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THE MARKETING ENVIRONMENT, ETHICS, AND

SOCIAL RESPONSIBILITY
LEARNING MODULES CHAPTER THREE

Change is a fact of life for all people, including marketers.  Although some change may be the result of crises, more often it is gradual.  For example, not a video rental outlet could be found in America in 1975, but by 2005, over 21,000 were open for business—with more shelf space devoted to DVDs than to videotapes.  During the same period, computer retail outlets exploded in number, increasing 12-fold.  Cell phones replace car phones—and transformed from plain gray into a rainbow of colors and styles while often including video capabilities.  Beauty salons reinvented themselves as day spas.  The hurried lifestyles of today’s Americans led consumers to outsource their domestic drudgery, contributing to growth in industries ranging from restaurants to cleaning and lawn-care services.



ENVIRONMENTAL SCANNING AND ENVIRONMENTAL MANAGEMENT   Module 3.1
Marketers must carefully and continually monitor crucial trends and developments in the business environment, in order to predict their impact on marketing decisions and to modify operations to meet changing market needs.   First, some important terminology.

Environmental scanning—

is the process of collecting information about the external marketing environment to identify and interpret potential trends.  The goal is to analyze the information and decide whether these trends represent significant opportunities or pose major threats to the company.

Environmental management—

involves marketers’ efforts to achieve organizational objectives by predicting and influencing the competitive, political-legal, economic, technological, and social-cultural environments.
Example, Global tobacco giant Altria, which recently changed its corporate name from Philip Morris, is gathering support among tobacco growers to lobby in favor of a bill to bring the tobacco industry under the regulatory power of the Food and Drug Administration (FDA).  Company management now favors the move because of the need to create uniform manufacturing and marketing standards that would apply for all tobacco companies.  

Strategic alliances—

Are partnerships with other firms in which the partners combine common in international marketing, where partnerships with local firms provide regional expertise for a company expanding its operations abroad.  Members share risks and profits.  

Example, Alliances are essential in countries such as China and Mexico, where local laws require foreign firms doing business there to work with local companies.


MARKETING ENVIRONMENT   Module 3.2








is the dynamic, uncontrollable factors outside and inside of an organization that affect a marketer's ability to develop and maintain its marketing strategies 

consists of three environments shown in Figure 3.2, however, Chapter Three only focuses on the outer, yellow ring—macro-environment.

Figure 3.2
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The marketing environment surrounds and impacts the organization.  There are three key perspectives on the marketing environment, namely the ‘macro-environment,’ the ‘micro-environment’ and the ‘internal environment’.

Macro-environment—








        includes all factors that can influence and organization, but that are out of their direct control.  A company does not generally influence any laws (although it is accepted that they could lobby or be part of a trade organization).  It is continuously changing, and the company needs to be flexible to adapt.  There may be aggressive competition and rivalry in a market.  Globalization means that there is always the threat of substitute products and new entrants.  The wider environment is also ever changing, and the marketer needs to compensate for changes in competition, political-legal and regulatory, economics, technology, and socio-cultural environments.

Micro-environment—








        this environment influences the organization directly.  It includes suppliers that deal directly or indirectly, consumers and customers, and other local stakeholders, Micro tends to suggest small, but this can be misleading.  In this context, micro describes the relationship between firms and the driving forces that control this relationship.  It is a more local relationship, and the firm may exercise a degree of influence. 



Internal enviroment—








       all factors that are internal to the organization are known as the ‘internal environment’.  They are generally audited by applying the ‘five Ms’ which are Men, Money, Machingery, Materials and Markets.  The internal environment is as important for managing change as the external.  As marketers we call the process of managing internal change ‘internal marketing.’
Environmental forces are dynamic, creating uncertainty, threats, and opportunities for marketers. 

Chapter Objective One:  Identify the five components of the marketing environment.         (1) Briefly describe each of the five components of the marketing environment.  Give an example of each.           






                      (2) What is the relationship between the political and the legal environments? 



COMPETITIVE ENVIRONMENT   Module 3.3
Decision makers must continually monitor competitors’ marketing activities—their products, channels, prices, and promotional efforts.

