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	What's Ahead


As we hurtle into the new millennium, social experts are busier than ever assessing the impact of a host of environmental forces on consumers and the marketers who serve them. "An old year turns into a new one," observes one such expert, "and the world itself, at least for a moment, seems to turn also. Images of death and rebirth, things ending and beginning, populate . . . and haunt the mind. Multiply this a thousand-fold, and you get 'millennial fever' . . . driving consumer behavior in all sorts of interesting ways." 
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Such millennial fever has hit the nation's baby boomers, the most commercially influential demographic group in history, especially hard. The oldest boomers, now in their fifties, are resisting the aging process with the vigor they once reserved for antiwar protests. Other factors are also at work. Today, people of all ages seem to feel a bit overworked, overstimulated, and overloaded. "Americans are overwhelmed . . . by the breathtaking onrush of the Information Age, with its high-speed modems, cell phones, and pagers," suggests the expert. "While we hail the benefits of the wired '90s, at the same time we are buffeted by the rapid pace of change." 

The result of this "millennial fever" is a yearning to turn back the clock, to return to simpler times. This yearning has in turn produced a massive nostalgia wave. "We are creating a new culture, and we don't know what's going to happen," explains a noted futurist. "So we need some warm fuzzies from our past." Marketers of all kinds have responded to these nostalgia pangs by recreating products and images that help take consumers back to "the good old days." Examples are plentiful: Kellogg has revived old Corn Flakes packaging and car makers have created retro roadsters such as the Porsche Boxter. A Pepsi commercial rocks to the Rolling Stones's "Brown Sugar," James Brown's "I Feel Good" helps sell Senokot laxatives, and Janis Joplin's raspy voice crows, "Oh Lord, won't you buy me a Mercedes-Benz?" Disney developed an entire town—Celebration, Florida—to recreate the look and feel of 1940s neighborhoods. Heinz reintroduced its classic glass ketchup bottle, supported by nostalgic "Heinz was there" ads showing two 1950s-era boys eating hot dogs at a ballpark. Master marketer Coca-Cola resurrected the old red button logo and its heritage contour bottle. The current ad theme, "Always Coca-Cola," encapsulates both the past and the future. According to a Coca-Cola marketing executive, when the company introduced a plastic version of its famous contour bottle in 1994, sales grew by double digits in some markets. 

Perhaps no company has more riding on the nostalgia wave than Volkswagen. The original Volkswagen Beetle first sputtered into America in 1949. With its simple, buglike design, no-frills engineering, and economical operation, the Beetle was the antithesis of Detroit's chrome-laden gas guzzlers. Although most owners would readily admit that their Beetles were underpowered, noisy, cramped, and freezing in the winter, they saw these as endearing qualities. Overriding these minor inconveniences, the Beetle was cheap to buy and own, dependable, easy to fix, fun to drive, and anything but flashy. 

During the 1960s, as young baby boomers by the thousands were buying their first cars, demand exploded and the Beetle blossomed into an unlikely icon. Bursting with personality, the understated Bug came to personify an era of rebellion against conventions. It became the most popular car in American history, with sales peaking at 423,000 in 1968. By the late 1970s, however, the boomers had moved on, Bug mania had faded, and Volkswagen had dropped Beetle production for the United States. Still, more than 20 years later, the mere mention of these chugging oddities evokes smiles and strong emotions. Almost everyone over the age of 25, it seems, has a "feel-good" Beetle story to tell. 

Now, in an attempt to surf the nostalgia wave, Volkswagen has introduced a New Beetle. Outwardly, the reborn Beetle resembles the original, tapping the strong emotions and memories of times gone by. Beneath the skin, however, the New Beetle is packed with modern features. According to an industry expert, "The Beetle comeback is . . . based on a combination of romance and reason—wrapping up modern conveniences in an old-style package. Built into the dashboard is a bud vase perfect for a daisy plucked straight from the 1960s. But right next to it is a high-tech, multispeaker stereo—and options like power windows, cruise control, and a power sunroof make it a very different car than the rattly old Bug. The new version . . . comes with all the modern features car buyers demand, such as four air bags and power outlets for cell phones. But that's not why VW expects folks to buy it. With a familiar bubble shape that still makes people smile as it skitters by, the new Beetle offers a pull that is purely emotional." 

Advertising for the New Beetle plays strongly on the nostalgia theme, while at the same time refreshing the old Beetle heritage. "If you sold your soul in the '80s," tweaks one ad, "here's your chance to buy it back." Other ads read, "Less flower, more power," and "Comes with wonderful new features. Like heat." Still another ad declares "0 to 60? Yes." The car's Web page summarizes: "The New Beetle has what any Beetle always had. Originality. Honesty. A point of view. It's an exhaustive and zealous rejection of banality. Isn't the world ready for that kind of car again?" 

Volkswagen invested $560 million to bring the New Beetle to market. However, this investment appears to be paying big dividends. Demand quickly outstripped supply. Even before the first cars reached VW showrooms, dealers across the country had long waiting lists of people who'd paid for the car without ever seeing it, let alone driving it. One California dealer claimed that the New Beetle was such a traffic magnet that he had to remove it from his showroom floor every afternoon at 2 p.m. to discourage gawkers and let his salespeople work with serious prospects. The dealer encountered similar problems when he took to the streets in the new car. "You can't change lanes," said the dealer. "People drive up beside you to look." 

Volkswagen's initial first-year sales projections of 50,000 New Beetles in North America proved pessimistic. After only nine months, the company had sold more than 64,000 of the new Bugs in the United States and Canada. The smart little car also garnered numerous distinguished awards, including Motor Trend's 1999 Import Car of the Year, Time magazine's The Best of 1998 Design, Business Week's Best New Products, and 1999 North American Car of the Year, awarded by an independent panel of top journalists who cover the auto industry. 

The New Beetle appears to be a cross-generational hit, appealing to more than the stereotyped core demographic target of Woodstock-recovered baby boomers. Even kids too young to remember the original Bug appear to love this new one. "It's like you have a rock star here and everybody wants an autograph," states a VW sales manager. "I've never seen a car that had such a wide range of interest, from 16-year-olds to 65-year-olds." One wait-listed customer confirms the car's broad appeal. "In 1967, my Dad got me a VW. I loved it. I'm sure the new one will take me back," says the customer. "I'm getting the New Beetle as a surprise for my daughter, but I'm sure I'm going to be stealing it from her all the time." 

"Millennial fever" results from the convergence of a wide range of forces in the marketing environment—from technological, economic, and demographic forces to cultural, social, and political ones. Most trend analysts believe that the nostalgia craze will only grow as the baby boomers continue to age. If so, the New Beetle, so full of the past, has a very bright future. "The Beetle is not just empty nostalgia," says Gerald Celente, publisher of Trend Journal. "It is a practical car that is also tied closely to the emotions of a generation." Says another trend analyst, the New Beetle "is our romantic past, reinvented for our hectic here-and-now. Different, yet deeply familiar—a car for the times."1 

As noted in chapter 1, marketers operate in an increasingly connected world. Today's marketers must connect effectively with customers, others in the company, and external partners in the face of major environmental forces that buffet all of these actors. A company's marketing environment consists of the actors and forces outside marketing that affect marketing management's ability to develop and maintain successful relationships with its target customers. The marketing environment offers both opportunities and threats. Successful companies know the vital importance of constantly watching and adapting to the changing environment. 

As we enter the new millennium, both consumers and marketers wonder what the future will bring. The environment continues to change at a rapid pace. For example, think about how you buy groceries today. How will your grocery buying change during the next few decades? What challenges will these changes present for marketers? Here's what two leading futurists envision for the year 2025.2 

We won't be shopping in 21-aisle supermarkets in 2025, predicts Gary Wright, corporate demographer for Procter & Gamble in Cincinnati. The growth of e-commerce and the rapid speed of the Internet will lead to online ordering of lower priced, nonperishable products—everything from peanut butter to coffee filters. Retailers will become "bundlers," combining these orders into large packages of goods for each household and delivering them efficiently to their doorsteps. As a result, we'll see mergers between retailing and home-delivery giants—think Wal-MartExpress, a powerful combo of Wal-Mart and Federal Express. Consumers won't waste precious time searching for the best-priced bundle. Online information agents will do it for them, comparing prices among competitors. 

