In this. ﬁnal chapter W
keting as. a social mstitutmn. First; w_

““look at some common criticisms of mar-_" '
keting as. 1t1mpacts 1nd1wdual cONsUITiers, .

“other businesses, and samety as a whole
Then, we'll examine consumerism, . gnvi

- ronmentalism; and other citizen and pub-".
lic actions to keep’ marketmg in check. -
Fmally, we'll see how ccmpames them- -,

selves can benefit from proactively pursy-
ing socially responsible -and ethical prac

tices that bring .value not just to -
individual customers, -but to society asid .;

whole. You'll see that 50c1al responmbmty

and ethical actions are mcre than just the:
right thing to do; they’ re also good for-

business. .

First, let’s v1s1t the concept of soc1al.__.."
responsibility in business. Perhaps na-ofe. :
- gets more fired up about corporate social |

~ responsibility than Jeffery Swartz, CEO of
footwear-and-apparel maker Timbertanid,
He's on a passionate mission to. use the
resources of his company to combat the °
world's secial ills. But he knows thatta do
this, his company must.also be profitable..
‘Swartz believes firmly that.companies
~actually can do both—that they cande. :

“well by dofng good. -Hé_fe.’_s the story.
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Social eponsrbmty

Eﬁg@gimberland CEO Jeffrey Swartz recently strode purposefully into a New York
= office packed with McDonald's executives. Dressed in g blazer, jeans, and

siisn Timberlznd boats, he was there to convince the fast-food eiant that it
should choose his $1.5 billion shoe-and-ciothing company to provide its new uni-
farms. The executives waited expectantly for bimn to unzip a bag and reveal the
sleek new prototype.

“We didn't bring any designs,” Swartz said fatly. Eyebrows arched. Instead, he
launched inte an impassioned speech that had virtuaily nolhing to do with clothes or
shoes. What Timberland really had ta offer McOonald's, Swartz said, was the benefit
to the company—and the world at large—of helping it build a unified, motivated,
purpnseful warkforce. "Other peopie can do uniforms,” Swartz said, his Yankes
accent asseriing itself. “This is about partnership. We can create a partnership
together that will be about value and values.”

As unorthodox as it sounds, Swartz wasn't pitching Tiimberdand's creativity of
craftsmanship. Rather, he was pitching its cuiture, and the ways that culture could
rub aff on McDonaid's. Growing mare and mare animatad, Swartz talked about how
Timberland's empleyess get 40 hours paid leave evary year to pursue volunteer
projects. He discussed Serv-a-palonza, Timberland’s daylong burst of do-goodism
that 1his year would host 170 service projects in 27 countries, covering 45,000 vol-
unteer hours of work. Ang he talked about City Year, the nonprofit that Timberland
has supported for more than a decade, which brings young people into public ser-
vice for & year. As for McDonald's, it was part of practically every community in the
caountry, Swartz explained, but was it helping every commurity?

The room was silent. Swartz couldr't tell whether they thought he was a touchy-
feely freak or whether what he said had struck a deep chord (MceDonald's wouldn't
make a final decision for many moniths). Yet Swartz was elated all the same. *| told
my team to find me len more places where | can have this conversation,” he said.
"Mo ane belizves in this more than we do, and that is our competitive advaniage.”

The “this" that gets Swarlz, a third-generation CEOQ whose grandfather founded
the company in 1952, so fired up s expressed in Timberland's slagan: “Boots,
Brand, Beliel.” What Swartz is really trying to do—no kidding—is to use the
resourcas, energy, and profits of a pubiicly traded footwear-and-apparel company to
combat sociat ills, help the environment, and improve conditions for [aborers around
the globe. And rather than using his company as a charity, he's using the hard finan-
cial metries of prafif, return on investment, and, oh yes, shareholder return, to try to
prave that companies actually can do well by doing good.
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Part 4

Extending Marketing

played a big role in their decision to come to the company. “| love my job,” says Michael Moody, a staff
attorney. "The core values are humanity, humility, integrity, and excellence, and | see those values
used as a touchstone in all conversations.”

Betsy Blaisdell, manager for environmental stewardship, laughs when she thinks how horrified she
originally was at the thought of working for a big, bad corporation. With Swartz's support, however, she
has helped push through such initiatives as 2 $3,000 cash incentive far employees to purchase hybrid
cars (six kave taken advantage so fard and the comgany's $3.5 millien solar array at its Ontario,
California, distribution center. Although it witl provide 60 percent of the center's energy, it may take as
rmany as 20 years to show a return, and that's just fine with Swartz. )

Far Timberznd, service is nol something you do once a vear. Although volunteer projects are
always under way, many of them have been organized under the rutric of Serv-a-palooza, held in late
Septernber. Last year's projects included a massive effort to clean up and reclaim public spaces
around Lawrence, Massachusetts, and a plan to improve a center for handicapped kids in Ho Chi
Minh City, Vietnam, Timberland supporis these efforts for their own sake, but the potential corparate
benefits do not go unnoticed, As his pitch to MeDonald's shows, Swarlz also sees Service a5 a power-
ful differentiator for Tmberland with its current and potential customears.

Although Timberlancd's message se=ms to be getting through to its business customers, it's not at
ali clear that consumers have any clue what the brand stands for beyand cood stuif. Noris it clear that
they care, “The vast majority of footwear is purchased by teenagers,” says an industry analyst, “and
some fon't believe in advertising at all, 50 it's fough io reach them.” But Swarlz insiss that it's simply
a matter of time until consumers refuse to patrorize companies that don't tell them what they're doing
for the community, “| believe that there’s 5 storm coming against the complacent wha say good
enough is good enough,” he says.

Probably Swarlz's biggest challenge ts getting Wail Street to buy into the doing-good side of the
story. Sure, the brand's a success, says the analyst. "But investors would rather see Tmberland doing
things like increasing dividends or share buyhacks. Mobody's investing in Timberland just because
Jeff's a nice guy. They expect results.”

Although compelling, the lofty notion af senving a doubled bottorn fine of values and prodits will pre-
sent significant chailenges for Timberland. Car one mar: and his band of devotees really change the
role of the corporation? To Swartz, it's only &8 matter of time. After ail, he's trving to save the warld. The
funny thing is that he's trying to do it by running 2 large, profifable, publicly traded shoe company.
Sorne call him the messiah for a new age of social awareness. Others think he could be headed for a
fail. But afl agree he's challenging the system.!

Responsible marketers discover what consumers want and respond with market offerings that
create value for buyers in order to caplure value in retwrn. The muarketing concept iz a philos-
ophy of customer value and mutual gain. Its practice leads the economy by an invisible hand
to satisfy the many and changing needs of miflicns of conswmers.

Not all marketers follow the marketing concept, however. In fact, some companies use
questionable marketing practices, and some marketing actions that seem ionocent in them-
selves strongly affect the larger society. Consider the sale of cigarsttos. On the face of it, com-
panies should be free to sell cigarettes and smaokers should be free o buy them. But this pri-
vate transaction involves larger questions of public policy. For example, the smakers are
harming their health and may he shortening their own lives. Smaking places a financial buwr-
den on the smoker's family and on society at large. Other people around smuokers may suffer
discomfort and harm from secondhand smoke. Finally, marketing cigavettes to adults might
also influence young people to begin smoking. Thus, the marketing of tabacco products has
sparked substantial debate and negotiation in recent years.

This chapter examinss the social elfects of private marketing practices, We examine sev-
eral guestions; What are the most frequent social criticisms of marketing? What steps have
private citizens taken to curb marketing 111s? What steps have legislators and government
agencies taken to curb marketing i1ls? What steps have enlightened companies taken to carry
out socially responsible and ethical marketing that creates value for both individual cus-
tomers and society as a whale?
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iz Social Criticisms of Marketing -

Markeling recelves much criticism. Some of this criticiam is justified; much is not. Social erjt-
ics claim that certain marketing practices hurt individial consumers, society as a whole, and
other business firms,

Marketing’s Impact on [udividusal Consumers

Consumers heve many concerns about how well the American marketing system serves their
interests. Surveys vsually show that consumers hold mixed or even slightly unfavorable atti-
tudes toward marketing practices. Consumer advocates, government agencies, and other crit-
ics have accused marketing of harming consumers through high prices, deceplive practices,
high-pressure selling, shoddy or unsafe products, planned ohsolescence, and poor service to
disadvantaged consumers.

High Frices
Many critics chacge that the American marketing system causes prices to be higher than they

waonid be under more “sensible” systems. They point to three factors—high costs of distribu-
tion, high adveriising and promotion costs, and excessive markups.

. A Iong standing charge is that greedy intermediaries mark up
prices beyond lhe »alue of their services. Critics charge that there are too many intermedi-
aries, that intermediarics are inafficient, or that they provide unnecessary or duplicate ser-
vices, As a Tesult, distribution costs too much, and cunswmners pay for these excessive costs in
the form of higher prices.

How do resellers answer these charges? They argue that intermediaries do work that
would atherwise have tu be dons by manufacturers or consumers. Markups reflect services
that consnmers themselves want—mare convenience, larger stores and assortmenls, wore ser-
vice, longer store hours, return privileges, and others. Tn fact, they argue, retail competition is
so intense that margins are actually quite low. For example, after taxes, supenmnarket chaius
are typically left with barely 1 percent profit on their sales. If some resellers try to charge too
much refative to the value they add, other resellers will step in with lower prices. Low-price
stores such as Wal-Mart, Costco, and other discounters pressure their competitors to operate
efficiently and keep their prices down.

: Modern marketing is also accused of pushing up
prices to finance heavy advertising and sales promotion. For example, a few dozen tablets of a
heavily promoted brand of pain reliever sell for
the same price as 100 tablats of less-promoted
brands. Differentiated products—cosmetics,
detergents, tolletriss—include promotion and
packaging costs that can amount te 40 percent or
more of the manufacturer’s price to the retailer.
Critics charge that much of the packaging and
promotion adds only psychological value to the
product rather than functional value.

Marketers respond that advertising does add
ko product costs, But il alse adds value by inform-
ing potential huyers of the availability and merits
of a trand. Brand name products may cost move,
but branding gives buyers assurances of consis-
tent quality. Moreaver, consumers can usually
buy functional versioms of products at lower
prices. Howesver, they want and arc willing to pay
more for products that alse provide psychological
benefits—that make them feel wealthy, atractive,
or special. Alsp, heavy advertising and promaotion
may be necessary [or a firm to match competitars’

i : efforts—ihe business would lose “share of mind”
B A heavily promoted brand of aspirin sells for much more than a virtually if it did not match competitive spending. At the
identical non-branded or store-branded product. Critics charge that prometion adds same time, companies are cost conscious about
only psychological value to the product rather than functional value. promotion and try to spend their money wisely.
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: - Critics also charge that some companies mark up goods excessively.
ihev pomt to the drug industry, whers a pill costing five cents to make may cost the con-
sumer $2 to buy. They point to the pricing tactics Ufﬁmera] homes that prey on the confused
emotions of bereaved relatives and to the high charges for aulo repair and other services.

Marketers respondd that most businasses try to deal fairly with consumers because they
want to build customer relationships and repeat business. Most consumer abuses are unin-
tentional, When shady marketers do take advantage of consumers, they should be reported io
Better Business Bureaus and to state and federal agencies. Marketers alse respond that con-
sumers often don't understand the reasons for high markups. For example, pharmaceutical
markups must cover the costs of purchasing, promoting, and distributing existing medicines
plus the high ressarch and development costs of formulating and testing new medicines. As
pharmacewticals CUTIpany GlaxoSmithKline states in its ads, "Today's medicines flinance
tomorrow’s riracles.”

Deceptive Praciices
Marketers are sometimes accused of deceptive practices that lead consumers to beiicve they
will get tivre value than they actually do. Deceptive practices fall into three groups: pricing,
promotion, and packaging. Deceptive pricing includes practices such as falsely advertising
“factory” or “whalesale” prices or a large price reduction from a phony high retail list price.
Deceptive promotion includes pracices such as misrepresenting the product’s features or per-
formance or luring the custumers to the store for a bargain that is out of stock. Deceptive pack-
agmg includes exag geratmg package contents through subtle design, using misleading label-
ing, or describing size in misleading terms.

To be sure, questionable marketing practices do ocour. Consider the advertising of airline
ticket prices:?

When is $49 not $497 When it’s the adver-
tised price for an airline ticket. In newspa-
per ads and radio commercials, wo are
lured with the promise of $49 round--
g . irip tickets to Bermuda, But by the time
f_ ' - you add in all the extras, that bargain
OW ticket will cost nearly $200. What ever hap-

_ er faf'eS make for . pened to truth in advertising? Technically,
happ]er hom ecomings ' the advertising is legal. But the average air-

12 W 0 s - line consumer needs a magnifying glass ta
T e bt il L 120 P oy : get an idea of the actual ticket cost. For the
Barmuds ticket, radio commercials warn
that the discount price comes with condi-
tions and fees, but you must read the fine
print acrass the hottom of & newspaper ad
to discover the true cost. “Prepaid govern-
ment taxes and fees of up to $86.00,
September 11 Security Fees of up to $10.00,
and Passenger Facility Charges up to $18.00
per person . .. are not included in listed
prices,” we're told. “Listed prices include
fuel-related and all other increases as of
7/1, but may increase additionally due to
unanticipated expenses beyond our con-
e PR IR : e tral.” Add them up, and that ticket costs

B Daceptive practices: Technically legal, ads tike this one {ura readers £163, not counting whatever fuel surcharge

35 s ot
Dofusrm:sﬁaunh *or o' T80% UHEED. J

FUNITEB.Com

Ll

with premises of low, low prices. But wakch out for the small print at may bave been imposged over the past nine
the bottom—you will need a magnifying glass to figure cut the actual months. Not quite the $49 in the big print at
ticket cost. the top of the ad.

