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FOREWORD

According to Alvin Toffler, human civilization can be divided
into three waves of the economy. The first wave is the Agri-
culture Age, in which the most important capital is the land
for agriculture. My country, Indonesia, is undoubtedly rich in
this type of capital. The second is the Industrial Age following
the Industrial Revolution in England and the rest of Europe.
The essential kinds of capital in this age are machines and the
factory. The third era is the Information Age, where mind, in-
formation, and high tech are the imperative types of capital to
succeed. Today, as humanity embraces the challenge of global
warming, we are moving toward the fourth wave, which is ori-
ented to creativity, culture, heritage, and the environment. In
leading Indonesia, this is my future direction.

When I read this book, I could see that marketing is also
moving toward the same direction. Marketing 3.0 relies heav-
ily on the marketers’ ability to sense human anxieties and
desires, which are rooted in creativity, culture, heritage, and
the environment. This is even more relevant for Indonesia be-
cause the country is known for its diversity in culture and
heritage. Indonesia is also a very values-driven country. Spir-
ituality has always been the central part of our lives.

I am happy with the examples in the book of success-
ful multinational companies that support Millenium Devel-
opment Goals for reducing poverty and unemployment in de-
veloping countries. I believe that public-private partnership
has always been a strong fundamental for economic growth,
especially in a developing country. This book is also very
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supportive for my mission to shift poor people at the bottom
of the pyramid in Indonesia to the middle of the pyramid. It
also supports the nation’s efforts to preserve the environment
as our strongest asset.

In summary, I am proud to have two renowned marketing
gurus putting their energy and effort into writing a book for
a better world. Congratulations for Philip Kotler, Hermawan
Kartajaya, and Iwan Setiawan for this mind-stimulating book.
I hope that anyone who reads this book will be encouraged to
make a difference in the world we are living in.

—Susilo Bambang Yudhoyono
President of the Republic of Indonesia



PREFACE

The world is going through a period of rapid and wrenching
changes. The recent financial meltdown has unfortunately in-
creased the level of poverty and unemployment, developments
that are now being fought with stimulus packages around the
world to restore confidence and economic growth. In addition,
climate change and rising pollution are challenging countries
to limit the release of carbon dioxide into the atmosphere, but
at the cost of imposing a higher burden on business. Further-
more, the rich countries of the West are now experiencing a
much slower rate of growth, and economic power is rapidly
shifting to countries in the East that are experiencing higher
rates of growth. And finally, technology is shifting from the
mechanical world to the digital world—the Internet, comput-
ers, cell phones, and social media—which is having a pro-
found impact on the behavior of producers and consumers.
These and other changes will require a major rethink-
ing of marketing. The concept of marketing can be seen as
the balancing concept to that of macroeconomics. Whenever
the macroeconomic environment changes, so will consumer
behavior change, and this will lead marketing to change.
Over the past 60 years, marketing has moved from being
product-centric (Marketing 1.0) to being consumer-centric
(Marketing 2.0). Today we see marketing as transforming once
again in response to the new dynamics in the environment.
We see companies expanding their focus from products to
consumers to humankind issues. Marketing 3.0 is the
stage when companies shift from consumer-centricity to
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human-centricity and where profitability is balanced with cor-
porate responsibility.

We see a company not as a sole and self-sustaining oper-
ator in a competitive world but as a company that operates
with a loyal network of partners—employees, distributors,
dealers, and suppliers. If the company chooses its network
partners carefully, and their goals are aligned and the re-
wards are equitable and motivating, the company and its part-
ners combined will become a powerful competitor. To achieve
this, the company must share its mission, vision, and values
with its team members so that they act in unison to achieve
their goals.

We describe in this book how a company can market its
mission, vision, and values to each of its major stakeholders.
The company gets its profits by creating superior value for its
customers and stakeholder partners. We hope that the com-
pany views its customers as its strategic starting point and
wants to address them in their full humanity and with atten-
tion to their needs and concerns.

The book is structured into three key parts. In Part I, we
summarize the key business trends that shape the human-
centric marketing imperative and lay the foundation for Mar-
keting 3.0. In Part II, we show how the company can market
its corporate vision, mission, and values to each of its key
stakeholders—consumers, employees, channel partners, and
shareholders. In Part III, we share their thoughts on several
key implementations of Marketing 3.0 for solving global is-
sues such as wellness, poverty, and environmental sustain-
ability and how corporations can contribute by implement-
ing the human-centric business model. Finally, the Epilogue
chapter summarizes the 10 key ideas of Marketing 3.0 with
select examples of companies that embrace the concept in
their business model.