Smart information agents also play a role in the world imagined by Ryan Mathews, futurist at First Matter LLC in Detroit. By 2025, computers will essentially be as smart as humans, he contends, and consumers will use them to exchange information with on-screen electronic agents that ferret out the best deals online. Thanks to embedded-chip technology in the pantry, products on a CHR (continuous household replenishment) list—like paper towels and pet food—will sense when they're running low and reorder themselves automatically. If the information agent finds a comparable but cheaper substitute for a CHR product, the item will be switched instantly. 

Such pictures of the future give marketers plenty to think about. A company's marketers take the major responsibility for identifying and predicting significant changes in the environment. More than any other group in the company, marketers must be the trend trackers and opportunity seekers. Although every manager in an organization needs to observe the outside environment, marketers have two special aptitudes. They have disciplined methods—marketing intelligence and marketing research—for collecting information about the marketing environment. They also spend more time in the customer and competitor environment. By conducting systematic environmental scanning, marketers are able to revise and adapt marketing strategies to meet new challenges and opportunities in the marketplace. 

The marketing environment is made up of a microenvironment and a macroenvironment. The microenvironment consists of the forces close to the company that affect its ability to serve its customers—the company, suppliers, marketing channel firms, customer markets, competitors, and publics. The macroenvironment consists of the larger societal forces that affect the microenvironment—demographic, economic, natural, technological, political, and cultural forces. We look first at the company's microenvironment. 

	The Company's Microenvironment


	



	[image: image6.png]



	Take a moment to listen to a group of managers discuss their firm's microenvironment.
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Marketing management's job is to attract and build relationships with customers by creating customer value and satisfaction. However, marketing managers cannot accomplish this task alone. Their success will depend on other actors in the company's microenvironment—other company departments, suppliers, marketing intermediaries, customers, competitors, and various publics, which combine to make up the company's value delivery system.

The Company 

In designing marketing plans, marketing management takes other company groups into account—groups such as top management, finance, research and development (R&D), purchasing, manufacturing, and accounting. All these interrelated groups form the internal environment (see Figure 3.1). Top management sets the company's mission, objectives, broad strategies, and policies. Marketing managers make decisions within the plans made by top management, and marketing plans must be approved by top management before they can be implemented. 

Marketing managers must also work closely with other company departments. Finance is concerned with finding and using funds to carry out the marketing plan. The R&D department focuses on designing safe and attractive products. Purchasing worries about getting supplies and materials, whereas manufacturing is responsible for producing the desired quality and quantity of products. Accounting has to measure revenues and costs to help marketing know how well it is achieving its objectives. Together, all of these departments have an impact on the marketing department's plans and actions. Under the marketing concept, all of these functions must "think consumer," and they should work in harmony to provide superior customer value and satisfaction. 
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	Figure 3.1
	The company's internal environment 


Suppliers 

Suppliers are an important link in the company's overall customer value delivery system. They provide the resources needed by the company to produce its goods and services. Supplier problems can seriously affect marketing. Marketing managers must watch supply availability—supply shortages or delays, labor strikes, and other events can cost sales in the short run and damage customer satisfaction in the long run. Marketing managers also monitor the price trends of their key inputs. Rising supply costs may force price increases that can harm the company's sales volume. 

Marketing Intermediaries 

Marketing intermediaries help the company to promote, sell, and distribute its goods to final buyers. They include resellers, physical distribution firms, marketing services agencies, and financial intermediaries. Resellers are distribution channel firms that help the company find customers or make sales to them. These include wholesalers and retailers, who buy and resell merchandise. Selecting and working with resellers is not easy. No longer do manufacturers have many small, independent resellers from which to choose. They now face large and growing reseller organizations. These organizations frequently have enough power to dictate terms or even shut the manufacturer out of large markets. 

Physical distribution firms help the company to stock and move goods from their points of origin to their destinations. Working with warehouse and transportation firms, a company must determine the best ways to store and ship goods, balancing factors such as cost, delivery, speed, and safety. Marketing services agencies are the marketing research firms, advertising agencies, media firms, and marketing consulting firms that help the company target and promote its products to the right markets. When the company decides to use one of these agencies, it must choose carefully because these firms vary in creativity, quality, service, and price. Financial intermediaries include banks, credit companies, insurance companies, and other businesses that help finance transactions or insure against the risks associated with the buying and selling of goods. Most firms and customers depend on financial intermediaries to finance their transactions. 

Like suppliers, marketing intermediaries form an important component of the company's overall value delivery system. In its quest to create satisfying customer relationships, the company must do more than just optimize its own performance. It must partner effectively with marketing intermediaries to optimize the performance of the entire system. 

Thus, today's marketers recognize the importance of working with their intermediaries as partners rather than simply as channels through which they sell their products. For example, Coca-Cola recently signed a 10-year deal with Wendy's that will make Coke the exclusive soft drink provider to the fast-food chain, picking up more than 700 Wendy's franchises that were previously served by Pepsi. In the deal, Coca-Cola promised Wendy's much more that just its soft drinks. It pledged the powerful marketing support that comes along with an exclusive partnership with Coke. 

[Along with the soft drinks,] Wendy's gets a cross-functional team of 50 Coke employees in various regions of the country who are now dedicated to "understanding the nuances of Wendy's business," says [a Wendy's executive]. Wendy's also will benefit from Coke dollars in joint marketing campaigns. "There are significant, big-time marketing sponsorships that they can bring to Wendy's, as they have to other chains," [adds the executive]. "That's huge." Bigger still is the staggering amount of consumer research that Coca-Cola provides its partners. [Coke] provides both analysis of syndicated information and access to Coke's own internal research aimed at "trying to understand consumers as they eat out." Coke goes to great lengths to understand beverage drinkers—and to make sure their partners can use those insights. . . . The company also has analyzed the demographics of every zip code in the country and used the information to create a software program called Solver. By answering questions about their target audience, franchise owners can determine which Coke brands are preferred by the clientele in their area. [Coca-Cola] also has been studying the design of drive-through menu boards to better understand which layouts, fonts, letter sizes, colors, and visuals induce consumers to order more food and drink. Coke even aids its partners with research on issues that are not related to soft drink sales, such as hiring and retaining workers while unemployment is low.3 

Customers 

The company needs to study its customer markets closely. Figure 3.2 shows five types of customer markets. Consumer markets consist of individuals and households that buy goods and services for personal consumption. Business markets buy goods and services for further processing or for use in their production process, whereas reseller markets buy goods and services to resell at a profit. Government markets are made up of government agencies that buy goods and services to produce public services or transfer the goods and services to others who need them. Finally, international markets consist of these buyers in other countries, including consumers, producers, resellers, and governments. Each market type has special characteristics that call for careful study by the seller. 

Competitors 

The marketing concept states that to be successful, a company must provide greater customer value and satisfaction than its competitors do. Thus, marketers must do more than simply adapt to the needs of target consumers. They also must gain strategic advantage by positioning their offerings strongly against competitors' offerings in the minds of consumers. 

No single competitive marketing strategy is best for all companies. Each firm should consider its own size and industry position compared to those of its competitors. Large firms with dominant positions in an industry can use certain strategies that smaller firms cannot afford. But being large is not enough. There are winning strategies for large firms, but there are also losing ones. Small firms can develop strategies that give them better rates of return than large firms enjoy. 
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	Figure 3.2
	Types of customer markets


Publics 

The company's marketing environment also includes various publics. A public is any group that has an actual or potential interest in or impact on an organization's ability to achieve its objectives. Figure 3.3 shows seven types of publics. 

· Financial publics: influence the company's ability to obtain funds. Banks, investment houses, and stockholders are the major financial publics. 

· Media publics: carry news, features, and editorial opinion. They include newspapers, magazines, and radio and television stations. 