Deceptive practives have led to legislation and other consumer protection actions. For
example, in 1938 Congress reacted to such blatant deceptions as Fleischmann’s Yeast's claim
tu slraighten vrooked teeth by enacting the Wheeler-Lea Act giving the Federal Trade
Commission (FTC} power to regulate “unfair or deceptive acts or practices.” The FTC has
published several guidelines listing deceptive practices. Despite new regulations, some crit-
ics argue that deceptive claims are still the norm.
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The toughest problem is defining what s “deceptive.” For instance, an advertiser's claim
that its pawerfnl laundry detergent “makes your washing machine ten feet tall,” showing a
surprised homemaker watching her appliance burst through her laundry room ceiling, isn't
intended to be taken litcrally. Tnstead, the advertizer might elaim, it is “puffery”— innocent
exaggeration for effect. One noted marketing thinker, Theodore Levitt, once clsinad that
advertising puffery and alluring imagery are bound to accur—and that they may even be
desirable: “There is hardly a company that would not go dowu in ruin if it refused to provide
fluff, because nobody will buy pure functiomality. . . . Worse, it denies .. . peaple’s honest
needs and values. Without distortion, embellishment, and elaboration, life would be drab,
dull, angunished, and at its existential worsl.”? Crarde.

However, ulhers claim that puffery and alluring imagery can harm consumers in subtle
ways, and ihat consumers must be protected through education:

The real danger to the public ... comes nat from owtright lies—in most cases facts
can ultimately be proven and mistakes correcled. But . . . advertising uses [the power
of images and] emaotional appeals to shift the viewer’s focus away from [acts. Viewers
who do not take the trouble to distinguish between provable claims and pleasant hut
meaningless word play end up buying “the sizzle, not the steak” and often paying
high prices. The best delense against misleading ads .. . is not tighter controls on
[advertisers), but mors education and more critical judgment among . . . consumers.
Just as we train children to be wary of strangers offering candy. to count change at a
store, and to kick the tires bafore buying 2 used car, we must make the effort to step
back and judge the value of . .. advertisements, and then master the skills reguired (o
separate spin from substance.®

Martketers argue that most cormpanies avoid dsceptive practices bocause such practices
harm their business in the long run. Prafitable custonter relationships are built upon a foun-
dation of value and trust. If conswmers de not get what they expeet, they will switch to more
reliable products. In addition, consumers usually protect themselves from deception. Most
COTISIMETS Tecognize a marketer's selling intent and are careful when they buy, sometimes Lo
the point of not believing completely true product claims.

High-Fregogure Selling

Salespeople are sometimes accused of high-pressute selling that persuades people 1o buy
poods Lhey had oo thought of buying. 1t is often said thai insurance, real eslate, and used cars
arn seld, not booght. Salespeople are trained to deliver smooth, cannad talks to entice pur-
chase. They sell hard because sales contests promise big prizes to those who sell the most.

But in most cases, marcketers have little to gain from high-pressure selling. Such tactics
may work in one-time selling situations for short-term pain. However, maost selling involves
building long-term relationships with valued customers. High-pressure or deceptive selling
can do serivus damage to such relationships. For example, imagine a Procter & Gamble
account manager trying to pressure a Wal-Murt buyer, or an IBM salesperson trying 1o brow-
beat a GE information technology manager. It simply wouldn't work.

Bhicddy, Harmial, or Uneafe Products

Another criticism concemns poor product quality or function. One complaint is that, too often,
products are not made well and services are not performed well. A sccond complaint is hat
many products deliver little benefit, or that they might even be harmful. For example, many crit-
fus have pointed out the dangers of today's fat-laden fast food. In fact, McDonaid's recently Facad
a class-action lawsuit charping that its fare has contributed to the nationwids obesity epidemic:

|Four years ago,] the parody newspapsr The Onion ran a joke article under the head-
line “Hershey's Ordered to Pay Obase Americans $135 Billion.” The hypathesized
class-action lawsuit said that Hershey “knowingly and willfully” marketed to chil-
dren “rich, fatty candy bars containing chocolate and other ingredients of negligible
nuivitional value,” while “spiking” them with “peanuts, crisped rice, and caramel to
increase consumer appeal.” Some joke. {In 2002] New York City attorney Sam Hirsch
filed & strikingly similar suit—against McDonald's—on behalf of 4 class of obese and
overweight children. He alleged that the fast-food chain “negligently, recklessly,
carelessly and/or intentionally” markets to children food products that are “high in
fat, salt, sugar, and chelesterol” while failing to warn of those ingredients’ links to

il
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“obegity, diabetes, coronary heart disease, high blood pressure, strokes, elevated cho-
lesterc] intake, related cancers,” and other conditions. Indusiry defenders decried
the suit as frivalous. It is ridiculous, they claimed, to blame the fast-food industry for
consumers’ “own nutritional ignorance, lack of willpower, genetic predispasitions,
failure to exercise, or whatever else may play a role in [their] obesity.” A federal
judge agreed and dismissed the suit, explaining that “it is not the place of the law to
protect them from their own excess.” And to prevent similar lawsuits, in 2005 the
United States House of Representatives passed [he Personal Responsibility in Food
Consumption Act, dubbed the “Cheeseburger Bill," which bans nbesity-related law-
suits in state and federal courts.®

Who's to blame for the nation's obesity problem? And what should responsible faod
companies do aboul it? As with most social responsibility issues, there arc no easy answers.
MeDonald’s has worked to improve its fare and make its menu and its customers healthier.
However, olher fusl [eeders seem to be going the other way. Hardee's, for example, intro-
duced a 1.410-calorie Monster Thickburger, and Burger King launched its Enormous Omeslet
breakfast sandwich, packing an unapologetic 47 grams of fat. Are these companies being
socially irrespansible? Or are they simply serving customers choices they want?® (Sec Real
Marketing 20.1.]

A third complaiot concerns product safety. Product safety has been a problem for several
reasons, inchiding company indifference, increased product complexity, and poor quality
control. For vears, Consumers Unian—ihe nonprofit testing and information organization that
publishes the Consumer Heports magazine and Web site—has reported various hazards in
tested products: electrical dangers in appliances, carhon manoxide poisoning from room
beaters, injury risks from lawn mowers, and faulty auto-
mobile design, among many athers. The arganization’s
testing and other activities have helped consumers make
better buying decisions and ercoursged businesses to
eliminate product flaws.

However, most manufacturers warnt to produce qual-
ity guods. The way a company deals with produet quality
and. safety problems can damage or help its reputation.
Companies selling poor-quality or unsafe products risk
damaging conflicts with consurner proups and regulators.
Moreover, unsafe products can result in product liahility
suits and large awards for damages. The average compen-
satory jury award for product liability cases from 1993

=
TRy e through 2002 was $700,000, bul individual or class action
> ] awards frequently run into the tens of millions of doltars,
! ] , And propased legislation could even criminalize product
Q iR £ liability, impasing criminal penalties for managers whao
iy i - % know about product defects but fail to discluse them to

the public.”
More fundamentally, consumers whe are unhappy
with a firm's products may avoid future purchases and
- -talk other consamers inta doing the same. Thus, quality
5 missteps can have severe consequences. Today's mar-
keters know that customer-driven quality resulits in cus-
tomer value and satislaction, which in turn creates prof-
itable customer relationships.

En
IR

Flanned Obsrieseencs

Crilics also have charged that snme producers follow a
program of planned obsclescence, cansing their products
to hecome obsolete before they actually should need
replacement. For example, consider printer campanies
and their toner cartridges:

‘B Planned obsalescence: Printer companies continually introduce new

cartridge models and tweak designs: “You've got planned
chsolescence,” says the owner of Laser Logic, a small cariridge refilling
company. “It's kind of like a Mission Impossible. At the end of this
tape, the toner cartridge will self-destruct.”

Refilled printer cartridges offer the same or
improved performance for about half the price of
a new one. A number of businesses, from local
shops to Office Depot and other big-box stores,



As you've no doubt neard,
: the United States is facing
an obesity epilemic. Everyone seems 10
agree on the problem—as a nation, we're
packing on the pounds. But still unresohved is
anather weighty issue: Whao's to blama? 15 it
the fault of self-indulgent consurmers who just
can'l say no to sticky buns, fat burgers, and
other tempting ireats? Or is it the fault of
gresdy food marketers wha are eashing in on
vulnerable consurmers, turning us into a
natfian of overeaters?

The proklem is a big ona. Studies show
that =ome 66 percent of American adults and
17 perceni of children and teens are over-
waight or obese. According to & Rand
Corporation study, the number of people in
the United States who arg 100 pounds or
more overwaight guadsupled between 1986
and 20006, from one adult in 260 o one in 50,
This weight increase comes despite repeated
mecical stedies showing that excess welght
brings increased risks for heart disease, dia-
betes, and other matadies, even cancer.

So, here's that weighty question agatn. If ws
know that we're overweight and that it's bad for us, why do we keep
putting an the pounds? Who's to blame? The answer, of course,
depends on whom you ask. Howsver, these days, lots of peapie aro
blaming food marketers, In the nationat cbesity debale, fond marketers
have becorne a favorite target of almast everyone, from paliticians, pub-
fic policy makers, and the press to overweight consumers themselves.
And seme food marketers are [ooking pretly mach guilty as charged.

Take Hardee's, for exarnple. At a t:me when other fast-food chains
such zs McConald's, Wendy's, and Subway were petting “leaner.”
Hardee's introduced the decadent Thickburger, featuring a third of a
pound of Angus beef, If folowed up with the Monster Thickburger:
two-thirds of 2 pound of Angus beef, four strips of bacen, and three
stices of American cheese, all nestled in a buttered sesame-seed bun
siathered with mayonnaise! The Maonster Thickburger weighs in at a
whopping 1,410 calories and 107 grams of fat, far greater than the
gavernment’s recommendead fat iniake for an entire day.

Surely, you say, Hardee's made a cotossal dlunder here, Mot so! At
least, not from a profit viewpoint, Sales at Hardee’s 1,990 outlets have
climbed 20 percent since it infroduced the Thickburger line, resulting
in fatter profits. [t se=ms that some conswmers, especially in Hardee's
targal market of young men aged 18 to 34, just love fat burgers. A
reparter asked a 27.year-old construction worker wha was downing a
wonster Thickburger if he'd thoughl about its effect on his health,
"'ve never even thought about it," he replied, "and to be honest, |
don't really care. It just tastes good.” Hardee's certainly isn't hiding tne
nutritional facts, Here's how it describes Thickburgers on its Web site:

There's only cne thing that can slay the hunger of a young guy
on the move: the Thinkburger fine at Hardes's. With nine crav-
able varieties, including the classic Original Thickburger and
ihe monument ta decadence, the Monster Thickburger, quick-
senvice goas premium with 100% Angus beef and all the fix-
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The ohesity debate: Is Hardee's being socially irresponsible or simply practicing good marketing
by @iving customers a big juicy burger that clearly pings their taste buds? Judging by the
rlrition calculator at its Web site, the company certainly st hiding the nutritional facts.

ings. . . . i you want to induige in a big, delicious, juicy burger,
look no further thar Hardee's.

IFlardea’s ewen offers a Mutrition Calculator on iFs Web site showing
the calories, fat, and other content of all its menu items. ’
3n, should Hardee's hang its head in sharme? |s it being scciatly
irresponsibie by aggressively promaoting overindulgence to ill-informed
of umwary cansumers? O is it simply peacticing good market.ng, Lre-
ating more vawe for its customers by offering a big juicy burger that
clearly pings their taste bucds and ietting them make their own
choices? Critics claim ihe formear: industry defenders claim the laller,

Hardee's clezrly targets adult men with its products and marketing.
However, the guestion of blame gets even murkier when it comes to
child obesity. The debate rages over the marketing of eventhing from
fast food and soft drinks in our nation's school cafeterias to caraal, cook-
ies, and other “not-so-good-for-you™ products targeted toward kids and
teens, who are seen as especially wuinerzble fo seductive or misleading
marketing pitches. Onoe again, many public and private advocacy
groups point #e finger at food marketers. They worry hat a five-year-cld
watching cute characters ang fua ads for Trix sugared cereal or Crao
cookies during a Saturday morning carioon show probebly understands
jitite about good nutrition, These critics have called on feod marketers f
volurtarily adopt more responsible children's marketing practices..

The food industry itself seems split on the issue. Kraft Foods
appears lo agree. It announced that it would no longer advertise prod-
ucts such as Orecs, Chips Akoyl, and most of its Oscar Mayer
Lunchabies meals on programs targeted to children aged 6 10 11—
programs such as SpongeBob SguarePants and Alf Grows Up.
Keliogg, ancther advocaie, has even reformulated many of its cereals.,

Cereal maker General Mikis, howsaver, took just the opposite track.
Rather than giving i to pressuras from potiticians and the press by

{continues)
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cutting back on marketing to kids, General Mills flelded its largest-
ever kids edvertising effort. it proudly launched a "Choose Breakfast”
TV campaign, which piays up the health benefits of gating breskfast
cereal-—mncluding its Trix, Cocoa Puffs, Lucky Charms, and ather
sugary cereals. Ta strengthen the wellness message, it's tacking ten-
second trailers on fo the ends of commercials promoting the impor-
tance of eating a good breakfast. The tea-second spats urge kids to
vigit & special Web site where ihey can sign a pledge o "choose a
healthy hreakfast and to be active cach and every day.”

With the "Chocse Breakiast” campaign, General Mifls hopes to
present itself as part of the kids” health soletion, not the problem.

50, back ta that big question: Wio's f blame for our nation's obesity
epidemic? Is it the marketars who promote unhealihy but irmesistible fare
tu vulnerabie consumers? Or s it the faudt of consumers themsalves for
failing to take persanal responsibility for their own health and well-being?
I¥'s & weghly degision for many food marketers. And, 25 is the case with
mast sceial responsibifity issues, finding the answer to that question is
even harder {han trying 1o take off some of those extra pounds.

Sources: Stephanie Thompson, “Kraft Gets inta the Groove,” Advertising
Age, January 23, 2006, p. 25; Sieven Gray, "Af Fast-Food Cheins, Ers
af the Giant Burger (Flus Bacon) |s Here," The Wall Street Jaurnal,

Jeralary 27, 2005, p. BL,; "Obesity Research lanites Calls for Food Ad

Curks,” §arketing Week, May 5, 2005, p. 8; Joha Schmeltzer, “Second

Cereal Maker Anncunces Changes to Child Markating Campaign,” Knight

Rideer Tritune Busingss Mews, Juizne 23, 2605, p. 1; Janet Adamy,

“General Mills Touts Sugary Cereal as Healthy Kids Brealdast,” The Walf -
Street Journaf, Jung 22, 2005, 2. B1; Stephanie Thompson, “Ganeral Milks . o
Slaps Down Kraft,” Advertising Age, June 27, 2005, pp. 1, 53; Soniz B
Reyes, “Battle Lings Drawn Gver Kid Marketing Food Fignt,” Brandwesk,
December 12, 2005, p. 5; and MNational Genter for Health snd Statistics,
"Obesity Stif a Major Problern,” April 14, 2006, zecessed at www.cdc gow.

