unaffected
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by driver age if drivers expected the stimulus to occur. Responses took longer and

response time increased with age when events were unexpected [12].

A major problem for many older people is lowered flexibility. A recent extensive

postal survey in the UK with more than 1,000 respondents identified as major

problems that cause difficulties for older drivers issues such as turning the head and

looking out of the rear windows (56.1% of drivers reported this as a problem), as

well as vehicle ingress and egress [7]. The lowered motility of the neck and head is

a likely cause of accidents in which an older driver either collides with an object

that is behind the car when backing up or fails, when changing lanes, to see a

vehicle that comes up from behind in a parallel lane. This, in particular, is an issue

for which adequately designed in-vehicle devices, such as alerts and visual aids, can

provide clear benefits for the older driver.

It is important to develop a sound understanding of the causes of differences

between age groups, because the different causes will make it more or less likely

that certain differences will continue to exist in the future. If an age-related

difference is caused by a physiological process, it will probably remain an issue

that will require consideration in the future. If, however, a difference is due to

cohort effects, the difference will exist only for a limited period of time, and will

eventually disappear. One possible example may be the use of computerized

devices. Today’s older population is often reluctant to use these devices, but this

may not be the result of an age effect. The widespread use of computerized devices

began in the 1980s, which may have been relatively late in the careers of current

older people. Hence these people did not acquire the skills necessary to use these

devices as part of their education or work. People who now approach the age of

retirement are much more likely to have experience with computers and may

eventually find computer-based devices in the car and in other domains very useful.

Designing Telematics for Older Drivers

A number of points need to be considered when designing and evaluating telematic

systems and other in-vehicle devices for older drivers.

The Importance of Long-Term Evaluation

A major challenge for designers and manufacturers of new in-vehicle devices is the

need to predict how these systems will affect driving (and in particular safety) and

driver satisfaction. This prediction is particularly difficult because the effects of

new technologies may change dramatically over time and may differ from the

predictions derived from preliminary testing. Some technologies (such as the

ABS system) had initial negative impact on safety, and some time had to pass

before people learned to use the new technology correctly. During this learning

period, drivers may misuse the new technology, which may cause it to constitute a
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safety hazard in the short run. Thus, technologies need to be evaluated in the long

run. Even then a device that was shown to be potentially useful may not improve

safety and perhaps even lower it. This may be due in part to changes in the way

people use the technology after the device is introduced. It is therefore crucial to

evaluate the costs and benefits of technologies in the long run and assess what

intervention or policy change is most likely to generate the desired positive effects.

User-Centered Design

The introduction of new technologies for older drivers should be based on the

notion of “user-centered design” (e.g., [13]). It requires the entire design process to

be driven by the attempt to address the needs of the user and to adapt the product to

the user characteristics. Usability considerations are of major importance for

consumer acceptance and satisfaction in the design of almost all consumer pro-

ducts. However, in the context of in-vehicle technologies, they are particularly

important because of the inherent safety issues related to these devices [14].

The design of novel in-vehicle devices requires the application of knowledge

and insights from a number of disciplines. These devices are by and large compu-

terized, and theories, research, and recommendations from the field of human–

computer interaction (HCI or CHI), cognitive engineering, ergonomics and human

factors engineering should be considered (for sources, see, for example, [15–17]).

The different areas of research overlap, but the approaches and theoretical systems

that were developed in each of them are sufficiently distinct to warrant a closer look

at all bodies of literature. Even though there is extensive research in each of these

fields, there are still large gaps in our knowledge on how to design in-vehicle

devices, especially if these devices are to be used by older drivers.

Considering Older Drivers’ Sensory Capabilities

As mentioned above, older drivers are likely to have diminished sensory capabil-

ities compared to younger people. Design for older users should therefore strive to

maximize contrast and illumination. Also, most older people have presbyopia and

require the use of corrective lenses to view close objects. Hence, in-vehicle displays

and devices that require vision of small details may be problematic. Drivers will not

put on reading glasses to use a system and may find driving with bi- or multifocal

glasses unpleasant.

One possible way to avoid the problems that arise with visual information

displays for older drivers may be to choose auditory displays instead. However,

hearing difficulties are fairly common among older adults, and this needs to be

considered when auditory displays are designed. Overall there is some evidence
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that older drivers may particularly benefit from multimodality displays that com-

bine visual and auditory information [18].

The Promise of Telematics for Older Drivers

The question of how to provide older drivers with an opportunity to drive for as long

as possible, while minimizing the risks due to incapacitated and unsafe drivers, is a

crucial topic that will require increasing attention in the future. One possible way to

deal with this problem is through appropriately designed technologies. As Pauzie

[19] pointed out:

1. Reducing the complexity of the driving task reduces the performance differen-

tial between young people and the elderly.

2. Optimizing in-vehicle systems (improving the legibility and intelligibility of

information, simplifying dialog) with regard to the functional capacities of older

drivers generally also benefits the rest of the user population.

There is ample evidence that older people will not automatically reject new

technology that provides information and assistance, in particular if interacting with

the system is intuitive. This acceptance extends even to technologically highly

complex systems if these are easy to use.

It will be necessary to develop cars and technologies that can help older drivers

deal with some of the changes that occur with age. Such systems, if designed and

introduced properly, may allow an older driver to maintain her or his mobility for a

longer time, improving their quality of life. These considerations are also crucial for

the automobile industry, which needs to consider the characteristics of the changing

driver population. Manufacturers who will adapt their cars to the needs of this

population are likely to have a foothold in a growing and affluent market.

Clearly the issues will not be simply the development of new technological

solutions. Rather, the successful implementation of these technologies will require

the collaborative effort of specialists from a variety of disciplines. It will be

necessary to implement the idea of user-centered design into the design process

of these devices, considering the user from the very beginning. This will require the

close involvement of specialists in the research of lifestyles, demographics, and

consumer behavior, who will need to pay special attention to older consumers.

The new technologies will also require entirely new ways of thinking about

methods for testing them. It is by no means assured that a technologically sound

device that provides some benefits for the user will eventually be adopted. It is

necessary to develop new models and methodologies to predict the complex reac-

tions of a user to a new technological system and to adapt the system accordingly.

One can, for instance, not simply assume that a system analysis that applies for the

current usage patterns of a device will also apply when the device is altered. The

benefits that are to be expected from a new technology have to be considered very

carefully. A lane-change warning system can serve as an example. It alerts the
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driver when she or he intends to move into a lane in which there is another car. Such

a system provides great benefits for older drivers who often find it difficult to turn

their head. The installation of such a system should help drivers avoid collisions and

should make driving safer. However, drivers can potentially develop strong reliance

on such systems. In extreme cases drivers may initiate a lane-change maneuver

without bothering to look, waiting for the warning system to cue her or him if the

lane is occupied. Given that the warning system will not be perfect (no system ever

is), collisions are still likely to occur, and in these cases manufacturers may be held

liable. Thus, the introduction of such systems requires a careful analysis of all

aspects of their possible use, a task that requires the development of adequate

predictive tools.

The same applies to the design of telematic systems. Here, too, we are facing

many unknowns regarding the effects of these technologies on drivers in various

situations. The design of the device, the allocation of functions to it, and the design

of the interface all require a thorough understanding of the interaction between

users and technologies. This goes clearly beyond our current knowledge in this

field. We need to expand the empirical basis for our work by collecting both field

and laboratory data. In addition, we need to develop appropriate design methodol-

ogies that take into account the unique characteristics of the driving situations and

the needs and properties of the driver. This will be particularly important for older

drivers, who may have less ability to adapt to nonoptimal design of the system.

Finally, we need models of the use of the automation and devices for predicting

how users will respond to a certain system design. Such models will allow us to

move from the unsystematic engineering of human-vehicle systems that is practiced

today to a more systematic and model-driven technique that approaches the meth-

ods used in other fields of engineering.

The models have to consider not only older drivers’ characteristics and the

function of the system, but also the conditions in which the system is used. For

instance, Lavie and Meyer [20] showed that an adaptive in-vehicle telematic system

that adjusts its functioning to the driver’s usual usage patterns eliminates the

differences between older and younger drivers, as long as the driver encounters

routine situations to which the system has adapted. In nonroutine situations, when

drivers need to act differently from the way they usually act, the difference between

older and younger drivers increased greatly, much beyond the difference that exists

with nonadaptive systems. Thus, an adaptive system may provide benefits for the

older driver as long as adaptivity is almost perfect, but if it is only partly correct, the

negative consequences from using it may exceed its benefits.

However, not only the design process needs to be reconsidered. The introduction

of new technologies into cars for older drivers also makes it necessary for car

manufacturers to reconsider their responsibilities. More attention will have to be

paid to the familiarization of the new driver with the technologies in the car. The

best ways to do this are still fairly unclear. Possibly car sales will have to include the

use of simulator or test-track driving to teach the driver how to respond to different

events with the complex technologies. In addition, older drivers in particular will

need to have the technologies customized to their particular needs. This can be done
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by the driver herself, but in all likelihood optimal customization should be based on

the objective evaluation of a specialist. This will require the development and

validation of tools to determine the optimal configuration for a driver. Also,

specialists for customizing cars to the needs of individual customers may have to

be trained. It is unlikely that current sales personnel can be expected to do this job

appropriately, unless they receive the tools and knowledge for this additional

service.

Summary and Conclusion

This chapter has presented a number of issues that are relevant for the design of in-

vehicle telematic systems for older drivers. The appropriate design of telematic

systems for older drivers is a delicate balancing act. It needs to consider the

requirements of older drivers and their characteristics, but it may also involve

changing usage patterns and needs through appropriate training and support. A

schematic depiction of some of the relevant points is shown in Fig. 28.1.

The introduction of new in-vehicle technologies for older drivers requires us to

expand the boundaries of our knowledge and our understanding in a wide variety of

fields. It is likely that the insights gained here will be important in various domains,

Failed System for
Older Users

Excessive Functionalityand Cognitive Demands
Considers Older Users’Needs and Driving Style

Provides AdequateTraining and Design forOlder Users

Considers Older UsersCognitive and SensoryCharacterisitcs

Insensitivity to OlderUsers Preferences and
Needs

Successful
System for Older

Users

Fig. 28.1 Factors affecting the successful or failed introduction of an in-vehicle telematic system

for older users
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beyond the design of vehicles. Thus this may be an opportunity to develop some of

the major technologies for the twenty-first century.

The new in-vehicle technologies, when designed for older users, are also likely

to be one of the major business opportunities in the twenty-first century. Designing

in-vehicle systems that are designed with the older user in mind and that are

responsive to older drivers’ needs can provide an important service for the older

drivers and society, by increasing mobility and driving safety.
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Chapter 29

The Golden Opportunity of Silver Marketing:

The Case of Housing and Financial Services

Kenneth Alan Grossberg

Abstract The unprecedented aging of Japan’s population presents costs and oppor-

tunities for its future as a society and as a major economic power. Japan’s seniors

already control the largest portion of the nation’s wealth,1 but in the very near

future they will also consume the lion’s share of the social expense for care and

living as they age and their proportion in the total population increases. In this

chapter we examine two areas which promise commercial opportunities because of

such a vast socio-demographic change linked to a huge pool of liquid assets. 2 Those

areas are, firstly, catering to the financial needs of the country’s senior citizens and,

secondly, responding to their particular preferences and requirements for housing.

In Japan’s generally sluggish market for housing and financial services, the “silver

market” provides one of the richest segments available, but successfully offering

such services to this population requires skill, sensitivity, and an understanding of

the evolving consumer mindset in Japan. In addition, the added impact of the

recession of 2008 will make this target market even more difficult to persuade to

part with their diminished personal assets, but it also opens opportunities for

financial service providers whose offerings best suit the anxieties and fears of

these aging investors.

1Dai-ichi Life Research Institute estimates that assets of Japanese baby boomers total ¥130 trillion,

which is equivalent to 10% of all personal financial holdings in Japan. In addition to the amount of

assets that they hold, between now and 2009 companies will have paid out about ¥50 trillion in

retirement severance as workers reach age 60. According to a Dentsu survey, baby boomers are

expected to spend about ¥11 trillion on travel after retirement, of which 90% would be for travel

outside of Japan [18].
2Financial assets held by Japanese households rose to a record high of ¥1.56 quadrillion as of 30

June, 2007, with cash and deposits constituting 50% of that amount, a considerably higher

percentage than in other advanced economies [7].
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Introduction

Japan is not unique among post-industrial societies in having an aging society, but it

is surely primus inter pares in the extent to which the country’s demographic bulge

has shifted from youth to old age. As of 2005, the percentage of Japan’s population

at age 65 or older (20.1%) was higher than such “old” European nations as Italy

(19.7%) and Germany (18.8%) and far higher than the relatively “young” USA

(12.3%) [1]. By September 2007, the 65 and older population had grown to 21.5%

of the population, with the number of Japanese of at least 80 years old topping seven

million for the first time, 5.6% of all Japanese [2]. And, as time passes, Japan’s

character as the world’s most geriatric society will likely become even more

pronounced. From a public policy perspective, there are big problems ahead for

Japan as the global community’s eldest nation, but from a business and marketing

point of view, such lemons can be the stuff of lemonade for the right industries. This

research will examine two sectors that are related to each other – financial services

and housing – which are already counting on the silver market to earn them

substantial profits. “Housing” in this chapter refers to real estate offerings specially

designed with the priorities of older Japanese in mind.

That the baby boomers are a veritable “pig in a python” demographically

speaking is not news, and the looming opportunities presented because of their

retirement from full-time employment and progressive aging have not eluded the

attention of Japanese businesses. But, seeing opportunities and developing appro-

priate strategies to exploit those opportunities are not the same thing, and not every

attempt to grow rich from the assumed needs or projected demand of Japanese baby

boomers will succeed. Still, many enterprises are intent on turning that “silver” into

gold. The banks, a major actor in this market, are trying to capture as much of the

boomers’ retirement pensions and savings as they can, and the residential housing

developers have used a number of strategies to entice these older citizens to buy

housing designed with them in mind (both in Japan and abroad) or to renovate

(reform) their existing dwellings to make them more user-friendly for elderly

residents.

The fortunes of many companies are riding on the extent to which their assump-

tions about senior citizens’ consumption behavior turn out to be correct. Some firms

have miscalculated as to the potential popularity of their innovations, and end up

paying the price for not satisfying their targeted customers. One example of such a

strategic error is the multigeneration house (nisetai jutaku) in its original incarna-

tion, described later in this chapter. It was assumed by real estate developers that an

appeal to the Japanese idea of togetherness – of having grandparents, children, and

grandchildren all occupying the same house – would have great resonance with the

Japanese. However, what they did not count on was the fact that the elder residents,

whose financial contribution (of both land and down payment) was what usually

made such expensive houses possible in the first place, would feel cheated and

neglected after the three generations were actually living together in such housing

for some length of time.
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One example of the profits anticipated from the silver market can be seen in the

financial arena. Companies have created financial instruments that cater to this

market or, in the case of Goldman Sachs’ Baby Boomer Basket E-Warrant, hope to

profit in other ways from its growth. The ultimate success of some of these new

products or services remains unclear. Goldman Sachs Japan designed the Baby

Boomer Basket E-Warrant product to capitalize on the anticipated boom expected

to result from the changing consumption preferences and needs of the elderly.

Performance of the Baby Boomer Basket E-Warrant is linked to the share price

of a basket of eleven companies that are predicted to gain disproportionately from

the boomers’ new lifestyle. Some of the 11 companies included are East Japan

Railway (leisure travel), Konami (fitness clubs), Mitsbishi UFJ and Mizuho banks

(financial management of boomers’ pension and retirement nest eggs), and Toto

(toilets and bathrooms) [3].

While the areas represented by these and other companies stand to gain from

elder-spending during the next decade, it is still not clear how much this thrifty but

status-conscious Japanese generation will actually spend, or where they will finally

decide to put their hard-earned savings. And for those who were invested in

securities and real estate, the heightened perception of risk resulting from the

recession of 2008 will make them even more hesitant to commit their funds to

vehicles which are not perceived as absolutely “safe.” The banks and brokerages

assume that they will have to put the money somewhere, and are intent on getting

the lion’s share of those funds. Likewise, the real estate companies are certain that

the silver market is still willing to take the plunge to buy or renovate property that

more fully satisfies their desires for comfort, privacy, and a richer life experience as

they grow older.

Financial Services in Japan: Rethinking Customer Needs

It is almost a cliché to say that Japanese financial service firms (including banks,

brokerages, and insurance companies) are behind the curve when it comes to

offering state-of-the-industry, efficient service to their clients. This turned out to

be something of an advantage when the “Lehman shock” of 2007–2008 revealed

that Japanese banks were much less exposed to the subprime mortgage loan disaster

that greatly weakened the balance sheets of banks from other countries. Although

the lost decade that followed the bursting of the economic bubble in 1990 led to

some soul-searching on the part of the large institutions, as well as ambivalent

efforts to renovate their antiquated systems and priorities, culturally determined

attitudes still prevent the rapid introduction of many internationally accepted

practices. For example, banks still rely on the traditional seal (inkan) rather than
customer signatures for official documents and have done little to transition to

paperless systems. It must be acknowledged, however, that elder Japanese grew up

with this archaic system based on the use of inkan seals instead of signatures and

with passbook-based bank accounts with paper documentation used for every small

transaction, so they are not necessarily seeking the same type of internet-based,
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automated service that has become popular with their younger compatriots. How-

ever, these seniors can recognize good service when it is offered to them, and the

financial institutions are learning that to provide that service they must be more

flexible than is their habit.