· Government publics: Management must take government developments into account. Marketers must often consult the company's lawyers on issues of product safety, truth in advertising, and other matters. 

· Citizen action publics: A company's marketing decisions may be questioned by consumer organizations, environmental groups, minority groups, and others. Its public relations department can help it stay in touch with consumer and citizen groups. 

· Local publics: include neighborhood residents and community organizations. Large companies usually appoint a community relations officer to deal with the community, attend meetings, answer questions, and contribute to worthwhile causes. 

· General public: A company needs to be concerned about the general public's attitude toward its products and activities. The public's image of the company affects its buying. 

· Internal publics: include workers, managers, volunteers, and the board of directors. Large companies use newsletters and other means to inform and motivate their internal publics. When employees feel good about their company, this positive attitude spills over to external publics. 

A company can prepare marketing plans for these major publics as well as for its customer markets. Suppose the company wants a specific response from a particular public, such as goodwill, favorable word of mouth, or donations of time or money. The company would have to design an offer to this public that is attractive enough to produce the desired response. 
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	Figure 3.3
	Types of publics 
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	Publics: In this ad, Wal-Mart recognizes the importance of both its local and employee publics. Its Competitive Edge scholarship program "is just one of the reasons Wal-Mart associates (such as Maxine) in Mississippi, and all over the country, are proud to get involved in the communities they serve."

	The Company's Macroenvironment


The company and all of the other actors operate in a larger macroenvironment of forces that shape opportunities and pose threats to the company. Figure 3.4 shows the six major forces in the company's macroenvironment. In the remaining sections of this chapter, we examine these forces and show how they affect marketing plans.
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	Figure 3.4
	Major forces in the company's macroenvironment 


Demographic Environment 

Demography is the study of human populations in terms of size, density, location, age, gender, race, occupation, and other statistics. The demographic environment is of major interest to marketers because it involves people, and people make up markets.

The world population is growing at an explosive rate. It now totals more than 6 billion and will exceed 7.9 billion by the year 2025.4 The explosive world population growth has major implications for business. A growing population means growing human needs to satisfy. Depending on purchasing power, it may also mean growing market opportunities. For example, to curb its skyrocketing population, the Chinese government has passed regulations limiting families to one child each. As a result, Chinese children are spoiled and fussed over as never before. Known in China as "little emperors," Chinese children are being showered with everything from candy to computers as a result of what's known as the "six-pocket syndrome." As many as six adults—including parents and two sets of doting grandparents—may be indulging the whims of each child. Parents in the average Beijing household now spend about 40 percent of their income on their cherished only child. This trend has encouraged toy companies such as Japan's Bandai Company (known for its Mighty Morphin Power Rangers), Denmark's Lego Group, and Mattel to enter the Chinese market.5
The world's large and highly diverse population poses both opportunities and challenges. Thus, marketers keep close track of demographic trends and developments in their markets, both at home and abroad. They track changing age and family structures, geographic population shifts, educational characteristics, and population diversity. Here, we discuss the most important demographic trends in the United States.
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	Figure 3.5
	Age distribution of the U.S. population 


Changing Age Structure of the Population 
The U.S. population stood at more than 273 million in 1999 and may reach 300 million by the year 2020.6 The single most important demographic trend in the United States is the changing age structure of the population. As shown in Figure 3.5, the age distribution of the U.S. population is rapidly assuming an "hourglass" shape. Two very large age groups, the baby boomer generation and the baby boomlet generation, surround the smaller Generation Xers.
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	Pause here to see how CanGo deals with its demographic environment.
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The Baby Boomers

The post-World War II baby boom produced 78 million baby boomers born between 1946 and 1964. Since then, the baby boomers have become one of the most powerful forces shaping the marketing environment. The boomers have presented a moving target, creating new markets as they grew from infancy to their preadolescent, teenage, young adult, and now middle-age to mature years. Today's baby boomers account for about 30 percent of the population but earn more than half of all personal income.

Baby boomers cut across all walks of life. But marketers typically have paid the most attention to the smaller upper crust of the boomer generation—its more educated, mobile, and wealthy segments. These segments have gone by many names. In the 1980s, they were called "yuppies" (young urban professionals), "bumpies" (black upwardly mobile professionals) "yummies" (young upwardly mobile mommies), and "DINKs" (dual-income, no-kids couples). In the 1990s, however, yuppies and DINKs gave way to a new breed, with names such as "DEWKs" (dual earners with kids) and "MOBYs" (mother older, baby younger). Now, to the chagrin of many in this generation, they are acquiring such titles as "WOOFs" (well-off older folks) or even "GRUMPIES" (just what the name suggests).

The oldest boomers are now in their fifties; the youngest are in their mid-to-late thirties. Thus, the boomers have evolved from the "youthquake generation" to the "backache generation." They are also reaching their peak earning and spending years. Thus, they constitute a lucrative market for housing, furniture and appliances, healthful foods and beverages, physical fitness products, high-priced cars, convenience products, and travel and financial services.

The maturing boomers are experiencing the pangs of midlife and rethinking the purpose and value of their work, responsibilities, and relationships. They are approaching life with a new stability and reasonableness in the way they live, think, eat, and spend. As they continue to age, they will create a large and important seniors market. By 2025, there will be 64 million baby boomers aged 61 to 79, a 90 percent increase in the size of this population from today.7
Generation X

The baby boom was followed by a "birth dearth," creating another generation of 45 million people born between 1965 and 1976. Author Douglas Coupland calls them "Generation X," because they lie in the shadow of the boomers and lack obvious distinguishing characteristics. Others call them the "baby busters," "shadow generation," "twentysomethings," or "yiffies"—young, individualistic, freedom-minded few.

The GenXers are defined as much by their shared experiences as by their age. Increasing divorce rates and higher employment for their mothers made them the first generation of latchkey kids. Whereas the boomers created a sexual revolution, the GenXers have lived in the age of AIDS. Having grown up during times of recession and corporate downsizing, they have developed a more cautious economic outlook. As a result, the GenXers are a more skeptical bunch, cynical of frivolous marketing pitches that promise easy success. They buy lots of products, such as sweaters, boots, cosmetics, electronics, cars, fast food, beer, computers, and mountain bikes. However, their cynicism makes them more savvy shoppers, and their financial pressures make them more value conscious. They like lower prices and a more functional look. The GenXers respond to honesty in advertising, and they like irreverence and sass and ads that mock the traditional advertising approach. For example, recent Miller Brewing Company ads appealing to this group advised "It's time to embrace your inner idiot" and one features images of a frenetic, sloppy hot-dog-eating contest.

GenXers share new cultural concerns. They care about the environment and respond favorably to socially responsible companies. Although they seek success, they are less materialistic; they prize experience, not acquisition. They are cautious romantics who want a better quality of life and are more interested in job satisfaction than in sacrificing personal happiness and growth for promotion. 

Once labeled as "The MTV generation: Net surfing, nihilistic [body-piercing slackers] whining about McJobs," the GenXers are now growing up and beginning to take over. They do surf the Internet more than other groups, but with serious intent. The GenXers are poised to displace the lifestyles, culture, and materialistic values of the baby boomers. They represent $125 billion in annual purchasing power. By the year 2010, they will have overtaken the baby boomers as a primary market for almost every product category. According to one analyst, "They are flocking to technology start-ups, founding small businesses, and even taking up causes—all in their own way. They are the next big thing. Boomers, beware!"8
The Echo Boomers

Both the baby boomers and GenXers will one day be passing the reins to the latest demographic group, the echo boomers (or baby boomlet generation). Born between 1977 and 1994, these children of the baby boomers now number 72 million, dwarfing the GenXers and almost equal in size to the baby boomer segment. Ranging from preteens to twenties, the echo boomer generation is still forming its buying preferences and behaviors.