“We Save a different point of view than Kratt," says General Milis'
chigf marketing officer. “%We think that kids should be eating cereal,
including presweetenead cereal™ Critics decry the campaign: “The
makers of these cersais have done a fabulous marketing job of mak-
ing people think that these are haalthy foods when {in fact] they are
coukies,” says ane. However, The Children's Advertising Review Unit
{CARU} of the Council of Better Business Buresus sides with General
Wilis. “1 think it's rezponsible advertising,” savs the CARL's directar,
“They're encouraging & hehavigr that is healthful” as cppossd to not
eating hraakfast.

now offer toner cartridge refill services to businesses. You can refill mos! castridges
eight to ten times—if you can find the right parts. However, printer companiss would
prefer to sell their cartridges for $50 or more, rather than allow someone to refill an
exhausted one for half the price. So they make it hard for refill operations by continu-
ally introducing new models and tweaking inlkjet cartridges and laser toner contain-
ers. Refill parts manufacturers struggle to keop up, jockeying will the printer compa-
nies that are working to thwart refill-enabling rollers, ribbons and other pieces.
“You've got planned obsolescence,” says the owner of Laser Logic, & small cartridge
refilling company, as he disessembles a cartridge to inspect its doum unit, wiper
blade, clips, springs and ather mechanisms for signs of wear. “It's kind of like a
'Mission bnpossible”: At the end of this tape, the toner cartridge will self-destruct.”®

Critics charge that some producers continually change consumer concepts of acceptable
styles to encourage more and earlier buying. An obvious example is constantly chanping
clathing fashions. Other producers are accused of holding back attractive functional features,
then introducing them later to make older models obsolete. Critics claim that this accurs in .
the consumer elecironics and computer induslries, For example, Intel and Microsoft have
been accused over the years of holding back their next-generation computer chips and soft-
ware unti] demand is exhausted for the current peneration. Still other producers are accused
ol using materials and camponents that will break, wear, rust, ar rot sooner than they should.
One writer put it this way: “The marvels of modern technology includs the development of a
soda can, which, when discarded, will last forever—and a ... car, which, when properly
cared for, will rust out in twe or three years.”? '

Marketers respond that consumers Jike style changes; they get tired of the old goods and
want a new look in fashion or a new design in cars. No one has to buy the new look, and if too
few people like it, it will simply fail. For most technical products, customers want the latest
inngvations, even if older modcls still work. Gornpanies that withhold new features Tun the risk
that competitors will introdice the new feature first and steal the market, For example, consider
personal computers. Some consmmers grumble that the consumer electronics industry’s con-
stant push o produce “faster, smaller, cheaper” models means that they must continually buy
new machines just to keep up. Others, however, can hardly wait for the latest madel to arrive.

Thus, most companies do not design their products to break down sarlier, because they
do not want to lose customers to other brands. Instead, they seek constant improvement to
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ensure that products will consistently meet or exceed customer expactations. Much of so-
called planned absolescence is the working of the competitive and technological forces in «
free society—forces that lead to ever-improving goods and services.

Foor Bervics $o Dispdvaniaged Consumers
Finally, the American marketing system has been accnsed of serving disadvantaged con-
sumers poorly. For example, critics claim that the urban poor often have to shop in smaller
stores that curry inferior goods and charge higher prices. The presence of large national chain
sloves in low-income neighborhoads would help to keep prices down, However, the oriting
accuse major chain retailers of “redlining,” drawing a red line around disadvantaged neigh-
borhoods and evoiding placing stores there. 19

Similar radlining charges have heen leveled at the insurance, consuemer lending, banking,
and health care industries. Home and auto inswers have besn accused of assigning higher
premiums to people with poor credit ratings. The insurers claim that individuals with bad
credit tend to make more insurance claims, and that this justifies charging them higher pre-
miums. However, ¢ritics and consumer advocates have accused the insurers of 2 new form of
redlining. Says ane wriler, “This Is a new excuse for denying coverage to the poor eldetly,
and minorities.”!

Mare recently. consumer advocates have charged thal income tax preparers such as H&R
Black and Jackson Hewitt are taking advaniage of the working poor by affering them “rapid
refunds” after preparing their taxes. Customers receive these rapid refunds when their taxes are

prepared, rather than waiting twa weeks o a month for the TRS to send the refund, The big prob-

lemn is thal the refunds are not free. 1n fact, they're
“refund anticipation loans” (RALs) with foes
starting around $130, which represents an APR
{annual percentage rate) of 245 percenl of the
average working poor person’s refund. In ome year
alone, more than 10,6 million low-income fami-
Hos requested rapid refunds, and tax preparers
made more than $1.4 billicn in profits on them,
Consumer advocates are pressuring state legisle-
tures to pass laws requiring loan materials ta he
written in a language that the average consumer
cau understand, And the state of California
recently filed a lawsuit against H&ER Block for
deceplive practices associated with RALs.*
Clearly, better markating systems must be
huilt to service disadvantaged consumers. In
fact, many marketers profitably target such con-
sumers with legitimate pouods and services Lhal
create veal value. In cases whers marketsrs do
not step in to fill the void, the government likely

B Public policymakers have charged that income tax preparers such as H&R Block will. For example, the FTC has taken action
and Jacksan Hewitt are taking advantage of vulnerable consumers by offering them against sellers whao advertize false values,
“rapid refunds” after preparing their taxes. The big problem is that the refunds are wrongfully deny secvices, or charge disadvan-

nat free,

taged customers too much.

Harketing’'s Impact on Society as a Whole

The American marketing system has heen accused of adding to several “evils” in American
society at larpe. Advertising has been s special target—so much so that the American
Association of Advertising Agencies launched a campaign to defend advertising against what
it felt to be common but untrue criticisms.

False Wants and Too Much Iaterialism

Critics have charged that the marketing system urges too much interest in material posses-
sions. People are judged by what they own rather than by who they are. This drive for weelth
and possessions hil new highs in the 1980s and 1990s, when phrases such as “greed is guod
and “shop till you drop” seemed to characterize the times.
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Tu the current decads, many social scientists have noted a reaction against the opulence >
and waste of the previous decades and a return to more basic values and social commitment.
However, our infatuation with material things continues.
eleling soyg peeldy oiraf
if you mads a graph of American life since the end of World War II, every line con-
cerning meoney and the things that money can buy would suar upward, a statistical
monument to materialism. Inflation-adjusted income per American has almost
tripled. The size of the typical new house has more than doubled. A two-car garage
was once a goal; now we're nearly a three-car nation. Designer everything, perganal
eleetronics, and ¢lher items that didp't even exist a half-century ago are now afford-
able, Although our time spent shepping has dropped in recent years to just three
haours a week, American households currently spend on average $1.22 for every $1
earned. Some consumers will let nothing stand between them and their acquisi-
tions. Recently, in a Florida Wal-Mart, post-Thanksgiving shoppers rushing to buy
DVD players (on sale for 328) knacked down a woman, tramplad her, and left her
unconscicus.

The critics do not view this interest in material things as a natural state of mind but rather
as a matter of false wants created by marketing. Businesses hire Madison Avenue to stimulate
people’s desires for goods, and Madison Avenue uses the mass media to create materialistic
models of the good life. Feople work hardar to caxn the necessary money. Their purchases
increase the output of American industry, and industry in turn uses Madison Avenue to stim-
ulate more desire for the industdial output.

Thus, marketing is seen as creating false wants that benefit indusiry more than they ben-
cofit consumers, Some critics even take their concerns to the streets.

For almost a decade Bill Talen, also known as Reverend Billy, has taken to the
streets, exhorting people fo resist temptation—the temptation to shop. With the
zpal of a street-corner preacher and the schmaliz of a street-corner Santa, Reverend
Billy will tell anvone willing to listen that people are walking willingly into the
hellfires of consumption. He believes
that shoppers have almeost no resis-
tance to the media messages that
encourage them, arcund lhe cluck, Lo
want things and buy thew. He sees a
pupulation lost in consumption, the
meaning of individual existence van-
ished in a fog of wanting, buying, and
owning too many things. To further
his message, Billy started the Church
of Stop Shopping. Sporting a televan-
gelist’s pompadour, a priest's collar,
and a white megaphone, Reverand
Billy is often accompanied by his
gospel choir when he strides into
slores he considers objectionable or
shows up at protests like the annual
post-Thaoksgiving Buy MNothing Day
event on Fifth Avenuas in Manhattan.

B Materialism: With the zeal of a street-carner preacher and the schmaltz of a When the choir, which is made up of
stregt-corner Santa, Reverend Billy—founder of the Church of Stop Shepping—will volunteers, erupts in song, it is hard to
tell anyone whe will listen that people are walking wiltingly into the hellfires of ignore: “Stop shopping! Stop shop-
consumption. ping! We will never shop again!” 2

These criticisms overstate the power of business to create needs, however. People
have strong defensss against advertising and other marketing tocls. Markeiers are most
effective when they appeal to existing wants rather than when they attempt to create new
ones. Furthennare, people seek information when making tmportant purchases and often
do not rely on single sources. Even minor purchases that may be affected by advertising
messapes lead to repeat purchases only if the product delivers the promised customer
value. Finally, the high failure rate of new products shows that companies are noet able ta
control demand.
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On a deeper level, our wants and values are influenced not only by marketers but also by
family, peer groups, religion, cultural background, and education. If Americans are highly
materialistic, these values arose ot of basic socializating processes that go much deeper than
business and mass media could produce alone.

Eoo Few Social Goods

Business has been accused of overselling private poods at the expense of public goods. As pri-
vate goods increase, they require more public services that are usually not forthcoming. For
example, an increase in automobile ownership (private good) requires more highways, traffic
control, parking spaces, and police services (public goods). The overselling of private gonde
results in “social costs.” For cars, the social costs include traffic congestion, air pollution,
pasoline shortages, and deaths and injuriss from car accidents,

A way must be found to restore a halance between private and public goods. One option
is tv make producers bear the full social costs of their operations. The government cauld
require automobile manufacturers to build cars with even more safety features, more efficient
engines, and better pollution-control systems. Automakers would then raise their prices to
cover extra cosls, I buyers found the price of some cars too high, however, the producers of
these cars would disappear. Demand would then move to those producers that could support
the sum of the private and social costs. :

A second option is to make consumers pay the social costs. For example, many cities
arpund the world are starting Lo charge “congestion tolls” in an effort to reduce traffic conges-
tion. To unclog its streets, the city of London now levies a congestion charge of $16.50 per day
per car to drive in an sight-square-mile area downtown. The charge has nat only reduced maf-
fic congestion by 30 percent, it raises money lu share up London’s public transportation sys-
tem. Similarly, San Diego has turned some of its HOV (high-occupancy vehicle] lanes into
HOT {high-ocsupancy loll) lanes for drivers carrying too few passengers. Regular drivers can
use the HOV lanes, but they must pay tolls ranging from $0.50 off-peak to $4.00 during rush
hour, If the costs of driving rise high enough, consumers will travel at nonpeak times or find
alternative transportation mades, 'S

Critics charge the marketing system with creating cultural pollution. OQur senses are being
constantly assaulted by marketing and advertising. Commercials interrupt serious pro-
grams; pages of ads obseure magazines; hillboards mar beautiful scenery; spam fills our e-
mail boxes. These interrnptions continually pollute people’s minds wilh messages of mate-
rialism, sex, power, or status. A recent study found that 65 percent of Americans feel
constantly bombarded with tvo many macketing messages, and some critics call for sweep-
ing changes.!®

Fransport
for Landen

Congasiion

Balancing private and public goods: In response to lane-clogging traffic congestion like that above, London
now levies a congestion charge. The charge has reduced congestion by 20 percent and raised maney to shore
up the city's public transportation system.
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Marketers answer the charges of “commercial noise” with thess arguments: First, they
hope that their uds reach pricuarily the target audience. But because of mass-communication
channeis, sorme ads are bound to reach people who have no interest in the product and are
therefore bored or annoyed. People who buy magazines addressed to their interssts—such as
Vogue or Fortune—rarsly complain about the ads because the magazines advertise praducts
of interest.

Second, ads make much of television and radio free to users and keep down the costs
of magazines and newspapers. Many people think commercials are a small price to pay
for these benefits. Finally, today's consumers have alternatives. For example, they can zip
and zap TV commercials or avoid them altopether on many cable or satellite channels.
Thus, to hold consumer attention, advertisers are making their ads more entartaining and
informative.

oo Wuach Politicsl Power

Another criticism is that business wields too much political power. “0il,” “iohacco,” “auto,”
and “pharmaceuticals” senators support an industry’s interests against the public interest.
Advertisers are accused of holding too much power over the mass media, limiting wedia free-
dom ta report independenily and objectively. The critics ask: How can magazines afford to
tell the truth about the low nutritional value of packaged fuods when these magazines are
being subsidized by such advertisers as General Foods, Kellogg's, Kraft, and Ceneral Mills?
Elow can the major TV networks criticize the practices of the large auto companies when such
companies invest billions of dollars a year in broadcast advertising?

American industries do promote and profect their own interests. They have a right to
representation in Congress and the mass media, although their influence can become too
great. Fartunately, many powerful business interests once thought to be untouchable have
baen tamed in the public interest. For exarnple, Standard Oil was broken up in 1811, and
tho meatpacking indnstry was disciplined in the eaxly 1900s alter exposures by Upton
Sinclair. Ralph Nader caused legislation that forced the autamobile industry to build safer
cars, and the Surgeon General's Report resulted in cigarette companies putling health warn-
inps on their packages.