Change does not come quickly. After all, it took the better part of a decade

before the excessively low interest rate returns on bank and pension accounts finally

pushed Japanese seniors to explore new and riskier investments that offered the

possibility of higher returns, and no doubt the worldwide financial troubles have

chastened many of them for their boldness. From 2007, 8.4 million Japanese baby

boomers are slated to start retiring, which has spurred the banks to expand their

sales efforts into territory that is traditionally the province of stockbrokers. The

domestic banks will not be alone. Foreign institutions also intend to compete for the

Japanese boomers’ yen. Prominently, Citigroup acquired Nikko Cordial’s broker-

age business and, with its 108 branches throughout Japan, thought that it could

become a formidable rival [4]. But the financial disaster that befell Citigroup forced

it to disgorge Nikko Cordial Securities soon after it was acquired, and the latter is

now a unit of the Sumitomo Mitsui Financial Group Inc. The dream remains,

however, and Sumitomo Mitsui Banking Corp. and Nikko Cordial Securities Inc.

announced that they would join forces in marketing financial services to the

wealthy, enlisting support from British bank Barclays PLC [5].

Another longtime player in the Japanese market, HSBC, has opened branches in

Tokyo, and plans to expand to other large cities to grab a greater share of private

assets [6]. The bank offers wealth management services throughout its network. It

began offering private banking in Japan in 1996, catering to individuals with

financial assets of more than ¥300 million, but the new service will target the 6.3

million people in Japan that the bank estimates have liquid financial assets of at least

¥10 million. This will bring it squarely into the middle-class boomer segment in

direct competition with Japanese banks. Meanwhile UBS, the world’s biggest

money manager, opened its third branch in Japan in July 2007 and said it would

target the ¥300 trillion in assets held by half a million Japanese households with

assets of ¥200million ormore. According to the Bank of Japan, Japanese households

still have 50% of their assets in cash or deposits, compared to 13% in the USA, so

there is substantial room for growth in this business. Still, the BOJ admits that

individuals are shifting their assets from deposits to higher-risk, higher-return

government bonds and investment trusts. In 2007, investment trusts captured a

record high of 5% of the total under management, expanding from 3.7% the year

before [7].

Not only are the foreigners getting into the act, but the restructuring of Japan’s

financial services industry will bring complete deregulation of insurance product

sales. That means that the banks can now offer one-stop shopping to customers

interested in mutual funds, Japanese government bonds, and insurance policies, as

well as the traditional bank products – loans and deposits. This includes a broad-

ened mandate for the type of insurance products banks can to sell, beyond just the

savings-type insurance that they traditionally have handled, and includes policies

that offer payouts for illness or death. Bank of Tokyo-Mitsubishi UFJ, which owns
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the largest branch network in Japan (660 branches), now offers nearly every type

of insurance to its customers. Mizuho Bank sells medical insurance policies, but

all the banks know that they must recruit experts from insurance companies who

are knowledgeable about these products in order to ensure the success of this

initiative [8].

The impact of the global financial meltdown will be felt, but will not deter these

institutions from their long-term strategic goal of capturing baby boomer assets.

The Japanese providers of financial services are aware that this silver market has

unique needs and wants, and they are experimenting with different ways to attract

senior citizens to their different company banners. In this, they are trying to

leverage the boom in services, which now accounts for some 30% of Japan’s

GDP and almost 60% of total consumption spending. Health-related services,

such as fitness, golf, and various self-indulgent therapies and treatments are of

course very popular, but entertainment and lifestyle-related recreation is also in

heavy demand [9]. That being the case, some of the marketing attempts used by the

banks still seem to be counter-intuitive, but that is what makes the Japanese market

so fascinating and difficult in general. For example, banks have created affiliation

groups for different types of diversions that enable the clients to share experiences

with others who are retired or semiretired, or empty nest couples with reduced

obligations to their children and workplace. Sumitomo Mitsui Banking Corporation

set up an organization called “Next Club 50s” to appeal to this particular segment.

To join the club, a bank customer must have more than ¥5 million yen on deposit

and be at least 54 years old. On the pretext of having a wine-tasting or learning how

to make sushi, these customers are introduced by SMBC to the company’s invest-

ment trusts. These are products that the bank is using to get this age and income

cohort accustomed to putting at least some of their savings into instruments riskier

(but potentially more rewarding) than time deposits. With some 8.4 million Japa-

nese baby boomers expected to retire soon, banks like SMBC want to be able to

retain as much of their retirement pensions in-house as possible [10]. Since the

newly retired share many generational experiences, it makes sense to consider their

needs as forming a cohesive core, and since they have more leisure time than any

previous Japanese generation, they can be appealed to by combining financial

concerns with recreational activities. In addition, as the least individuated of

Japan’s current generations, they are considerably less resistant to being treated

as a group. It might even reduce apprehension to accepting the investment trust,

because others of their generation are also being solicited at the same time and

during the same recreational activity.

The past decade has seen many of Japan’s leading banks and insurance compa-

nies merge into ever larger entities to protect themselves from the financial ruin that

threatened when the financial bubble burst in the 1990s. As a consequence, the

number of institutional choices available to Japanese seniors continues to narrow,

and is considerably more limited than the options available to their American or

European counterparts. Since those institutions traditionally moved “in convoy,” it

was hard for those consumers to find any point of differentiation in the products on

offer. In addition, the fact that the return on savings during the past decade has been
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infinitesimal compared to what it will take for the increasingly long-lived baby

boomers to be self-supporting means that a note of desperation has crept into

Japanese seniors’ search for a way to fund their retirement needs, which also

encourages the financial institutions to create new products for them.

Even the conservative Japan Post, the world’s biggest financial institution with

€1,164 billion (¥187,000 billion) of customer monies has launched a suite of

investment trusts from a variety of domestic and foreign asset managers (including

Nomura, Daiwa, Goldman Sachs, Nikko, DIAM, Sumishin, and Fidelity). After

struggling internally with such a major shift in strategy, it then took Japan Post a lot

of time and effort to try to persuade its traditionally risk-averse customer base to

buy the new products. The fact that a real market for them now exists, however, is

seen in the results: Japan Post actually exceeded its annual sales target for

2006–2007 a month ahead of schedule, and doubled that target for 2008 to

¥1,100 billion. What is perhaps most important is that Japan Post has proved

something no one would have believed possible only a few short years ago: that

Japanese are willing to buy riskier investments than just savings accounts at their

local neighborhood post office [11].

One reason why the financial service firms had been at all successful in selling

the new investment trusts was because the long upward trend of global equity and

property prices calmed investor fears. A rising tide raises all ships. Those halcyon

days are now over, but their success is also attributable to the fact that the banks and

Japan Post committed a lot of resources to the task. The insistent drumbeat of their

sales pitch that Japan’s retirees must begin to invest and not just save has begun to

move older Japanese to reallocate their asset portfolios towards a higher risk/reward

profile. Because interest rates in Japan have remained at historic lows for the past

decade, it has been relatively easy to persuade older depositors to take advantage of

the more attractive returns currently available from even the most conservatively

managed investment trusts.

There is a double-edged sword inherent in marketing these riskier products, and

the danger signs were already evident several years ago. As of 2007, 25% of

Japanese customers who purchased investment trusts from major banks or bro-

kerages were not satisfied with the service rendered, because of sales fees that are

too high or a dearth of postpurchase information and insufficient explanation of the

risks associated with the products. Significantly, the level of customer satisfaction

was much higher when investment trusts were bought from online brokerages or

directly from the mutual fund company [12]. So, the giants of Japan’s financial

community must not underestimate this target market as they did for so many

decades when a highly regulated system gave them the advantages of an oligopoly

without the possibility of credible foreign competition. The world is changing, and

the silver market is a cohort that will vote with its assets and take its wealth

elsewhere if not treated properly.

The banks had extra motivation since October 2007 to improve their service

because a new law was passed whose intent is to protect elderly customers from

sharp practices when buying investment trusts and other risk products. Now, selling

risk instruments to seniors without first confirming that they understand how the
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products work could subject the seller to government penalties, so banks are

working to ensure compliance. Sumitomo Mitsui Banking Corp. requires that

customers aged 70 or older be accompanied by a family member when purchasing

a variable annuity. Bank of Tokyo-Mitsubishi UFJ explains the risks involved at

least twice to customers over 70 when selling investment trusts and variable

annuities. Some banks are also strengthening their after-sales service, such as

Mizuho Bank, which is starting to increase the frequency of visits to customers

over 70 to explain the investment performance of their holdings to less than 6

months between calls [13].

The subprime mortgage bubble, which burst in late 2007 and continues to work

its way through the international financial system, affecting Japan as well as the

USA and other advanced economies, only serves to strengthen the call for caution

and attention to legal and ethical constraints on financial product marketing to elder

citizens on limited or fixed incomes. There are no doubt older Americans in danger

of losing the roof over their heads in the fallout from the subprime mortgage

implosion, and this issue must also be taken into consideration when marketing

housing to retirees in Japan.

Marketing Real Estate to Older Consumers

One’s house is truly one’s castle, and this becomes even more so as we age and our

mobility declines. Sometimes, when children grow and leave the family home, it

becomes obvious that we might be happier, more comfortable, or better served by a

different type of housing. This sentiment became the stimulus for a mass movement

in the USA over the past quarter century, with a major shift of retirees to properties

that had been developed with them in mind, in Sun Belt states like Florida, Texas,

and California where they were offered adults-only communities that promised

them a carefree lifestyle. Japan has not been immune to the impact of this cultural

shift, but the importance placed on family members as caregivers of their own

elderly at first created a somewhat different twist on the concept of senior housing.

The high cost of living in Japan proper has also created an opportunity for

marketing housing solutions outside of Japan to Japanese baby boomers. This

movement occurred in the UK on a large scale, where thousands of retired British

subjects became permanent expatriates in Spain and Italy. Also, in the USA

increasing numbers of American retirees on fixed incomes have been buying

condominiums in Panama and Costa Rica because they provide cheaper alternatives

for growing old comfortably than are currently available in the USA proper.

However, housing alternatives for the silver market must take into account both

the economic and the social aspects of their lives. For most Japanese boomers, their

peak earning years are over and, depending on their financial situation, they will

either have to live on a limited fixed income or be able to call on rather substantial

liquid assets for their retirement lifestyle. In either case, the issue of appropriate

housing requires a consideration of the fact that the strength of the Japanese family
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unit is in fact weakening, though perhaps not to the degree that can be seen in the

USA. Hard evidence about how much more these baby boomers want to distance

themselves from their children’s lives, and vice versa, than was thought possible

only a few years ago can be found in the data on the decline of coresidential living

arrangements among contemporary Japanese families.

Between 1975 and 1995 the proportion of Japan’s over-65 population living

together with their children fell from 72 to 49%, and there was a corresponding

increase in the percentage of older Japanese living alone (from 7 to 12%) and in

couple-only households (almost doubling, from 15 to 28%) [14]. These trends have

continued and, if anything, may have even accelerated. Developers and marketers

of residential properties saw an opportunity to sell a type of housing to these older

Japanese that fused the ideal of keeping the entire family under one roof with the

reality that parents and married children are frequently less willing to compromise

their privacy than in previous generations. The existence of such contradictory

emotions led to the creation of the multigeneration house.

The “two-generation house” (nisetai jutaku) was a concept that was supposed to
provide parent and child with separate housing units under the same roof, and the

Japanese government added its seal of approval for this model by legally stipulating

that the two families in the dwelling had to be related to each other. Of the ten major

housing companies, the three largest in 1994 (Sekisui House, Misawa Home, and

Daiwa House) reported that approximately one third of their orders were for nisetai
jutaku (see pp. 60–61 in [15]). Similar to the pace and direction of deregulation in

financial services, with housing policy as well, the not-so-subtle influence of the

Japanese government is apparent in the way the industry is allowed to develop and

in the specific products it offers to fulfill the anticipated needs and desires of the

baby boom generation. A not irrelevant issue encouraging the proliferation of

nisetai jutaku housing was the fact that the housing company would be able to

secure an advantageous “two-generation loan” to finance the construction of this

type of residence (see p. 62 in [15]).

But, there was trouble in paradise that within a decade led to questioning the

very rationale for the two-generation home. The parents felt cheated, because their

assets had been a major reason why such housing could be created, but they

perceived little benefit from the close proximity with the family of their offspring.

The marketing of this housing involved promoting an unrealistically harmonious

view of three generations living together in an almost idyllic environment. The

reality was that “the anticipation of the elderly couple in the sharing of their

grandchildren was not matched by the reality of being left alone with them” as

perpetually available babysitters (see p. 64 in [15]). The adult children gained more

from this arrangement than did their elderly parents, who felt their freedom of

movement was constrained by the expectation that they would always be willing to

take care of their grandchildren, even as their own grown-up children paid them

little attention except when they were needed.

In a reaction to the negative feedback from the multigenerational home, the real

estate industry began to realize that a change in marketing strategy was needed. Out

of this necessity was born the promotion of technologically advanced and user-

402 K. A. Grossberg



friendly housing for the elderly. Behind such an initiative lay the recognition that

elderly parents had been the financial senior partner in the joint household situation

from the start, often because they owned the very land upon which the house was

built (see p. 65 in [15]). So, in the mid-1990s homes with safer, more convenient

features for elder residents began to appear in Japan. Some of these amenities

included wider corridors (to accommodate wheelchairs), the elimination of thresh-

olds and steps within the house between rooms, installation of railings in bathrooms

and along walls, and the use of extra large and easy-to-read switches for lights and

fixtures (see p. 66 in [15]).

The development companies learned that the ideological emphasis on a multi-

generational family living together as in the past is not the great selling point they

had assumed it would be. Japanese seniors are waking up to the altered emotional

landscape of the family in the twenty-first century and are more interested in finding

a housing solution that suits their own needs, rather than one which keeps the family

“together” under terms unfavorable to their autonomy and freedom. This altered

emphasis matches the government’s recognition that families can no longer be

shamed into taking care of their elder members, a technique for social control that

had been used successfully countless times in Japan’s recent past. Public agencies or

private services increasingly will have to pick up the slack as fewer young Japanese

are willing or able to make the sacrifices required to take care of their aging parents.

A third type of solution for the housing needs of the baby boomer generation –

besides the multigeneration home or the “reformed” dwelling – lies not within

Japan itself but beyond its borders. Although Japan has the world’s oldest popula-

tion, it is not the pioneer in this activity. The British have long been relocating

outside of the British Isles to the warmer climes and cheaper living available on the

coasts of Spain and in Italy, as well as other Mediterranean locations. The USA has

the advantage of being a large, continental country with its own Sun Belt perfectly

suited for the golf courses, hot tubs, outdoor pools, tennis and shuffleboard courts,

and the easy living touted by retirement communities consisting of homes and

condominiums built specifically for the older buyer. Language and culture, of

course, are not a problem for Americans and Canadian “snowbirds” who simply

migrate south or west. Nevertheless, the high cost of living in the USA has

encouraged Americans to look abroad too, mainly south of the border in Central

America and the Caribbean, for environments boasting both a warm climate and a

low cost of living. Panama, in particular, has become extremely popular as a long-

stay destination for such retirees.3

3Sinpatanasakul [17] describes in detail why Panama is the number one destination for Americans

seeking a low cost of living country to retire. The visa program offered by Panama, known as the

“pensionado” program, provides retirees with discounts that have no serious competition any-

where else. As long as retirees are able to document a minimum monthly pension of US$500 (in

addition to US$100 for each dependent), they are eligible for the pensionado visa offering the

following benefits:

Import duty exemption for household goods

Tax exemption to import a new car every 2 years
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For the Japanese who choose to move abroad to find pleasant and affordable

surroundings, the different languages, cultures, and level of health and other

services available are important considerations, and constitute substantial obstacles

to the marketing of this real estate option. To date, not many older Japanese have

actually migrated to the Philippines, Malaysia, Thailand or other countries that have

tried to attract them in order to bring their foreign exchange into the various

domestic economies. Nevertheless, the idea keeps growing, and these three South-

east Asian countries in particular seem to think that attracting the Japanese baby

boomer expatriate is a viable marketing proposition. Each has devised a different

program with varying financial and visa requirements (see Table 29.1).

The concept of overseas migration for the retired was introduced to the Japanese

population in 1986, when the Japanese government proposed a project called

“Silver Colonies” to build towns and villages for Japanese pensioners in Australia.

That project never materialized because of Australian opposition. In 1992 the

Japanese Long-Stay Foundation was established to facilitate long-stay tourism

abroad. Southeast Asian countries began to see the economic virtue of this idea

after the slump caused by the economic crisis of 1996. The crisis proved a stimulus

for Malaysia, Thailand, and the Philippines to launch individual programs that

created special visa categories for retirees. However, purchase behavior and incen-

tives vary with different income groups. Japanese with higher incomes prefer to

travel to various countries for a “look-see” before they decide on where to eventu-

ally settle, while less affluent retirees tend to move directly to a country because of

the lower cost of living there ([16] as cited in [17]).