Competitive Structures—

· monopoly 
sole supplier of a good or service in the marketplace.   We can observe several levels of monopoly.  1) Utilities, such as natural gas, electricity, water, cable TV service, have been subject to considerable regulation from local authorities such as rates, service levels, and geographic coverage.  In exchange, the utilities gain exclusive rights to serve particular group of consumers.  The deregulation movement of the past three decades has ended total monopoly protection for most utilities.  Today’s shoppers are presented with alternative providers in most utilities.  2) Temporary monopolies from patents on drugs.  When the FDA approves a new anti-arthritis drug, improved blood pressure medicine, or even a pill to stimulate hair growth, the manufacturers are typically granted exclusive rights to produce and market the product during the life of the patent.  Every single one of the millions of baseballs used in the major leagues is made by Rawlings Sporting Goods.

· oligopoly 
few competitors in an industry.  As a result of mega-mergers on a global scale, the automobile, tobacco, accounting, and tele-communications industries are all dominated by three or four giants.   Other oligopoly industries include airlines, beer, movie studios, professional sports, steel, and TV networks.

· monopolistic competition 
many competitors in an industry.  Many markets are monopolistically competitive, common examples include the markets for restaurants, cereal, clothing, shoes and service industries in large cities. 
· pure competition 
a very large number of players in an industry whose products are virtually identical.  The examples are few, such as agricultural commodities, water companies like Evian and Spring, and affiliate marketers or independent sellers.                                                        




TYPES OF COMPETITION   Module 3.5
· direct competition 

· firms that market products that are similar or are substitutes 

· for example, if you own a pizza shop, then other pizza shops in the area are competitors as are, perhaps, shops which sell sub sandwiches.  The rapidly growing cell phone market and alternative suppliers as Verizon, Cingular, and T-Mobile. 

· competition is understood by defining your core business as making pizza or as making fast food, or providing cell phone service.

· indirect competition 

· involves products that are easily substituted 

· for example, In the business document delivery industry, overnight express mail and messenger services compete with e-mai and voice mail.  In the fast-food industry, pizza competes with chicken, hamburgers, tacos.  In transportation, Greyhound us line competes with auto rental services, airlines, and train services.  if you own a pizza shop, prospective customers might prefer to spend their money to see a movie or to play a round of miniature golf 

· competition is defined in these cases document delivery, fast-food, and transportation 

· for example, if you own a pizza shop in certain neighborhoods, you might also notice that your business drops off when customers are more concerned about making the rent payment while waiting for the next pay check - competition can include anything that competes for customers. 

· Total budget competition
· compete for a limited amount of discretionary buying power of the same customers.  All goods compete for the consumer dollar.  

· for example, Sport Utility Vehicles compete with vacations, debt reduction, home remodeling, and education.  Movies compete with shopping, reading, studying, surfing the internet.  Competition comes from outside your core business.
Note that competition provides for opportunities as well as threats. For example, another pizza shop, a sub shop, a movie theater, and a miniature golf course on the same block might attract potential customers away from your business, but they might collectively function to attract potential customers into the area. 

Figure 3.3 (not in your textbook) provides us with an excellent view in identifying the types of competition.

Figure 3.3                                                                                                                                           Major Types of Competition
	Product Category

(Need Fulfilled)


	Brand

Competitors

(Direct)
	Product 

Competitors

(Close Substitute)
	Generic

Competitors

(Not Close Substitute)
	Total Budget 

Competitors

(Broad sense)

	Sport Utility Vehicles

(Transportation)


	Cayenne  (Porsche)

Tahoe (Chevrolet)

Navigator (Cadillac)

Yukon (GMC)

Durango(Dodge)

Expedition (Ford)

CR-V (Honda)
	Trucks

Passenger Cars

Minivans
	Rental Cars

Motorcycles

Bicycles


	Vacation

Debt Reduction

Home Remodeling

Education

	Soft Drinks

(Refreshments)


	Cola-Cola Classic

Pepsi Cola

Dr. Pepper

7 UP
	Tea

Orange Juice

Bottled Water

Coffee

Flavored Water
	Tap Water
	Candy

Gum

Potato Chips

	Movies

(Entertainment)


	Invincible

Little Miss Sunshine

Crank

The Illusionist

(current releases)
	Cable TV

Pay-Per-View

Video Rentals

Satellite TV
	NFL games

College games

MLB games

Arcades

Concerts
	Shopping

Reading

Studying

Surfing internet

	Colleges

(Education)


	Texas College

JCC

Paul Quinn

Wiley College

Houston Tillotson
	Trade School

Community College

State University

Private colleges
	Books

CD-ROMS

Online Training
	New Cars

Vacations

Investments




Brand competitors:  market products similar in features and benefits to the same customers at similar prices.  Direct competition.