More tecently, giants such as AT&T, RJ. Reynolds, Intel, and Microsufl have felt the
impact of regulatars seeking to balance the interests of big business against those of the pub-
lic. Moreaver, because the moedia receive advertising revenues from many differsnt advertis-
ers, 1t is easier (o resist the fufluence of vne or a few of them. Too much business power tends
to result in counterforces that check and offset these powerful interests.

o

Markatine’s Impact on Other Businesses
i}

Critics also charge that a company’s marketing practices can harm other companies and
reduce competition. Three problems are involved: acquisitions of competitors, marketing
practices that create barriers to entry, and unfait competitive marketing practicas.

Critics claim that firms are harmed and competition reduced when companies expand by
acquiring competitors rather than by developing their own new products. The large number
aof acquisitions and rapid pace of industry consolidation over the past several decades have
caused concern that vigorous young tompetitors will be absorbed and that competition will
be reduced. In virtually every major industry—retailing, entertainment, financial services,
utilities, transportation, automohiles, telecommunications, health care—lhe number of major
competitors is shrinking.

Acquisition is a complex subject. Acquisitions can sometimes be good for society. The
acguiring company may gain economies of scale Lhat lead to lower costs and lower prices. A
well-managed company may take over a poorly managed company and improve its effi-
ciency. An industry that was not very competitive might become more compelitive after the
acquisition. But acquisitions can also be hannful and, therefore, are clasely regulated by the
gOVEITIMEnt.

Critics have also charged that marketing practives bar new companies from entering an
industry. Large marketing companies can use patonts and heavy promotion spending, and
they can tie up suppliers or dealers to keep out or drive out competitors. Those concerned
with antitrust regulation recognize that some barriers are the natural result of the economic
advantages of daing businass on a large scale. Other barriers could be challenged by exist-
ing and new laws. I'or example, sume critics have proposed a progressive tax on advertis-
ing spending to reduce the role of selling costs as'a major barrier to entry.
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Iinally, some firms have in fact used unfair
competitive marketing practices with the inten-
tion of hurting or destroying other firms. They
may set their prices below costs, threaten to cut
off business with suppliers, or discourage the
buying of a competitor’s products. Various laws
waork to prevent such predatory competition. Tt
iz difficult, however, to prove that the intent or
action was really predatory.

In recent vears, Wal-Mart, American
Airlines, Intel, and Micrasoft have all been
accused of various predatory praclices. For
example, Wal-Mart has been accused of using
predatory pricing in selected market areas to
drive smaller, mom-and-pop retailers out of
business. Wal-Mart has become a lightming rod
for protests by citizens in dozens of towns who
worry that the megarctailer's unfair practices
will choke out local businesses. Hewever,
whereas critics charge that Wal-Mart’s actions
are predatory, others question whether this is

by citizens who worry that the mega-retailer's unfair practices wiil choke out local unfair cumpstition or the healthy competition

businesses, Wal-Mart defenders claim that it's more a matter of healthy
competition of a more efficient company against less efficient pnes.

Canssmerisa

A organized movemenit of
citizens and government
agencies o imprevs the rights
and pawer of buyers in
relation to selters

of a more officient company against less effi-
cient ones.?”

: Citizen and Public Actions
tc Regulate Marketing
Becanse same people view business as the cause of many economic and social ills, grassroots

moveienls have arisen from time Lo time (o keep business in line. The two major movemenis
have beer, consumerism and environmentalism.

hbeeksigtaay

American business firms have been the target of organized consumer movements on three
uccasions. The first consumsr movenent tuok place in the early 1900s. It was fueled by rising
prices, Upton Sinclair’s writings on conditions in the meat industry, and scandals in the drug
industry. The second conswmer movement, in the mid-1930s, was sparked by an upturn in
consumer prices during the Great Depression and another drug scandal.

The third rnavement began in the 1960s. Consumers had become better educated, products
kiad become more complex and potentially hazardous, and peoples were unhappy with American
institutions. Ralph Nader appeared on the scene to force many issues, and other well-known
writers accused big business of wasteful and unethical practices. President John F. Kennedy
declared thal consumers had the right to safety and to be informed, to choose, and to be heard.
Congress investigated certain industries and proposed consumer-protection legislation. Since
then, smany consumer groups have been organized and several consumer laws have been passed.
The congemer movement has spread internationally and has become very slrong in Europe,

But what is the consumer movement? Consumerism is an organized movemsent of eiti-
zens and government agencies to improve the rights and power of buyers in relation to sellers.
Traditicnal sellers’ rights include:

@ The tight to introduce any product in any size and style, provided it s nol hazardous to
personal health or safety; or, if it is, to include proper warnings and controls.

& The right to charge any price for the product, provided no discrimination exists among
similar kinds of buyers. ’

B The right to spend any amount to promote the product, provided it is not defined as unfair
competition.

@ Theright to use any product message, provided it is not misleading or dishonest in conteat
or execution.

o The right to nse any buying incentive programs, provided they ars not unfair or misleading.
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Traditional buyers' rights include:

B The right not to buy a product that is offered for sale.
B The right to expect the product io be safe.
& The right to expect the pmdl.}ct to perform as claimed,

Comparing these rights, many believe that the halance of power Yies un the seller’s side.
True, the buyer can refuse to huy. But critics feel that the buyer has too little information, edu-
cation, and protection to make {vise decisions when facing sophisticated sellers. Consumer
advocates call for he following additional consumer rights:

B The right to be well informed about important aspects of the product.
B The right to be protected against quesiionable products and marketing practices.

a The right (o influence praducts and rmarketing practices in ways that will improve the
“quality of life.”

Each proposed right has led to more specific proposals by consumerists. The right to be
. informed includes the right to know the true interest on a loan (truth in lending], the trus cost
per unit of a brand (unit pricing), the ingredients in a product {ingredient labeling}, the nuiri-
tional vahue of foods {mutritional laheling), product freshness (open dating), and the true ben-
efits of a product (truth in advertising). Proposals relaled to consuiner protection include
strengthening consumer rights in cases of business fraud, requiring greater product safety,
ensuring information privacy, and giving more power to government agencies. Proposals
relating to quality of life include controlling the ingredients that go into certain producis and
packaging, reducing the level of advertising “noise,” and putting consumer representatives on
company boards to protect congumer interests.

Consumers have not only the right bul also the responsibility to protect themselves
instead of leavivg this function fo someone slse. Consumers who believe they got a bad deal
hava several remedies available, including contacting the company or the media; contacting
federal, state, or local agencies; and going to small-claims courts.

Envirognmenialism

Whereas consumerists consider whether the marketing system is elficiently serving consumer

Envirormentalism wants, environmentalists are concerned with marketing’s effects on the environment and
An organized movement of with the costs of serving consumer needs and wants. Environmentalism is an organized
concerngy Cikizens and movement of concerned citizens, businesses, and government agencies lo prolect and
government agencies 1c improve people's living envitonmsnt.
protect end improve peogle's Environmentalists are not against marketing and consumption; they simply want people
living environment, and orgauizations to operate with more care for the environment. The marketing systam’s
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& Consumerism: Consumer desire for more infarmation led to packing labels with useful facts, from
ingredients and nutrtion facts ta recycling and country of origin information. Jones Soda even puts
customer-submitted photos on its lahels.



Environmental
sustainahility

A mznagement zporoach that
invotves developing strategios
that both sustain the
chvironment and producs
profits for the company.

FIGURE 20.1

The environmenial
sustainability grid

Saurce: Reprinted by permis-
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Gireening: Strategies fara
Sustainable Workd,” by Stuart L,
Hart, January-February 1957,
p. 74. Copyright © 1997 by the
President and Feliows of
Harvard Coilega; aif rights
reserved,
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goal, they assert, should not be to maximize consumption, consumer chaice, o consumer sal-
isfaction, but rather to maximize life quality. And “life quality” means not anly the quantity
and quality of consumer goods and services, but also the guality of the environment.
Environmentalists want environmental costs included in both producer and cansumer deci-
sion making.

The tirst wave of modern environmentalism in the United States was driven by environ-
mental groups and concerned consumers in the 19605 and 1970s. They wers concerned with
damage to the ecosystem caused by strip-mining, forest depletion, acid rain, loss of the atmo-
sphere's ozone layer, toxic wastes, and litter, They also were concerned with the loss of recre-
ational areas and with the increase in health problems caused by bad air, polluted water, and
chemically reated food.

The second environmentalism wave was driven by govermnent, which passed laws and
regulations during the 1970s and 1980s governing industrial practices impacting the environ-
ment, This wave hil some industries hard. Sieel companies and utilities had to invest billions
of dallars in pollution control equipment and costlier fuels, The auto industey had 1o jotre-
duce expensive emission controls in cars. The packaging industry had to find ways to reduce
litter. These industries and olhers have often resented and resisted environmental regula-
tions, especially when they have been imposcd too rapidly to allow companies to make
proper adjustinents, Many of these companies claim they have had to absorb large cosls that
have made them less competitive.

The first two environmentalism waves have now merged into a third and stronger wave
in which companies are aceepting more responsibility for doing no havm to the envivonment,
Theyv are shifting {rom protest to prevention, and from regulation to responsibility. More and
mare companies are adopting pelicies of environmental sustainability. Simply put, enviren-
mental sustainability is about generating profits while helping to save the planat.
Suslainabilily is a crucial but difficult societal goal,

Some companies have responded to consumer enviranmental concerns by deing only
whal is required to avert new regulations or {o keep environmentalists guiet, Enlightened
companies, however, are taking action not becansc someonc is forcing them to, or to reap
short-run profits, but because it is the right thing to do—for both the company and for the
planet's environmental future.

Figure 20.1 shows a grid that companies can use to gauge their progress foward environ-
mental suslainahility. At the most basic level. a company can practice pollution prevention.
This involves more than pollution control—cleaning up waste after it has been crested.
Pollution prevention mesans elirninating or minimizing waste before it is created. Comparics
emphasizing preveation have responded with *green marketing" programs—developing eco-
logically safer products, recyclable and bmdegraddble packaging, better pollution controls,
and more enexgy-efficient operations.

For oxample, Sony has reduced the amount of heavy metals—such as lead, mercury, and
cadrinm—in its electronic products. Nike produces PVC-free shoos, recycles old sneakers, and
edurales young people about conservation, reuse, and recycling. And UPS is now turping its
fleat of 70,000 boxy brown UPS delivery trucks “green,” finding cleaner replavements for the
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old, smoke-belching diescls. It operates some 1,790 ultralow- and 1,430 low-grnission vehicles
throughoat North America. And it's warking with DaiinlesChrysler and the U.S. Environraental
Protection Agency to test fuel cells that run on hydrogen and other alternative fuels.18

At the naxt level, companies can practice product stewardship—ininimizing not just pollu-
lion from production but alf environmental impacts throughout the full product Yife cycle, and
all the while reducing costs. Many companies are adopting design for environment (DFE) prac-
tices, which involve thinking ahead to design products that are easier to recover, reuss, or recy-
cle. DFE not only helps o sustain the environment, it can be highly profitable for the company.

An example is Xerox Corporation’s Equipment Remanufacture and Parts Reuse Program,
which converis end-of-life office equipment inta new products and parts. Equipment
returned to Xerox can be remanufacturad rewsing 70 to 90 percent by weight of old machine
components, while still meeting performance standards for equipment made with all new
parts. The program creates benefits for both the environment and for the company. It prevents
more than 120 million pounds of waste from entering landfills each year. And it reduces the
amount of raw matcrial and energy nesded to produce new parts. Encrgy savings from parts
reuse tatal an estimated 320,000 megawatt hours annually—enowgh enerpy to light more than
250,000 U.S. homes for the year.®

At the third level, companies look to the future and plan for new environmental tech-
nolugies. Many organizations that have made good sustainability headway are stilt limited by
existing technologies, To develop fully sustainable strategias, they will need to develop new
techuologies. Wal-Mart is deing this. It recently opened two experimental superstores
designed to test dozens of environmentally friendly and energy-efficient technologies:2®

A 143-foot-tall wind turbine stands ountside a
Wal-Mart Supercenter in Aurora, Colorado,
Incongruous as it might seem, it is clearly a
sign that something about this particular store
is different. On the oulside, the store's facade
features row upon row of windows to allow in
as much natural light as possible. The land-
scaping uses native, drought-tolerant plants
well adapted to the hot, dry Colorado sum-
mers, cutting down on walering, mowing, and
the amount of fortilizer and other chemicals
needed. Inside the store, an efficient high-ontput
linear fluorescent lghting systom  saves
enough electricity annually from this store
alone to supply the nseds of 52 single-family
homes. The store's heating system buwrns
recuvered cooking oil from the deli's fryers.
The vil 15 collected, mixed with waste engine
ot from the store’s Tirs and Lube Express, and
burned in the waste-oil boiler. All organic
waste, including produce, meats, and paper, is
placed in an organic waste compactar, which

<+ is then hauled off to a company that turns it
into mulch for the garden.

These and dozens more techmological
touches make the supercenter a laboratory for
efficient and Earth-friendly retail operations.
In the long run, Wal-Marl's environmental
yoals are to use 100 percent renewable onergy,
to create zero waste, and to sell products that
sustain ity resources and environment.
Moreovar, Wal-Mart is eagerly spreading the
word by encouraging visitors—even from com-

Wal-Mart has opened two experimental superstores dasigned to best peting compauies. “We had Target in here not

dozens of environmentally friendly and energy-efficient technologies. The too long ago, and other retail chaing and inde-
facade of this store features rows and rows of windows to let in as much pendents have also taken a tour of the stove,”
natural yight as possible, and it’s "urban furest” landscaping usas native, notes the store manager. “This is not some-
well-adapted plants, cuttfng down on watering, mewing, and the amount thing we're keeping to ourseives. We wanl

of fertilizer and other chemicals needed. everyone to know gbout it.”
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Finally, companies can develop a sustainobility vision, which serves as a guide to the
future. It shows how the company’s products and services, procasses, and policies musl
evolve and what new technologies must be developed 1o get there. This vision of sustainahil-
ity provides a framework for pollution control, product stewardship, and environmental
technology.