For these various initiatives to succeed, a health and welfare infrastructure that is

Japanese-friendly must be erected. Having healthcare facilities staffed with Japa-

nese speakers is one way Thailand has tried to make itself more attractive to the

potential Japanese long-stay prospect. The relative lack of security in some of these

countries when compared to Japan is another issue that must be tackled to set the

risk-averse Japanese baby boomers’ minds at ease. So, this is still a work in

50% off entertainment anywhere in the country (movies, theaters, concerts, sporting events)

30% off in-country bus, boat, and train fares

25% off in-country airline tickets

50% off hotel stays Monday through Thursday

30% off hotels stays Friday through Sunday

25% off restaurant bills

15% off at fast-food restaurants

15% off hospital bills (if no insurance applies)

10% off prescription medicines

20% off medical consultations

15% off dental and eye exams

20% off professional and technical services

50% reduction in closing costs for home loans

25% discounts on utility bills

15% off loans made in your name

1% less on home mortgages for homes used for personal residence

20-year property tax exemptions on all newly constructed homes
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progress, but if economic conditions continue to favor an overseas cost-of-living, it

is one option that Japan’s silver citizens may well begin to take more seriously.

Summary and Conclusion

Enabling Japan’s aging population to (1) sustain and support itself from its accu-

mulated savings, and (2) enhance its quality of life are two goals that can best be

served by innovative product development on the part of the financial services and

real estate industries, but with serious attention also paid to the safety of those

products, given the recent history of financial meltdowns. To summarize the key

points that have been discussed in this chapter:

l The rapidity with which Japan is becoming a geriatric nation means that it must

be a pioneer in creating solutions for enabling its elderly to grow old in physical

comfort and financial security, or suffer the consequences of failing to do so. In

this review we have examined some of the initiatives that promise to reward the

creative marketer, while simultaneously fulfilling this promise of a better life for

the country’s seniors.
l One area of these innovations is designing financial instruments that answer the

need for higher returns without unduly increasing the older investor’s risk. This

issue has taken on new urgency with the global impact which the recent

recession and financial meltdown has had on the developed world’s banking

and securities industries. The crises of the past two years jeopardized not only

the retirement nest-egg of millions of senior citizens in the USA, Japan, and the

Table 29.1 Long-term Japanese expatriate resident requirements and conditions in three South-

east Asian countries [17]

Thailand Malaysia Philippines

Visa name Thai second home Malaysia my second

home

Special resident retiree’s

visa

Visa duration Permanent 10 years Permanent

Financial

requirements

Monthly income of

US$1,650 or

deposit of US

$25,000

Local deposit of US

$87,000 (under 50);

US$43,000 (over

50)

Monthly pension of US

$800 þ local deposit

US$10,000 (over 50)

Property ownership 60/40 Thai/foreigner Yes 60/40 Filipino/foreigner

Tax policy Offshore income is

tax-free

Offshore income is tax-

free

Offshore income is tax-

free

Cost of living Rank 127th Rank 114th Rank 141st

Health care Outstanding Advanced Advanced

Politics and crime:

Political stability 0.55 0.51 �0.49

Terrorism index 1 1 4

Crime index Ranked 14th Ranked 34th N/A

Language Thai English, Malay English, Filipino
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European Union, but the very financial structures of those countries as well. The

new cautious environment means that marketing financial services to the elderly

will increasingly emphasize legal and ethical constraints on risk exposure. This

will be in addition to the current Japanese focus on designing products that offer

an attractive return, and on providing ancillary services that attract seniors to

particular banks or financial institutions in order to capture a larger share of their

investment business.
l Another initiative involves creating new and renovated housing options that are

elder-friendly, including the packaging of practical offerings that would make it

possible for seniors to move abroad in order to enjoy an affordable retirement

lifestyle not possible on a fixed income in Japan proper. Quality of life issues

relevant to older Japanese will receive increasing attention from Japanese firms

that develop real estate and renovate (reform) older properties. This trend may

also influence the way the residential real estate industry evolves elsewhere in

the world, such as in the USA and Europe, where the population is aging more

slowly but will have similar needs in the not-too-distant future as they bulk

larger in those countries’ total populations, and where inexpensive overseas

housing alternatives might become more mainstream choices.

Time will tell which of the many options will capture the imagination – and the

pocketbooks – of Japan’s aging boomers. However, they are so important to the

Japanese economy that their needs cannot be denied. The more attentive and

creative marketers will win the competition for their patronage, as the financial

services and residential real estate industries continue to transform themselves to

accommodate this major consumer market.
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Chapter 30

The End of Mass Media: Aging and the US

Newspaper Industry

Mark Miller

Abstract The Baby Boom generation – the largest in US history – grew up with

mass media, and is by far the largest constituency for newspapers, television, and

magazines. But, as audiences age and fragment, the economic foundation of these

traditional media is challenged. The pain is especially sharp in the newspaper

industry, giving rise to worries about the future of American journalism.

Introduction

The Baby Boom generation represents the last gasp for mass media in the USA.

Boomers – the largest generation in American history – grew up with television,

newspapers, and magazines, and they are the largest constituency for traditional

media. However, the generations following Boomers are far less loyal, spreading

their time across a wide array of new digital information choices. The pain of

audience erosion has been felt most sharply in the newspaper industry, which has

had the greatest difficulty attracting younger readers. Surprisingly, even older

audiences (Boomers and seniors) have begun to shift their attention away from

printed newspapers towards new media choices. That erosion, along with advertiser

perception that older consumers are less desirable marketing targets, has rocked the

economic foundation of the US newspaper publishing industry. Revenues from

advertising and circulation have been falling at an accelerating rate during the

recession. Investors have fled newspaper stocks, leading to a wave of industry

consolidation via mergers and acquisitions.

It’s ironic that the newspaper industry finds itself being punished for its audi-

ence, since Boomers are by far the most affluent American demographic segment.

However, quality of audience hasn’t helped newspapers convince youth-obsessed

advertisers to stay on board. And investors worry – correctly – that newspapers

simply won’t be able to replace Boomer readers as they age and die. Indeed, a good

deal of evidence points to continued fragmentation of audiences for news, enter-

tainment, and other content as Boomers age out of the market in the coming

F. Kohlbacher and C. Herstatt (eds.), The Silver Market Phenomenon,
DOI 10.1007/978-3-642-14338-0_30, # Springer-Verlag Berlin Heidelberg 2011
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decades. Large, mass audiences will be harder to find for all traditional media

companies. Instead, media companies will find themselves responding to customer

demands for customized access, and serving niche markets. The newspaper sub-

scriber gives way to Internet users who access a story or two on a website via news

integrators like Google News. Television viewers who once sat down for 2–3 hours

of programs at a time now download just one show they want from the Internet.

Music lovers don’t buy the full CD of their favorite artists, just the individual songs

they want.

Fragmentation poses a threat to all traditional media, but the threat to news-

papers is especially alarming. The large editorial budgets and staffs of newspapers

historically have been the most important source of the unbiased fact-gathering that

is the foundation of news information flow in the US. As newspapers fall victim to

fragmentation and ebbing revenue streams, it’s not yet clear what new form of

robust newsgathering organizations will take their place.

Newspapers face a long, difficult transition from print to success in digital

media. In order to survive that transition, they will need to find a way to retain

their core, older print audience as long as possible – and to convince advertisers of

their value.

The US Boomer Market

Baby Boomers have dominated and shaped America’s economic, political and

social scenes, partly due to their sheer numbers. Born in the post-war years 1946

to 1964, Boomers account for 78 million adults, the largest generation in US

history. However, the impact of Boomers also stems from a unique perspective

shaped, in particular, by the coming-of-age experience of older Boomers. As young

adults in the 1960s and 1970s, Boomers led the charge in massive social and

political upheaval that included the civil rights and anti-war movements, feminism

and women’s rights, sexual freedom, drugs, and rock music. As they have moved

through different stages of life, they’ve continued to remake their social environ-

ment. From an economic perspective, Boomers have driven sales of various indus-

tries: baby food in the 1950s and 1960s; blue jeans, fast food and rock music in the

1970s and 1980s; mutual fund companies and retirement funds in the 1990s.

In the same sense, the Boomer generation identity is linked with the explosion

and dominance of mass media in the second half of the twentieth century, particu-

larly television:

Television separated the Boomers from every previous generation. Mass production and

technological advances in the 1950s allowed most American families to own a set. . .in
1948 there were fewer than 400,000 TV sets in the country. Four years later there were

nearly 19 million. By 1960 nine out of every ten American homes had a TV, and the

average set was turned on for at least six hours every day. . .according to the political

scientist Paul Light, the average Baby Boomer had viewed between 12,000 and 15,000

hours of television by age 16 [1].
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Now, media companies face the stark reality that their most loyal audience is

aging, and that the US population profile is turning more gray. The oldest Boomers

turned 60 in 2006; by 2011, the number of the country’s adults age 50–69 will be

roughly equal to the number of adults age 30–49, according to the US Census

Bureau (Fig. 30.1)

An aging customer base generally is a worry for any business, and mass media is

no different. The industry relies on revenue from advertisers who, in turn, typically

are hunting for young customers. The idea is to capture “customers for life” when

they are in their prime as consumers. Marketers tend to see older consumers as set in

their brand preferences, winding down their activities and pursuits – and not really

buying much of anything [2].

The Boomer generation puts such traditional marketing thinking to the test. Just

as they have put their unique stamp on every other phase of life, Boomers show

signs of remaking life beyond 50. Most tell researchers and journalists that they

envision an active and engaged post-50 lifestyle. Most Boomers plan to keep

working in “retirement,” to stay active or because the income is needed. At the

same time, they intend to pursuing new passions such as travel, learning, and

volunteer activities [3]. Boomer net worth has been diminished sharply by the

recession, due to the plunging value of housing and retirement portfolios. However,

they remain the most affluent US demographic segment; they account for 36% of

the adult population, but account for a disproportionate share of wealth and

consumer spending in a wide array of categories.

Newspapers have an especially commanding share of Boomer readers, who

should be a premium marketing target for advertisers. Among adults age 50–59

years of age, 52% read a newspaper daily, and 60% are regular Sunday readers [4].

Still, newspapers have had trouble selling what should be a premium-marketing

target to advertisers. Just the opposite, in fact: media buyers extract discounts from

publishers due to the aging of their audiences [2].
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The Fragmenting Media Audience

At the heart of the newspaper industry’s dilemma is the explosive growth in the

number of consumer information options. The Internet, PDAs andMP3 players, video

games, and social media websites all compete for the time and attention of consumers.

And, they take time away from traditional media. Consider the following trends [5]:

l Prime-time network television declined 30% in the 10-year period ending in 2005,

and the number of hours watching broadcast television overall dropped 15%.
l Total magazine circulation has been sliding since 2000.

Meanwhile, overall US Internet penetration is now at 60%. Some 45% of

Americans now spend 4 h per day or more online outside of their working hours,
a figure that rivals television usage: 65% of Americans watch 4 h or more of

television per day (Fig. 30.2) [6].

Social media and websites where users create their own content are also seeing

soaring use that steals time from traditional media. About 45% of Americans now

use sites such as MySpace and Facebook.1

Although younger Americans are leading the charge in adopting new media,

Boomers are definitely along for the ride. And why not? Boomers have embraced –

and invented – all sorts of new technology and information platforms in their

lifetimes: the personal computer, e-mail, cell phones, video cameras, MP3 players

Fig. 30.2 Nearly 45% of users spend over 4 h per day online for personal use; TV rivaled in

attention, though 65% still watch over 4 h per day

1Source: IBM Corp.
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and DVDs, just to name a few examples. Why would a generation so comfortable

with new technology turn away from it just because they’ve started turning 50 or 60?

So, it should come as no surprise that 65% of Americans age 50–64 are online

[7], or that time online is pulling them away from print media. As recently as 1999,

72% of US adults aged 55 and older read a daily newspaper; by 2008, that figure had

slipped to 57% [8].

It’s not just new media that are fueling this decline. There’s striking evidence

that older consumers are simply losing interest in following news. As Table 30.1

shows, the number of older Americans who feel the need to “get the news every

day” fell sharply over the period 1995 to 2005. Although the reasons for this decline

aren’t entirely clear, some analysts point to a general societal turnoff to political and

media institutions:

Over the last 17 years, consumers of news and information have come to perceive the media

as biased, inaccurate, and unprofessional. While at least one-half of all adult Americans in

2004 tended to believe their daily newspaper, believability ratings have been falling over

the last several years and lag behind network television. According to the Pew Center for

People and the Press, ‘the public’s evaluations of media credibility also are more divided

along ideological and partisan lines. Republicans have become more distrustful of virtually

all major media outlets over the past four years, while Democratic evaluations of the news

media have been mostly unchanged.’ [5]

The shift away from news is an especially negative development for newspapers,

which have counted older Americans as their stronghold audience. The picture

doesn’t get any brighter when one projects forward to look at the media habits of

younger age cohorts.

People form their news and information habits at a fairly young age, and those

habits tend to stick as they age. Since 1972, the National Opinion Research Center at

the University of Chicago has been asking Americans whether they read a newspa-

per daily as part of its well-regarded general social survey (GSS). The data reflect

falling readership levels across age groups. The number of Americans age 20–29

who say they read a newspaper every day had fallen from 46% in 1972 to 21% in

2002. Clark Martire and Bartolomeo, an industry research firm that has analyzed the

GSS data, predicted that 9% or fewer of 20–29 year olds would be daily newspaper

readers by 2010 [9]. The age groups maintain a fairly consistent newspaper-reading

habit as they age, but no age groups showed sizeable gains in readership as they grew

older. In essence, newspapers are failing to replace readers as they age and die.

Impact on the Industry

The impact of falling readership has been unmistakable, using any number of

yardsticks:

l The number of newspapers. There were 1,422 daily newspapers in the US in

2007, compared with 1,763 in 1960 [8].
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l Circulation. Total morning and evening daily circulation stood at 52.3 million in

2006, down from 58.8 million in 1960.
l Market penetration. In 1950, 123% of US households bought a newspaper daily

[10]. That’s not a typographical error; rather, 1.23 newspapers were bought per

household. By 1990, penetration had plunged to 67%, and in 2000 it was just

53%.
l Advertising. Total print newspaper advertising revenue was projected to end

2009 at $26.0 billion, down from $48.6 billion as recently as 2000 [11].
l Market valuation. Investors have fled newspaper stocks in recent years. For

example, the average monthly adjusted price of shares in New York Times Co.

fell 25% from January 2008 through the end of 2009.2

Newspapers have tried to get into the act online, but with middling results.

Among the five highest-traffic US news sites in 2009, only one – the New York

Times – was a newspaper website; the highest-traffic news sites were MSNBC,

Yahoo!, CNN and AOL News [8] One reason for the unimpressive audience growth

at newspaper sites is their mediocre website design and content. In fairness,

newspaper websites operate in a vastly different competitive environment than

their print counterparts. Most American cities today have just one major newspaper;

a handful still have two or three local print competitors. On the Internet, newspapers

find themselves competing with a vast array of news providers in a truly global

market.

Even when newspapers do win the battle for online eyeballs, the revenue

generated is far less than in print. Newspapers need two to three dozen web users

to replace the revenue generated by a single print reader [12]. That reflects not only

the loss of newspaper print circulation revenue, but online ad rates that are far lower

than in print.

Future of Print Journalism

The threat to newspapers raises serious concerns about the future of serious,

research-based journalism in the USA. Although magazines and some television

news organizations remain committed to maintaining substantial reporting and

research staffs, large editorial budgets at newspapers historically have provided

the information underpinning most independent journalism in the USA. Overall

newsroom employment has plunged [10], and battles between editors and corporate

management have occurred repeatedly in recent years at major newspapers such as

the Los Angeles Times as economic pressure grows. New York Times Co., which is

well-known in the industry for lavish editorial budgets and high-quality journalism,

has faced increasing pressure from investors seeking improved financial results

2Source: Finance. yahoo.com
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[13]. Many industry observers believe the pressure will accelerate as the industry’s

economic underpinnings continue to weaken in the years ahead – and that news-

gathering will suffer.

“The core issue is, who will pay for the reporting that is the fundamental basis

for public discourse?” says Ken Doctor, author of Newsonomics: Twelve New

Trends That Will Shape the News You Get (St. Martin’s Press, 2010) and a former

top editor and executive with newspaper publisher Knight Ridder:

There is a fundamental difference between reporting and commentary. The emergence of

blogging has made it possible for people outside newsrooms with real knowledge to

comment and analyze, and get their thoughts to audiences. The problem is the original

source reporting. What do people opine about? The news. The best reporting on that news

feeds the commentary. Newspaper journalists have a different legacy than other journalists.