The baby boomlet has created large and growing kid and teens markets. Teens and preteens under 20 years of age spend $130 billion on their own and influence upward of $500 billion of their parents' spending.9 After years of bust, markets for children's toys and games, clothes, furniture, and food are enjoying a boom. For instance, Sony and other electronics firms are now offering products designed especially for children. In recent years, designers and retailers have created new lines, new products, and even new stores devoted to children and teens—Tommy Hilfiger, DKNY, Gap, Toys "R" Us, Guess, Talbots, Pottery Barn, and Eddie Bauer, to name just a few. A number of new media have appeared that cater specifically to this market: Time, Sports Illustrated, and People have all started new editions for kids and teens. Banks offer banking and investment services for kids, including investment camps. Major advertising agencies have even opened new divisions—such as Saatchi & Saatchi Advertising's Kid Connection division and Grey Advertising's 18 & Under division—that specialize in helping their clients shape their appeals for young audiences.10
Like the trailing edge of the Generation Xers ahead of them, one distinguishing characteristic of the echo boomers is their utter fluency and comfort with computer, digital, and Internet technology. For this reason, one analyst has christened them the Net-Gens (or N-Gens). He observes:

What makes this generation different . . . is not just its demographic muscle, but it is the first to grow up surrounded by digital media. Computers and other digital technologies, such as digital cameras, are commonplace to N-Gen members. They work with them at home, in school, and they use them for entertainment. Increasingly these technologies are connected to the Internet. . . . Constantly surrounded by technology, today's kids are accustomed to its strong presence in their lives. [They] are so bathed in bits that they are no more intimidated by digital technology than a VCR or a toaster. And it is through their use of the digital media that N-Gen will develop and superimpose its culture on the rest of society. Boomers stand back. Already these kids are learning, playing, communicating, working, and creating communities very differently than did their parents. They are a force for social transformation.11 

Generational Marketing
Do marketers have to create separate products and marketing programs for each generation? Some experts caution that each generation spans decades of time and many socioeconomic levels. "These segments are so large they're meaningless as marketing targets," notes one such expert. "'Matures' range in age from 54 to 90; that isn't a target, it's a happening." Similarly, . . . "boomers span almost twenty years." He suggests that marketers should form more precise age-specific segments within each group.

Others warn that marketers have to be careful about turning off one generation each time they craft a product or message that appeals effectively to another. "The idea is to try to be broadly inclusive and at the same time offer each generation something specifically designed for it. Tommy Hilfiger has big brand logos on his clothes for teenagers and little pocket polo logos on his shirts for baby boomers. It's a brand that has a more inclusive than exclusive strategy."12
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	Before we proceed further, let's revisit the question of how CanGo can make the most of the demographic environment.
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The Changing American Family 

The "traditional household" consists of a husband, wife, and children (and sometimes grandparents). Yet, the once American ideal of the two-child, two-car suburban family has lately been losing some of its luster. In fact, couples with children under 18 now make up only about 35 percent of all U.S. families.13 In the United States today, one in eight households is "diverse" or "nontraditional" and includes single live-alones, adult live-togethers of one or both sexes, single-parent families, childless married couples, or empty nesters. More people are divorcing or separating, choosing not to marry, marrying later, or marrying without the intention to have children. Marketers must increasingly consider the special needs of nontraditional households, because they are now growing more rapidly than traditional households. Each group has a distinctive set of needs and buying habits. For example, people in the SSWD group (single, separated, widowed, divorced) need smaller apartments; inexpensive and smaller appliances, furniture, and furnishings; and food packaged in smaller sizes.

The number of working women has also increased greatly. This trend has spawned the child day care business and increased consumption of convenience foods and services, career-oriented women's clothing, financial services, and many other business opportunities. Here are two examples:

More and more workplaces and child care centers are installing monitoring setups such as "I See You" equipment from Simplex Knowledge in White Plains, New York. This system allows parents to see their children at different points throughout the day. Via still photos taken by a camera in the child care center and posted on a secure Web site on the Internet, working parents who long to spend more time with their young ones get reassuring glimpses throughout the day.14 

Whereas shopping malls are in decline, there's been a boom in niche malls that cater to the needs of working women. Shops at Somerset Square in Glastonbury, Connecticut, is one such open-air shopping center. It features a customized retail mix of specialty shops, targeted promotions, and phone-in shopping in which shoppers phone ahead with sizes and color preferences while store employees perform a "wardrobing" service. Many of the stores also informally extend hours for working women who find time to shop only before or after work.15 
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	Consider in greater depth the marketing implications of the changing American family.
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Geographic Shifts in Population 
This is a period of great migratory movements between and within countries. Americans, for example, are a mobile people with about 12 million U.S. households (more than one out of every ten) moving each year.16 Over the past two decades, the U.S. population has shifted toward the Sunbelt states. The West and South have grown while the Midwest and Northeast states have lost population. Such population shifts interest marketers because people in different regions buy differently. For example, research shows that people in Seattle buy more toothbrushes per capita than people in any other U.S. city; people in Salt Lake City eat more candy bars; people from New Orleans use more ketchup; and people in Miami drink more prune juice.

Also, for more than a century, Americans have been moving from rural to metropolitan areas. In the 1950s, they made a massive exit from the cities to the suburbs. Today, the migration to the suburbs continues, and demographers are noting another shift that they call "the rural rebound." Nonmetropolitan counties that lost population to cities for most of this century are now attracting large numbers of urban refugees. More and more Americans are moving to "micropolitan areas," small cities located beyond congested metropolitan areas. These smaller micros offer many of the advantages of metro areas—jobs, restaurants, diversions, community organizations—but without the population crush, traffic jams, high crime rates, and high property taxes often associated with heavily urbanized areas.17
The shift in where people live has also caused a shift in where they work. For example, the migration toward micropolitan and rural areas has resulted in a rapid increase in the number of people who "telecommute"—work at home or in a remote office and conduct their business by phone, fax, modem, or the Internet. This trend, in turn, has created a booming SOHO (small office/home office) market. Nearly 40 million Americans are now working out of their homes with the help of electronic conveniences like personal computers, cell phones, fax machines, and handheld organizers. Many marketers are actively courting the home office segment of this lucrative SOHO market. One example is Kinko's Copy Centers:

Founded in the 1970s as a campus photocopying business, Kinko's is now reinventing itself as the well-appointed office outside the home. Where once there were copy machines, Kinko's 902 stores in this country and abroad now feature a uniform mixture of fax machines, ultrafast color printers, and networks of computers equipped with popular software programs and high-speed Internet connections. People can come to a Kinko's store to do all their office jobs: they can copy, send and receive faxes, use various programs on the computer, go on the Internet, order stationery and other printed supplies, and even teleconference. As more and more people join the work-at-home trend, Kinko's offers an escape from the isolation of the home office. The office-support chain is hoping to increase its share of industry revenue by getting people to spend more time—and hence, more money—at its stores. Besides adding state-of-the-art equipment, the company is talking to Starbucks about opening up coffee shops adjacent to some Kinko's. The lettering on the Kinko's door sums up the $1 billion company's new business model: "Your branch office/Open 24 hours."18 
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	Geographic shifts: The shift in where people live has also caused a shift in where they work, creating a booming SOHO (small office/home office) market.


A Better-Educated and More White-Collar Population 
The U.S. population is becoming better educated. For example, in 1996, 82 percent of the U.S. population over age 25 had completed high school and 24 percent had completed college, compared with 69 percent and 17 percent in 1980. The rising number of educated people will increase the demand for quality products, books, magazines, travel, personal computers, and Internet services. It suggests a decline in television viewing because college-educated consumers watch less TV than the population at large. The workforce also is becoming more white collar. Between 1950 and 1985, the proportion of white-collar workers rose from 41 percent to 54 percent, that of blue-collar workers declined from 47 percent to 33 percent, and that of service workers increased from 12 percent to 14 percent. These trends have continued into the new millennium.19
Increasing Diversity 

Countries vary in their ethnic and racial makeup. At one extreme is Japan, where almost everyone is Japanese. At the other extreme is the United States, with people from virtually all nations. The United States has often been called a melting pot in which diverse groups from many nations and cultures have melted into a single, more homogenous whole. Instead, the United States seems to have become more of a "salad bowl" in which various groups have mixed together but have maintained their diversity by retaining and valuing important ethnic and cultural differences.