Product competitors:  compete in the same product class, but with products that are different in features, benefits, and price.  Substitute (close) competition.

Generic competitors:  market very different products that solve the same problem or satisfy the same basic customer need.  Substitute (not close) competition.

Total budget competitors:  compete for the limited financial resources of the same customers.  All goods compete for the consumer dollar.

Competition:  The process of striving for excellence in the service of others for self-gain.  As you move from left to right in Figure 3.3, competition intensifies or widens with direct, indirect competition, and total budget competitors.



DEVELOPING A COMPETITVE STRATEGY   Module 3.6
The question before us now is how do I begin developing an effective strategy for dealing with the competitive environment?  Afterall, you could have a number of products competing in many different markets, or you could have just one product competing in a highly specialized and well-defined market segment.  Determining a competitive strategy involves answering three questions:

1.  Should we compete?

2.  If so, in what markets should we compete?

3.  How should we compete?

The answer to the first question depends on whether or not there is a fit between the product and the firm’s resources, objectives, and expected profit potential.  For examples, Texas Instruments shed its defense electronics business unit, which makes missile sensors and radar and night-vision systems, to an aircraft company where this unit was a better fit. The pharmaceutical giant Merck spun-off its profitable pharmacy-benefits management subsidiary, Medco, citing its decision to concentrate on its core business—the development of breakthrough medicines.

The second question—In what markets should we compete?—requires marketers to be responsible in making wise decisions for allocating limited resources (managerial expertise, financial assets, sales personnel, advertising budgets, product development capability, etc.) to the areas of greatest opportunity.  

Answering the third question—How should we compete?—requires marketers to make marketing-mix decisions that give the firm a competitive advantage in the marketplace.  Firms  can compete in a variety of ways, including product quality, distribution, promotion, price, and customer service.  For example, retailer Neiman Marcus provides superior customer service and quality of goods, while Targets competes by providing quality goods at low prices, and Urban Outfitters has an extensive Web site.  


 

TIME-BASED COMPETITION   Module 3.7
Recall the four utilities discussed in Chapter one, and time being one of those utilities that marketers contend with is indeed an important utility.

Time-Based Competition—







           is the strategy of developing and distributing goods and services more quickly than competitors.  

For example, over the last decade the Japanese automobile manufacture, Honda Inc., gained a significant edge in the marketplace by bringing new model cars to the market within three years, instead of five years for U.S. auto companies, by adopting new technology and changing its operational strategy.   The video-phone was a big hit attracting new customers at Verizon Wireless, T-Moble, and other cell phone competitors.  By 2005, most competitors had added this option, and 34 million Americans owned a videophone.  

brings about improved product quality, cost-reductions, and expansion of product offerings to satisfy customer needs by being more flexible and responsive to the competition—time based competition.

For example, Curves (walk in, exercise, walk out) offers a single and inexpensive service for women—a structured 30-minute workout to music on 8 to10 exercise machines that provide stretching, aerobics and strength training.  Anytime Fitness, as its name suggests, comes along and provides you with a key and more weight training machines anytime—24/7—with access to a trainer—time-based competition.

CHAPTER OBJECTIVE TWO:  Explain the types of competition marketers face and the steps necessary for developing a competitive strategy.  

         
2.1 Explain the types of competition marketers face.
  (Note:  See Figure 3.3)  2.2 How does Time-Based Competition relate to the four utilities?

2.3 What steps must marketers complete to develop a competitive strategy?


THE POLITICAL, LEGAL AND REGULATORY ENVIRONMENT    Module 3.8
Before you play the game, learn the rules!  Ignorance of laws, ordinances, and regulations or noncompliance with them can result in fines, negative publicity, expensive civil damage suits, even jail time.