They come to work every day to find out what is happening, and they don’t tilt their

reporting to suit advertisers, politicians or business executives. Their value system is one of

no fear or favor, and that’s what is threatened here.3

Summary and Conclusion

Newspaper publishers may be able to survive in a highly-competitive digital

environment, but the transition to success will be painful and long. While fighting

that battle, these companies would do well to re-focus on their core audience of

Boomers, the last loyal mass audience and one with demographic characteristics

advertisers should love. For a start, newspaper publishers need to find ways to halt

the erosion of that older print audience. Then, they should lead a media industry

charge to convince advertisers that Boomers have the money and want to spend it –

and that newspapers are the place to reach them.
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Chapter 31

Material Innovation in the Japanese

Silver Market

Junichi Tomita

Abstract By means of a case study, this chapter argues what the material innova-

tion process in the Japanese silver market should be like. Material suppliers are

continuously attempting to contribute to an aging society through material innova-

tion. Although they are not always successful in their intentions to meet the needs of

users, they at times discover the actual needs of the users, which are slightly

different from the perceived needs. Subsequently, these suppliers work on improv-

ing the new materials so as to meet the actual needs of users by developing a close

contact with them. The case of superabsorbent polymer (SAP), studied in this

chapter, is a typical example of this. We term this material innovation process an

emergent process. The SAP “AQUALIC CA” launched on the market by Nippon

Shokubai Co., Ltd., in 1983 is a raw material that facilitated the popularity of

disposable diapers in the Japanese market. It also currently holds a large share in the

American and European markets. However, it was not originally designed for use in

disposable diapers, and the process it underwent from development to marketing

was not linear. This case study describes how after failure in its technological

development and supply agreements, success was finally achieved. Further, it

indicates the effectiveness of developing evaluation technologies in the process

through an end-user oriented approach. As a result, this study should prove to be a

valuable aid in helping material suppliers in understanding effective innovation

management.

Introduction

What should the material innovation process be like? What is effective innovation

management for material suppliers? In recent times, the silver market is growing in

Japan, and material suppliers are required to contribute to an aging society through

material innovation. For example, nursing care goods such as furniture, food, and

sanitary products are composed of several materials. Material suppliers often

attempt to develop new materials. Although they are not always successful in

F. Kohlbacher and C. Herstatt (eds.), The Silver Market Phenomenon,
DOI 10.1007/978-3-642-14338-0_31, # Springer-Verlag Berlin Heidelberg 2011
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their intentions to meet the needs of users, they at times discover the actual needs of

the users, which are slightly different from the perceived needs. Subsequently, these

suppliers work on improving the new materials so as to meet the actual needs of the

users by developing a close contact with them. The case of superabsorbent polymer

(SAP), studied in this chapter, is a typical example of this. We term this material

innovation process an emergent process.

Disposable diapers first appeared in Sweden during World War II as an alter-

native to cloth diapers. After the war, panty-type disposable diapers were sold in

the USA, and became highly popular. In the USA and Europe, with the abundant

availability of wood as a resource, flocculent pulp was used as an absorbent

material in these diapers. As many women had already advanced into playing

active roles in society, the use of disposable diapers instead of those made of cloth

allowed such working women to save time. Consequently, disposable diapers

became highly popular in the USA and Europe before they attained similar

popularity in the rest of the world. In Japan, however, the widespread use of

disposable diapers came about much later, and until around 1980, most diapers

were made of cloth.

Under such circumstances, the SAP “AQUALIC CA,” launched on the market in

1983 by Nippon Shokubai Co., Ltd. (hereinafter Nippon Shokubai), began to be

used as a diaper material due to its low cost and excellent absorption characteristics.

As a result of the adoption of this material, disposable diapers have become highly

popular in Japan, and, at the same time, the use of SAP has increased in the

American and European markets.

Moreover, at present, the demand for adult disposable diapers is growing in

order to support the independence of elderly people, improve the comfort level of

incontinent patients, and minimize the workload on nursing care.

Currently, more than one million tons of SAP products, including AQUALIC

CA, are consumed worldwide. Based on the estimation of 10 g SAP/diaper, one

million tons of SAP can amount to 100 billion disposable diapers. Assuming that

each child uses an average of four diapers per day, or an average of 1,500 diapers

per year, these 100 billion diapers cater to the needs of as many as 65 million

children.

Thus, SAP has now become the primary raw material used in disposable diapers.

However, AQUALIC CA by Nippon Shokubai, one of the major SAP products, was

not originally developed for use in disposable diapers. The process it underwent

from development to marketing was not linear. Nippon Shokubai experienced many

failures during technological development and subsequent supply agreements

before finally meeting success.

Here, we examine the factors underlying the successful development of this

product, as well as the process it underwent that led to its success. Further, this

study indicates the effectiveness of the accumulated evaluation technologies in

the process by an end-user oriented approach. Consequently, it is supposed that this

study will be a valuable aid to material suppliers in understanding effective

innovation management.
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Market and Product

Market

Figure 31.1 shows the production volume of disposable diapers in Japan during the

12 years 1997–2008. In comparison with the production volume for adults, the

production volume for children is much larger. However, the former increased

rapidly since 2002. Moreover, the population structure in Japan has currently

witnessed drastic changes in that the number of births has declined, but the number

of elderly people over the age of 65 has increased. According to a report of the

Ministry of Internal Affairs and Communications in Japan, by 2030, there will be 35

million elderly people, comprising 30% of the entire population of Japan. Further,

the number of elderly nuclear families has also increased. Under these conditions,

disposable diapers for adults will be more important in supporting the independence

of elderly people, improving the comfort level of incontinent patients, and reducing

the workload on nursing care.

Currently, approximately 10 g of SAP is used to produce one diaper. Therefore,

20 billion disposable diapers for children can be manufactured with 200,000 tons of

AQUALIC CA. A child uses an average of four diapers per day or an average of

1,500 diapers per year. Hence, these 20 billion diapers can fulfill the needs of as

many as 13 million children.

In 1983, Nippon Shokubai launched AQUALIC CA on the market as a SAP

product. It is a type of powdered polymer called a lightly cross-linked acrylic acid

polymer; moreover, for the first time in the world, it is manufactured by employing

the bulk aqueous solution polymerization method. Ninety percent of the AQUALIC

CA manufactured is currently used in the production of disposable diapers. In terms

of the production volume of disposable diapers, about 80% of the total manufac-

tured quantity is used for children’s diapers, about 10% for adult diapers. Other uses

include sanitary napkins, pet products (as an alternative to sand for cats, pet sheets,
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etc.), food-related products (drip-absorbent sheets), household products (disposable

portable body warmers), cables (waterproof tapes for optical cables), water-

retention materials for soil management, etc.

Due to its unique characteristics, described in a later section, the market share

of AQUALIC CA was about 25% of the global SAP market as of 2007; it was

competing with BASF of Germany for the leading position in the market. The size

of the global market has reportedly reached around one million tons, or approxi-

mately 150 billion yen in value based on a rate of 150 yen/kg.

Over the past decade, the global demand for SAP has been growing at a pace

exceeding 10% annually, and Nippon Shokubai has increased its production capac-

ity accordingly (see Fig. 31.2). In 2005, the company started production at a new

plant in China with a production capacity of 30,000 tons/year.

Product

Disposable diapers basically consist of a top sheet through which water can pass

freely, a water-absorbing core, and a back panel that is impermeable. AQUALIC

CA is used in the absorption core. Until the beginning of the 1980s, approximately

70 g of pulp was used in the absorption core. Later, the core weight was reduced to

40 g with the introduction of a SAP such as AQUALIC CA.

The use of AQUALIC CA provides advantages such as free absorbency, high

maintenance capacity, high complementarities, and low cost.
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First, it can swell considerably in volume by absorbing water (strong absor-

bency), and yet, it does not leak the absorbed water even under constant pressure.

For this reason, when used in diapers it not only prevents the leakage of urine but

also prevents the buttocks of children from becoming soiled.

Second, its capacity to disperse liquid is excellent. To increase liquid dispersion,

the absorption concentration of the polymer should not be too high and the

absorption speed should not be too fast. If the absorption concentration is further

increased, the efficiency of the diaper decreases due to gel blocking. If the absorp-

tion speed is too fast, absorption occurs only at that portion of the diaper that has

come into direct contact with urine and thus decreases the sustainability of the

diaper. AQUALIC CA serves as a balance between such factors.

Third, it complements the urine absorbency of pulp. SAP can further absorb the

urine after it has been absorbed by the pulp, thereby drying up the pulp and enabling

its reuse.

Fourth, its cost of production is low because it can be easily mass-produced. The

conventional manufacturing method (i.e., the reverse phase suspension polymeriza-

tion method) was inferior in terms of its process ability after polymerization, drying

ability, and mass production. The novel polymerization system and manufacturing

method developed by Nippon Shokubai have greatly improved productivity.

AQUALIC CA is now widely used in the manufacture of adult disposable

diapers. According to Kajiwara and Osada [2], these diapers can be divided into

four types: panty-type, flat-type, supplementary pad-type, and pad-type. The panty-

type diaper is an adult diaper that is most widely used. The adult panty-type diaper

is similar in structure to the disposable diaper manufactured for children. The flat-

type is used along with a diaper cover or a net panty. The supplementary pad-type is

placed onto a diaper in order to improve the absorption capability of the diaper.

These three types exhibit strong absorption and are thus used for those who require

considerable protection. In contrast, the pad-type diaper has weak absorption

capacity and is used by those who do not face a serious problem. The production

volume of pad-type diapers has tripled over the last decade because of its high

usability and low cost.

History of SAP and the Development of Disposable Diapers

SAP has evolved alongside the development of disposable diapers for children.

Disposable diapers first appeared in Sweden during World War II as an alternative

to cloth diapers. As in those days cloth and detergents were scarce in Sweden, the

feasibility of using the country’s abundant wood resources for diapers was studied.

Disposable diapers are said to have originated from tissue-disposable diapers.

After the war, panty-type disposable diapers were sold in the USA, and became

highly popular. In the USA and Europe, where there existed abundant wood

resources, flocculent pulp was used as an absorbent material in diapers. As many

women had already advanced into playing active roles in society, the use of

disposable diapers enabled such working women to save the time that would have
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otherwise been spent washing cloth diapers. Consequently, disposable diapers

became highly popular in the USA and Europe before they attained similar popularity

in the rest of the world. In Japan, however, the widespread use of disposable diapers

came about much later, and until around 1980, most diapers were made of cloth.

The development of SAP itself dates back to the 1960s in the USA. In those

days, research on SAP in the USA focused on the water-retention materials used in

soil management. The first patent for the use of SAP in disposable diapers was filed

in the USA in 1972. Subsequently, in 1974, a research laboratory affiliated with the

Department of Agriculture published a report stating that starch–acrylonitrile graft

polymer, which used starch, was useful as a SAP.

Based on this report, Sanyo Chemical Industries, Ltd., began research on SAP.

In 1978, it commercialized a SAP, and Daiichi Eizai Co., Ltd., began using this

material for sanitary napkins. At around the same time, Procter & Gamble (P&G)

entered into the Japanese market and began selling its disposable diapers named

“Pampers.” In those days, SAP had not yet been used in disposable diapers; applied

research on SAP was also underway in Japan.

In such an environment, Unicharm Corp. began selling disposable diapers using

SAP in 1981. Although, the product contained only a small amount of SAP, it

stimulated the disposable diapers market in Japan. In 1983, Nippon Shokubai

commenced the commercialization of its SAP product and in 1984, successfully

launched a production plant with a capacity of 10,000 tons/year, a considerably

large mass-production plant. Sanyo Chemical Industries, Ltd., the largest SAP

supplier in Japan at the time, had a plant with an annual SAP production capacity

of only several hundred tons.

In 1985, following the example ofKaoCorp, P&Gbegan selling disposable diapers

using a large amount of SAP.Asmass production commenced, the price of SAP began

to decline, and the volume of SAP usage increased. Since then, the popularity of

disposable diapers has sharply risen in Japan and, at the same time, the use of

disposable diapers with SAP has also increased in the USA and Europe (see Fig. 31.2).

More than 90% of SAP is currently used for sanitary materials such as dispos-

able diapers; moreover, most of this SAP is composed of lightly cross-linked acrylic

acid polymers. Since this material has characteristics suited to disposable diapers

and is low in cost, it has become the mainstream material used in the production of

SAP. Other types of SAP have limited usage in industrial applications.

Background of the Development of AQUALIC CA

Development of Sodium Polyacrylate

As its name suggests, Nippon Shokubai (literally, “Japan Catalyst”) is a company

that specializes in catalyst-related technology. Since its inception, it has manufac-

tured phthalic anhydride from naphthalene (1941), maleic anhydride from benzene
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(1952), and ethylene oxide from ethylene (1959), using catalyst-based vapor-phase

oxidation technology in each case.

In 1970, for the first time ever, the company succeeded in the development of

acrylic acid from propylene. The research began with the aim of developing

propylene acid, but failed. Instead, it developed acrylic acid. Tsubakimoto and

Shimomura, both polymer (high-molecule) researchers, repeatedly developed and

modified prototypes based on such accidental findings, finally succeeding in devel-

oping sodium polyacrylate (also known as polysodium acrylate or PSA).

Today, acrylic acid is an accessible material. However, until Nippon Shokubai

developed a new manufacturing process, it used to be expensive because of the

considerably complex methods used in its production. Specifically, acrylic ester was

formerly compounded using acetylene and alcohol (in a process known as the improved

Reppe method). The compound was then hydrolyzed to extract acrylic acid. This

methodwas used by Rohm andHaas Company, Toagosei Co., Ltd., and other suppliers.

On the other hand, the manufacturing method developed by Nippon Shokubai

extracts acrylic acid directly through vapor-phase oxidation of propylene, and is

suited to mass production, enabling the manufacturing of acrylic acid at a low cost.

Interest in polymer-based materials as alternatives to water-soluble phosphoric

acid-based compounds increased due to a movement in Japan that was aimed at

reducing the use of phosphorous, for example the amount of phosphoric acid

contained in detergents. Under these circumstances, Nippon Shokubai succeeded

in developing a low-molecule weight PSA (a product named AQUALIC L) in 1972,

and sold it as a detergent builder or colorant dispersant.

In 1973, the company succeeded in developing a high-molecule weight PSA

(HPSA), and marketed it for use as a flocculation and viscosity enhancer as well as a

food additive. The technological experience gained in developing HPSA led to the

subsequent development of a SAP. HPSA was initially difficult to mass produce.

However, as mentioned later, the manufacturing method of HPSA was similar to

that of SAP. Nippon Shokubai developed a super-low molecular weight PSA in

1976 and a medium-molecule PSA in 1982, increasing the sales of the AQUALIC

family of products.

Development of Polymer for Sanitary Napkins

After the commercialization of HPSA, Yoshida, who was in charge of develop-

ment, supplied samples to help identify new applications other than those men-

tioned above. Subsequently, he received the following request from a sanitary

product manufacturer: we want sanitary napkins (leakproof sheets) that can be

flushed away with water, and would like to try HPSA as its leakproof sheet.

Sanitary napkins were made with plastic film in those days, and this made it

impossible for users to dispose of them by flushing them down the toilet.

Three researchers including Shimomura commenced work on the development

of a prototype using a compound of HPSA and the cross-linked acrylic acid

polymers. As the alkalinity of HPSA was too strong, the product was bad for
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skin; therefore, researchers mixed the cross-linked polyacrylic acid with HPSA in

an attempt to neutralize it. After a leakproof test was performed by Shimomura – his

wife consented to be a test sample – a prototype sheet satisfying the target

specifications was developed. However, some problems were encountered in the

method used to manufacture the sheet for use in sanitary napkins, ending in its

commercial failure.

Although the prototype could not be commercialized it was named AQUALIC

CA, with the second element of the name being derived from an abbreviation of

“catamenial absorbent.” The research on SAPs continued; this was because it

coincided with the research policy (domain) of Nippon Shokubai: “Efficient use

of our own raw material (acrylic acid) and our own technology (HPSA).”

The researchers’ focus on absorbency was based on the fact that the develop-

ment of HPSA had repeatedly failed due to swelling, as it was not water-soluble.

Shimomura believed that this characteristic could be exploited by using it as an

absorbent and a leakproof material. This is a typical example of an accidental

byproduct being created while developing a possible new application, just as in the

development of the “Post-it.”

Later, Shimomura discussed with Yoshida the possibility of using it as an

absorbent; Yoshida suggested that it might be able to replace the flocculent pulp

used in disposable diapers. Thus, the development of AQUALIC CA for disposable

diapers began.

At the time, approximately ten suppliers in Japan were planning to launch SAP

businesses using their own raw materials and their own manufacturing methods.

Nippon Shokubai had already begun selling acrylic acid to customers, and some

of these customers were developing SAPs. Some people within Nippon Shokubai

voiced their opposition to the launching of its SAP business, arguing, “We will

have to compete with our customers.” For these reasons, the researchers decided

to look for new customers who had no conflicting interest or to sell AQUALIC

CA to customers by stressing the advantages it offered over rival products.

Development Process of AQUALIC CA

Invention of a New Manufacturing Method

The development of AQUALIC CA for use in disposable diapers began in 1978 and

involved three researchers including Shimomura. These three researchers had

developed cross-linked acrylic acid polymers in the previous year. At the time,

they belonged to the No. 3 Laboratory of the Central Laboratory, which consisted of

approximately 30 researchers. All of the researchers had a bachelor’s or master’s

degree in chemistry. As the mainstream research themes at the laboratory were

focused on the study of other high-polymers, SAP research was considered rela-

tively offbeat and was not recognized as an official research theme. However, since

426 J. Tomita



Shimomura could boast of having commercialized two research outcomes by 1973,

the three researchers were able to work on SAP research without facing major

constraints.

