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• Motivation for presentation- recognizing that it had been 10 years since last 
big economic recession and our longest lasting recovery would end.

• In more developed economies more than 70% of GDP comes from consumer 
spending.

• Our world appears to be increasing volatile (VUCA) and what would be the 
impact be on consumers when the next inevitable crises hits?

• How will consumers adjust their consumption behavior and what will be the 
implications for business and government policy-makers? 

• What strategies do consumers use to adjust to reduced resources?

• Will consumer adjustments turn into new habits and become the new normal?

• The Spring 2020 conference seemed to be perfect time to prepare research!
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Then Came 2020-Covid-19 & a Confluence of Crises

•Economic Crises

•Global Pandemic

•Social Unrest

•Political Turmoil

•Business model stress test
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Overview
• Research on Impact of Economic crises on Consumer Behavior

• Surprising little in marketing, more in economics.
• Marketing research tends to focus on within category effects or brands.
• In economics, a main issue has been the intertemporal trade-offs consumers make when 

choosing between current and future consumption. Du & Kamakura (2008).
• A key assumption most standard economic models is that the utilities a household derives 

from various commodities at different levels of expenditure are independent of economic 
conditions. Kamakura & Du (2012).

• Industry research is largely descriptive and cross-sectional.

• Research question: How does consumer behavior (CB) change under crises?
• How does consumption change?
• Are consumer consumption utilities (value drivers) changing due to crises?
• What are consumer strategies when dealing with economic crises?
• If behavior changes does it go back to pre-crises behavior after crises ends?
• What are potential new areas of research?

The Effects of Economic Crises

on Consumer Behavior



The Effects of Economic Crises

on Consumer Behavior

• Traditional Economic Theory would suggest in periods of financial stress (scarcity) that consumers with
lower incomes will spend a larger percentage of their budgets on non-discretionary goods as less on 
discretionary goods.  In America, 2009-2010, 62% of consumers reduced spending, Kamakura & Du (2012).

Change in Consumer Behavior During crises

May 2020
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• Traditional Economic Theory suggests in periods of financial stress (scarcity) that consumers utility for
goods will remain the same, albeit at a lower income level (consumption budget). Kamakura & Du (2012)
however, found evidence of a change in household utility depending on its relative position via other households.

Change in Consumer Behavior During crises

They hypothesized: That the utilities a household derives from certain commodities can vary systematically, 
depending on whether they live in times of economic decline or growth. Flatters and  Willmott (2009) affluent 
consumers may economize because the recession makes discretionary thrift acceptable or even fashionable. 
So for “positional goods” relative consumption becomes important.

Kamakura & Du (2012)
Figure 2, p. 242
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Kamakura & Du (2012)
Figure 2, p. 241
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Changing Consumer Values Represent Changing Utilities
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• What strategies to consumers adopt in times of crises?

Fernbach et al. (2015, p.1217) Found when faced with constrained resources consumer adopt coping strategies 
to deal with fewer resources.  They identified two common strategies: First if the shortfall is not too great they 
adopt efficiency strategies were they reduce expenditures across categories and second, if the shortfall is 
perceived as large they adopt prioritization strategies- where they choose which categories to fund and which 
to cut.  They ran a series of experiments and found that too often consumers fall in an “efficiency trap.”
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• What strategies to consumers adopt in times of crises?

How do consumers adopt there consumption patters during crises (how they consume as well as what they buy)?

McKinsey 2009
Consumer Decision Journey

They’re also willing to try new brands; 
72% of CPG shoppers are influenced by 
brands’ activities during the crisis and 
48% will consider brand-switching.

75% of US Consumers first go to  Amazon 
or Google to get product information.

More consumers are shopping 
online and localization and 
product shortages have changed 
where people shop; many are 
now buying from convenience 
stores and warehouse clubs for 
the first time. 



Summary:
Future areas for research

• More work is needed on the impact of crises on consumer behavior.
• Crises and change are more frequent in a globally connected world (VUCA).
• Existing research is too narrowly focused on brands and within category.
• Crises and consumer behavior are moderated by other environmental and 

individual factors.
• Crises bring cultural other changes which impact economic behavior.
• Individual characteristics and decision biases (such as budgeting biases) 

impact economic behavior.
• Crises affects not only purchases but all parts of the consumption journey.
• More research needed to link household consumer spending and macro-

economic conditions.



Thank You
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https://morningconsult.com/form/consumer-confidence-dashboard/

• How does rising income inequality impact consumption (pain is not equally shared)?

https://morningconsult.com/form/consumer-confidence-dashboard/