Marketers are facing increasingly diverse markets, both at home and abroad as their operations become more international in scope. In the United States alone, ethnic population growth is six times greater than the Caucasian growth rate, and ethnic consumers buy more than $600 billion of goods and services each year. The U.S. population is 72 percent white, with African Americans making up another 13 percent. The Hispanic population has grown rapidly and now stands at about 11 percent of the U.S. population. The U.S. Asian population also has grown rapidly in recent years and now totals about 3 percent of the population. The remaining 1 percent of the population is made up of Native Americans, Eskimos, and Aleuts. During the next half century, the proportions of both Hispanics and Asians will more than double. Moreover, there are nearly 25 million people living in the United States—over 9 percent of the population—who were born in another country.20
Many large companies, ranging from large retailers such as Sears and Wal-Mart to consumer products companies such as Levi-Strauss and Procter & Gamble, now target specially designed products and promotions to one or more of these groups. Miller beer, for example, created television ads for the Hispanic market shown exclusively on Spanish-speaking channels. Even within the Hispanic market, however, different consumers have diverse interests and beliefs depending on country of origin, length of time in the United States, geographic placement, and other factors. Thus, although Miller employs the same visual elements across the country, it alters background music and voice-overs to reflect differences between, for example, Cubans in New York City and Mexican Americans in Los Angeles.

Diversity goes beyond ethnic heritage. For example, there are more than 52 million disabled people in the United States—a market larger than African Americans or Hispanics—representing almost $800 million in annual spending power. People with mobility challenges are an ideal target market for companies such as Peapod, which teams up with large supermarket chains in many heavily populated areas to offer online grocery shopping and home delivery. They also represent a growing market for travel, sports, and other leisure-oriented products and services.21
Economic Environment 

Markets require buying power as well as people. The economic environment consists of factors that affect consumer purchasing power and spending patterns. Nations vary greatly in their levels and distribution of income. Some countries have subsistence economies—they consume most of their own agricultural and industrial output. These countries offer few market opportunities. At the other extreme are industrial economies, which constitute rich markets for many different kinds of goods. Marketers must pay close attention to major trends and consumer spending patterns both across and within their world markets. Following are some of the major economic trends in the United States.

Changes in Income 

During the 1980s—tabbed the "roaring eighties" by some—American consumers fell into a consumption frenzy, fueled by income growth, federal tax reductions, rapid increases in housing values, and a boom in borrowing. They bought and bought, seemingly without caution, amassing record levels of debt. "It was fashionable to describe yourself as 'born to shop.' When the going gets tough, it was said, the tough go shopping."22
During the 1990s, the baby boom generation moved into its prime wage-earning years, and the number of small families headed by dual-career couples continued to increase. Thus, many consumers continued to demand quality products and better service, and they were able to pay for them. However, the free spending and high expectations of the 1980s were dashed by the recession in the early 1990s. In fact, the 1990s became the decade of the "squeezed consumer." Along with rising incomes in some segments came increased financial burdens—repaying debts acquired during earlier spending splurges, facing increased household and family expenses, and saving for college tuition payments and retirement. These financially squeezed consumers sobered up, pulled back, and adjusted to their changing financial situations. They spent more carefully and sought greater value in the products and services they bought. Value marketing became the watchword for many marketers.

As we move into the 2000s, despite several years of strong economic performance, consumers continue to spend carefully. Hence, the trend toward value marketing continues. Rather than offering high quality at a high price, or lesser quality at very low prices, marketers are looking for ways to offer today's more financially cautious buyers greater value—just the right combination of product quality and good service at a fair price.

Marketers should pay attention to income distribution as well as average income. Income distribution in the United States is still very skewed. At the top are upper-class consumers, whose spending patterns are not affected by current economic events and who are a major market for luxury goods. There is a comfortable middle class that is somewhat careful about its spending but can still afford the good life some of the time. The working class must stick close to the basics of food, clothing, and shelter and must try hard to save. Finally, the underclass (persons on welfare and many retirees) must count their pennies when making even the most basic purchases.

Over the past three decades, the rich have grown richer, the middle class has shrunk, and the poor have remained poor. In 1994, the top 5 percent of income-earning households in the United States captured over 21 percent of aggregate income, up from 16.6 percent in 1970. Meanwhile, the share of income captured by the bottom 20 percent of income-earning households decreased from 4.1 percent to 3.6 percent.23 This distribution of income has created a two-tiered market. Many companies are aggressively targeting the affluent:

Driven by the heavenward ascent of the Dow, low unemployment and inflation, and vast numbers of duel-income boomers in their prime earning years, . . . marketers have responded with a ceaseless array of pricey, upscale products aimed at satisfying wealthy Americans' appetite for "the very best": leather-lined SUVs as big as tanks, $1,300 sheets, restaurant-quality appliances, and vast cruise ships offering every form of luxurious coddling. . . . Huge increases in wealth among the very rich have fueled the sales of $17,500 Patek Philippe watches that are sold as family heirlooms (thus justifying the price tag), created the clamor for a $48,000 Lexus (options extra), and resulted in a two-year waiting list for $14,000 Hermes Kelly bags.24 

Other companies are now tailoring their marketing offers to two different markets—the affluent and the less affluent. For example, Walt Disney Company markets two distinct Winnie-the-Pooh bears:

The original line-drawn figure appears on fine china, pewter spoons, and pricey kids' stationery found in upscale specialty and department stores such as Nordstrom and Bloomingdale's. The plump, cartoonlike Pooh, clad in a red shirt and a goofy smile, adorns plastic key chains, polyester bed sheets, and animated videos. It sells in Wal-Mart stores and five-and-dime shops. Except at Disney's own stores, the two Poohs do not share the same retail shelf. [Thus, Disney offers both] upstairs and downstairs Poohs, hoping to land customers on both sides of the [income] divide.25 

Changing Consumer Spending Patterns 
Table 3.1 shows the proportion of total expenditures made by U.S. households at different income levels for major categories of goods and services. Food, housing, and transportation use up most household income. However, consumers at different income levels have different spending patterns. Some of these differences were noted over a century ago by Ernst Engel, who studied how people shifted their spending as their income rose. He found that as family income rises, the percentage spent on food declines, the percentage spent on housing remains about constant (except for such utilities as gas, electricity, and public services, which decrease), and both the percentage spent on most other categories and that devoted to savings increase. Engel's laws generally have been supported by later studies.
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	Table 3.1
	Consumer Spending at Different Income Levels

	 

% of Spending at Different Income Levels
Expenditure

$10,000-15,000

$20,000-30,000

$70,000 and Over

Food

16.4

15.6

11.6

Housing

35.9

31.3

29.5

Utilities

9.4

7.9

4.7

Clothing

5.4

5.5

5.2

Transportation

5.61

17.8

17.0

Health care

6.5

6.8

5.9

Entertainment

4.9

4.7

5.7

Tobacco

1.3

1.3

0.37

Contributions

2.1

3.2

4.7

Insurance

3.4

7.6

15.6



	Source: Consumer Expenditure Survey, U.S. Department of Labor, Bureau of Labor Statistics, Bulletin 2462, September 1995, pp. 15-17. Also see Paula Mergenhagan, "What Can Minimum Wage Buy," American Demographics, January 1996, pp. 18-21.


Changes in major economic variables such as income, cost of living, interest rates, and savings and borrowing patterns have a large impact on the marketplace. Companies watch these variables by using economic forecasting. Businesses do not have to be wiped out by an economic downturn or caught short in a boom. With adequate warning, they can take advantage of changes in the economic environment.

Natural Environment 

The natural environment involves the natural resources that are needed as inputs by marketers or that are affected by marketing activities. Environmental concerns have grown steadily during the past three decades. Some trend analysts labeled the 1990s as the "Earth Decade," claiming that the natural environment is the major worldwide issue facing business and the public. The Earth Day movement turned 30 in the year 2000. In many cities around the world, air and water pollution have reached dangerous levels. World concern continues to mount about the depletion of the earth's ozone layer and the resulting "greenhouse effect," a dangerous warming of the Earth. And many environmentalists fear that we soon will be buried in our own trash.