Political-Legal Environment—







           are the laws and their interpretations that require firms to operate under certain competitive conditions and to protect consumer rights.

consisting of independent regulatory agencies and regulations enacted at the federal, state, and local levels affect marketing practices.  These requirements and prohibitions touch on all aspects of marketing decision making:  designing, labeling, packaging, distribution, advertising, promotion, and pricing of goods and services.
Government Regulation—







         can be divided into four phases in U.S. history:

1) Antimonopoly period (late 19th and early 20th centuries)—

            produced major laws such as the Sherman antitrust Act, Clayton Act, and Federal Trade Commission Act (See Table 3.1 Major Federal Laws Affecting Marketing, part A).  Supposely, these laws exist to prevent the restraint of trade and monopolization, and predatory practices.  For example, Microsoft, the software powerhouse, bundled its own Internet Explorer browser with its Windows operating system (which runs 90 percent of the world’s personal computers), and grabbed the majority of the market from rival Netscape.  It also persuaded firms as large as America Online to drop Netscape Navigator in favor of its browser.  Although Microsoft’s supporters countered that consumers have clearly benefited from the integrated features in windows and that its bundling decisions were simply efforts to offer customer satisfaction through added value.



2) Laws protecting competition (Depression era of the 1930s)—

         constitutes the second phase when independent merchants felt the need for legal protection against competition from larger chain stores.  Among the federal legislation enacted was the Robinson-Patman Act (See Table 3.1, part B).












3) Laws protecting consumers (primarily the past 40 years, but as early as 1906)—          is the third phase which began with the Federal Food and Drug Act, and the National Environmental Policy Act of 1970 (See Table 3.1, part C).






4) Laws deregulating specific industries (began in 1978 to the present)—
           is the fourth phase where government has sought to increase competition in such industries as telecommunications, utilities, transportation, and financial services by discontinuing many regulations and permitting firms to expand their service offerings to new markets  (See Table 3.1, part D).  

Table 3.1
                                                                                                                                  Major Federal Laws Affecting Marketing
	DATE
	LAW
	DESCRIPTION

	A. Laws Maintaining a Competitive Environment

	1890

1914

1914

1938

1998

2001
	Sherman Antitrust Act

Clayton Act

Federal Trade commission Act (FTC)

Wheeler-Lea

Digital Millennium Copyright Act

Air Transportation Safety and System 

  Stabilization Act
	Prohibits restraint of trade and monopolization; identifies a competitive marketing 

   system as a national policy goal.

Strengthens the Sherman Act by restricting such practices as price discrimination, 

   exclusive dealing, tying contracts, and interlocking boards of directors where the effect 

   “may be to substantially lessen competition or tend to create a monopoly”; amended by 

   the Celler Kefauver Antimerger Act.

Prohibits unfair methods of competition; establishes the Federal Trade Commission, an     

   administrative agency that investigates business practices and enforces the FTC Act.

Amends the FTC Act to outlaw additional unfair practices; gives the FTC jurisdiction 

   over false and misleading advertising.

Protects intellectual property rights by prohibiting copying or downloading of digital files.

Enacted in response to terrorist attacks that weakened the airline industry; granted 

airlines $5 million in cash and $10 million in loan guarantees to keep them in business.

	B.  Laws Regulating Competition

	1936

1993
	Robinson-Patman Act

North American Free Trade Agreement 

(NAFTA)
	Prohibits price discrimination in sales to wholesalers, retailers, or other producers; 

    prohibits selling at unreasonably low prices to eliminate competition.

International trade agreement between Canada, Mexico, and the United States designed 

    to facilitate trade by removing tariffs and other trade barriers among the three nations.

	C.  Laws Protecting Consumers

	1906

1970

1971

1972

1998

2000

2001

2001


	Federal Food and Drug Act

National Environmental Policy Act

Public Health Cigarette Smoking Act

Consumer Product Safety Act

Children’s Online Privacy Protection Act

Cybersquatting Law

Electronic Signature Act

Aviation Security Act


	Prohibits adulteration and misbranding of food and drugs involved in interstate 

    commerce;  strengthened by the Food, Drug, and Cosmetic Act (1938) and the 

    Kefauver-Harris Drug  Amendment (1962)

Establishes the Environmental Protection Agency to deal with various types of pollution

    and organizations that create pollution.