During the initial stage of development, SAP was also used in a method in which

it was mixed with flocculent pulp in the manufacture of disposable diapers. First,

Tsubakimoto, the manager of the No. 3 Laboratory, proposed a method that

involved immersing an acrylic acid monomer into flocculent pulp by employing a

special mixer. However, due to certain problems with the process, the method was

not successful. Subsequently, Shimomura polymerized a monomer–water solution

alone, employing a special mixer designed for different purposes. The process was

successful and, it resulted in creating a polymer that had a texture similar to that of

cooked rice. This was in 1980. A bench-scale plant was established in that year and

the number of research members was increased to four.

This aqueous solution polymerization method was an epoch-making manu-

facturing method that greatly improved the productivity of SAP. Under the

conventional method, referred to as stationary gel polymerization, drying the

polymerized gel was to some extent difficult and the gel had to be cut into small

pieces. Further, the gel had to be polymerized slowly and sliced thinly in order to

dissipate heat, which would otherwise result in the degradation of the performance

of the gel; the heat that was released during the process of polymerization increased

the temperature and significantly lowered productivity.

The manufacturing method developed by Shimomura, on the other hand, could

create a polymer that was of the size of a grain of rice during the initial process

itself, eliminating the necessity to cut the gel into smaller pieces. Moreover, heat

was readily dissipated, as the size of the particles was small. For these reasons,

Shimomura’s method was suited to mass production. This manufacturing method

resolved most of the problems faced in the conventional manufacturing method.

However, a problem was discovered in the absorption mechanism. Specifically, the

diaper became wet and sticky at points subjected to the weight of the child after it

had absorbed urine, making proper absorption impossible. To ensure that urine was

absorbed properly, it was found necessary to disperse the urine evenly throughout

the diaper.

Shimomura suggested making the surface of the gel particles “as hard as an

eggshell.” Moreover, he proposed a method of cross-linking the gel by adding a

food additive to the polymerized particles. If the surface of the gel when swollen

with water is solid, gaps are readily created, making uniform dispersion easier. His

idea of adding a food additive was derived from his past experience in the

development of SAP for sanitary napkins. In the development of the napkins, he

compounded HPSA which was used as a food additive, successfully polymerizing

and cross-linking HPSA in the presence of other food additives.

Since sanitary napkins are classified as quasi-drugs, approval from the then

Ministry of Health and Welfare (now the Ministry of Health, Labour and Welfare)

was necessary before they could be marketed. Shimomura believed that the use of

food additives would make it easier to obtain government approval, and instructed

his subordinate researchers, including Irie, to try this surface cross-linking method.
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As a result, the surface was successfully cross-linked using this method, consider-

ably increasing its absorption capacity. In subsequent research involving a different

theme, Irie and Masuda succeeded in achieving granulation using only water,

improving the appearance of its surface.

Thus, the competitiveness of the SAP product was enhanced by improving its

productivity through the new aqueous solution polymerization method and by

improving its properties through the surface processing method. These inventions

were eventually extremely beneficial to the future of the SAP industry. However, as

mentioned earlier, government approval for quasi-drugs was necessary in order to

market SAP for use in sanitary napkins. The researchers visited universities and

hospitals to collect data on safety, stability, analysis methods, etc., and repeatedly

visited the ministry for negotiations. They finally received approval in 1983.

Development Cancellation Crisis and an Opportunity
for a Large Contract

Subsequently, Nippon Shokubai received an inquiry concerning AQUALIC CA

from a major sanitary product manufacturer. The researchers including Shimomura

continued their development work; they were all highly motivated. Approximately

6 months later, however, the manufacturer in question announced that it would

produce SAP on its own. Following this announcement, the response of the top

management was to discontinue the development of SAP. Nevertheless, the

researchers including Shimomura opposed this idea, and persuaded their manager

to not discontinue the development. As a result, a decision was made to continue

with the research, but only with a few research members.

Subsequently, Nippon Shokubai received an inquiry from a major Japanese

cosmetics company regarding the use of AQUALIC CA in sanitary napkins. This

prompted a decision by the top management of Nippon Shokubai to commercialize

AQUALIC CA by aggressively creating sample products; moreover, a pilot plant

with a production capacity of 1,000 tons was constructed in 1983. However, the

company initially received very few inquiries and the operating ratio of the plant

was at a very low level.

In late 1983, an inquiry was received from another major global sanitary product

manufacturer, “P,” for 10,000 tons of SAP. The production of 10,000 tons of SAP

was considered to be a massive operation in the functional polymers industry,

where an annual production of 1,000 tons was considered large.

Shimomura and the other researchers looked for a new manufacturing method to

further improve productivity. During this process, his manager Tsubakimoto sug-

gested continuously polymerizing the material instead of using the conventional

batch method. Shimomura began developing a continuous polymerization method

using various approaches, including modifying machines and visiting food industry

exhibitions, food processing plants, etc. Subsequently, he suggested applying
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automatic sushi-making robot technology and developed a prototype polymeriza-

tion system. The prototype system turned out to be highly practical, and the number

of researchers working on the continuous polymerization method was then

increased to six – three researchers each on the day and night shifts – in order to

develop the production system. Finally, the continuous polymerization system was

completed.

Although they were all researchers, these six people worked on the entire

process, from finding new applications to approaching the users. Undoubtedly, it

is the workers who are on the site who actually manufacture the product; however,

it is the researchers who determine the facility conditions and product quality.

Researchers with such experience have reportedly been able to develop a broad

range of expertise in areas such as surveys, users, manufacturing methods, and

patents in addition to expertise in their own special fields. Such a development

method can be very effective with regard to functional chemical products, which

require close contact with users.

Risks Involved in the Massive Supply Agreement

In February 1984, Nippon Shokubai shipped samples to company P for evaluation of

the performance of AQUALIC CA produced by the continuous polymerization

method, and received approval with regard to the specifications from P. In March,

Nippon Shokubai signed an agreement to deliver 10,000 tons of the product, and

began construction of a new production facility at the Himeji Plant. The researchers,

including Shimomura, received an internal company award for their achievements.

In June of that year, however, P requested Nippon Shokubai to increase the order

by an additional 10,000 tons to a total of 20,000 tons. A majority of the Nippon

Shokubai directors opposed the request, saying that the risks were too high.

Shimizu, the then director of the laboratory, and Shimomura were asked to attend

the board meeting, and were requested by President Ishikawa to offer their opi-

nions. Shimomura emphatically replied, “No problem. We should do it.” President

Ishikawa received the acquiescence of the board, and signed the agreement for an

additional 10,000 tons in September.

By October, the new facility at the Himeji Plant, which had a production

capacity of 10,000 tons, had almost been completed. Subsequently, on 31 October,

while attending the regular end-of-month technical meeting, Tsubakimoto and

Shimomura were suddenly called in by their superior, and informed that a telex

had been received from P reporting that a serious problem had been discovered. The

message stated that the performance of Nippon Shokubai’s SAP was inferior to that

of rival products.

The researchers – Tsubakimoto, Shimomura, and Irie – immediately flew to the

USA. Andy Scott, the contact person for P, informed them that although the

required specifications were met, the performance of the product when used in

diapers was poor. What they had meant by “specifications” referred to the
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properties of SAP and not the performance of the diapers; moreover, P was unaware

of the actual performance of the diapers until the SAP was actually applied to the

diapers that it had produced.

For Nippon Shokubai, this raised the risk of losing the investment in the new

10,000-ton facility and putting the entire company in a difficult situation. The

researchers’ manager instructed them to improve the continuous polymerization

method without making any changes to the production facility. However, the

researchers including Shimomura felt that the texture of the gel created by the

continuous polymerization method differed from that created by the batch method.

They therefore decided to work on improving productivity by using the batch

method in parallel with the continuous polymerization method. Further, they

decided to keep this a secret from their manager. The researchers frequently

traveled back and forth between the laboratory in Suita and the plant in Himeji,

maintaining close correspondence with the manufacturing group. During the

months of November and December, they carried out improvement work

on weekends as well, as if each week consisted of “two Mondays, Tuesday,

Wednesday, Thursday, and two Fridays.”

As a result, they discovered that the productivity could be improved by using the

conventional batch polymerization method. This result was reported at the end of

the year to Vice President Nakajima, the head of the project. The researchers again

flew to the USA with the new samples on 8 January. P reportedly performed a

sample test using babies as test subjects. Test users had not meant “lead users,” but

common end-users. The test sample of babies couldn’t suggest an idea of new

diapers. The test proved that the performance of AQUALIC CA was much superior

to the one of the rival products, and the researchers including Shimomura recog-

nized that AQUALIC CA was truly successful.

Nippon Shokubai commenced the delivery of SAP to P in mid-1985, approxi-

mately 6 months after the agreed date. The agreement had stipulated that failure to

deliver or purchase SAP by a predefined date would involve the payment of a

penalty, as large amounts of capital investment had been made by both parties.

However, as both parties had encountered problems of their own such as quality and

defects in production lines in the initial stages, Nippon Shokubai was fortunate to be

spared the burden of paying a huge penalty. From around August onwards, the

company began to produce and deliver SAP smoothly.

First-Mover Advantage by Developing Evaluation Technologies

As mentioned later, the production of AQUALIC CA increased alongside the

growth in demand. One of the reasons for the increase in production was the

evaluation technology that the company had developed ahead of its competitors.

The simplest evaluation method used for testing disposable diapers is the teabag

method. In this method, a teabag is first emptied; subsequently, it is filled with the

prototype polymer and immersed in water. Following this its weight is measured to
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determine its absorption strength. This measuring method was first developed by

Nippon Shokubai and is now used throughout the world.

The “test of absorption strength under constant pressure” is said to be consider-

ably more important for diapers. A diaper is subjected to pressure when used by a

child who is lying down; therefore, it should be able to properly absorb urine under

such pressure. Moreover, the absorbed liquid has to be uniformly dispersed

throughout the diaper. Nippon Shokubai focused on such functions in the initial

stages of development itself, and developed the surface cross-linking technology

well before users (diaper manufacturers) requested such specifications.

Using this pressure test, the analyses by Nippon Shokubai proved that the

request by diaper manufacturers for a fast absorption speed was, in fact, erroneous.

The absorption speed was generally considered as “the faster the better.” However,

a polymer that hardens within a short period, if used in a diaper, will intensively

absorb urine only where the diaper has actually come into contact with the urine.

This makes the life span of the diaper shorter, even though the absorption speed will

be faster. Nippon Shokubai learned through its tests that the polymer used in a

diaper should gradually absorb and disperse the liquid throughout the diaper and

dry the absorbed liquid.

The company later clarified another misunderstanding concerning absorption

capacity – represented by claims such as “absorbs 1,000 times its volume.”

A polymer is generally conceived to be better if a larger amount of liquid can be

absorbed by a smaller quantity of polymer. However, after absorbing the liquid, a

polymer with high absorption capacity will swell and transform into a gel-like

object that is as soft as tofu. This gel block prevents further liquid from being

absorbed into the diaper. For this reason, Nippon Shokubai reduced the absorption

capacity to only 300–400 times its volume.

Even if the specifications provided for the polymer are met, it does not neces-

sarily guarantee that the performance of the diapers will be satisfactory. Since

diapers are used over extended periods, they have to absorb urine repeatedly instead

of only once. Specifications generally define values that apply to momentary use;

however, it is also necessary to collect evaluation data pertaining to long-term use.

As mentioned above, premises that were initially considered to apply to the

disposable diaper industry successively turned out to be inaccurate. As illustrated

by the example of company P, diaper manufacturers also did not have a sufficient

understanding of the functions that were actually required of diapers, nor of the

technology to effectively use polymers. Shimomura stated: “That is why Nippon

Shokubai’s new ideas and technologies were accepted by customers.”

Subsequently, Nippon Shokubai developed and improved its SAP by under-

standing the potential needs of children with respect to disposable diapers; more-

over, it offered these new features and improvements to disposable diaper

manufacturers while developing evaluation technologies by collecting feedback

data. This suggests the importance of such perspectives as an end-user oriented

approach, which takes into consideration the hierarchical nature of customer rela-

tionships. Specifically, in developing its products, Nippon Shokubai, a SAP sup-

plier, not only had to listen to the requests from diaper manufacturers, its immediate
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customers, but also had to consider the performance of the diapers that were

actually used by children, the end-users of the diapers.

Becoming the De Facto Standard

Since P, the world’s largest sanitary product manufacturer, had decided to use

Nippon Shokubai’s SAP, major chemical suppliers throughout the world followed

Nippon Shokubai’s methods such as the use of acrylic acid as a raw material, and

the adoption of the aqueous solution polymerization method and the surface cross-

linking method. Thus, AQUALIC CA became the de facto standard in terms of both

product and manufacturing method.

In reminiscing, Shimomura stated the following:

Company P purchased AQUALIC CA for 10 years without any complaints. During that

period, P did not mention anything about the product’s performance – good or bad. They

simply said that it was about the same as any new rival product. However, as the rival

products did not utilize the surface cross-linking method, the researchers at Nippon

Shokubai were confident that such rival products were inferior to AQUALIC CA in

performance. But, as other companies started to catch up with AQUALIC CA after about

10 years, P, for the first time, started to request SAP suppliers to change their SAP

specifications by incorporating the advantages of AQUALIC CA. In retrospect, it is

apparent that AQUALIC CA boasted the highest performance among all SAP products at

that time.

The production of AQUALIC CA has steadily increased in Japan since 1985.

Production capacity grew at a rate of 10,000 tons annually until 1988 (see

Fig. 31.2). Subsequently, in 1990, Nippon Shokubai began production abroad.

In 1990, it established a joint venture (NAII) with Alco of the USA, and constructed

a plant in Tennessee. In 1993, it established a joint venture with BASF of Germany

and began SAP production there. Subsequently, in 2000, it constructed its own SAP

plant and began production in Belgium. During these years, the global demand for

SAP increased at an annual rate of more than 10%; Nippon Shokubai expanded its

production capacity to meet this rising demand. In 2007, the company boasts the

world’s largest production capacity, amounting to 410,000 tons , from facilities that

include a plant under construction in China and other plants in Japan, Europe, and

the USA that are currently being expanded.

Moreover, currently, the demand for adult disposable diapers is growing in order

to support the independence of elderly people, improve the comfort level of

incontinent patients, and reduce the workload on nursing care. The adult panty-

type diaper is similar in structure to the disposable diaper meant for children. The

amount of SAP used is in the range of 13–20 g and that of pulp is in the range of

50–70 g. The concentration of SAP used in adult diapers is lower than that used in

the ultrathin disposable diapers meant for children [2].
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Many diaper manufactures are presently developing adult disposable diapers

that have better leakage prevention and reduced thickness, through the improve-

ment of the absorption core. Moreover, improvements in product design to make

the use of diapers more comfortable are also being carried out by using a test sample

of adults. A high gel strength and fast absorption speed are two indispensable

properties of SAP when developing high-performance cores meant for adult dia-

pers. Moreover, many SAP suppliers, including Nippon Shokubai, are developing

such polymer gels. Improvement in the comfort level reduces the amount of

workload on care providers, and further protects the privacy of the individual.

Summary and Conclusion

This case study demonstrated the innovation process of the SAP AQUALIC CA

developed by Nippon Shokubai. AQUALIC CA is a raw material that has helped to

increase the popularity of disposable diapers in Japan and currently holds a share of

about 25% of the global market, thus making it one of the most internationally

competitive functional chemical products in recent years (see [3, 4] for the defini-

tion of functional chemical products).

Recent research on product development has demonstrated that “team ‘kimeko-

makai’ management (detailed management)” [5], “‘customer of customers’ strat-

egy” [6], “management of customer system” [7], and “evaluating capability” [8] are

potentially effective with regard to functional chemical products.

This case study describes the innovation process that led Nippon Shokubai from

repeated failures in the technological development and supply agreements of PSA,

HPSA, etc. to eventual success. It was not a linear process, but an emergent one.

Further, it suggests the gaining of a first-mover advantage by developing evaluation

technologies through the end-user oriented approach. Moreover, since users do not

have sufficient technological capabilities to appropriately evaluate and use raw

materials embodying a novel technology such as AQUALIC CA, raw material

suppliers have to develop evaluation technologies by maintaining close correspon-

dence with users right from the early stages of development in order to gain a

competitive advantage. This study should prove to be a valuable aid in helping

material suppliers understand effective innovation management. In other words,

they need knowledge and know-how beyond their product coverage [9].

It could be also applied to other industrial goods such as components or equip-

ments. Innovation for new final products or new system products needs both

component knowledge and architectural knowledge that integrates multicompo-

nents or equipments [10]. Generally, component suppliers have the former, system

manufacturers have the latter. However, the innovative technology needed for

system product innovation, such as in the auto industry, is not the same as the

broader and deeper knowledge needed for component innovation [11]. So, compo-

nent suppliers also have to accumulate evaluation technologies by close contact
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with users from the early stages of development. It should be a valuable aid for

various industrial goods suppliers to understand effective innovation management.