Most companies today focus on the lower-lalt quadrant of the grid in Figure 20.1, invest-
ing most heavily in pollution preveniion. Some forward-tooking companies practice product
stewardship and are developing new environmental technologies. Faw companies have well-

,defined sustainability visions. However, emphasizing only one or 2 fow quadrants in the envi-

/ ronmenial sustainability grid ean be shortsighted. Investing only in the bottom half of the grid
puts a company in a good position today but leaves it vulnerable in the future. In contrast, a
heavy emphasis on the top half snggests that a company has good environmental vision but
lacks the skills needed lo implement it. Thug, companies should work at developing all four
dimensions of environmental sustainability,

Alcoa, the world’s leading producer of aluminum is doing jusl that. For two years ren-
ning, it has been one of three companies singled out by Clobal 160 for superior sustainability
excellence:

Alroa has distinguished itself as a leader through its sophisticated approach to identify-
ing and managing the material sustainability risks that it faces as a company. From pol-
lution prevention via greenhouse gas emissions reduction programs to engaging stake-
holders over new envirommental technology, such as confroversial hydropower
projects, Alcva has the sustainability strategies in place needed to meld its profitability
objectives with society’s larger envivonmental protectien goals. . . . Importantly, Alcoa’s
appraach 10 sustainabilily is firmly rooted in the idea that sustainability programs can
indeed add financial value. Perhaps the hest evidence is the company’s efforts to pro-
mote the use of aluminum in transpoctation, where ajuminom—with ily excellent
sirength-to-weight ratio—is making inroads as a material of choice that albows automak-
15 10 build low-weight, fusl-efficient vehicles that produce fewer tatlpips emissions.
This kind of forward-thinking stratepy of supplving the market with the products that
will help solve pressing plobal environmental probiems shows a company that sees the
future, has plotted a course, and is aligning its business accordingly. Says CEQ Alain
Belda, “Our values require us to think and act not only on the present challenges, but
wlso with the lepacy in mind that we leave for those who will come after us . . . as well
as the commitrents made by those that came before us,”#*

Evironmentalism creates same special challonges for global marketers. As international
trade barriers come down and global markets expand, environmental issues are having an
ever-preater impact on international trads. Countries in North America, Western Europe, and
other developed regions are developing strict environmental standards. In the Uniled States,
for example, more than two dozen major pieces of environmental legislation have been
cnacied since 1970, and recent events suggest that more regulation is on the way. A side
accord to the North American Free Trade Agreement (NAFTA] set up a commission for resolv-
ing environmental matters. The European Unjon recently passed “end-of-life” regulalions
affecting aulomobiles and vonsumer elsctronics products. And the EU's Eco-Management and
Audit Scheme provides guidelines for environmental self-regulation. 22

However, environmenital policies still vary widely from couniry to country. Gountries
such as Denmark, Germany, Japan, and the United States have fully developed environmental
policies and high public expectations. But major countries such as China, lndia, Brazil, and
Russia are in anly the early stages of developing such policies. Moreover, environmental fau-
tors that motivate consumers in one country may have no impact on consumers in another.
Far example, PVC soft drink bottles cannot be used in Switzerland or Germany. However,
they are preferred in France, which has an extensive recycling process for them. Thus, inter-
nativnal companies have found it difficult to develop standard environmental practices that
work around the world. Instead, they are creating general policies and then translating these
policies into tailored programs that meet logal regulations and expectations.

Public Actions to Regulaie Marketing

Citizen concerns about marketing practices will nsually lsad to public sttention and Jegisla-
tive proposals, New bills will be debated—many will be defeated, others will be modified,
and a few will hecome workable laws.
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FIGURE 20.2

Major marketing decision
areas that may be cailed into
question under the law

Enlightened marketing

A marketing philosophy”
halding that 2 company's
marketing should suppor the
best long-run performance of
the marketing systerm.

Cansumer-oriented
marketing
The philosophy of
enfightened marketing that
helds that the company
shiould view and organize its
marketing activities from the
_ cansumer's point of view,
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Many of the laws that affect marketing are listed in Chapter 3. The task is to translate these
laws inte the language that marketing executives understand as they make decisions about
competitive relations, products, price, promoiion, and channels of distribution. Figure 20.2
illustrates the major legal issuves {acing marketing management.

' Business Actions toward Socially
Responsible Marketfing

At first, many companiss apposed consumerism and environmentalisin. They thought the
criticisms were either unfair or unimportant. But by now, most cornpanies have grown to
gmbrace the new sonsumer rights, at least in principle. They might oppose certain pieces of
legislation as inappropriate ways to solve specific consumer problems, but they recognize the
consumer's right to information and protection. Many of these companics have responded
positively lo consumerism and snvifoumentalism as a way to create greater customer value
anrd to strenpthen cuslomer relationships.

Entightened Marketing

The philosophy of enlightened marketing holds that a company’s marketing should suppart
the bast long-run performance of the marketing system. Enlightened marketing consists of five
principles: consumer-oriented marketing, customer-value marksting, innovative markefing,
sense-of-mission marketing, and socfetal marketing,

Consuiner-Orisnisd Mavksting
Consumer-oriented marketing means that the company should view and arganize its market-

ing activilies from the consumer’s point of view. It should work hard to sense, serve, and sat-
isfy the needs of a defined group of customers. All of the good marketing companies that



Customer-value marketing
A orinciple of enlightened
marketing that holds that a
company should out mest of
ite resources into custamer
value-building marketing
iMvesiments.

Innovative marketing

A orinciple of enlightered
mazketing that requires that 2
company seek rezl producl

and marketing improvements.

Sense-of-mission
marketing

A orinciple of entighlzned
marketing that holds thata
company should defing iis
mission in broad sccial terms
rathes than narrow product
tenms.
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we've discussed in this text have had this in common: an all-conswning passion for deliver-
ing superior vahus to carefully chosen customers. Only by seeing the world through its cus-
tomers’ wyes can the company build lasling and profitable custenzer relationships.

Dusiomer-Value Marketing

According to the principle of customer-value marketing, the company should put most of its
resources into customer vatue-building marketing investments. Many thinps marketars do—
one-shot sales promolions, cosmeliv packaging changes, direct-respunse advertising—may
raise sales in tha short run but add less value than would actueal improvements in the prod-
ucl’s quality, features, or convenience. Enlightened marketing calls for huilding long-run con-
sumer loyalty and relationships by continually improving the value consumers receive from
the firm's market offering. By creating value for copsumers, the company can capture value
from cunsumers in return.

Innovative Marketing

The principle of innovative marketing requires that the company continuously seek real
product and marketing improvernents. The company that overlooks new and better ways to
do things will eventually lose customers to another company that has found a belter way. An
excellent example of 4o innovative markeier is Samsung Electronics:

A dozon years ago, Samsung was a copycat consumer electronics brand you bought
oif a shipping pallet at Costco if you couldn't afford a Sony. But today, the brand
holds a high-end, cutting-edge aura. In 1996, Samsung Electronics made an inspired
decision. Tt turned its back an cheap knock-offs and set out to overiake rival Sony.
The company hired a crop of fresh, young desipners, who unleashed a torrent of new
products—no! humdrem, me-too products, but slesk, bold, and beauliful products
targeted to high-end users. Samsung called them “lifestyle works of art"—from
brightly colored cell phones and eleganlly thin DVD players to flat-panel TV moni-
tors that hung on walls like paintings. Every new product had to pass the “Wow!”
test: If it didn’t get a “Wow!” reaction during markst testing, it went straight back to
tha design studia.

Samsung also chanped its distribution to match its new caché. It initially aban-
doned low-end distributors such as Wal-Mart and Kmarl, instead building sivong
relationships with specialty retailers such as Best Buy and Circuwit City, Interbrand
calculates that Samsung is the world's fastest prowing brand over the past five years,
1t's the world leader in CDMA cell phones and battling for the mumber two spat in
total handsets sold. It's also number-one worldwide in color TVs, flash memory, and
LCD panels. “Samsung’s performance continues to astound brand walchers,” says
one analyst. The company has become a mode! for others that “want to shifi from
being a cheap supplier ta a plobal brand.” Says a Samsung designer, “We're noi el
cheapo anymorg. ™3 :

Senss-cf-Mission Marksiing
Sense-of-mission marketing means that the company should define its mission in broad
social terms rather than narrow prodirct terms. When a company defines a social mission,
employess feel betler about their work and have a clearer sense of direction. Brands linked
with broader missions can serve the hest long-run interests of both the brand and consumers.
For example, Dove wants to do more than just sell its beauty-care products, It's on a mission
tu discover “real beauty” and to help women be happy just the way they are (sse Real
Marketing 20.2).

Some companies define their overall corporale missions in broad societal terms. For
examplg, defined in narrow product terms, the mission of Unilever's Ben & Jerry’s unit might
be “to sell ice cream.” However, Ben & Jerry’s states its mission more broadly, as one of
“lirked prosperity,” including product, economic, and social missions. From its beginnings,
Ben & Jerry’s championed a host of sacial and environmental causes, and it donatad a whop-
ping 7.5 petcent of pretax profits to support wortiy causes. By the mid-1990s, Ben & Jerry's
had hecome the nation’s number two superpremium ice vream brand,

However, having a “double bottom line” of values and profits is no easy proposition.
Throughout the 19904, as competilors not shackled by “principles before profits” missions
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How do you define beauty?
Flip open the latest copy of a
fashion rnagazine and check out the ads for
cosmetics and beauty-care products, Look at
the models in those ads—the classic beau-
ties with incredibly lean, sexy figures and
flawless features. Boes anyone vou know look:
like the women in those ads? Prosably naot,
They're one-of-a-kind supermodels, chosen
to portray ideal beauty. Thwe ads are meant to
be aspirational, But real womsan, whoe com-
pare themselyes to these ideslized images
day in and day gut, oo often come away feel-
ing diminished by thoughts that they could
never really ook like that.

Unilever's Dove brand is on a mission to
change alt of this. Its Dove Campaign for Resl
Beauty hopes to do much moeee than just sell
Dove beauty creams and lotions. It aims to
change the fraditonal definition of beauty—
to “offer in its place a broader, healthier, more
democratic view of bisauty.” It tells women io
be hzppy fust the way they are. "tn Dave
ads,” says one advertising expert, “normal is
the new beautiful.”

It ail started with a Lnilever study that examined ihe impact on
worer of a society that narrowly defines beauty by the imagas s=en
in entertainment, in advartising, and on fashion runways, The star-
tling resuls: Orly 2 percent of 3,300 warnen and girls surveyed in 10
countries around the world considered themselves beauiiful.
Unilever's research revealed that among women ages 15 to &4 waricl-
wide, S0 perceni want io change at least one aspect of their physical
appearancs; 67 percent withdraw fram life-engaging activiiies
beceuse they are uncormfortable with their looks, Unilever's conglu-
sion; It's time to redefine beauty. “We helieve that beauty comes in
different shapes, sizes, and ages,” says Dove marketing directar
Phifippe Harcusseau. "Our mission is to make more women feel
peautiful every day by broadening the cefinition o beauty.”

Unilever launched the Dove Carmpaign for Real Beauty gobally in
2004, with ads that featured candid and confident images of real

)

Unilever's Dove brand is oh a missioh. The Dove {ampaign for Real Beawty aims to change the
traditional definition of heauty.

women of all types (not actresses ar models) and headlines that
prompted consumers o ponder their perceptions of beauty. Amang
others, it featured full-bodied women ("Oversized or Outstanding?”),
cfder women {"Gray or Gorgeous? "Wrinkled or Wonderful?'), and a
heavily freckled woeman ("Flawed or Flawless?"}. In 2005, the cam-
palgn's populasity skyrocketed as Dove introduced six new “real
beauties” of varigus ethnicitics and proportions, in sizes ranging from
B to 14, These women agpeared m magazines and on billboards
wearing nothing but eir underwesr snd g smites, with headlines
praciaiming, “Lef’s face i, firming the thighs of a size 2 supermodel is
na challenge,” of “MNew Dove Firming: As Tested on Real Cures.”

In 2006, Unilever tock the Dove campaign to 8 new level, with a
groundbreaking spet in the mother of ali 2d showcases, the Super
Bowl. This ad didn't feature curvy, confident women, Instead, i pre-
sented young girls battfing seif-esteem issues—not models but real

invaded its markels, Ben & Jerry's prowlh and profits flattened. In 2000, after several years
of less than stellar financial returns, Ben & Jerry's was acquired by giant fuod producer
Unilever. Looking back, the company appears to have focused too moech on social issues
at the expense of sound business management. Cohen once cormmented, “There came a
time when [ had to admit ‘U'm a businessman.” And | had a hard time mouthing those

niq

words.

Such exporiences taught the socially responsible business movement some hard lessons.
The result is & new generation of activist enlrepreneurs—not social activists with big hearls
who hate capitalism, but webl-trained husiness managers and company builders with a pas-
sion for a cause. For example, consider Honest Tea:

Honest Tea has a social mission. “Ws strive to live up to our name in the way we con-
duct our business,” states the company’s “Philoso-tea” “We do this in every way we



girls picked from scnools, sparts leagues, and Girl Scout tronps. 1a the
ad, ore Gark-haived girl "wishes she were a blend.” Anather "thinks
she’s ugly,” A pretty young -echead “hates her freckles.” The ad also
promoted the Dove Self-Esteem Fund, which supports, among other
causes, the Girl 3zouts' Uniquely Me program., 1i urged viewers to “get
irvcived ™ al the carnpatgnifoerealbeauy.com Web site. “We want [0
raise awareness of self-esteem being & real issue [for a voung girl],”
gays Harousseau. "Every single dns of us can get engaged and can
change the way we interact with her to increase self-esteem.”

As the campaign has taken off, s0 have sales of Dove products.
And czllz to Unilever's consumer call center have surged, as has traf-
fic o the campaigniorrezlbeavty.com Web site. Women, girls, and
sven men praise Dove for addressing & too-long-ignored social issue.
Debora Boycia, managing partner al Ogilvy & Mather, the ad zgency
that greated the campaign, received a ghons call from an ermotipnal
father. His teenage dzughter had [ust rzcovered imm a four-year bat-
tle with anorexia. The fathor thanked her and stressed how important
he thoughs the ad was. "That to me was the high peint of what the ad
achieved,” says Boyda.

