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Unlocking the Secrets of Demand: What Influences Our Choices

Open-Ended Response Answer Key

1. Scenario: During an economic recession, consumers experienced a decrease in
their disposable income.

Product: Luxury automobiles (high-end cars).

e Consumers: With reduced income, consumers cut back on discretionary
spending, including luxury items like high-end cars. As a result, the demand for
luxury automobiles decreased significantly, leading to lower sales for car
manufacturers in this category. Consumers may opt for more affordable or used
cars instead.

e Producers: Luxury car manufacturers experienced a decline in sales and revenue.
To adapt to the changing market conditions, they may have offered promotions,
discounts, or financing options to attract consumers. Additionally, some
manufacturers might have introduced lower-priced models to cater to budget-
CONSsCious consumers.

2. Advances in Technology: The introduction and widespread adoption of
smartphones.

Effects on Consumer Preferences and Demand

Smartphones have revolutionized the way people communicate, access information,
and conduct daily activities. As a result, they have influenced consumer preferences and
generated demand for various related products and services, such as:

e Mobile Apps: The demand for mobile applications (apps) has surged with the
popularity of smartphones. Consumers use apps for social networking,
entertainment, productivity, and more. Companies have responded by
developing and offering a wide range of apps to meet these demands.

e Mobile Accessories: The market for smartphone accessories like phone cases,
screen protectors, and chargers has expanded. Consumers seek protective and
decorative accessories to enhance their smartphone experience.

o Mobile Data Plans: The need for data plans to access the internet and use data-
intensive apps has grown. Telecom providers offer various data plans to cater to
different data usage preferences.

e Mobile Gaming: Smartphones have become a gaming platform of choice for
many consumers. The demand for mobile games has led to the development of
a thriving mobile gaming industry.

Examples: For instance, the success of mobile gaming apps like "Pokémon GO"
demonstrates how smartphone technology can create new markets and generate
demand for innovative products and services.

3. Advertising and Marketing Strategies

e Consumer Preferences: To create demand, | would conduct market research to
understand current consumer preferences in clothing. This includes analyzing
popular styles, colors, and trends. Based on this information, | would tailor our
clothing designs to align with what consumers are looking for.

e Seasonal Effects: Recognizing the impact of seasons on clothing demand, | would
plan seasonal marketing campaigns. For example, during winter, | would promote
warm clothing items like coats and sweaters, highlighting their comfort and style.
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e Brand Image: Building a strong brand image is crucial. | would emphasize the
brand's values, quality, and uniqueness through advertising. Highlighting the
brand's commitment to sustainability and ethical practices could resonate with
environmentally conscious consumers.

e Online Presence: In the digital age, an online presence is essential. | would invest
in an e-commerce website and engage in social media marketing to reach a
broader audience. Online promotions, discounts, and user-generated content
would be part of the strategy.

e Customer Engagement. Engaging with customers through feedback surveys,
social media interactions, and email campaigns would foster a loyal customer
base. Addressing customer feedback and concerns promptly is vital.

e Seasonal Sales and Promotions: To leverage seasonal effects, | would offer limited-
time promotions, discounts, and bundle deals during peak shopping seasons like
back-to-school or holiday shopping.

o Influencer Partnerships: Collaborating with fashion influencers and bloggers to
showcase our clothing could help reach a wider audience and create demand
among their followers.

e Sustainability Messaging: Given the growing interest in sustainable fashion, | would
emphasize our eco-friendly practices in advertising. Sharing stories about our
sustainable materials and ethical production processes could resonate with
environmentally conscious consumers.

4. Drought and Crop Production: A drought can significantly impact crop
production by reducing water availability for agriculture. Let's consider the effects
on supply and demand for agricultural products, using wheat as an example:

e Supply: Drought can lead to a decreased supply of wheat as it affects crop yields.
Farmers may produce fewer bushels of wheat due to inadequate rainfall and dry
soil conditions. This reduced supply results in less wheat available in the market.

¢ Demand: The demand for wheat, a staple in various food products like bread,
pasta, and cereals, remains relatively stable because it's a dietary necessity.
However, there may be slight fluctuations in demand due to factors like
population growth and changing dietary preferences.

e Impact on Prices: With a reduced supply and consistent demand, the price of
wheat tends to rise. This is because there's less wheat available to meet the
ongoing demand, causing an increase in its market price. As a result, consumers
may experience higher prices for wheat-based products.

e Availability: The availability of wheat-based products may decrease because of
the higher prices associated with wheat. Consumers might see fewer promotions
and discounts on these products, and some individuals or families may experience
challenges accessing affordable wheat-based foods.

e Import and Substitution: In response to reduced domestic wheat supply, some
countries may increase wheat imports. Additionally, consumers and food
manufacturers might seek substitutes for wheat-based products, such as using
alternative grains like rice or corn.

e Policy Interventions: Governments and agricultural authorities may implement
policies to address the impact of drought on crop production. These policies may
include subsidies for farmers, strategic grain reserves, and measures to encourage
water conservation in agriculture.
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