Prohibits tobacco advertising on radio and television.

Created the Consumer Product Safety Commission, which has authority to specify safety 

    standards for most products.

Empowers FTC to set rules regarding how and when marketers must obtain parental 

    permission before asking children marketing research questions.

Bans the based-faith purchase of domain names that are identical or confusingly similar 

    to existing registered trademarks.

Gives electronic signatures the same legal weight as handwritten signatures.

Requires airlines to take extra security measures to protect passengers, including the 

    installation of reinforced cockpit doors, improved baggage screening, and increased 

    security training for airport personnel.

	D.  Laws Deregulating Specific Industries

	1978

1980

1996

2003


	Airline Deregulation Act

Motor Carrier Act and Staggers Rail Act

Telecommunications Act

Amendments to the Telemarketing Sales 

Rule


	Grants considerable freedom to commercial airlines in setting fares and choosing new 

     routes.

Significantly deregulates trucking and railroad industries by removing barriers to 

     competition

Significantly deregulates the telecommunications industry by removing barriers to 

     competition in local and long-distance phone and cable and television markets.

Created a national Do Not Call Registry, which prohibits telemarketing calls to registered            telephone numbers; restricted the number and duration of telemarketing calls generating        dead air space with use of automatic dialers; cracked down on unauthorized billing; and               required telemarketers to transmit their caller ID information.  Telemarketers must check        the Do Not Call list quarterly, and violators could be fined as much as $11,000 per occurrence.                 Excluded from the registry’s restrictions are charities, opinion pollsters, and political            candidates.


Cyberspace—








                         is the newest regulatory frontier consisting of ways to police the Internet and online services.  Examples include:  








          

1) E-fraud.  Schemes such as metatags that falsely lure browsers to sites they have not requested or to start your own-business scams.

2) Spam—junk e-mail.  Whereby consumers receive a check, apparently with no strings attached, and when the check is cashed, the consumer has signed up for a long-term Internet access agreement.

3) Privacy and child protection issues. Anything from child porn to what children are exposed to on the Internet.  The first step was taken by Congress with the passage of the Children’s Online Privacy Protection Act.

4) The Not Call Registry.  Recently took effect in 2003 (amendment to the Telecommunications Act of 1996) which is a list to which consumers can add their names to avoid telemarketing calls.

Government Regulatory Agencies—






       includes federal, state, and local government regulatory agencies to enforce laws.          

Examples:  









          1)  Federal Trade Commission (FTC) wields the broadest powers of any agency to influence                    marketing activities, such as unfair business practices and false and deceptive advertising.         2)  Federal Communications Commission (FCC) regulates communication by wire, radio, and television.








                       3)  Consumer Product Safety Commission (CPSC) administers regulation associated with product safety.









          4) Food and Drug Administration (FDA) administers regulation associated with the production, labeling, and distribution of food







          5)  Environmental Protection Agency (EPA) administers regulation associated with the environment consisting of the air, land and water.
Other Regulatory Forces—






                consists of public and private consumer interest groups and self-regulatory organizations.  Consumer interest groups have mushroomed in the past 25 years.  Examples include 1) the National Coalition Against Misuse of Pesticides (NCAMP) seeks to protect the environment; 2) People for the Ethical Treatment of Animals (PETA) opposes the use of animals for product testing; and 3) other groups attempt to advance the rights of minorities, elderly Americans, and other special-interest causes.

Self-regulatory groups represent industries’ attempts to set guidelines for responsible business conduct.  Such groups include the Council of Better Business Bureaus, and the Council’s National Advertising Division (NAD), which is designed to promote truth and accuracy in advertising.  Also, favoring self-regulation of the online world could be the best starting point in meeting the host of challenges.  Consumer groups, advertisers, online companies, and others could come together and develop voluntary industry privacy guidelines.  And deregulation is just as influential!!











CHAPTER OBJECTIVE THREE:  Describe how government and other groups regulate marketing activities and how marketers can influence the political-legal environment.       