In addition to the positive reactions, howaver, the Dove Campaign
for Rea! Beauty has also received criticism. Critics point our, that the
"real warmnen” in the Dove ads ars skl headturners, witi smooth skin,
siraight teeth, and naot an cunce of cellulite. Athough these unre-
touched beauties are more realistic than supermodels, they still rep-
resent a lofty standard of beauty. Fans of the campzign couster that,
compared with typical ad-indusiry partrayals, the Dove woman repre-
sent an image of beauty that is Aealthy, constructive, and much:
closer to reality. For example, after sesing a Dove billonard in
Chizago. one young woman gushed, "Mest girls don't have hat
{supermodel} type of body and they know they won't get tc that, But
sesing this |Dove ad| they say, 1 cando thal.” ™~

Olhers critics claim that the carmpaign s hypocritical, celebraling
ess-than-nerfect bodies while at the same time szlling products
designad ta restore them, such 23 firmng lotions. "Any change in the
culture of advertising that atows for & broader definition of beauty and
enceyrages women fo be morg accepting and comforiable with their
natural appearancs is 2 step in the right cirection,” says noted psy-
chologist and author Many Pipher, "But embedded within this is 2 con-
tradiction. They are still saying you have tc use this product to be beau-
tiful." Stl, she concedes, 128 better than what we've had i1 the past.”
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Yvanne, a wormnan featured in one of the Dove ads, takes issue
with the criticism. “That’s like saying, why bg into fashion? Women
arg women, We love to be the best we can be. lt's rot contzadictary;
it's just taking care of yourself.” Ad executive Boyda also deiends
Lnilevers intentions: "We are telling lwomen] we want them to take
care of lhemseives, take care of their beauty,” she says. “That's very
different from sending them the message io look like something
they're noi."

Still others criticize Unilever for capitaiizing on women's fow seli-
esieem just to make a buck. But the company responds that it has
created a lot more than just a series of ads: s pramoling a phitoso-
phy, ong supporied by a substantial advertising budgei, the Dove
Seli-Esteemn Fund, and a Web site fult of resources desigred to build
the self-asteem of wormen and young girls.

To be surg, Unilever degs have tinancial abjectives for iis Dove
brand—mast consumers understand and except that fact. And if
waren are not buying the message of Dove about the nature of real
Eeauty, then they aren’t buying its progucts either, But the people
behing the Dave brand and tne Ceampaigr for Real Seauty have
nchle motives beyond sales and profits. According to Fermando
Acosta, Dove vice prasident of brand development, the bold and
compelling missicr of the Dove krand to redefine beauty and reas-
surg wizmen rank well above issues of dollars and cenis. "You should
ser the faces of the people working o this brand now, ™ he says.
“There is a reai love for the brand.”

Saurces: Tharesa Howard, "Dove Ad Gats Sanous for Super Bowl ™ L54
Teday, lanuary 23, 2006, accessed ar wwwusatoday.com; Don Babwirs,
“Dhgwe Aoz with ‘Raal' Women Set Alantion, " dssociated Pross Finanoial
Wire, July 29, 2005; Theresa doward, "Ad Campaigns Tell Women 1o
Celebrate How They Are,” USA Today, Augist 7, 2003, accessed at

veen Lisatnday com; Peifavi Gogoi, “From Reatity TV o Reality Ads,”
BusinessiWeek Onfing, August 17, 2004, accessed ab www. businesswesk,
com: "Positioning: Gefting Cormby in Their Skin," Srandweelk, Decernber
15, 2005, p. 16; Fatricie Odell, “Real Girls," Promo, March 1, 2006, p. 24
“Breyond Sierevtvpes: Rebuilding the Foundation of Beauty Bzliefs,”
Fercruary 2008, accessed at wwnw.campaignforreaibeauty com; Jeani Read,
“Women Modeling for Dove Love Challenging Skinny Sterectypes” The
Caigary Heraid, May 15, 2000, p. ©3; and nfarmation foung at wew.
campaignforreaibeauty.com, December 2006.

gan—whether we arc working with growers and suppliers, answering our customers’
questions, or tTying to leave a lighter environmental {oatprint.” It all starts with a
socially respunsible product, an “Hooest Tea"—lasty, baraly sweetened, and made from
all-natural ingredients, many purchased from poorer commumnities seeking to becorme
more self-sufficient. But unlike old revaolutionaries like Ben and Jarry, Honest Tea's
founders are businesspeople—and proud of it—who appreciate solid business raining.
Cofounder Seth Goldman won a business-plan nompetition as a studeat at the Yale
School of Management and later started the company with one of his professars.
Honast Tea’s managers know that gnod deeds alone don't work. They are just as
dedicated to building a viable, profitable business as to shaping a mission. For
Honest Tea, social responsthility is not aboul marketing and hype. It goes abaut its
good deeds quietly. A tew years ago, Honest Tea became the first (and only) Company
to sell a Fair Trade bottled tea—every time the company purchases the tea for its
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Peach Qo-la-long tea, a donation is
made to the workers who pick the tea
ieaves. The workers invest the money in
their community for a variety of uses,
including a computer lab for children in
the villape and a fund for families.
Royalties from sales of Honest Tea's First
Nation Pepparmint tea go to I'tchik Herbal
Tea, a small woman-owned company on
the Crow Reservation in Montana, as well
as a Native American organization called
Pretty Shield Foundation, which includes
foster care among its activities. However,
*“when we first brought out our pepper-
mint tea, our labe] didn't mention that we
weze sharing the revenues with the Crow
Nation.” says Gouldman. “We didn't want
people to think that was a gimmick.”®

B Societal marketing: Today's new activist entrapreneurs are not sncial activists
with big hearts who hate capitalism, but well-trained business managers aml
tompany builders with a passion for a tause. TeaEO Seth Goldman takes a break

with workers in a fair trade tea garden in India.

Societal marketing

A principie of eniightzned
raarketing that holds that a
company shoud make
marketing derisions by
considesing consumers’
wants, tho company's
requirements, consumers’
long-run interests, and
S0CHRlY s long-run interests.

Deficient prodycts
Proguets that have neither
immediate appeal nor o g-
run bensfits.

Pleasing products
Freducts that give high
isnmediate satisfaction bur
may hurt consumers n the
Iong run.

Salutary products
Prodiscts that have iow
appeal biit may benafit
cansutrers in the long rin.

Thus, today’s new activist enirepreneurs
are not social activists will big hearts, but well-
trained  business managers and company
builders with a passion for a cause.

Soointal Ekak
Following the principle of societal marketing, sno enlightened company makes marketing
decisions by considering consumers’ wants and interests, the company’s roquirements, and
society’s long-run nterests. The company is aware that neglecting consumer and societal
long-rin inierests iz a disservice to consumers and socisty. Alert companies view societal
problems as opportunities.

A societally orlented marketer wunts to design products that are not only pleasing but
also beneficial. The diffetence is shown in Figure 20.3. Products can be classified according
to their degres of immediate conswmer satisfaction and long-run consumer benetit. Defictent
products, such as bad-tasting and ineffective medicine, have neither immediate appeal nor
long-run benefits. Pleasing producis give hiph immediate satisfaction but may hurt con-
sumers in the long run. Examples inchude cigarettes and junk food. Salutary products have
low appeal but may benefit consumers in the long run; for instance, seat belts and air bags.
Desirable products give both high immediate satisfaction and high long-run benefits, such as
a tasty and nutritious breakfast food.

Examples of desirable producis abound, Philips Lighting™s Earth Light sompact fuersscent
lightbulb provides good lighting at the same time that it gives long life and energy savings.
Toyota's hybrid Prius gives both a quiet ride and [uel efficiency. Maytag’s front-loading Neptune
washer provides superior cleaning along with water savings and energy efficiency. And Haworth's
Zody office chair is not only atractive and functional bt also environmentally responsihle:

Let’s talk about your butt-—specifically, what it's sitting on. Chances are, your chair is
an unholy medley of polyvinyl chloride and hazardous chemicals that drift into your
lungs each time you shift your weight. It was likely produced in a fossil-fuel-swilling
factory that in tun spesvs toxic pollution and effluents, And it's ultimately destined for
2 landfill or incinerator, where it will emit carcinogenic dioxins and endecrine-

FIGURE 20.3
Societal classification af
products

£
g
=

Long-run
consumer henefit
5
=

Low . High
- Immediate satisfaction
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disrupting phthalates, the kind of hormone-
mimicking nastins that give male fish female gen-
italia and small children cancer (or is it the other
way around?). New, envision what you might be
sitting on in 2016. Actually, never mind: Office-
furniture outfit Haworth already built it It's
called the Zoudy. and it's made withoul PVC,
CFCs, chrome, or any other toxic fixin's. Ninety-
eight percent of it can be recycled; soree 50 per-
cent of it already has been. The energy used in
the manufacturing process is completely offset
by wind-power credits, and when the chair is
ready tn vetive, the corpany will take it off your
hands and reuse its components 2®

Companies should try to turn all of their products
inta desirable products. The challenge posed by pleasing
products is that they sell very well but may end up hurt-
ing the consumer. The product opportunity, therefore, is
to add long-run henefits withdut reducing the product's
pleasing quatities. The challenge posed by salutary prod-
ucts is to add some pleasing qualities so that they will
become more desirable in consumers’ minds.

Markeling Bihics

Conscientivus mwarksters face many moral dilemmas.
The hest thing to do is often unclear. Because not all
managers have fing moral sensitivity, companies need to
develop corporate morketing ethics policias—hroad

B Desirable praducts: Haworil's Zody office chair is not only attractive guidelines that everyone in lhe organization must fol-
and functional but also environmentally respansible. low. These policies should cever distributor relations,

Desirahle products
Procducts that give bath high
immediate satisfaction and
high long-run Senedis,

advertising standards, customer sarvice, pricing, prod-
net development, and general ethical standards. '

The finest guidelines cannot resolve all the difficult sthical situations the marketer
faces. Table 20.1 lists some difficult ethical situations marketers could face during their
careers. If marketers choose immediate sales-producing actions in ali these cases, their mar-
koting behavior might well be described as immoral or even amoral. If they refuse to go along
with any of the actions, they might be ineffective as markeling managers and unhappy
because of the constant moral tension. Managers need a set of principles that will help them
figure out the moral importance of each situaiion and decide how far they can go in good
conscience,

But what principle should guide rompanies and marketing managers an issues of ethics
and social responsibility? One philesaphy is that such issues are decided by the free market
and legal system. Under this principle, companies and their managers are not respangibie for
making moral judgments. Gompanies can in good corscience do whatever the market and
legal systems allow, :

A second philosophy puts responsibiltiy not on the system but in the hands of individual
compenies and managers. This maore enlightened philosophy suggests that a company should
have a “'social consclence.” Companies and managers should apply high standards of ethics
and moyality when making corporate decisions, regardless of “what the system allows.”
History provides an endless list of examples of company actions (hat were legal but highly
irresponsible.

Each company and marketing manager must work out & philosophy of socially responsi-
ble and ethical bebavior. Under the societal marketing concept, each manager must look
heyond what is legal and allowed. and develop standards based on personal integrity, corpo-.
rate conscience, and long-tun consumer welfare. A clear and responsible philosaphy will
help the company deal with knotty issues such as the one faged recently by 30

In late 1897, a powerful new research technigue for scanning blood kept turning
up the same odd result: Tiny amounts of a chemical 3M had made for nearly 40
_ years were showing up in blood drawn from pecple living all across the couatry. If
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TABLE 20.1
Same Morally Difficuft
Situations in Marketing

[v3]

. You work for a cigarette cempany. Public policy debates over the past many years leave no

. Your R&D department has changed one of your produgts sfightiy. 1t is not really “new and

. You have baen asked to add a siripped-down model to your line that could be advertised to puli

doubt in your mind that cigaretie smaking and cancer are closely linked. Although your

company currently runs an “if you dan't smoke, don't start” prormation campaign, you believe
that ather company promotions might encourage young {(although legal age) nonsmaokers to ;
pick up the habit. What would your do?

improved,” but you know that putting this statement on the package and in advartising will
increase sales, What would you dg? !

customers into the store. The product won't be very good, but salespeople wiil be able to
switeh buyers ug 1o higher-priced units. You are asked Yo give the green light for the stripped-
down version. What would you da? !

. You are thinking of hiring a product manager who has just left a competitor's company. She

would be mare than happy to tell you all the competitor's plans for the coming year. What
would you do?

. One of your top dealers in an impaortant territory recently has had family troubles, and his sales

have stipped. it looks fike it will take him a while to straighten out his fzmily trouble.
teamwhile you are Insing many sales. Legally, on performance grounds, you can terminate the
dealer's franchise and replace him. What wouid you do?

. Yous have a chance to win a big account that will mezan a Yot to you and your company. The

purchasing agent hints that a "gift” would influence the decision. Your assistant recommends
sending a fine color tefevision set to the buyer's home. What would you do? i

. You have heard that & compelitor has a new product featurs that will make 2 big difference in

sales. The competitar wiil demonstrate the feature in a private dealer mesting at the annual
tracle show. You can easily send 2 snooper to this meeting ko learn about the new faature. What
would you do?

. You have to chogse between three ad campaigns outlined by yaur agency. The fiest (2} is a soff-

sall, hoaest, straight-information campaign. The second {b) uses sex-toaded amaticnal appeals
and exaggerates the praduct's benefits. The third (¢} involves a noisy, sormewhat irritating
commercial that is sure to gain audience attention. Prefests show that the campaigns are
effective in the following orger: ¢, b, and a. What would you do?

. You are interviewing a capable fermale applicant for a job as salespersan. She |s hetter

qualified than the men that you just interviewed. Neverthelass, you know tnat somea of your
imporiant cusiomers prefer dealing with man, and you will lose some gates if you hire her,
What woutd you da?

the results held up, it meant that virtually all Americans may ba carrying some
minuscule amount of the chemical, called perfluorcoctane sulfonate (FFOS), in
their systewns. Even though at the time they had yet to come up with definitive
answer a5 to what harm the chemical might cause, the company reached a drastic
decision. In mid-2000, althougl under no mandate to act, 33 decided to phase out
products containing PFOS and related chemicals, including its popular
Scotchgard {abric protector. This was neo easy decision, Because there was as yot
no replacement chemical, it meant a potential loss of $500 million in annual sales.
3M’s voluntary actiong drew praise from regulators. “3M deserves great credit for
identifying the problem and coming forward,” says an Environmental Protection
Agency administrator. “It took guts,” comments another government scientist,
“The fact is that most companies ... go into anger, denial, and the rest of that
stuff, (We're used to seeing] decades-long arguments ahout whether a chermical is
really {oxic.” For 3M, however, it wasn't all that difficult a decision—it was sim-
ply the right thing to do.??