It could be also important for system manufacturers to try to differentiate their

new products from the early stages of development by close contact with suppliers

having high evaluation technologies.
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Chapter 32

Effective Gerontechnology Use in Elderly

Care Work: From Potholes to Innovation

Opportunities

H. Melkas

Abstract The use of information and communication technologies (ICT), includ-

ing safety alarm technologies, is increasing. Its influence on service personnel in

elderly care has implications on the possibilities of rooting technological innova-

tions into care work. Human impact assessment methodologies have been

employed to assess competence related to technology use, needs for orientation

into technology use, and well-being of care personnel. Safety alarms are considered

useful both for actual care work and for the administrative part of the care organi-

zation. Care personnel appear not to be fully informed as to technical characteristics

and the resulting organizational changes. At individual and work community levels,

regular human impact assessment of new technologies may stimulate their adoption

by the professional carers. This chapter is based on empirical research in a large

research and development project in Finland. The research focused on safety

telephones and high-tech well-being wristbands. Potholes (problems and short-

comings) lying in safety alarm systems were identified – taking into account the

technology as well as services and organizational networks. The potholes may also

be looked into as sources and opportunities for potential future innovation. Social,

organizational, process and marketing innovations – combined with technology –

are significant parts of the innovation activity related to the aging of the population.

Introduction

Implementing information technology requires changes in work practices and in

collaboration among organizations, as well as in knowledge and skill levels of

personnel [1–6]. Since technology and care service are commonly not felt as being

connected [7], the introduction of such technologies may lead to fatigue, loss of

workmotivation, additional costs, unwillingness to use the technology, or a decrease

of well-being at work [3, 8–10], resulting sometimes even in premature loss of

experience and professional skills of elderly workers in the workforce [11, 12].

F. Kohlbacher and C. Herstatt (eds.), The Silver Market Phenomenon,
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This chapter includes results of empirical research on the impact on workers and

workplaces within elderly care in Finland of safety telephones and a high-tech well-

being wristband that monitors vital signs, in order to find factors to speed up

adoption of technological innovations in care organizations.

The Finnish population is aging rapidly. According to population forecasts, one

out of four Finns will be aged over 65 in the year 2030. High pressure is placed on

services for the elderly. Safety telephones and wristbands that enable a call for help

by pushing just one button increase the possibilities for an aging person to continue

to live in her or his own home, even when there is a need for assistance. Aging

people usually wish to live at home as long as possible, and safety alarm systems are

part of today’s structure of elderly care in Finland. Feelings of insecurity and fear

are among the most common reasons for moving into a block of service flats or an

old-age home. Safety alarm systems increase the user’s feeling of safety and

security, and their use has increased in private homes. They are also utilized in

institutional settings to facilitate the work of care personnel, who can provide help

more quickly in cases of need, such as when an aging person has fallen on the floor

and is unable to get up without assistance [9].

Of the some 70,000 safety alarm systems in use in Finland today, more than half

have been acquired by private citizens at their own expense. The rest are owned or

maintained by municipalities as part of the public service provision. Safety

alarm services are offered by private companies (in specific geographical areas or

nationally), municipalities, foundations, nongovernmental organizations and co-

operatives [9].

The system of safety alarm services includes a call center that receives alarm

calls and gives guidance to customers or, if necessary, calls out a service provider

who goes to the aging person’s home to provide help. The call center also receives

notifications concerning technical faults or service needs related to alarm appli-

ances. Call centers may be tiny internal units in old-age homes or blocks of service

flats that serve only the residents, large centers that serve thousands of customers

from all over the country, or something between, such as municipal centers [9]. The

services focused on in this chapter are provided within blocks of service flats or in

home care.

A safety alarm customer may call for help by pushing the button on her/his

wristband or pendant. The customer is then connected to the call center and may

communicate by speech with the person in charge at the center. The service

provider must arrange a quick and effective response to an alarm signal at all

times. The type of response depends on the type of reason for alarm call. Typical

responses are verbal advice, visit by a safety helper, or calling out emergency

services (such as ambulance) [9].

Safety alarm systems are concrete examples of gerontechnology. Gerontechnology

means research, development, and implementation of specific technologies (devices

or environments) for the benefit of the whole aging population or its parts [13, 14].

Gerontechnology has five roles in supporting aging people [15]:
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l Preventive: gerontechnology solutions aim at preventing weakening of health
l Supports strengths: gerontechnology develops methods and devices that help in

reaching a wider benefit from aging people’s strengths at work, in leisure time, in

learning and social interaction
l Compensates for weakening abilities: gerontechnology produces methods,

devices and products that compensate for weakening senses or ability to move
l Supports care work: gerontechnology provides technology for care workers to

support their work
l Furthers research: gerontechnology helps aging people indirectly by supporting

scientific and clinical research

This chapter focuses on the fourth role – the role that supports care work. The

research methodology is described in the Appendix. Altogether, 78 workers were

targeted in their relation to current and future use of safety alarms. Their customers

were using a traditional safety telephone or a high-tech well-being wristband that

automatically monitors the user’s activity level 24 h a day by measuring micro- and

macro-movement, skin temperature, and skin conductivity. It contains a manual

alarm button, but will also trigger an alarm if and when the user is unable to do so.

If desired, the system also provides an automatic notification when the wrist unit is

removed or reattached (Fig. 32.1). The wrist unit continuously monitors its own

performance, automatically transmitting alarms of any connection problems.

Effects of safety alarm use were investigated with the help of human impact

assessment methodologies [16, 17]. Questions asked related to, for instance, link-

age of technology to health (including perceived health), social effects such as trust

and commitment, and to time use, information flows and network collaboration

[9, 18], feelings of participation, as well as economic situation at the workplace.

Results are presented qualitatively.

Fig. 32.1 The safety telephone (a) and the well-being wristband “Vivago WristCare” (b) that

were tested (photographs by Miratel Oy and IST Oy)
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Results of Empirical Research on the Use of Safety Alarms

Organizational Issues

In certain blocks of service flats, the safety technology is felt to be useful and vital

for work, whereas in some others it is felt to cause harm and a notable amount of

extra work – instead of help. Extra work is caused by so-called needless alarms

made by customers, and false alarms made by accident or due to technical failures,

such as false routing of alarm calls due to the structure of the building (walls, etc.).

The caregiver also has to prepare a written statement on received alarms on a

personal computer.

In addition to general organizational issues, substitutes and managers were

specifically addressed. Lack of abilities among substitutes influences time use, as

the permanent staff has to spend time on guiding them and supervising their work.

Disagreements in the work community may be caused by a situation where some

of the personnel are more committed to use of an appliance or a system and know

it better.

Some typical positive answers concluded that unnecessary visits to customers

have ended, work motivation has increased, tasks and time use at work can be

planned better if the system is well learnt, welcome changes are brought to work,

and customers feel that they are heard and get help. The work of the care worker on

the night shift is felt to become easier if she/he can deal with the matter on the

phone with the customer. Customers have the possibility to live a peaceful life of

their own and receive services only when they wish.

The safety technology provides increased tools for managers. They can monitor

the needs for help of customers and the reactions of care workers, and assess

whether these meet. They can also monitor overall workload better. It is motivating

for both care workers and managers that when a care worker writes an alarm record,

including the work done to respond to it, it makes her/his work visible in a new way.

Some typical negative answers concluded that due to safety alarms, the work

schedule and thoughts get mixed up. Recording of alarm calls causes extra work.

All personnel at the workplace are not committed and do not take responsibility for

this matter. Substitutes usually do not know the customers, so there are easily

misunderstandings, and the information received on the phone cannot always be

trusted. Substitutes in very short employment relationships have difficulties in

being able to participate in the system and utilize it properly, due to lack of time

to get acquainted with it. Those among the personnel who have good knowledge

must be ready to answer the questions of substitutes.

Negative answers also revealed that customers are visited at 2 h intervals (in

blocks of service flats), but still they call; the meaning of the wristband is forgotten

or misunderstood. The financial cost of the system in comparison with the real

benefit was felt to be in contradiction, and this could cause pressure in managers’

expectations with regard to employees and their work.
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Ethics of technology were also addressed. Customers may feel lonely when there

is only the safety phone and no-one comes to visit them. The care worker cannot

always come right away to help the customer, and some customers may not call

even if they have a real need for help.

Trust, Skills and Motivation

There may be problems in answering an alarm call made by a customer. Transfer-

ring calls for help from one caregiver to another through the phone that first receives

them has been problematic. This transfer requires pushing a series of numbers in a

situation where the caregiver may be in the process of helping another customer.

False guidance from producers of alarm systems concerning waterproofness and

use during washing, bathing, and a sauna visit threatened secure functioning. Care

workers do not have accurate and sufficient knowledge of these technical charac-

teristics that have a significant impact on secure functioning. They may give the

elderly user guidance such as that using the alarm device is all right in all

circumstances. Care workers feel that it is a great benefit that the device can be

carried at all times; when they trust that the customer can get help anywhere, they

are slightly less concerned about the customer’s well-being. This is, however, based

on inaccurate information. Such matters highlight the importance of continuous

orientation and training of personnel, as well as responsibility from the producers of

appliances.

Still, the impact of introduction of new technology on professional self-esteem is

considerable. Lack of adequate skill and knowledge levels leads to feelings of

insufficient capabilities. This, in turn, may lead to decreased motivation, fear, and

distress.

Some typical answers concerning trust, skills, and motivation included

decreased work motivation, because you cannot trust the system completely. Senior

personnel felt more uncertain in using technological aids and even had fears. Senior

personnel may feel that new things are “useless” and difficult to learn. Technology

causes a feeling of ignorance and “insignificance.” Constantly keeping up with the

development of technology is difficult to handle, also for managers. Senior person-

nel may hand technology-related tasks over to younger and more capable workers.

Managers are concerned with how care workers cope at work.

Workers thus ask for more or better training. Different professional groups’

needs must be mapped to find out who really benefits from training. It is important

to try to organize different study plans for people with different backgrounds and

abilities. There must be cooperation in learning: the young learn from the older, and

the older learn from the younger. Everyone at the workplace should be able to take

part in training, as safety alarm systems have an impact on different professional

groups. The system is burdensome if orientation into use is not given – to

substitutes, for instance.
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Inability to analyze different kinds of sleep diagrams of the well-being wristband

exists quite often. An experienced nurse may be able to analyze a customer’s health

condition on the basis of the curves and assess the impact of medication, but this is

not self-evident. The curves are felt to be partly easy but partly difficult to

understand, and training is required to make use of them efficiently.

Services Rendered

Additional effects of safety telephones and well-being wristbands are, inter alia,

effects on feelings of health, atmosphere in the workplace, time use, and attitudes,

as well as effects on opportunities to participate in, contribute to, and influence the

work community. A well-being wristband may be seen as a uniting factor in the

work community – “our thing” that influences the atmosphere in the workplace

positively.

Some typical answers were those highlighting everyone’s commitment to

respond to alarm calls. Safety alarm systems enhance coping at work, and in line

with training, they function as a creator of community feeling at work. Systems

keep the brain vigorous and give an opportunity to develop one’s competence. On

the other hand, junior personnel felt that “one can feel to be ‘above others’ when

this area at work is well-learnt.”

However, the service system outside the workplace should also be taken into

account. Its practical significance depends on the type of the safety telephone

system – whether it is an internal system in one municipality or based on services

purchased by a municipality from a commercial company [9]. Also, caring family

members and relatives are addressed. Some typical answers concluded that near

relatives are satisfied because they know that safety is secured. Some relatives

suppose that the “machines” play a bigger role in monitoring of customers’ health

condition than they actually do.

Discussion: How to Avoid Potholes?

New Individual Competence Requirements

In spite of problems and drawbacks, the employees focused on often feel that

receiving and recording safety alarm calls is easier than normal use of computers.

This may be due to regarding safety systems as a direct help and tool for elderly

care, and seeing the ability to utilize them more as a professional skill than the use

of computers as such. Safety alarms are assistive devices in daily use, accepted as

part of work. They are felt to save time and financial resources, bring smoothness to

planning of work, and maintain customers’ independence and self-management.
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Experiences of using safety alarm systems may, however, be quite different

depending on the individual employee. Some feel that a certain procedure such as

recording an alarm call is cumbersome, while others do not think so.

Fears and doubts of personnel are mainly related to situations where the safety

technology does not function, or where customers are unable to use it with person-

nel on duty far away. In many workplaces, a safety telephone is “the caregiver” of

an elderly person at night, their only link to the surrounding world. Some employ-

ees feel distressed because of this situation, as they suspect that all elderly people

cannot manage with a mere safety telephone, but need another human being to be

close by. In short, the technology is not fully trusted.

Still, the ability to use safety alarm technologies has become a central compe-

tence area. It has been found in earlier research that conditions are present to involve

home nurses more explicitly in the introduction of assistive devices to their patients

[19]. This finding is supported by our results. It is not only a question of care in this

competence area, but also of the ability to guide customers in their use of technology.

Professional carers such as nurses are indeed important contributors to the use and

integration of technological innovations in social and health care [20].

Strength of Orientation

Most of the negative effects of safety alarm technology use could have been

eliminated or relieved by means of good orientation, based on foresight information

and assessment, as reported earlier [10, 21]. Introduction of technology into the

workplace may have a significant impact on professional self-esteem. Without an

appropriate level of skills and knowledge, feelings of insufficiency and incapability

arise, leading to lowered motivation, fear, and distress. Poor abilities and possibi-

lities to use technology have caused severe conflicts in some workplaces. The

conflicts may, on the surface, seem to be due to something other than technology

use, so solving them may be very difficult and depart from false assumptions.

The most significant factor related to introduction of technology that motivates

an individual employee is the benefit that she/he gets from using it. Different types

of impact of technology use are often indirect and difficult to identify. The skill

level of each employee is different, and employees have different attitudes towards

changes at work. Introduction of technological innovations to the workplace is

development work in the same way as creating a quality management system or

introducing team work. A technical device is not born and used in a vacuum: behind

the technology, there is an organization and service activities, and a user with her/

his own values and working (or living) environment. This is especially important

when orientation is taken care of by an outside consultant or trainer. Producers of

appliances and systems often organize initial training, but that kind of training

rarely takes into consideration the specific needs of an individual workplace –

let alone an individual employee. It is even more problematic to find a common
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language and a suitable starting level for a trainer who does not work in the care

sector.

Orientation into technology use is one central area in introduction of technologi-

cal innovations into work. Orientation should depart from individual employees’

needs, and cover all aspects of assessment of work processes, technical orientation,

and security issues, as well as support after the introduction of a device or a system.

Continuous orientation is especially important for those in temporary employment

relationships.

Orientation should not stop where technology has been brought to use and the

necessary skills have been learnt. A well-managed orientation system includes

assessment and updating of skills when systems or devices are updated and

renewed. The different stages of the continuous orientation process need to have

a clear beginning and end but, as a process, it should go on in the workplace in one

way or another all the time [10].

When considering the necessary skills, relevant questions are views of the role

and usefulness of technology in the workplace. What are the aims of introducing

it? It is not uncommon that the aims are unclear to various stakeholders [22].

A foresight assessment should also cover the necessary level of competence of

individual employees. Is it sufficient if basic skills are learnt, or should every

employee also be able to take care of more demanding tasks, such as taking out

various types of reports from the system of well-being wristbands?

Importance of Impact Assessment

Areas that are directly or indirectly related to technology use may be well-identified

with the help of human impact assessment methodologies. If a decision is made to

introduce well-being wristbands, including their accessories, in a block of service

flats, this implies changes in work processes. Impact assessment produces informa-

tion to support decision-making and development (Fig. 32.2). In the case of

technology use, an assessment to be made before its introduction is the most

1. Identification of
different types of impact

3. Planning related to weakening
or strengthening of impact types

2. Assessment of
significance of impact types

4.Drafting action plans

Fig. 32.2 A typical impact assessment process
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beneficial. A central principle in impact assessment is collaboration; it gives

personnel an opportunity for participation and dialogue. Impact assessment takes

into consideration views of different groups of workers and of individual workers.

According to experiences from empirical research, results of impact assessments

make attitudes, expectations, fears, and values visible – ready to be discussed and

targeted in development efforts [17, 21]. In the use of technological innovations,

experiences and views are highly varied. Impact assessment processes also give a

lot of information for the benefit of planning orientation and training that were

found to be essential. The social and health care sector is hierarchical, and a positive

assessment culture has hardly been developed for individual workplaces of this

sector in Finland.

The impact of technology use on care workers may be dependent on the ways in

which customers use technology. Safety alarms are a typical example. If a customer

uses the safety alarm too often or too seldom, it has an impact on the care worker.

If the customer forgets to use the alarm altogether, perhaps due to beginning

dementia, it has an impact on the care worker. According to the empirical research

results, rather than drawing conclusions on impacts of technology use at a general

level it is essential to pay detailed attention to impacts on care workers at an

individual workplace, and thereafter to weakening of negative impacts and

strengthening of positive impacts.