Marketers should be aware of several trends in the natural environment. The first involves growing shortages of raw materials. Air and water may seem to be infinite resources, but some groups see long-run dangers. Air pollution chokes many of the world's large cities and water shortages are already a big problem in some parts of the United States and the world. Renewable resources, such as forests and food, also have to be used wisely. Nonrenewable resources, such as oil, coal, and various minerals, pose a serious problem. Firms making products that require these scarce resources face large cost increases, even if the materials do remain available.

A second environmental trend is increased pollution. Industry will almost always damage the quality of the natural environment. Consider the disposal of chemical and nuclear wastes; the dangerous mercury levels in the ocean; the quantity of chemical pollutants in the soil and food supply; and the littering of the environment with nonbiodegradable bottles, plastics, and other packaging materials.

A third trend is increased government intervention in natural resource management. The governments of different countries vary in their concern and efforts to promote a clean environment. Some, like the German government, vigorously pursue environmental quality. Others, especially many poorer nations, do little about pollution, largely because they lack the needed funds or political will. Even the richer nations lack the vast funds and political accord needed to mount a worldwide environmental effort. The general hope is that companies around the world will accept more social responsibility, and that less expensive devices can be found to control and reduce pollution. 

In the United States, the Environmental Protection Agency (EPA) was created in 1970 to set and enforce pollution standards and to conduct pollution research. In the future, companies doing business in the United States can expect strong controls from government and pressure groups. Instead of opposing regulation, marketers should help develop solutions to the material and energy problems facing the world.

Concern for the natural environment has spawned the so-called green movement. Today, enlightened companies go beyond what government regulations dictate. They are developing environmentally sustainable strategies and practices in an effort to create a world economy that the planet can support indefinitely. They are responding to consumer demands with ecologically safer products, recyclable or biodegradable packaging, better pollution controls, and more energy-efficient operations. 3M runs a Pollution Prevention Pays program that has led to a substantial reduction in pollution and costs. AT&T uses a special software package to choose the least harmful materials, cut hazardous waste, reduce energy use, and improve product recycling in its operations. McDonald's eliminated polystyrene cartons and now uses smaller, recyclable paper wrappings and napkins. IBM's AS/400e series of midrange business computers is more energy efficient, contains recycled content, and is designed to be disassembled for recycling. Dixon-Ticonderoga, the folks who developed the first pencil made in the United States, developed Prang crayons made from soybeans rather than paraffin wax, a by-product of oil drilling. Soybeans are a renewable resource and produce brighter, richer colors and a smoother texture. More and more, companies are recognizing the link between a healthy economy and a healthy ecology.26
Technological Environment 

The technological environment is perhaps the most dramatic force now shaping our destiny. Technology has released such wonders as antibiotics, organ transplants, notebook computers, and the Internet. It also has released such horrors as nuclear missiles, chemical weapons, and assault rifles. It has released such mixed blessings as the automobile, television, and credit cards. Our attitude toward technology depends on whether we are more impressed with its wonders or its blunders.

The technological environment changes rapidly. Think of all of today's common products that were not available 100 years ago, or even 30 years ago. Abraham Lincoln did not know about automobiles, airplanes, radios, or the electric light. Woodrow Wilson did not know about television, aerosol cans, automatic dishwashers, room air conditioners, antibiotics, or computers. Franklin Delano Roosevelt did not know about xerography, synthetic detergents, tape recorders, birth control pills, or earth satellites. John F. Kennedy did not know about personal computers, compact disk players, VCRs, or the World Wide Web.

New technologies create new markets and opportunities. However, every new technology replaces an older technology. Transistors hurt the vacuum-tube industry, xerography hurt the carbon-paper business, the auto hurt the railroads, and compact disks hurt phonograph records. When old industries fought or ignored new technologies, their businesses declined. Thus, marketers should watch the technological environment closely. Companies that do not keep up with technological change soon will find their products outdated. They will miss new product and market opportunities.

The United States leads the world in research and development spending.27 Scientists today are researching a wide range of promising new products and services, ranging from practical solar energy, electric cars, and cancer cures to voice-controlled computers and genetically engineered food crops. Today's research usually is carried out by research teams rather than by lone inventors like Thomas Edison, Samuel Morse, or Alexander Graham Bell. Many companies are adding marketing people to R&D teams to try to obtain a stronger marketing orientation. Scientists also speculate on fantasy products, such as flying cars, three-dimensional televisions, and space colonies. The challenge in each case is not only technical but also commercial—to make practical, affordable versions of these products.

As products and technology become more complex, the public needs to know that these are safe. Thus, government agencies investigate and ban potentially unsafe products. In the United States, the Federal Food and Drug Administration has set up complex regulations for testing new drugs. The Consumer Product Safety Commission sets safety standards for consumer products and penalizes companies that fail to meet them. Such regulations have resulted in much higher research costs and in longer times between new-product ideas and their introduction. Marketers should be aware of these regulations when applying new technologies and developing new products.
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	Click here to consider how one organization has dealt with changes in the technological environment.
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Political Environment 

Marketing decisions are strongly affected by developments in the political environment. The political environment consists of laws, government agencies, and pressure groups that influence and limit various organizations and individuals in a given society.

Legislation Regulating Business 

Even the most liberal advocates of free-market economies agree that the system works best with at least some regulation. Well-conceived regulation can encourage competition and ensure fair markets for goods and services. Thus, governments develop public policy to guide commerce—sets of laws and regulations that limit business for the good of society as a whole. Almost every marketing activity is subject to a wide range of laws and regulations.

Increasing Legislation

Legislation affecting business around the world has increased steadily over the years. The United States has many laws covering issues such as competition, fair trade practices, environmental protection, product safety, truth in advertising, packaging and labeling, pricing, and other important areas (see Table 3.2). The European Commission has been active in establishing a new framework of laws covering competitive behavior, product standards, product liability, and commercial transactions for the nations of the European Union. Several countries have gone farther than the United States in passing strong consumerism legislation. For example, Norway bans several forms of sales promotion—trading stamps, contests, premiums—as being inappropriate or unfair ways of promoting products. Thailand requires food processors selling national brands to market low-price brands also, so that low-income consumers can find economy brands on the shelves. In India, food companies must obtain special approval to launch brands that duplicate those already existing on the market, such as additional cola drinks or new brands of rice.

Understanding the public policy implications of a particular marketing activity is not a simple matter. For example, in the United States, there are many laws created at the national, state, and local levels, and these regulations often overlap. Aspirins sold in Dallas are governed both by federal labeling laws and by Texas state advertising laws. Moreover, regulations are constantly changing—what was allowed last year may now be prohibited, and what was prohibited may now be allowed. For example, with the demise of the Soviet bloc, ex-Soviet nations are rapidly passing laws to both regulate and promote an open-market economy. Marketers must work hard to keep up with changes in regulations and their interpretations.

Business legislation has been enacted for a number of reasons. The first is to protect companies from each other. Although business executives may praise competition, they sometimes try to neutralize it when it threatens them. So laws are passed to define and prevent unfair competition. In the United States, such laws are enforced by the Federal Trade Commission and the Antitrust Division of the Attorney General's office.

The second purpose of government regulation is to protect consumers from unfair business practices. Some firms, if left alone, would make shoddy products, tell lies in their advertising, and deceive consumers through their packaging and pricing. Unfair business practices have been defined and are enforced by various agencies.

The third purpose of government regulation is to protect the interests of society against unrestrained business behavior. Profitable business activity does not always create a better quality of life. Regulation arises to ensure that firms take responsibility for the social costs of their production or products.