NOTE ON THE ORIGIN OF THIS BOOK

The idea of Marketing 3.0 was first conceptualized in Asia
back in November 2005 by a group of consultants at
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MarkPlus, a Southeast Asian-based marketing services firm
led by Hermawan Kartajaya. After two years of co-creation to
enhance the concept, Philip Kotler and Hermawan Kartajaya
launched the draft manuscript at the 40th anniversary of the
Association of Southeast Asian Nations (ASEAN) in Jakarta.
The only G-20 member in Southeast Asia, Indonesia is a na-
tion where human centricity and the character of spiritual-
ity overcome the challenges of diversity. The president of the
United States, Barack Obama, spent four years of his early
education in Indonesia to learn about the human centricity
of the East. Marketing 3.0 was born and shaped in the East,
and we are honored to have a Foreword by Susilo Bambang
Yudhoyono, President of the Republic of Indonesia.

Iwan Setiawan, one of the MarkPlus consultants who initi-
ated the concept, collaborated with Philip Kotler at Northwest-
ern University’s Kellogg School of Management—one of the
world’s top business schools in the West—to enhance the rel-
evance of Marketing 3.0 with the emergence of the new world
economic order and the rise of the digital world.
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CHAPTER ONE

Welcome to
Marketing 3.0

WHY MARKETING 3.0?

Over the years, marketing has evolved through three stages
that we call Marketing 1.0, 2.0, and 3.0. Many of today’s mar-
keters still practice Marketing 1.0, some practice Marketing
2.0, and a few are moving into Marketing 3.0. The greatest
opportunities will come to marketers practicing 3.0.

Long ago, during the industrial age—when the core tech-
nology was industrial machinery—marketing was about sell-
ing the factory’s output of products to all who would buy
them. The products were fairly basic and were designed to
serve a mass market. The goal was to standardize and scale
up to bring about the lowest possible costs of production so
that these goods could be priced lower and made more afford-
able to more buyers. Henry Ford’s Model T automobile epito-
mized this strategy; said Ford: “Any customer can have a car
painted any color that he wants so long as it is black.” This
was Marketing 1.0 or the product-centric era.

Marketing 2.0 came out in today’s information age—where
the core is information technology. The job of marketing is
no longer that simple. Today’s consumers are well informed
and can easily compare several similar product offerings. The

3
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product value is defined by the consumer. Consumers dif-
fer greatly in their preferences. The marketer must segment
the market and develop a superior product for a specific tar-
get market. The golden rule of “customer is king” works well
for most companies. Consumers are better off because their
needs and wants are well addressed. They can choose from a
wide range of functional characteristics and alternatives. To-
day’s marketers try to touch the consumer’s mind and heart.
Unfortunately, the consumer-centric approach implicitly as-
sumes the view that consumers are passive targets of mar-
keting campaigns. This is the view in Marketing 2.0 or the
customer-oriented era.

Now, we are witnessing the rise of Marketing 3.0 or the
values-driven era. Instead of treating people simply as con-
sumers, marketers approach them as whole human beings
with minds, hearts, and spirits. Increasingly, consumers are
looking for solutions to their anxieties about making the glob-
alized world a better place. In a world full of confusion, they
search for companies that address their deepest needs for so-
cial, economic, and environmental justice in their mission,
vision, and values. They look for not only functional and emo-
tional fulfillment but also human spirit fulfillment in the prod-
ucts and services they choose.

Like consumer-oriented Marketing 2.0, Marketing 3.0 also
aims to satisfy the consumer. However, companies practicing
Marketing 3.0 have bigger missions, visions, and values to
contribute to the world; they aim to provide solutions to ad-
dress problems in the society. Marketing 3.0 lifts the concept
of marketing into the arena of human aspirations, values, and
spirit. Marketing 3.0 believes that consumers are complete
human beings whose other needs and hopes should never be
neglected. Therefore, Marketing 3.0 complements emotional
marketing with human spirit marketing.

In times of global economic crisis, Marketing 3.0 gains
more relevance to the lives of the consumers as they are im-
pacted more by rapid social, economic, and environmental
change and turbulence. Diseases become pandemics, poverty



Welcome to Marketing 3.0 5

increases, and environmental destruction is under way. Com-
panies practicing Marketing 3.0 provide answers and hope
to people confronting such issues and, therefore, touch con-
sumers at a higher level. In Marketing 3.0, companies differ-
entiate themselves by their values. In turbulent times, this
differentiation is arguably a strong one.