As with envirenmentalism, the issue of ethics provides special challenges for interna-

tional markelers. Business stendards and practices vary a great deal from one country to the

—
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next. For example, whereas bribes and kickbacks are illegal for U.5. firms, they are standard
Iusiness practice in many South American countries. Oue recent study found that companies
from some nations were much more likely to use bribes when sceking contracts in emerging-
market nations. The most flagrant bribe-paying firms were from Russia and China, with
Taiwan and South Korea close behind, Other countries where corruption is common include
Turkmenistan, Bangladesh, and Chad. The least corrupt were companies from Iceland,
Finland, New Zealand, and Denmark. 28

The guestion arises as to whether a company must lower its ethical standards to com-
pete effeciively in conntries with lower standards. The answer: No. Companies should make
a commitment to a common set of shared standards worldwide. For example, John Hancock
Mutual Life Insurance Company operates successfully in Southeast Asia, an area that by
Westeen standards has widespread questionable business and yovernment practices. Despite
warnings from logals Lhal Hancock would have fo bend ils rales to succeed, the company set
put strict guidelines. “We told cur people that we had the same ethical standards, same pro-
cedures, and same policies in these countries that we have in the United States, and we do,”
says Hancock Chaifrman Stepher Brown. “We just felt that things like payoffs were wrong—
and if we had to do business that way, we'd rather not do business.” Hancock employees feel
good aboul lhe consistent levels of ethics. “There may be counlries where you have to do
that kind of thing,” says Brown. “Wa haven’t found that country yet, and if we do, we won't
do business there.”2%

My mduatrml and pmfmasmml associations have suggested codes of ethics, and many

" companies are now adopting their vwn codes. For
example, the American Marketing Associslion, an
international association of marketing managers and
scholars, developed the code of ethics shown in
Table 20.2. Companies are also developing programs
to teach managers ahoui important ethics issues and
help them find the proper rospomses. They
hold ethics waorkshops and seminars and set np
glhtics commitlees, Furthermore, most majur U5,
companies have appointed high-level ethics officers
to champion ethics issues and to help resolve ethics
problems and concerns fscing employoes,

PricewaterhouseCoopers (Pw(] 1z a good exam-
ple. In 2002, PwC established a global ethics office and
comprehensive ethics program, headed by a high-level
global ethics olficer. The ethics program begins with a
code of conduct, called "The Way We Do Business.”
PwC employess learn about the code of conduct and
about how to handle thorny ethics issues in compre-
hensive ethics (raining programs, which start when
the employee joins the company and continae through
the employes’s career. The program also includes an
cthics help linc and regular cormmunicalfons at all lev-
els. “It is obviously nat enough to distribute a docu-
menl,” says PwC’s (1O, Samuel Difiazza. “Lthics is in
everything we say and do."

Still, written codes and ethics programs do not
ensurc ethical behavior. Ethics and social responsi-
bility require a total corparate commitment. They
most be u component of the overall corparate culture.
Arcording to PwG's Diliazza, “I sec othics as a mis-
sign-critical issue...deeply imbedded in who we are
and what we da. 1t's just as hnportant as our product

development cycle or ouwe distribution system. . . . Ii's
ahout creating a culture based on integrity and
Ethics programs: Pricewaterhouseloopers establishied a comprehensive respect, not a culture based on dealing with the crists
ethics program, which begins with a code of conduct, called “The Way We Do of the day. . . . Wa ask curselves every day, 'Are we

Business.” Says Pwi's CED, “Ethics #s in everything we say and do.” daing the right things? "3
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TABLE 20.2 American Marketing Assaciation Code of Ethics

|
i
.
i
i
i
i
i
i
|

ETHICAL NORMS AND VALUES FOR MARKETERS

PREAMBLE .

The American Marketing Association commits itself ta promoting the highest standard of professionat ethical norms and values for
its membars. Norms are established standards of congduct that are expected and maintained by society andfor professional
arganizations. Walues represent the collective conception of what people find desirable, important and morally proper. Yalues serva
as the criteria for evaluating the actions of athers. Marketing practitioners must recognize that they not only serve their enterprises
but also act as stewards of society in creating, facilitating and executing the efficient and effective transactions that are part of the
greater eccnomy. In this role, marketers sholild embrace the highest ethical norms of practicing professionais and the ethical
values implied by their responsibifity toward stakeholders (e.g., customers, employees, investars, channel members, regulators and
the host community).

GENERAL NORMS

1. Marketers must do no harm. This means doing work for which they are appropriately trained or experienced so that they can
actively add value to their arganizations and customers. It also means adbering to all applicable laws and regulations and
embadying high sthical standards in the choices they make.

2. Marketers must foster trust in the marketing systemn. This means that products are appropriate for thelr intended and
promoted uses. Bt requires that marketing communicaticns about gocds and services are nat intentionally deceptive or
misleading. |t suggests building relationships that provide for the equitable adjustment andfor redress of custemer
grievances. [t implies striving for goed faith and fair dealing so as {0 contribute toward the efficacy of the exchange
process.

Markaters must embrace, communicate and practice the fundamental ethical values that wili improve consumer confidenca in the
integrity of the marketing exchange system, Thess basic values are intentionally aspitationa! and include honesty, responsibibity,
fairness, respect, opennass and ¢itizenship.

ETHICAL VALUES

Honesty--to be truthful and forthright in our dealings with customers and stakeholders.
« We will tell the truth in ali situations and at at times.

* We will offer products of value that do what we claim in cur commupications.

= We will stand behind our products if they fail £o deliver their claimed benefits,

* We will honor our explicit and implicit commitments and prormises.

Responsibifity—to accept the consenquences of our marketing decisions and strategies.

« We will make strenuous efforts to serve the needs of our customers.

s We will avoid using coercion with all stakehalders.

* We will acknowledge the social obligations to stakeholders that come with increased marketing and economic power,

» We will recognize our special commitments to ecenomically viinerable segments of the markel such as children, the elderly and
others who may be substantially disadvantaged.

Fairmess—ta fry to balance justly the needs of the buyer with the interests of the seller.

» We will reprasent our products in a clear way in salling, advertising and other forms of communication: this includes the
avoidance of false, misteading and deceptive promotion. '

= We wili reject manipulations and sales tactics that harm customer trust,

* We will not engage in price fixing, predatory pricing, price gouging or “bait-and-switch™ tactics.

¢ We wili not knowingly participate in material conflicts of interest,

Respest—to acknowladge the Basic human dignity of all stakehalders.

« We wilt value individual differences even as we avoid stereotyping customers or depicting demographic grougs {e.g., gender,

race, sexual arientation} in a negative or dehumanizing way fn our promations.

We will listen to the needs of our customers and make all reasonable efforts to monitor and improve their satisfaction on an

angoing basis.

We will make a special effort to understand suppliers, intermediaries and distributors from other cultures.

* We will appropriately acknowledge the contributions of others, such as consultants, emplayees and coworkears, to our marketing
endeavars.

Openness—to create transparency in our marketing operations.

* We wifl strive to communicate clearky with all our constituencies.

* ‘We will accept constructive criticism from cur custemers and othar stakehalders.

« We will explain significant produck or service risks, component substitutions ar other foresesable eventualities that could affect
custamers or thelr perception of the purchase decision.

* We will fully disclose list prices and terms of financing as well as available price deals and adjustments.
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TABLE 20.2 American Marketing Association Cate of Ethics—centinued
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Citizenship—to fulfill the economic, fegal, philanthropic and societal responsibilities that serve stakehelders in a strategic manner.
* We will sitive to protect the natural environment in the execution of marketing campaigns,

« YWe will give back to the community through volunteerism and charitable donations.

* W wifl work {0 contribute to the overail betterment of marketing and its reputation.

= We wili encourage supply chain members to ensure that {rade is fair for alf participants, including producers in developing

countries.
Implementation

Finally, we recognize that every industry sector and marketing subdiscipline (e.g., marketing rasearch, e-commerge, direct selling,
direct marketing, advertising} has its own specific ethical issues that require policies and commentary. An array of such codes can
be accessed through links en the AMA Web site. We encourage ail such groups to develop and/or refine their industry and
discipline-specific codes of ethics to supplement these general narms and values.,

Souzrce: Reprinted with permissicn of the American Marketing Assoctation.

L1 Fal

aviewing the Concopis

yell-—here you are ai the end of vour introductory market:ng travels!
In this chapter, we've closed with many important concepts invalving
marketing’s sweeping impact on individuzl consumars, other busi-
nesses, and sociefy as o whole. You learned that responsible mar-
keters discover what consumears wani end respend with the right mar-
ket ciferings, priced to give goon value io Suvers and profit to the
producer. & marketing systern should deliver customer value and
improve the quality of consumers' lives, In waorking to meet consumer
needs, marketers may take some actions that are not to everyone™ lik-
ing or berefit. Markeling managers should be aware of the main
ariticiams of marketing.

I.

ldentify ihe major social criticisms of marketing.

Markating's impact on individual consumer welfare has been criti-
cized forits nigh prices, deceptwe practices, high-pressure selling,
shocdy or unsafe preducts, planned obsolescence, and poor service
to disadvantaged consurmers, Masketing's fmpact on scoiety has
been criticized for creating faise wants and oo much malerialism,
toe few social gooads, culturak pallution, and teo much pelitical
perwer. Critics have also critivized markating's fmpact on ather busi-
nasses for harming comgesitors and recucing competition through
acquisitions, practices that create barriers to entry, and unfair com-
pefitive marketing practices. Some of these concerns are justified;
5CiMe are not,

. Defing consumerism and emyiraamenialisa and expiain how they affect

markeling strategies.

Concarmns about the markeing system have jed 1o citizen action move-
ments. Conswmearism is an crEanized social maverment intended to
strangthen the rights ard power of consumers redative ta sellers. Alest
markaters view & as an oppartunity to serve consumers better by pro-
viding more consumes infoermation, education, and pratection,
Enwirsnmentalism is an organizes sccizl movement seeking to mini-
mize the harm dane to the enviranment and qualily of life by market-
ing praciices. The first wave of modern environmeantalism was driven
by envirconmentat groups and concerned consumers, whereas the
second wave was driven by gavernmant, which passed laws and reg-

Ulatians governing industrial practices impacting the environment.
The first lwo ervironmentalism waves are ngw msrging inta a third
and stronger wave in which companies are aceepting responsibility for
dourg no enwironmental kharm. Companies now are adopting palicies
of enviranimental sustainability—develoging strategies that both sus-
tain the envircnment and produce profits far the company. -

Descrine the principles of sacially respansible marketing.

Mzny companics originally spposed these social mavements and
laws, bui mast of thent now recegnize a need for positive consumer
infarrnation, education, and grotection. Same companies have fol-
lovrzd a policy of enfighfensd markefing, which nclds that a com-
pany's marketing showld suoport the best long-run performance of the
marketing syskem. Enlightenad marketing consisis of five arinciples:
constmer-orented Marketing, customer-value marketing, innavalive
marketing, sense-of-mission markeling, and socielal markefing,

Explain the role of ethics #n marketing.

Increasingly, corpanies are resconding o the need te provide com-
pany palicies and guidelines ta help their managars deal with ques:
tians of marketing etfics. OF course even the best guidelines cannot
resoive all the difficuilt ethicat decisions that individuals and fiems
musl make. But ere are soms principles that marketars can
chzese among. One principle states thai such fssues should be
decidec by the free market and legal zystem. A secend, and more
erlightened principle, puts responsibility not s the system bulb in
the nands of indindual companies and managers. Each firm ang
marketing manager must work out & philosophy of sacially responsi-
Ble and ethical behavicr, Under ihe societzl marketing concapt,
managers must look beyond what is legal and allowable and deveiop
standards based on persona; integrity, corporafe conscience, and
long-term consumer welfare.

Because business standards and practices vary from country 1o
country, the issue of ethics poses special challengas for internationat
marketers. The growing consensus among today's marketers is that it
is important to rmake a commitment o a commen set of shared stan-
dards worldwide.
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= Reviewing the Key Terms

Deficient products 590
Pesirable products 591
Enligniened marketing S26
Ervizonmentalism 382

Consumerism 531
Consumer-arignted

marketing 586
Customer-vafie marketing 537

== Discussing the Concepts

1. In what ways de consumers believe that markaters make products
more expeasive to the end cansumer?

2. \Whet deceptive marketing practices have you witnassed personaily?
Are they price, gromaofion, product, or packaging based? Make a list
ang then briefly describe ane incident in detail.

3. Review claims made by critics that marketing creates false wants and
too much materizlism, too iew social goods, culteral pellution, and tog
much pokfical power, Do you agres or disagree with thesa claims?

mm A oplying the Concepts

1. Visitadage.camand click on the “why it matters” saction on the left-
hand col:mn. Choose two reports at this site and disclss how they
relate to the ethical and social resconsicifity topics i0 this chapier,

2. Recent public cancerns cver children aad the Internet rasulted in
the Children's Cnlina Frivacy Protection Act (CCPPA), Ameng other
things, this act requires ‘Web sites that are visited by children nder

== Foous on Technology

Cause-reiaed markating ang corporate philanthiropy, companies donating
a partan of their profits fe charity, have been popular for some time, But
haw do you harnzss the power of Internet technology 1o create & busingss
raadz| based an donations? Meaet Goodsearch.com, 2 recent entry into the
crawded search engine mariel. A new compztitor in 3 market thal is dem-
- inated by Goolge and Yahao!, Geodsearch differentiates itself on :is ability
t raise money for thousands of charities. Founded by a brather and sister
who lost their mother to cancer, Gocdsearch lets peccle use the pawer of
Yahoo! search ergine technology to search the Internet while having
money donated o charity, Here's how it warks. Choose an existing charity
on Goodsearch or add your own charity, inclading chuorches, schoal
aroups, or local sheiters, Each time you search, B0 percent of the advertis.
ing revenues are denated o the charity. Esch search earns about $.01, so
cainued searching could reach the following totals in ore year.