Changing Government Agency Enforcement

International marketers will encounter dozens, or even hundreds, of agencies set up to enforce trade policies and regulations. In the United States, Congress has established federal regulatory agencies such as the Federal Trade Commission, the Food and Drug Administration, the Interstate Commerce Commission, the Federal Communications Commission, the Federal Power Commission, the Civil Aeronautics Board, the Consumer Products Safety Commission, the Environmental Protection Agency, and the Office of Consumer Affairs. Because such government agencies have some discretion in enforcing the laws, they can have a major impact on a company's marketing performance. At times, the staffs of these agencies have appeared to be overly eager and unpredictable. Some of the agencies sometimes have been dominated by lawyers and economists who lacked a practical sense of how business and marketing work. In recent years, the Federal Trade Commission has added staff marketing experts, who can better understand complex business issues.

New laws and their enforcement will continue or increase. Business executives must watch these developments when planning their products and marketing programs. Marketers need to know about the major laws protecting competition, consumers, and society. They need to understand these laws at the local, state, national, and international levels.28
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	Table 3.2
	Major U.S. Legislation Affecting Marketing

	Legislation

Purpose

Sherman Antitrust Act (1890)

Prohibits monopolies and activities (price-fixing, predatory pricing) that restrain trade or competition in interstate commerce.

Federal Food and Drug Act (1906)

Forbids the manufacture or sale of adulterated or fraudulently labeled foods and drugs. Created the Food and Drug Administration.

Clayton Act (1914)

Supplements the Sherman Act by prohibiting certain types of price discrimination, exclusive dealing, and tying clauses (which require a dealer to take additional products in a seller's line).

Federal Trade Commission Act (1914)

Establishes a commission to monitor and remedy unfair trade methods.

Robinson-Patman Act (1936)

Amends Clayton Act to define price discrimination as unlawful. Empowers FTC to establish limits on quantity discounts, forbid some brokerage allowances, and prohibit promotional allowances except when made available on proportionately equal terms.

Wheeler-Lea Act (1938)

Makes deceptive, misleading, and unfair practices illegal regardless of injury to competition. Places advertising of food and drugs under FTC jurisdiction.

Lanham Trademark Act (1946)

Protects and regulates distinctive brand names and trademarks.

National Traffic 
and Safety Act (1958)

Provides for the creation of compulsory safety standards for automobiles and tires.

Fair Packaging and Labeling Act (1966)

Provides for the regulation of packaging and labeling of consumer goods. Requires that manufacturers state what the package contains, who made it, and how much it contains.

Child Protection Act (1966)

Bans sale of hazardous toys and articles. Sets standards for child-resistant packaging.

Federal Cigarette Labeling 
and Advertising Act (1967)

Requires that cigarette packages contain the following statement: "Warning: The Surgeon General Has Determined That Cigarette Smoking Is Dangerous to Your Health."

National Environmental Policy Act (1969)

Establishes a national policy on the environment. The 1970 Reorganization Plan establishes the Environmental Protection Agency.

Consumer Product Safety Act (1972)

Establishes the Consumer Product Safety Commission and authorizes it to set safety standards for consumer products as well as exact penalties for failure to uphold those standards.

Magnuson-Moss Warranty Act (1975)

Authorizes FTC to determine rules and regulations for consumer warranties and provides consumer access to redress, such as the "class-action" suit.

Children's Television Act (1990)

Limits number of commercials aired during children's programs.

Nutrition Labeling and 
Education Act (1990)

Requires that food product labels provide detailed nutritional information.

Telephone Consumer
Protection Act (1991)

Establishes procedures to avoid unwanted telephone solicitations. Limits marketers' use of automatic telephone-dialing systems and artificial or prerecorded voices.




Increased Emphasis on Ethics and Socially Responsible Actions 
Written regulations cannot possibly cover all potential marketing abuses, and existing laws are often difficult to enforce. However, beyond written laws and regulations, business is also governed by social codes and rules of professional ethics. Enlightened companies encourage their managers to look beyond what the regulatory system allows and simply "do the right thing." These socially responsible firms actively seek out ways to protect the long-run interests of their consumers and the environment.

The recent rash of business scandals and increased concerns about the environment have created fresh interest in the issues of ethics and social responsibility. Almost every aspect of marketing involves such issues. Unfortunately, because these issues usually involve conflicting interests, well-meaning people can honestly disagree about the right course of action in a given situation. Thus, many industrial and professional trade associations have suggested codes of ethics, and many companies now are developing policies and guidelines to deal with complex social responsibility issues.

The boom in e-commerce and Internet marketing has created a new set of social and ethical issues. Privacy issues are the primary concern. For example, Web site visitors often provide extensive personal information that might leave them open to abuse by unscrupulous marketers. Moreover, both Intel and Microsoft have been accused of covert, high-tech computer chip and software invasions of customers' personal computers to obtain information for marketing purposes.

Another cyberspace concern is that of access by vulnerable or unauthorized groups. For example, marketers of adult-oriented materials have found it difficult to restrict access by minors. In a more specific example, sellers using eBay.com, the online auction Web site, recently found themselves the victims of a 13-year-old boy who'd bid on and purchased more than $3 million worth of high-priced antiques and rare art works on the site. eBay has a strict policy against bidding by anyone under 18 but works largely on the honor system. Unfortunately, this honor system did little to prevent the teenager from taking a cyberspace joyride.29
Of course, cyberspace also has its own examples of more typical consumer abuses. For example, although America Online has been hugely successful and is the country's most popular online service provider, it has lost millions of dollars due to consumer complaints regarding unethical marketing tactics:

In 1998, America Online agreed to pay a $2.6 million penalty and revamp some of its business practices to settle deceptive-marketing complaints brought by 44 state attorneys general. In this instance, AOL failed to clearly notify consumers that the "50 free hours" in its online service's much-touted trial memberships must be used within a one-month period and that users would incur subscription fees after the first month. This was AOL's third settlement with state regulators in less than two years. Previous settlements dealt with the company's data network congestion in early 1997 (due to a move to flat rate pricing that gave the company more subscriptions than it had equipment to handle) and efforts in late 1996 to switch customers to a higher priced subscription plan. The three agreements not only cost the company $34 million in total, but created a barrage of negative publicity that AOL had to work hard to counter.30 

In chapter 20, we discuss a broad range of societal marketing issues in greater depth.
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	Some industries feel the weight of the political environment more than others. Take a moment to give your opinion on one instance.
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Cultural Environment 

The cultural environment is made up of institutions and other forces that affect a society's basic values, perceptions, preferences, and behaviors. People grow up in a particular society that shapes their basic beliefs and values. They absorb a world view that defines their relationships with others. The following cultural characteristics can affect marketing decision making.

Persistence of Cultural Values 

People in a given society hold many beliefs and values. Their core beliefs and values have a high degree of persistence. For example, most Americans believe in working, getting married, giving to charity, and being honest. These beliefs shape more specific attitudes and behaviors found in everyday life. Core beliefs and values are passed on from parents to children and are reinforced by schools, churches, business, and government.

Secondary beliefs and values are more open to change. Believing in marriage is a core belief; believing that people should get married early in life is a secondary belief. Marketers have some chance of changing secondary values, but little chance of changing core values. For example, family-planning marketers could argue more effectively that people should get married later than that they should not get married at all.

Shifts in Secondary Cultural Values 

Although core values are fairly persistent, cultural swings do take place. Consider the impact of popular music groups, movie personalities, and other celebrities on young people's hairstyling, clothing, and sexual norms. Marketers want to predict cultural shifts in order to spot new opportunities or threats. Several firms offer "futures" forecasts in this connection, such as the Yankelovich Monitor, Market Facts' BrainWaves Group, and the Trends Research Institute. The Yankelovich Monitor tracks 41 U.S. cultural values, such as "antibigness," "mysticism," "living for today," "away from possessions," and "sensuousness." Monitor describes the percentage of the population that shares the attitude as well as the percentage that goes against the trend.31 For instance, the percentage of people who value physical fitness and well-being has risen steadily over the years. Such information helps marketers cater to trends with appropriate products and communication appeals.

The major cultural values of a society are expressed in people's views of themselves and others, as well as in their views of organizations, society, nature, and the universe.