3.1 Government regulation in the U.S. has evolved in four general phases.  Identify each phase and give an example of laws enacted during that time.
  3.2 Give an example of a federal law affecting:      

                       

a. product strategy
c. distribution strategy


                                 
b. pricing strategy              d. promotional strategy



         3.3 Explain the methods the Federal Trade Commission uses to protect consumers.  Which of these methods seems the most effective to you?














THE ECONOMIC ENVIRONMENT   Module 3.9
Consumer buying plays an important role in the economy’s health; in fact, consumer outlays perennially make up some two-thirds of overall economic activity.  The state of the economy affects people's ability and willingness to spend.   So what economic factors influence consumer purchasing behavior?
Economic Environment—






                consists of forces that influence consumer buying power and marketing strategies.  Five forces will be discussed, which include:  Stages in the business cycle, Inflation and deflation, unemployment, resource availability, and international economic environment

1) Stages in the business cycle—


· The economy tends to follow a cyclical pattern consisting of four stages:  prosperity, recession, depression, and recovery.  

· Consumer buying differs in each stage of the business cycle, and marketers must adjust their strategies accordingly.  

· In times of prosperity when consumer spending is at a brisk pace, the economy can experience a “wealth effect” where consumers feeling richer and more confident about the future, begin to indulge themselves with luxury items—such as a Cancun vacation.

· During the recent recession, consumers shifted their buying patterns to emphasize more basic, functional products that carried lower price tags.  For example, they limit travel, restaurant meals, entertainment, and convenience purchases like expensive vacations, preferring to spend money on video rentals and home cooking.  In recessionary periods, sales of lower priced brands of grocery and household-goods products and private-label goods rise.  Marketers change their strategies to lowering prices, eliminating marginal products, improving customer service, and increasing promotional outlays to stimulate demand.

· In the recovery stage, the economy emerges from recession and consumer purchasing power increases. Consumers often take caution and restrain their willingness to buy.  For instance, consumers will pay down their car loans and bank loans, and borrow less on their credit cards. For business, consumer demand is uncertain.  Many businesses cope by holding down costs, trimming payrolls, closing branch offices, and cutting back on business travel budgets.

            
2)    Inflation and Deflation—

· Inflation is defined as a general rise in prices as a result of the central bank expansion of money and credit with severe consequences.
· Inflation devalues money or lowers its purchasing power in terms of what money can buy. 
· These rising prices increase marketers’ costs, which can affect their prices and negatively affect sales.
· Deflation is defined as a general fall in prices as a result of the central bank contraction of money and credit.  A deflation can be a long and damaging downward spiral, causing a freefall in business profits, lower returns on most investments, and widespread job layoffs.
3)    Unemployment—









· is defined as the proportion of people in the economy who do not have jobs and are actively looking for work.

· Unemployment that is caused by the business cycle is cyclical in nature.  This is to say, unemployment rises during recessions and declines in the recovery and prosperity stages of the cycle.
· We’ve seen unemployment rise to 8 percent during the recession of 1992, and reach a low of 3.9 percent in 2001.  Currently, the national unemployment rate is 9.4 percent as of May 2009 with signs that the severe recession could be getting worst.  
· Internet job boards are cutting into the job-search market once controlled by matchmaking personnel agencies and newspaper advertising.  The Web now accounts for about 15 percent of employment advertising.
4)   Income—










· is the amount of money received through wages, commissions, investments, pensions, etc.   To make it more meaningful, income can be broken down into different measurements:






          a)  disposable income—income left after paying taxes. Different cities in the                 US leave residents with more or less disposable income. 



           b)  discretionary income—income left after paying for basic necessities (food, clothing, and shelter).  Different locations can leave residents with more of less disposable income. 








          c)  consumer confidence—consumer perceptions of the state of the economy which affect their willingness to spend money. 

· By studying income statistics and trends, marketers can estimate market potential and develop plans for targeting specific market segments.  

· Income is the primary determinant for auto sales.  With income dramatically falling, we are currently witnessing car manufacturers downsizing their total number of dealerships, even going bankrupt in the case of GMC.