== Toeus on Fihies

Tou might e tzmiliar with MADD (Mothers Agzinst Druak Criving) and
other organizations thal unite mothers to address serfous situaticns fac-
ing ¥ids and teens. Consider Deds and Daughters, known as DAD, a
national @ nanoroft advocacy grous that encourzges fathers o be
involved In issues facing girls taday. DAD's main goal is ta use the
strength of father-daughter relationships to halp transform the pervasive
cultiral messapes that devalue giris and wamen. Through workshops,
pieblications, e-mails, and books, DAD helps arganiza fathers and daugh-

Sense-of-rission
marketing 557
Sacietal marketing 590

Emvronmental sustainability 583
innovative marketing 587
Pleasing products 590
Sahtary prodiscts 590

4. Can an arganization be facused an bath consurmerismm and environ-
mentalism at the same time? Explain.

5. In what ways do cornganies berefit from practicing the philosophy
af enligianed markeing?

6. Select three moral dilemmas from Table 20.1. Propose an ethical
respanse for each dilemma.

the age of 13 to post a privacy pelicy detailing any personally ident-
fiatle information collected from those children. Do some research
and answer the question: What consumer need does COPPA mest?

3. Vistt adbusier.org, What is the purpose of this Web sie? Do you think
itis effective with its message?

arity or m er o Aerage Searches stimate
Schooi Size Supporters per Day RevenueYear
Small 100 2 $730
pdedium 1,000 2 57,300

Large 10,600 2 $73,000

1. Were you aware of Goodsearch? If net, why have so few peopie
hzard of i?

2. i:';-'fouid yoUl Lse s Web site? Discuss.

3. “What searzh enging do you use? Why are you loyal to this search
ergine?

ters ta understand the issues facing young women, It involves fathers and
daughters in monthly media action campaigns to change current coir-
pany advertisag ar marxeting.

A recent campaign targeled Hasbi and s marketing of The Pussycat
Dalls—a collection of action figures based on the singing group. The
Pussycat Dolls, a gopular singing group managed by recording label
Interscape, performs music with "matura” Iyrics and rmavernents. DAD
charactenized the Pussycat Doll coflection as a set of "stripper” dolls mar-




keted to six-yearaid girls. Accarding to DALDYs Wet site, after a letter-
writing initiative from Deds and Daughters, Hasbro pulled the proguct,
saying, “Interscope’s current craative direction and images for the record-
ing group are locused on a much older target than we had anticipated at
the time of cur origiral discussions, thereby making a doll line ‘nappropri-
ate for Hasbro,"
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Why does DAD farget fathers rather than mathers?

To what excen: are women portrayed inapprogriately in movies ang
television? Discuss.

Can you think ot praducts whose adveriising might cast 2 negative
imaga of wornen?

Thietk of the NFL and you might conure Up images of ourly foottall play-
ers 2nd adrenaiine-filled stadiums. Bui the league offers fans much maore
than Sunday afternaons full of football, Players and teams alike consider
foocibell snd community invelvement 1o be the bwin pillars of the NFL.
Threugh more than 20 separate commurity programs, the NFL focuses
considerable manpower on its efferts ta give back ta the community and
encourage others to do the same. In additian, for mara tham 30 years the
MFI. has partnesed with United YWay. MFL t2ams and players support focal
Wnited Way chaglers by making persgnal ajppearaneces, participating in
joint programs, and offering campaign contrioutions. The NFL and United
Way have also created public service television ads featuring NFL stars
volunteering in their communities- -reading o chiidren, playing shuffle-
soard with semiar citizens, and working at local charities. 0 iotal, more
than 1,000 such ads have aired during MFL games, making it the longes:-
running public service ad campaign in history.

It's clear that the partnership benefits United Way, With kelp fram the
MFL, United Way fuzndraising has skyrocketed from $800 million in 1974

o nearly $4 billion today. Bul the MNFL beneflits tae. Working in the com-
munity makas players more accassible and helps to buftd stongar rels-
tionships with fans by connecting with them in theie own backyards.

After viewing the video featuring the MFL, answer tha following ques-
tions abwut marketing Aand social resgonsibility.

1. Why does the NFL partrer with United Way? How, if at all, does thay
paitnersship impact your opinion of ine league? How dees it impac:
your interest in volunteering?

Make a of social eriticismns of the NFL. Thern wisis
loinTheTeam.com and read more about lhe NFLs outreach pro-
grama. Do these effarts alleviate any concerns you have abaut the
eague's negative impact on society?

list

3. Bythe texds definition, does the MFL praciice “eniightened marketing ¥

lmagine teaching an glementary school class in which stu-
dents are constantly inattentive and falling asleep—not
hacaitse thay are bored but because they are malnourished.
In many countries, this is not an unusual problem. Two hil-
lion people around the globe suffer from anemia—an iron
deficiency. Iron deficiency leads to reduced resistance to
disease, lowers learning ability in children, and contributes
to the death of une cul of five pregnanl mothers. Two hun-
dred million children do not get enough Vitamin A. As a
result 250,000 of them go blind each year and 2.2 miliicn
children under five dic each year from diarrhea. Many mal-
nourished children suffer from zine deficiency, which leads
to grawth failure and infections. Close to two billion people
dao nof get encugh iodine, and iodine deficiency is the lead-
ing vause of preventable mental retardation in the world. I
they only used the ordinary iodized table salt found in
homes and restaurants all across the United States, this
wouldn’t happen. '

THE PROBLEM

Although estimates vary widely, it is clear that a substantial
portion of the world's population suffers From malnutrition
of some kind, Malnutrition exists everywhere, but one est-

mate places as many as 95 percent of the world’s malnour-
ished people in developing countriss, where poverty levels
are the highest, Malnutrition is clearly a direct effect of
poverty, and it alsa perpetuates poverty. Malnourished chil-
dren are more likely to drop out of school, are less likely to
benefit from schooling even if they remain enrolled, and end
up having lower incomes as adults. Accarding to Jean-Louis
Sarbil, Senior Vice President for Human Development at the
Warld Bank, malnutrition costs develuping countries up to 3
percent of their yearly GDP, “Pui this in the context that the
economies of many developing countries are growing at the
rate of 2 to 3 percent annually, and improving nutrition could
potentially double these rates.” says Sarhib.

THE SOLUTION

What can U.S, businesses do about this deplorable sitna-
tion? Cuile a bit. Companies such as Coca-Cola and Procier
% Garnble have invested millions of dollars in research ol
micronutrients. They are Iearning how to fortify everyday
food and beverages with additional minerals and vitamins
to wipe out deficiencies and keep school children around
the world alert and mentally prepared for schaal.

(case continues}



Fortifying foods is not new or unusual in lhe United
Statas. Jodine has been added to ordinary table salt for
decades; milk contains Vitamirn D and calcium; and corn-
flakes list all the micronuirients found in them on the box.
A quick check of your paniry reveals that many drinks and
other [oods have vilamins and minerals added to them,
What are new are the efforts of companies to identify defi-
ciencies in specific countries and to develop new technolo-
gies for adding micronutrients to foodstutfs in order to elim-
inate or reduce them. A good example is a Coca-Cola
beverage product called Vitango in Botswana.

Coca-Cols. spent years developing a powdered bevarage
that, when mixed wilh waler, looks and tastes like a swester
version of Hi-C. The beverage is fortified with 12 vitamins
and with minerals that are chronically lacking in the dists of
peaple in developing countries, Coca-Cola lested this prod-
uct in Botswana in Project Mission. Every day for eight
weeks, nurses visited schools where (hey mixed the bever-
age and passed out paper cups of the “new Hi-G.” At the end
of the test period. levels ol iron and zinc in the children's
blood tests had grown. Some parents noted that their chil-
dren hud become more attenlive at school. After the
Entswana tests, Coca-Cola also ran tests in Peru to determine
how well the nulrients ave absorbed into the bloodstream.

Coca-Cala, howsver, 18 not yet roady to launch Vitango.
One issue is ihe powdered product form. Given the impuri-
ties of much of the water in Africa, Coca-Cela wants to
package it in a ready-to-drink formula, not in the powdered
version now avaitable. That will require reformpulation that
could acteally drive down the price.

Procter & Gambie has also developed micronutrient-
enriched drinks for distribution in developing countries. In
the 19905, P&G developed its own proprietary fron, Vitamin
A, and iodine fortification technology, which (U called
GrowthPlus. GrowthPlus was the basic ingredient in a prod-
wel called Nutridelight that P&G  launched in the
Philippines. Unfariunately, it didn't sell well—primarily
because it was priced at 50 percent shove the market price

" of other powdered drinks.

More recently, P&G has launched another product in
Venezuela, Nutristar, containinpg eight vitamins and five
minerals. Sold at most food stores, it comes in favors such
as mango and passion fruit and promises to produce “taller,
stronger, and smarter kids.” To date, Nutristar is doing quile
wall. One reason is that it's available at McDonald's, where
it is chosen by consumers with about hall of all happy
meals sold. P&G is also offering free samples in schools.

PRICING ISSUES

The major problem with both Coca-Cola’s and P&G's nutri-
tional praducis is price. Thess products were expensive to
develop because of lang lead times, the need to enlist the
help of nutritional experts around the world, and the nead
to develop products that appeal to the local population's
tastes. If offered at “reasonable” prices, they would be out
of the reach of the world's desperately poor, the group that
needs them maost. Consider P&G's Nutristar. The poor pso-
ple in other countries are not eating at McDonald's. In
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countries such as Botswana, they are barely existing on
cornmeal and rice. They simply cannet afford to buy forti-
fied sweetened drinks or, for that matter, any sweetgned
drieks.

How can P&G and Coca-Cola markei such products with-
out pricing them too high for the intended market? Learning
its lesson in the Philippines, P&G priced Nutrisiar about
25 percent higher than other powdered drinks and 3¢ per-
cent below carbonated soft drinks, Even so, that's stili too
high lor the poverty slricken, Coca-Cola originally planned
to sell Vitango for ahout 26 cents for an 8-nunce ligquid serv-
ing but realizes that this price is too high. That's part of tha
reason for continuing developmental work on the product.

One solution to the pricing problem is to work with gow-
erpments, but many of them are (oo peor Lo be able to afford
the praducts. Many aiso lack the resources Lo educate their
people on the merits of fortified foods. Additionally, some
policy makers fail to recognize the connection between mal-
nutrition and the severs problems that it causes.

GAININEG GRGUND _
Enter GAIN—the Global Alliance for Improved Nutrition—
an international cansortium set up by the Bill and Melinda
Gates Charitable Foundation. GAIN offers assistance to
companies in order to profitably market fortified fonds in
developing countries. One $70 million GAHN program gives
money to local governments in order to increase the
demand for fortified foods, through means including large-
scale public relations campaigns or & government “seal of
approval.” GAIN also actively lobbies for favorable tariffs
and tax rates and for speedier regulafory review of new
products in targeted countries. Of course, Coga-Cola und
P&G ran work with governments on their own, but their
actions may be distrusted. Afler all, these are “for profit”
grganizations whose motives may be suspect. GAIN has the
advantage Lhat i's & pol-for-prefit vrganization.

Another GAIN project provides $20 million to fortify
salt, flour, and staple foods in developing countries by
working directly with a netiwork of more than a duzen man-
ufacturers and retailers. The idea is to motivate food pro-
ducing and distributing companiss 1o make forlilied foods
available. After the initial funding perind, the companies
would then continue fortifying these foods without the
need for additional aid money.

In all, once fully implemented, GAIN mrojects will reach
almost 706 million people with fortified food. “We are aim-
ing far a realistic target of eliminating vitamin and mineral
deliciencies in the nmext ten years,” said Margc Van
Ameringen, executive director of GATN, “Adding vitamins
and minerals to the foods that people eat every day is a
proven solution to a genuine health and development prob-
lem, and it only costs around 25 cents per person per year.”

GAIN seems like a wonderful resource for helping matl-
nourished peoples, but it does have critics. The critics point
wul that selling or giving away fortified foods does not solve
the underlying problem of poverty. Nor does it teach people
good nutritional habits, Moreover, in addition to vitamins
and minerals, many of the “fortified” foods also contain



averly large amounts of fat, sugar, and salt. So, for example,
whereas the foods mighl help reduce iron deficiency, they
could also lead tu obasity. Some observers claim that it
would be beller lo teach people how to grow fruits and veg-
stables. The problem is that people will die from malnutri-
tion before poverty is eliminated or trees bear fruit.

Other issues must also be addressed, A fortified beverage
such as Vitango will belp in dealing with malouteition but
can’t eliminate it, People will still need to eat a variety of
other foods, which makes education very important,
Remember that these products contain no juice. They are
intended as supplernents, not as substitutes for a proper diet.
Eack of understanding about how Lo use products has landed
other companies, such as Nestld with its infant formula, in
trouble when Lhe products were used inappropriately.

Given all these problems, why would Goca-Cola and P&G
devetop these products in the first place? Dne answer is
future sales and profits. Products such as Nutristar and
Vitange could create a basis from which to launch other
Coca-Cola vr P&G products, such as snack foods or juice
drinks. As sales of carhonated beverages around the world
have slowed, these fortified drinks pose a growth opportu-
nity for the companies.

Another answer is “guodwill,” and not just goodwill for
the companies invalved. September 11, 2001, taught us in
the United States that aur country is the focus of both the
world's envy and its hatred. Efforts to help share our
wealth of technology and research in ways that imgrove
the lot of other peoples may be a major deterrent to future
attacks and the growth of tewrorism. By helping other
nations of the warld, 1.5, carporations can help create
environmenls where freedom can flourish. One writer
insists that when U.S. corporations help people as con-
sumers to buy the goods and services that our companies

sell, they also enhance our government's ability te sell our
countTy

Questions for Biscussian

1. Which of the textbook's crilicisms of marksling's
impact on consumers, if any, are evident in the cases of
Vitango and Nutristar?

2. Which of the criticisms of marketing’s impact an society
are evident in the Vitango and Nutristar case?

3. Could Vitango and Wutristar be considered enlightened
marketing efforts? Why or why not?

4, Are the development and markating of such products as
fortified foods and beverages ethical and socially
responsihle?

5. How should Coca-Cola proceed with the marketing of
Vilanpo?
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