People's Views of Themselves

People vary in their emphasis on serving themselves versus serving others. Some people seek personal pleasure, wanting fun, change, and escape. Others seek self-realization through religion, recreation, or the avid pursuit of careers or other life goals. People use products, brands, and services as a means of self-expression, and they buy products and services that match their views of themselves.

In the 1980s, personal ambition and materialism increased dramatically, with significant marketing implications. In a "me society," people buy their "dream cars" and take their "dream vacations." They tended to spend to the limit on self-indulgent goods and services. Today, in contrast, people are adopting more conservative behaviors and ambitions. They are more cautious in their spending patterns and more value driven in their purchases. Moving into the new millennium, materialism, flashy spending, and self-indulgence have been replaced by more sensible spending, saving, family concerns, and helping others. The aging baby boomers are limiting their spending to products and services that improve their lives instead of boosting their images. This suggests a bright future for products and services that serve basic needs and provide real value rather than those relying on glitz and hype.

People's Views of Others

Recently, observers have noted a shift from a me society to a "we society" in which more people want to be with and serve others. Notes one trend tracker, "People want to get out, especially those 48 million people working out of their home and feeling a little cooped-up [and] all those shut-ins who feel unfulfilled by the cyberstuff that was supposed to make them feel like never leaving home."32 This trend suggests a greater demand for "social support" products and services that improve direct communication between people, such as health clubs and family vacations.

People's Views of Organizations

People vary in their attitudes toward corporations, government agencies, trade unions, universities, and other organizations. By and large, people are willing to work for major organizations and expect them, in turn, to carry out society's work. The late 1980s saw a sharp decrease in confidence in and loyalty toward America's business and political organizations and institutions. In the workplace, there has been an overall decline in organizational loyalty. During the 1990s, waves of company downsizings bred cynicism and distrust. Many people today see work not as a source of satisfaction but as a required chore to earn money to enjoy their nonwork hours.

This trend suggests that organizations need to find new ways to win consumer and employee confidence. They need to review their advertising communications to make sure their messages are honest. Also, they need to review their various activities to make sure that they are being good corporate citizens. More companies are linking themselves to worthwhile causes, measuring their images with important publics, and using public relations to build more positive images.33
People's Views of Society

People vary in their attitudes toward their society; patriots defend it, reformers want to change it, malcontents want to leave it. People's orientation to their society influences their consumption patterns, levels of savings, and attitudes toward the marketplace.

The past two decades have seen an increase in consumer patriotism. For example, one study showed that over 80 percent of those surveyed say, "Americans should always try to buy American"—up from 72 percent in 1972.34 Many U.S. companies have responded with "made in America" themes and flag-waving promotions. For example, Black & Decker added a flaglike symbol to its tools. For the past several years, the American textile industry has blitzed consumers with its "Crafted with Pride in the USA" advertising campaign, insisting that "made in the USA" matters. In 1991, many companies used patriotic appeals and promotions to express their support of American troops in the Gulf War and to ride the wave of national pride and patriotism that followed.
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	Click here to read about another way in which changing views of organizations and society can affect marketing.
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People's Views of Nature
People vary in their attitudes toward the natural world. Some feel ruled by it, others feel in harmony with it, and still others seek to master it. A long-term trend has been people's growing mastery over nature through technology and the belief that nature is bountiful. More recently, however, people have recognized that nature is finite and fragile, that it can be destroyed or spoiled by human activities.

Love of nature is leading to more camping, hiking, boating, fishing, and other outdoor activities. Business has responded by offering more products and services catering to these interests. Tour operators are offering more wilderness adventures, and retailers are offering more fitness gear and apparel. Food producers have found growing markets for "natural" products such as natural cereal, natural ice cream, and health foods. Marketing communicators are using appealing natural backgrounds in advertising their products.

People's Views of the Universe

Finally, people vary in their beliefs about the origin of the universe and their place in it. Although most Americans practice religion, religious conviction and practice have been dropping off gradually through the years. Some futurists, however, have noted a renewed interest in spirituality, perhaps as a part of a broader search for a new inner purpose. People have been moving away from materialism and dog-eat-dog ambition to seek more permanent values—family, community, earth, faith—and a more certain grasp of right and wrong.

"Americans are on a spiritual journey," observes one expert, "increasingly concerned with the meaning of life and issues of the soul and spirit. The journey can encompass religion, but it is much more likely to take the form of . . . 'spiritual individualism.' " This new spiritualism affects consumers in everything from the television shows they watch and the books they read to the products and services they buy. "Since consumers don't park their beliefs and values on the bench outside the marketplace," adds the expert, "they are bringing this awareness to the brands they buy. Tapping into this heightened sensitivity presents a unique marketing opportunity for brands."35
	Responding To The Marketing Environment


Someone once observed, "There are three kinds of companies: those who make things happen; those who watch things happen; and those who wonder what's happened."36 Many companies view the marketing environment as an uncontrollable element to which they must adapt. They passively accept the marketing environment and do not try to change it. They analyze the environmental forces and design strategies that will help the company avoid the threats and take advantage of the opportunities the environment provides.

Other companies take an environmental management perspective.37 Rather than simply watching and reacting, these firms take aggressive actions to affect the publics and forces in their marketing environment. Such companies hire lobbyists to influence legislation affecting their industries and stage media events to gain favorable press coverage. They run advertorials (ads expressing editorial points of view) to shape public opinion. They press lawsuits and file complaints with regulators to keep competitors in line, and they form contractual agreements to better control their distribution channels.

Often, companies can find positive ways to overcome seemingly uncontrollable environmental constraints. For example:

Cathay Pacific Airlines . . . determined that many travelers were avoiding Hong Kong because of lengthy delays at immigration. Rather than assuming that this was a problem they could not solve, Cathay's senior staff asked the Hong Kong government how to avoid these immigration delays. After lengthy discussions, the airline agreed to make an annual grant-in-aid to the government to hire more immigration inspectors—but these reinforcements would service primarily the Cathay Pacific gates. The reduced waiting period increased customer value and thus strengthened [Cathay's competitive advantage].38 
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	Responding to the marketing environment also involves identifying and capturing new markets. Consider one example
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Marketing management cannot always control environmental forces. In many cases, it must settle for simply watching and reacting to the environment. For example, a company would have little success trying to influence geographic population shifts, the economic environment, or major cultural values. But whenever possible, smart marketing managers will take a proactive rather than reactive approach to the marketing environment.

Key Terms
baby boom 

The major increase in the annual birthrate following World War II and lasting until the early 1960s. The "baby boomers," now moving into middle age, are a prime target for marketers. 

cultural environment 

Institutions and other forces that affect society's basic value perceptions, preferences, and behaviors. 

demography 

The study of human populations in terms of size, density, location, age, gender, race, occupation, and other statistics. 

echo boomers 

The generation born between 1977 and 1994, the children of the baby boomers now numbering 72 million. 

economic environment 

Factors that affect consumer buying power and spending patterns. 

Engel's laws 

Differences noted over a century ago by Ernst Engel in how people shift their spending across food, housing, transportation, health care, and other goods and services categories as family income rises. 

environmental management perspective 

A management perspective in which the firm takes aggressive actions to affect the publics and forces in its marketing environment rather than simply watching and reacting to them. 

macroenvironment 

The larger societal forces that affect the microenvironmentdemographic, economic, natural, technological, political and cultural forces. 

marketing environment 

The actors and forces outside marketing that affect marketing management's ability to develop and maintain successful transactions with its target customers. 

marketing intermediaries 

Firms that help the company to promote, sell, and distribute its goods to final buyers; they include resellers, physical distribution firms, marketing service agencies, and financial intermediaries. 

microenvironment 

The forces close to the company that affect its ability to serve customersthe company, suppliers, marketing channel firms, customer markets, competitors, and publics. 

natural environment 

Natural resources that are needed as inputs by marketers or that are affected by marketing activities. 

political environment 

Laws, government agencies and pressure groups that influence and limit various organizations and individuals in a given society. 

public 

Any group that has an actual or potential interest in or impact on an organization's ability to achieve its objectives. 

technological environment 

Forces that create new technologies, creating new product and market opportunities.