In introduction and impact assessment related to technology, managers have a

central role in many ways. They must be able to assess and supply useful technol-

ogies at a suitable pace of introduction into the work processes of each individual

employee. This would be a big step on the road to effective adoption of new,

innovative technologies. In addition, regular human impact assessments of technol-

ogy are expected to lead to savings in acquisition, training, orientation, and other

costs; however, they are still commonly seen as an unnecessary extra cost. There is

still a lot to be done to further sober application of technological innovations,

including a holistic view of their suitability for customers and employees alike.

Other Factors

In order to avoid potholes in effective use of technological innovations, ethical

questions and acceptability of technology use in care work should be targeted in

discussions at workplaces. Care workers have many questions and concerns related

to these themes, and they need attention in joint discussions between and among

workers and managers. This was found to enhance sober and efficient application of

technology as well as well-being at work.

Awareness among municipal authorities of preconditions of technology use in

elderly care is one further factor to be developed if potholes are to be avoided. In

Finland, municipal decision-makers draft strategies for elderly care, but managers

at workplaces may have difficulties in implementing them. Care workers usually

have no knowledge of the strategies, although they should provide the guidelines
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for practical work. Issues related to use of technology in elderly care are described

at a superficial level, if at all. Impacts of technology use are not taken into account.

There are most often formulations that technology use will be increased, but

considerations of what this means in practice in the daily lives of care workers

and customers are missing.

Increased use of technological innovations in elderly care requires comprehen-

sive and coherent transmitting of actual attitudes and practices from decision-

makers and managers to care workers. Wrong or inappropriate decisions lead to

expensive solutions that may even weaken the quality of the service experienced by

customers and lead to burn-out among care workers, as their work processes

change.

Technology Use: Like Assembling a Mosaic

This chapter is based on research concerning employees in elderly care. In related

research, many impacts on other groups have been identified (e.g., [23, 24]). For

instance, managers and decision-makers need (1) novel competences and new

knowledge (e.g., competence to give guidance in technology use and competence

to assess impacts), (2) network management skills (to manage service networks

consisting of the public, private and nongovernmental third sectors), (3) process

management skills (e.g., acquisition, introduction, orientation and follow-up

processes related to technology use), (4) change management skills (e.g., common

rules of the workplace with regard to technology use), and (5) information and

knowledge management skills (increase in information on the elderly person and

other types of information – Who handles it? How? Where? and When?).

Potholes in effective use of technology in elderly care have been summarized as

follows [22]:

l Impact assessments on technology use are missing, although they should form

part of development of service quality
l Lack of awareness concerning the need for competent and tailored orientation

into technology use (including elderly people, their near relatives, care work

community – and the service network, where appropriate)
l Insufficient consideration of aims, operational processes, ethical issues and

acceptability of technology (attitudes of different people)
l Awareness-raising needed among decision-makers concerning elderly care,

technology use in it and impacts of technology use; opportunity costs are not

considered
l Public discussion on technology use is black-and-white (negative–positive),

although it should cover ’all colours’ (different types of users, needs, and aims

of use)
l Suitability of technology for all age groups – Design for All thinking should be

encouraged and users’ views incorporated into technology development (not just

those of ”experts” and young users)
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The more technological is the device, the more challenging becomes the man-

agement of the whole of the use. It is time to vigorously start striving for a holistic

approach to technology use in elderly care; otherwise the danger is that when

technology becomes increasingly fragmented, technology-related competence and

knowledge are also broken up into smaller and smaller pieces that drift further apart

from each other. Technology use is a mosaic that needs to be planned and assem-

bled in broad-based cooperation [22].

From Potholes to Innovation Opportunities

Innovations have traditionally been seen to be linked to high-technology fields of

industry, but lately, the definition of innovation has been expanded more and more.

One expansion has been to introduce and emphasize social innovations alongside

the traditional technological or product innovations. Innovations related to aging

are a broad phenomenon, and there is an increasing social demand for them. When

developing and implementing the technology for aging, related innovation pro-

cesses cannot be merely technology-driven by nature.

It is thus necessary to broaden the insight of technological innovations to be

linked to other perspectives of innovation. Contexts have an impact on seeing the

innovation potential in assistive technology. Broader perspectives and a holistic

approach offer new platforms for innovation potential linked to a single product

[25]. Social, organizational, process and marketing innovations – combined with

technology – are significant parts of the innovation activity related to aging of the

population.

The potholes – problems and shortcomings – in safety alarm systems can also be

seen as opportunities and drivers for innovation, because triggers for innovation

often arise from practice-based situations – for example, bad experiences with

regard to reliability of technology or unsatisfactory service situations. Innovations

in the social and health care sector are often responses to problems perceived (see,

e.g., [26]) rather than careful foresight. A more conscious change in the way of

thinking concerning potholes as opportunities for innovations could, however, be

made. After all, Drucker [27] noted that systematic innovation begins with the

analysis of sources of new opportunities. Understanding and opening up the diver-

sity of aspects of safety alarm systems is also needed in developing the innovation

processes – ways of creating new innovations and implementing and embedding of

innovations, for example new models for integrating the service system into the

aging people’s everyday lives and the work practices of the care workers [25].

Pekkarinen and Melkas [25] categorized potholes in safety alarm systems into

the following types:

l Technological pothole
l Service pothole
l Process pothole
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l Organizational pothole
l Marketing or supply pothole
l Social pothole
l Ethical pothole

These were then used to sketch ‘bas’ (shared concrete or virtual spaces for

interaction and knowledge creation; cf. knowledge management; [28]) for techno-

logical, service, process, organizational, marketing or supply, social and ethical

innovations. This is one way to achieve a more conscious change in the way of

thinking concerning potholes as opportunities for innovations. Various innovation

types usually coexist, and pure types hardly exist – for example, supporting

independent living of elderly people is a very broad innovation topic – but dividing

innovation roughly into types ensures that innovation is looked at from different

perspectives, and may also contribute to distinguishing cause–effect relationships

and coimpacts of various innovations [25].

Summary and Conclusion

Healthcare and social care form a large, societally highly important sector. It is

especially large in Northern European countries in comparison with many others

but, anywhere in the world, questions concerning social and healthcare interest both

scientists and the general public. The sector is also an important employer, whether

organizations represent the public, private, or the third sector. In many countries,

this sector is undergoing major changes, and suffers from lack of financial resources

as well as of personnel. Many other types of changes take place in individual

organizations of the sector: technological innovations are introduced in an increas-

ing amount to cope with the workload, collaboration between the three sectors is

increasing, and the existing personnel often face problems in coping at work.

This chapter has focused on issues that typically cause potholes in the introduc-

tion and use of technology in care work. In care organizations, abilities related to

technology use have not yet become a central competence area at work, but the

most important abilities are knowledge and skills related to care work itself and to

illnesses. The view of competence in technology use as part of care work should,

however, be widened. On the basis of results of empirical research conducted in

Finland on safety telephones and high-tech well-being wristbands, this chapter

illustrates the multifaceted influence of technology use on service personnel in

elderly care. This influence has implications on the possibility of rooting techno-

logical innovations into care work.

Regular human impact assessment of new technologies may stimulate their

adoption by professional carers. Most of the negative effects of safety alarm

technology use could be eliminated or relieved by means of good orientation

based on foresight information and assessment. The effectiveness and economic

significance of technology use consist, for instance, of the impact of employees’

well-being on productivity, and of sober utilization of technology in work
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processes. Detailed attention has to be paid to impacts on individual care workers,

and thereafter to weakening of negative impacts and strengthening of positive

impacts.

This chapter shows what technology use may mean in practice in the daily lives

of care workers and their customers. When employees become familiar with

technological innovations by having enough time and space to learn, they can

also adjust technology to their own needs. Impact assessments and related needs

for orientation are not as such tied to any particular sector, workplace, profession, or

theme or change being assessed, so their potential usability and applicability in

developing and investigating services and work communities are much larger than

could be described in this chapter. It is a question of rooting a general positive

assessment culture into services, workplaces, and the development of one’s own

work.

A positive assessment culture and identification of potholes also serves as a

valuable basis for recognizing opportunities for novel, holistic innovations with

regard to technology use. They may be, for instance, service, process, organiza-

tional, marketing or supply, social and/or ethical innovations, or combinations

of those.

Acknowledgments The empirical research was financially supported by the National Workplace

Development Programme (TYKES) of the Finnish Ministry of Labour.

Appendix: Methodology

The empirical research focused on eight workplaces of care personnel, of which

seven were blocks of service flats (sheltered accommodation) and one was a unit

providing home care. Financing was public (four cases) or other (four cases:

foundations and nongovernmental organizations). Some of the organizations

included were eager to try out new technologies, others were not for or against,

while some resisted new technology use or had very little experience so far. The

workplaces were located in different parts of Finland and employed 7–60 persons

from different professional groups (mainly assistant nurses and nurses). The care

workers focused on had both permanent and temporary employment relationships.

Altogether, 78 workers were targeted in their relation to current and future use of

safety alarms. The customers were given a traditional safety telephone or a high-

tech well-being wristband (Vivago WristCare) that automatically monitors the

user’s activity level 24 h a day by measuring micro- and macro-movement, skin

temperature, and skin conductivity. It contains a manual alarm button, but will also

trigger an alarm if and when the user is unable to do so. If desired, the system also

provides an automatic notification when the wrist unit is removed or reattached

(Fig. 32.1). The wrist unit continuously monitors its own performance, automati-

cally transmitting alarms of any connection problems.
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Effects of use of safety alarms were investigated with the help of human impact

assessment methodologies that were originally developed for the planning of

physical environments. They consist typically of four phases (1) identification of

different types of impact by filling in forms, discussing, and/or interviewing,

(2) assessment of significance of the different types of impact, (3) planning

concerning weakening or strengthening the different types of impact, and (4)

drafting action plans [16, 17, 21]. From May 2005 to September 2006, eight impact

assessment processes were undertaken in the care organizations by three research-

ers. A typical assessment process lasted for approximately half a year with several

assessment events.

There was only one man among the professional carers involved, as the work-

places were female-dominated. The share of older employees over 45 years of age

was fairly large. The employees participated in the assessment processes by filling

in pre-prepared forms in groups of 2–3 employees, or individually in certain cases.

They also participated in subsequent discussions on the results of the assessment.

Questions asked related to the linkage (impact) of technology to health (including

perceived health) and to social effects, such as trust and commitment, time use,

information flows and network collaboration [9], attitudes and disagreements,

feeling of participation, meaningfulness of work, need for training, services,

economic situation at the workplace, and other possible types of impact (image

of the workplace, and private life of the professional). Results were analyzed

qualitatively.
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Chapter 33

Senior Educational Programs to Compensate for

Future Student Decline in German Universities

D. Schwarz, J. Steidelm€uller, and C. Hipp

Abstract Most industrialized countries are currently facing a shrinking and aging

population. Germany’s population is expected to fall from about 82 million people

in 2008 to, at worst, 65 million people in 2060. Simultaneously, the average age of

the population is increasing. In particular, the coming years in East Germany will be

characterized by an expected strong decline in the number of young people and a

significant increase in the number of elderly. However, demographic change does

not automatically imply negative consequences but also creates room for opportu-

nities. In this chapter, we explore opportunities to enlarge the purpose of the

educational silver market by an economic component because of two developments

(1) current and upcoming generations of seniors increasingly spend their spare time

studying intellectual and cultural subjects, and (2) traditional universities will

experience a shortage of students. We propose incentives to include more people

aged 65 and over in educational issues, and thus to create a win-win situation for

third agers and institutions of higher education.

Introduction

Europe has just entered a critical phase in its demographic evolution, and each

additional decade in which fertility remains at its present low level will imply a

further decline in the European Union of 25–40 million people, in the absence of

offsetting effects from immigration or increased life expectancy [1].

As the German Federal Statistical Office for the German case reported, the share

of people aged 19 years or less will fall from nearly 19% in 2008 to about 16% in

2060, while the share of people aged 20–64 years will fall from 61% to about 50%,

and the share of people aged 65 and older will rise from 20 to 34% (see p. 16 in [2]).

The results are based on the assumptions of the “middle variant” of the population

projection, i.e., a constant birth rate of 1.4 children per woman on average,

increased life expectancy of an infant male to 85 years and of an infant female to

89.2 years by 2060, and annual net migration of a minimum of 100,000 people
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beginning in 2014 and a maximum of 200,000 people beginning in 2020 (see p. 7,

11 in [2]). This indicates that the average age of the population will rise from

43 years in 2008 to about 52 years in 2060, and that the population will fall from

about 82 million in 2008 to between 65 and 70 million in 2060 (see p. 5, 16 in [2]).

The situation in East Germany seems to be even more dramatic. While the shrink-

ing of the population in West and South Germany is more moderate, the shrinking

of the East German population is considerable primarily due to internal labor

migration and secondly due to the collapse of the birth rate after 1990. As Fig. 33.1

shows, migration from East Germany to the old Federal States (North, Central, and

South of Germany) is not predicted to stop during the next few decades.

People aged between 18 and 30 years seem to be the most mobile: in contrast,

people aged 50 years and over show the least mobility. Therefore, the East German

population will shrink, firstly as a result of the missing potential parents and thus a

new generation of children, and secondly because of age. The share of people aged

65–74 living in the new Federal States will increase by 8% from 2002 to 2020,

while the share of people aged 65 and over will increase by 31.3%. Simultaneously,

the East German population will shrink by almost 8%, which means a loss of

slightly more than 1.3 million people between 2002 and 2020 [3]. In contrast, the

share of people aged 65 and over living in the old Federal States will increase

proportionally, by only 22.6% from 2002 to 2020, while the total number of people

will rise from 65.5 to 66.4 million people during the same period [3].

“The triumph of public health, medical advancements, and economic develop-

ment over diseases and injuries that had limited human life expectancy for

millennia” has brought many challenges with regard to aging societies (see p. 5

in [4]). This development means thinking about the inclusion of older people at

all levels of society, as well as economic issues. Thus, the authors of this chapter

look at the educational market for retired people and the benefits for institutions

of higher education in East Germany, which suffers from a lower number of

young students.
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loss

legend:

EastNorth

Central

South

2011-20202001-20101991-2000

net migration
gain

Fig. 33.1 Germany’s internal net migration from 1991 to 2020. Source: Federal Office for

Building and Regional Planning [3]
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The Third Age

There are many categorizations of “age” and the decades of life in the literature.

With regard to elderly adults, the terms “young-old” and “oldest-old,” or “third

age” and “fourth age,” have become increasingly popular [5–9]. It is also a fact that

there is no agreement about the lower and higher age limits of the respective

classifications. Figure 33.2 gives an overview of a few existing definitions

(Fig. 33.2).

While statisticians hardly criticize these categories, gerontologists have argued

about this subject for several years. Apart from research problems in defining

groups of interviewees, they fear that the extreme category is associated with

negative stereotypes and the period of final dependence, decrepitude, and death

(see pp. 369–370 in [5], p. 6 in [4]).

With regard to the topic of this chapter, we prefer to apply a more open definition

of age. Following the arguments from Swindell, third agers “are no longer tied to

the responsibilities of regular employment and/or raising a family” (see p. 419 in

[9]), as they are in relatively good health, retired, socially and politically engaged

(see p. 217 in [11], p. 409 in [12], p. 192 in [13], p. 643 in [10]), and aspire to

achieve personal self-fulfillment (see p. 28 in [14]). They enjoy a more vigorous life

than previous generations (see p. 409 in [12]), are willing to engage in honorary

work and to spend time in consumptive activities such as education. A survey

initiated by the Federal Statistical Office of Germany listed the daily activities of

people aged 60–69. Apart from time spent on physical recreation and sleep, older

people spend their time mainly in voluntary work and personal hobbies. About 31%

of senior citizens aged 60–69 are experienced in performing or currently perform

voluntary services, which indicates that elderly people are willing to participate in

educational courses to prepare for these services (see p. 13 in [15]) (Fig. 33.3).

Even if some researchers ascribe the characteristics mentioned to the term “third

age” (e.g., [8, 9]) and others to the term “young-old” (e.g., [13]), the age of

retirement seems to be the lower limit of both terms. While eligibility for social

security benefits in Germany has dropped to between 58.5 and 60 years (see p. 177

First Age

0 19

overlapping age categorization

20 55 65 75 84 years

childhood
socialisation

work
child rearing

independent
post-work

dependent

Second Age Third Age Fourth Age

Fig. 33.2 Visualization of age categorizations. Author’s illustration according to the definitions

from [5, 8, 10]
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in [17], p. 9 in [18]), the collapse of the German social security system will lead to a

successive rise in the regular retirement age to 67 years from 2012 on. Thus, the

lower limit of the third age category will shift naturally.

As we have already pointed out, the number of people aged 60 and over will

increase in the future. The relevance of the “silver market” is rising and results,

among other things, in the University of the Third Age (UTA) movement (see

p. 409 in [12]).