· Historically, periods of major innovation have been accompanied by dramatic increases in living standards and rising incomes.  For example, real per-capita incomes tripled and even quadrupled by unprecedented innovations in transportation from the railroads to supersonic jets in the first half of the 20th century.  Similar income gains are being witnessed with the growth of electronic technologies leading to a rise in real wages and corporate earnings.  

5) Resource availability—

· Resources are not unlimited.  Shortages can occur for several reasons including lack of raw materials, component parts, energy, or labor.  One resource of continuing concern is the nation’s dependence on imported oil and the risk that these imports might be curtailed by exporting countries attempting to influence U.S. foreign policy.

· One reaction is demarketing or the process of reducing consumer demand for a product to a level that the firm can supply.  For example, oil companies publicize tips on how to cut gasoline consumption, and utility companies encourage homeowners to install more installation to reduce heating costs.  And in this “Go-Green” era, emphasis is on recycling garbage, even hazardous garbage such as old batteries and tires, etc. to save our environment.  Reynolds Metal Co. addresses the dwindling supply of aluminum through its recycling programs, including cash-paying vending machines—called “reverse” vending or demarketing from another perspective.

6)  International Economic Environment


                

· In today’s global economy, marketers must also monitor the economic environment of other nations, which can have a powerful influence on the development of global marketing strategies.

· For example, the less-industrialized countries with low per-capita incomes may be poor markets for expensive industrial machinery but good ones for agricultural hand tools and the like.  But some less-industrialized countries are growing fast, India and China, and may rival the U.S. in world economic importance in a generation or two.  Their ability to import technology and foreign capital, as well as to train scientists and engineers and invest in research and development (R&D), ensures that their growth will be rapid and their income gaps with the U.S. will close quickly.

· For example,  changes in exchange rates can also complicate international marketing.  An exchange rate is the price of one nation’s currency in terms of another country’s currency.  See how vacation travel to Europe is affected if the euro is strong against the U.S. dollar.  Since it cost more and more dollars to purchase the euro, or it was more expensive to travel to Europe, Americans traveled reduced their travel to Europe.

 CHAPTER OBJECTIVE FOUR:  Outline the economic factors that affect marketing decisions and consumer buying power.
4.1 What major economic factors affect marketing decisions?                                                        4.2 Explain how each of these forces produces its effect on these decisions.



 The Technology Environment   Module 3.10
The technological environment represents the application to marketing of knowledge based on discoveries in science, inventions, and innovations.  Technology leads to new and improved goods and services for consumers,  offers better customer service, and often reduces prices through new, cost-efficient production and distribution methods.  Just as technology can open new marketing opportunities, it can quickly make products obsolete.  E-mails, for example, quickly eroded both letter writing and the market for fax machines.
What is the difference between invention and innovation?  


               Invention is the discovery of something new, for example, a computer.  

           Innovation, on the other hand, is something new that is introduced to the marketplace.
Technological innovations in creating new goods and services, also create new industries.  With the onslaught of the Internet came Web-page designers, new types of software firms, interactive advertising agencies, and companies such as VeriSign that allow customers to make secure financial transactions over the Web.

Tremendous cost-savings are being realized from one firm to another with new software applications, in the case of ConocoPhillips, which has allowed it to revamp its manufacturing operations for a new planning and optimization program, designed to help refinery operations comply with stiff federal environmental regulations by 2004, also cut supply chain and manufacturing costs.

Technology will sometimes address social concerns.  Japanese automakers by introducing the “hybrid vehicles”, such as the Toyota Prius and a hybrid version of the Honda Civic, made possible more fuel-efficient vehicles and reduced dangerous emissions.  The Prius is capable of achieving up to 52 miles per gallon in highway driving. 

There are several sources of technological innovation:




          1)   The private sector.  Pfizer, U.S.-based global pharmaceutical company, discovers, develops, manufactures, and markets innovative medicines, spending billions each year on R & D on such breakthroughs as Lipitor, Viagra and Trovan.

2)  The federal government is another source of technological innovation.  Airbags originated from Air force ejection seats, digital computers were first designed to calculate artillery trajectories, and the microwave oven is a derivative of military radar systems.