Universities of the Third Age

Historical Survey

Models of learning for elderly people have a history of at least 40 years. The first

generation of senior educational services appeared in 1960, to serve as a cultural

leisure activity to occupy seniors and promote their social interaction (see p. 338 in

[19]). The Institutes for Learning in Retirement (ILR) seem to have resulted from

this generation, established in 1962 in New York City (see p. 54 in [20]). The

second generation of senior educational services originated in the 1970s, and

focused on the development of life experiences of seniors to prepare them to

intervene in social issues (see p. 338 in [20]). The activities of the University of

Toulouse probably belong to this generation, as the term “University of the Third

Age” was proposed first in 1973 by Pierre Vellas, when the university offered low-

cost summer programs for retired persons (see p. 57 in [20], p. 410 in [12], p. 178 in

contacts/
arrangements/

amusement
8%  

voluntary activity
24%

sleeping
34%

education/ training
activities

4% 

eating/personal
hygiene

12% 

sports/hobbies/use
of mass media

18% 

Fig. 33.3 Daily activities of senior citizens aged 60–69. Author’s illustration according to data

from [16]

454 D. Schwarz et al.



[21]). This French model of UTA was characterized by engaging retired adults in

forms of self-programmed learning, organized and presented by university staff and

funded by the government (see p. 178 in [21], p. 57 in [20]). This first UTA had four

major objectives [22]:

1. To contribute to raising the level of physical, mental, and social health and the

quality of life of older people

2. To provide a permanent educational program for older people in close relation

with other age groups

3. To initiate research into age issues

4. To set up education programs in gerontology for present and future decision

makers, including Community Information Programs to promote the awareness

of age issues in each person in our society

Lemieux identified a third generation of senior educational services, or better, a

next generation of UTAs, which emerged in the 1980s (see p. 338 in [19]). The aim

was to develop a curriculum for seniors who are retiring earlier and earlier, are

better educated, and are demanding credited university courses for their tuition.

The UTA models spread rapidly around the world, including Australia, New

Zealand, Canada, the USA, Argentina, Germany, the Czech Republic, Poland, the

UK, Scandinavia, China, and Japan (see p. 57 in [20], [23]). However, they are

different with regard to their organizational objectives, form of organization,

approach to learning, field of study, admission requirements, and offers of certifi-

cates such as a baccalaureate or diploma (see p. 411 in [12], pp. 5–8 in [11]).

Case Box 1

One example of the different UTA concepts is the “University of the Third Age

Online” (U3A Online). The idea to use the Internet to deliver UTA services came

from a group of UTA leaders from Australia, New Zealand, and the UK (see p. 418

in [9]) in 1997. It was originally funded by the Australian Government in 1999, has

continued to receive funding from the Australian Government, and has enjoyed

considerable support to provide educational services for older people anywhere in

the world who are isolated either geographically or through physical or social

circumstances [24]. The courses are generally organized as follows: they require

no previous knowledge of the subject areas, no exams are taken and no degrees are

awarded, they have been developed by knowledgeable volunteers, and they require

Internet access and basic computing skills [24]. The original concept of the virtual

UTA has been reinforced by cooperative activities with UTA colleagues in other

parts of the world who run their courses online with participants, e.g., from the UK,

Australia, New Zealand, the USA and Germany (see p. 427 in [9]).

The UTAs in China are another example. “Since the end of the Cultural

Revolution, Chinese governments have regarded education as important for helping

the more than 100 million older Chinese to adapt to social change” (see p. 434 in

[23]). China was thought to be the country with the largest number of UTAs,
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namely 19,300 UTAs and 1.81 million members by the end of 2002 [25]. A wide

variety of UTAs have been set up since the 1980s, supported by government with

funding, premises, and guidelines for the management of UTAs [25]. The first UTA

was established in Shangdong Province in 1983 [26]. Swindell and Thompson

figured out that there are both very prestigious and more traditional universities,

and the majority of China’s UTAs are associated with recreational centers (see

p. 434 in [23]).

To promote the development of UTAs in China, the China Association of

Universities for the Aged (CAUA) was established in 1988. It now has 207 member

UTAs, publishes a magazine on lifelong learning, and has established a research

group for the development of UTA textbooks [26].

The demographics of an aging society and the increasing demand for social

activities have posed new educational challenges (see p. 173 in [21]). There is great

potential, first because of the baby boomer generation that is already retired or will

retire in the next few years. Second, there are many interested learners resulting

from increased longevity (see p. 537 in [27]). Moreover, there are positive psycho-

logical and medical findings related to education in later life phases with regard to

the maintenance of well-being and productivity [23, 28], enhancements of coping

strategies, and prevention of unnecessary decline (see p. 448 in [29], p. 403 in [12]).

According to UNESCO, which has initiated the concept of lifelong education, it is

assumed that “learning is something that all people do and want to do, for reasons

which are intrinsically valuable to their human existence and quality of life” (see

p. 174 in [21]). Additionally, elderly people have a need for appropriate services

and material goods, and education is itself one of those services (see p. 313 in [30])

or, in a new term, one of those “silver market” services. All of these facts could

be a sign of a fourth generation of educational services – a generation that focuses

on the following aspects:

l From a social perspective, to ensure the quality of life of older people, to meet

their potential of interests and their demand for participation in social life

through learning and honorary teaching [22].
l From an economic perspective, to support public institutions of higher education

that suffer from a lower number of young students caused by demographic

effects through study fees and allocation of governmental funds.
l From a socio-political perspective (see p. 78 in [14]), to gain a future-oriented

voting public (see Chap. 4, p. 2 in [31]), and to improve the level of physical,

mental, and social health to reduce costs of the health-care system.

Senior Educational Services in Germany

The supply of education for retired adults in Germany is manifold and somewhat

confusing (see p. 153 in [14], p. 23 in [32]). Wenzke listed the big five providers of

educational services in Germany (see p. 158 in [14]):
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l Institutions for senior citizens, such as day-care centers, senior clubs, and service

centers (20%)
l Admitted senior groups (13%)
l Educational institutions, e.g., senior universities (13%)
l Adult education centers (12%)
l Cultural and municipal institutions (9%)

While the number of providers, and thus the complexity of offers, has increased

during the past few years, the participation of third agers, and obviously their

learning motivation, are still relatively low (see p. 24 in [32]). This raises the

question of whether the low participation is caused by the inactivity of elderly

people and/or caused by unavailable or unattractive offers [32].

Focusing on UTAs, Saup [33] provided an overview of study offers for seniors

at German institutions of higher education. A few universities in the former

Federal Republic of Germany (e.g., Dortmund, Oldenburg, Mannheim, Frankfurt,

Bielefeld, M€unster, and Marburg) started in the 1980s with educational services

for third agers. The number steadily increased from 35 universities in 1994 to 42

in 1997 and 50 in 2001 (see p. 13 in [33]). Meanwhile, this number of senior

universities has increased further.

Considering the past years, younger third agers are increasingly interested in

educational programs (see p. 15 in [33]). The average age of seniors participating in

the programs offered in 2001 dropped to 63 years, possibly due to the lower age of

retirement in the past (Fig. 33.4).

Older adults have three study options at UTAs (see p. 18 in [33]). Firstly,

interested persons can register as ordinary students, presupposing the university

entrance diploma, participate in required courses, and take examinations. Saup
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estimated that 3,500–6,000 senior citizens (age not specified) were registered in

2001. Secondly, third agers can participate in education as regular guest auditors.
Normally, no entrance certificate is required, and the training finishes without any

examinations or educational achievements. The participants are free to choose

generally offered fields of science without entrance limitations. Thirdly, UTA

candidates can register as specific guest auditors. This program provides special

advisory courses, regular courses, postprofessional training, and lecture series. The

content and duration of study is not determined. These and other factors related to

this kind of senior study differ from university to university. Being a specific guest

auditor seems to be the most attractive program, since about 25,000 students were

registered in that group in 2001.

The current generation of third agers has an agenda for studying. For example,

they intend studying to compensate for the gap in previous education, to renew

study abilities, to qualify for honorary work or even to extend employability, to

satisfy the need for participating in a desired study, to improve image, to be able to

continue communicating with younger generations or grandchildren, to discuss

philosophical questions, to maintain physical and mental mobility, and simply to

avoid loneliness (see p. 59 in [34], p. 15 in [33], Chap. 4, p. 4 in [31]).

Teaching these competencies (with regard to competence profiles in senior

education, see [35]), German UTAs are linked primarily to universities and are

quite academic in nature, because university professors often conduct these pro-

grams [23]. They finance their senior programs from their own resources as well as

participation fees (see p. 186 in [36]), because they get no financial support from the

government (see p. 12 in [37]).

Case Box 2: UTA at the University in Cottbus

The UTA at the Brandenburg Technical University in Cottbus, located in the

southeastern part of the Federal State Brandenburg, was founded in 2001 to

establish a place for education, meeting, and activity (see p. A11 in [14], [38]).

Since 2001, the program has focused on building competencies helpful in every-

day life, and competencies to qualify for honorary or regular employment (see

p. 117 in [14]). The offer for third agers from 2002 to 2005 mainly included (see

p. A179 in [14], [38]): sports courses (23.8%), lectures and series of lectures

(19.3%), lectures held by professors or practitioners including discussions

(17.3%), computer courses (15.7%), self-organized working and project groups

(10.5%), sightseeing (8.1%), and participation as guest auditors in generally

offered lectures. There are no admission requirements, but a semester fee of

€30 is required (see p. 339 in [14], [38]).

In recent years, participants in this UTA program increased from 87 persons in

2001 to 1,186 registered senior students in 2006 [39]. This, in addition to the

increasing demand for courses and lectures, means lecturers can hardly meet this

demand in addition to their main responsibilities. Therefore, the UTA Cottbus relies
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partly on the help of the alumni of BTU and of senior students to pass on their

knowledge and experience to others (see p. A190 in [14]).

According to the assumed fourth generation of UTAs, there are two main aims.

The first, from a social point of view, is to meet the demand for senior education

caused by the increasing potential (e.g., see p. 9 in [40], p. 24 in [15]) of third agers

in the next 5–15 years. Since German UTAs are mainly university-linked (see

p. 436 in [23]), the second aim is to help universities that suffer from a lower

number of students. This means compensating for the expected decreasing number

of young students and, thus, the decreasing funds of the federal government through

senior students’ tuition charges and other currently undefined funds. In short, there

is a need to create a win-win situation.

Strategies to Enlarge the Benefit for German Universities

As mentioned in the “Introduction,” both the number of third agers and probably the

number of senior students – ceteris paribus, other things being equal – in East

Germany will increase. Simultaneously, net income will decrease, as a result of

demographically required reforms in the German social pension program (see

p. 197 in [41]). Thus, expensive educational offers will probably not be affordable

for the majority of UTA clientele. This dilemma leads to the consideration of

strategies to finance this social responsibility of educating and developing retired

persons through attractive leisure activities, and thus to recruit senior students and

raise the total number of students at universities.

Application for governmental support. Education must be seen as a form of

social policy (see p. 410 in [12]) and should, at least partly, be financed by the

government. It is a social responsibility to care for elderly people and to protect

them as long as possible from age-related impairment. That, in turn, could posi-

tively affect the social security system through reduced health-care costs, which

should be a major incentive for the government to bankroll the initiative.

Realization of a unique program. The UTA needs to have a competitive advan-

tage compared to other providers of senior educational services. A competitive

advantage is not manageable if many competitors have the respective resources (see

p. 155 in [42], p. 6 in [43]). As Barney defined: “Even if a resource is valuable, rare,

and costly to imitate, if it has strategically equivalent substitutes that are themselves

not rare or not costly to imitate, then it cannot be a source of sustained competitive

advantage” (see p. 47 in [44]). This unique selling proposition (USP) campaign (for

example by establishing a unique and attractive program) comes along with an

adequate price policy. When the university succeeds in creating a competitive

advantage, it improves its reputation. Thus, sponsors will potentially support this

concept. For example, learning activities for seniors at Canadian UTAs are spon-

sored by federal initiatives, provincial initiatives, or community-based programs

(see p. 454 in [29]).
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Analysis of demand. UTA clientele should be interviewed to establish their

intention and learning preferences regarding content (see Chap. 2 in [31]), time

(see p. 409 in [12], [45]) and so on. For example, it does not seem conducive to

run adult education programs in the evening, when some older people may be

reluctant to leave home. Senior students have an “autonomous educational will”

(see Chap. 4, p. 2 in [31]) that could be realized in the above-mentioned unique

program.

Enlargement of the offer. In addition to the regular program, a virtual UTA that

provides intellectually challenging courses for isolated or handicapped older people

as well as for conventional UTAmembers could be interesting (see p. 414 in [9]). In

Australia, the first “UTA online” started in 1999, and by the end of the first year,

nearly 300 members belonged to that organization [9]. With regard to the limited

mobility and circuitousness of the trading area, this enlarges the target group as well

as the inclusion of unemployed and interested people. They should have the

opportunity to participate in educational courses in order to use the whole capacity

of the UTAs. UTAs in France have done this already (see p. 5 in [23]).

Establishment of an incentive policy. Elderly people aspire toward self-

fulfillment, individualism, immediacy, and community (see p. 177 in [21]). Some

adults have not had the chance to study or to study a desired scientific field. As

Picton (see p. 409 in [12], [45]) identified, many retired persons left school at a very

early age, perhaps due to socioeconomic imperatives or lack of opportunity to

pursue education beyond the basic level. Thus, it is relevant to develop a specific

curriculum like a Bachelor of Arts (see pp. 339–341 in [19]) or a PhD program

for senior students. These educational achievements allow senior students to teach,

such as in adult education centers, or even to work as senior consultants. Maybe

there is a demand for more than low-cost learning opportunities. Additionally, this

prompts universities to think about different tuition fee strategies.

Establishment of networks. Cooperating with municipal senior institutions could

reduce costs through the use of synergies or declining administrative tasks. In

addition to the sharing of effort in organizing programs and marketing campaigns,

a clear and convincing concept of senior educational services would result (see

p. 117 in [14]).

Improvement of information. While conducting research for this article, it was

difficult to get up-to-date information about the respective UTA programs, or even

to find the respective UTA Web sites. The fact that today’s third agers are mostly

unpracticed in working with computers, and that these sites are not very user-

friendly or self-explanatory, is problematic. Improving the availability of informa-

tion could be an important step toward improving the image of UTAs.

Boost of honorary work. Last, but not least, voluntary work should be men-

tioned. Specific offers could be operated by experienced senior students themselves

(see p. 414 in [9], p. 644 in [10], p. 454 in [29]). Often they are motivated to transmit

their life experiences (see p. 182 in [21]) and experience self-fulfillment (see p. 357

in [46]). It is necessary to boost honorary work (see p. 19 in [15]) to enlarge the

variety of educational courses and simultaneously reduce costs.
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Summary and Conclusion

This chapter began by discussing the demographic change regarding a shrinking of

the population, particularly in Germany and East Germany. The projections of

statistical offices have shown that the number of people living in Germany is

expected to shrink. Simultaneously, the average age will increase in East Germany,

caused by the migration of young people, and thus of potential parents, to other

parts of Germany. Therefore, there seems to be a high potential for educational

offers for older people. In the second section, we focused on the definition and

classification of the term “third age.” Many statisticians and gerontologists deal

with that topic, but there is no agreement about the limits of each age category.

Therefore, we defined retired people who are interested in intellectual free-time

activities and social engagement as third agers. These individuals are interested in

gaining new competencies, particularly in the field of social science, and in

exchanging life experiences. For these people, UTA were established. In the section

“Universities of the Third Age” we briefly outlined the history of these UTAs and

hypothetically enlarged Lemieux’s three-generation concept of UTAs by a fourth

generation. We argued that the aims of the UTA, particularly in East Germany,

were twofold. Firstly, to ensure that older people have the opportunity to continue

living in dignity, to provide conditions and contexts at least equal to those available

for younger age groups (see p. 461 in [8]), and to address their potential interests

and demand for participation in social life through learning and honorary teaching.

A second aim is to support public institutions of higher education that suffer from a

lower number of young students, through senior students, the study fees of UTA

clientele, and the additional allocation of governmental funds. This compensation

seems to be possible, since German UTAs are often university-linked.

Next, we described the German system of educational services for senior

citizens. As a short case and example, we mentioned the UTA at the Brandenburg

Technical University Cottbus.

In “Strategies to Enlarge the Benefit for German Universities” we focused on the

creation of a win-win situation for third agers, who may choose attractive educa-

tional services from a wide palette, as well as for universities, which get steady low

funds for registered students from the federal government. Therefore, we proposed

some strategies to enlarge the benefit for universities and thus to be able to ensure

the availability of the UTA program and steadily improve it. As Swindell reasoned,

keeping the brain active in later life may lead to measurable improvements in health

and well-being (see p. 427 in [9]). Elderly people have a need for appropriate

services such as education (see p. 313 in [30]) and, therefore, education must be

seen as a form of social policy and social responsibility that is at least partly

financed by the government.

What we learned from this chapter about UTAs, particularly the East German

difficulties to recruit students, or rather UTA clientele, is not easily transferable to

other countries. That is because UTAs all over the world differ in their organiza-

tional objectives, form of organization, approach to learning, field of study,
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admission requirements, offers of certificates (see p. 414 in [12], pp. 5–8 in [11]),

and government support. But, we pointed out that motivational factors play a key

role in increasing the number of senior students. Our remarks regarding the analysis

of demand, virtualization of educational courses, and improvement of the availabil-

ity of information about the UTA could also provide valuable stimulus for other

countries, on the one hand, to satisfy senior students’ needs and, on the other hand,

to use institutions of higher education to their full capacity.
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