3)  Foreign companies are yet another source for technological innovation.  While U.S. companies spearheaded the technologies behind personal computers, networking systems, and the Internet, it was Japanese firms who capitalized on their ability to transfer those technologies into commercial products.  Sony and JVC are excellent examples of commercializing videocassette recorders—an American technology.

CHAPTER OBJECTIVE FIVE:  Discuss the impact of the technological environment on a firm’s marketing activities.
5.1 Identify the ways in which the technological environment affects marketing activities.  Cite examples.                                                                 5.2 What is the role of research and development in private industry?



THE SOCIAL CULTURAL ENVIRONMENT   Module 3.11
This component of the marketing environment is concerned with the relationship between the marketer and society and its culture.  

The U.S. is becoming older, more affluent, and more culturally diverse.  The birthrate is falling, and subculture populations are rising.  People express concerns about the environment, buying ecologically friendly products that reduce pollution.  They value the time at home with family and friends, watching videos and eating microwavable snacks.  This is a predominant socio-cultural environment within the U.S. today.  To remain competitive and successful, the marketer must understand these trends and respond with an offer that satisfies their customers’ needs.

The socio-cultural environment basically is concerned with three elements that are shown in Exhibit 3.11 below.   You’ll better understand these elements by observing what the current socio-cultural trends are.

Exhibit 3.11

Trends in the Socio-Cultural Environment
	Demographic Trends
Aging of the American population

Decline in the teen population (as a percentage of the total population)

Population growth in sun Belt states

Increasing number of single-member/individual households

Increasing participation of women in the work force

Increasing number of single-parent families

Increasing population diversity, especially in the number of Hispanic Americans

Increasing legal immigration

Increasing number of wealthy Americans

	Lifestyle Trends
Clothing has become more casual, especially at work

Clothing has become more revealing, especially for women

Growing participation in body modification (e.g., tattoos, piercings)

Americans have less time for leisure activities

Spending time at home is more common 

Less shopping in malls, more shopping from home

Growing focus on health and nutrition

Time spent watching television has declined

Time spent reading newspapers has declined

Time spent using computers has increased

Continued popularity of sport-utility vehicles

	Trends in Cultural Values
Less focus on “me-orient” values

More value-oriented consumption (good quality, good price)

Importance of maintaining close, personal relationships with others

Increasing importance of family and children

Increasing concerns about the natural environment 

Greater focus on ethics and social responsibility

Giving back to the community

Less tolerance of smoking in public places

More tolerance of individual lifestyle choices


CHAPTER OBJECTIVE SIX:  Explain how the social-cultural environment influences marketing.




                                          6.1 Identify the ways in which the social-cultural environment affects marketing activities.  Cite examples.

                                                       6.2 What are the consumers’ rights, and how do they affect marketers?



ETHICAL ISSUES IN MARKETING   Module 3.12
Ethics is concerned with whether an action is right or wrong.  Because marketing is closely concerned with various public issues, it invites constant scrutiny by the public.  So the field of marketing operates under a set of standards of conduct and moral values in order to be ethically minded and to cope with public scrutiny on various marketing issues.

Some leading ethical issues are listed in Figure 3.6 in the context of the marketing mix elements—Product, Place, Promotion and Price.  Note what they are and remember them because ethical questions and issues will be discussed in your chapter readings. 
Figure 3.6                                                                                                            Ethical Questions in Marketing

	Product

· Planned obsolescence

· Product quality and safety

· Product warranties

· Fair packaging and labeling

· Pollution


	Distribution

· Exclusive territories

· Foreign dumping

· Dealer rights

· Predatory competition



	Promotion

· Bait-and-switch advertising

· False and deceptive advertising

· Promotional allowances

· Bribery


	Price

· Price fixing

· Price discrimination

· Price increases

· Deceptive pricing




CHAPTER OBJECTIVE SEVEN:  Describe the role of marketing in society and identify the two major social issues in marketing.                         
7.1 What is marketing ethics?    





         7.2 Describe the ethical problems related to the marketing mix elements (the 4 P’s):                                  

         
        


                     a. marketing research


d. promotional strategy     
         b. product strategy



e. pricing strategy                    c. distribution strategy





                            7.3 What is social responsibility?  Give an example.

THE END