Table 1.1 summarizes the comparison of Marketing 1.0,
2.0, and 3.0 from comprehensive viewpoints.

To understand Marketing 3.0 better, let us examine the
rise of three major forces that shape the business landscape
toward Marketing 3.0: the age of participation, the age of glob-
alization paradox, and the age of creative society. Observe how
these three major forces transform consumers to be more col-
laborative, cultural, and human spirit-driven. Understanding
this transformation will lead to a better understanding of Mar-
keting 3.0 as a nexus of collaborative, cultural, and spiritual
marketing.

THE AGE OF PARTICIPATION AND
COLLABORATIVE MARKETING

Technological advances have brought about huge changes in
consumers, markets, and marketing over the past century.
Marketing 1.0 was initiated by production technology devel-
opment during the Industrial Revolution. Marketing 2.0 came
into being as a result of information technology and the Inter-
net. Now, new wave technology becomes the major driver for
the birth of Marketing 3.0.

Since early 2000, information technology has penetrated
the mainstream market and further developed into what is
considered the new wave technology. New wave technology
is technology that enables connectivity and interactivity of
individuals and groups. New wave technology consists of
three major forces: cheap computers and mobile phones, low-
cost Internet, and open source.! The technology allows in-
dividuals to express themselves and collaborate with others.
The emergence of new wave technology marks the era that
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Scott McNealy, Chairman of Sun Microsystems, declared as
the age of participation. In the age of participation, people cre-
ate news, ideas, and entertainment as well as consume them.
New wave technology enables people to turn from being con-
sumers into prosumers.

One of the enablers of new wave technology is the rise of
social media. We classify social media in two broad categories.
One is the expressive social media, which includes blogs,
Twitter, YouTube, Facebook, photo sharing sites like Flickr,
and other social networking sites. The other category is the
collaborative media, which includes sites such as Wikipedia,
Rotten Tomatoes, and Craigslist.

Expressive Social Media

Let us examine the impact of expressive social media on mar-
keting. In early 2008, Technorati found 13 million active blogs
around the world.? As with readership of print media, reader-
ship of blogs varies among countries. Unlike in Japan where
74 percent of Internet users read blogs, only around 27 per-
cent of Internet users in the United States read blogs. Al-
though the readership is low, 34 percent of blog readers in
the United States are influencers. As a result, U.S. blogs stim-
ulate follow-up actions by 28 percent of their readers.® Seth
Godin, a well-known marketer, runs a popular web site that
offers a new idea every day to influence thousands of people
who have elected to receive his feed.

Another popular form of blogging, and one of the fastest
growing forms of social media is Twitter. From April 2008 to
April 2009, the number of Twitter users has grown 1,298
percent.* The microblogging site allows members to broad-
cast tweets of 140 characters or fewer to their followers. It
is considered much simpler than blogging because users can
easily send tweets from handheld devices such as iPhones and
Blackberrys. Through Twitter, users can share their thoughts,
their activities, and even their moods with friends or fans. Ac-
tor Ashton Kutcher reportedly hit the 1 million followers mark
on Twitter, beating out even CNN.
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Many of the blogs and tweets are personal where a per-
son shares news, opinion, and ideas with chosen others. An-
other set of blogs and tweets are set up by persons who want
to comment on the news or offer opinions and small essays
on anything crossing their minds. Other bloggers or twitter-
ers might comment on companies and products, supporting
them or criticizing them. An angry blogger or twitterer with a
widespread audience has the potential to dissuade many con-
sumers from wanting to do business with a particular com-
pany or organization.

The popularity of blogging and twittering has reached the
corporate world. IBM, for example, encourages its employees
to create their own blogs where they can talk freely about their
company as long as they adhere to certain guidelines. Another
example is General Electric, which established a Tweet Squad,
a group of young employees who train older employees to use
social media.

People are also creating short video clips and sending
them to YouTube for the world to see. Many are aspiring film-
makers who hope their creativity will be recognized and lead
to broader opportunities. Other video clips are prepared by
organizations to enlist support for or against some cause or
activity. Still other video clips are prepared by companies
to dramatize their products and service offerings. One high-
profile campaign on YouTube was Marc Ecko’s Air Force One
hoax. To demonstrate its affinity for graffiti art, the clothing
company made a video that showed a couple of youngsters
spraying the words “Still Free” on Air Force One. It later ad-
mitted that the plane on the video was not Air Force One and
it just wanted to create a pop-culture sensation as part of its
brand-building efforts on YouTube.

As social media becomes increasingly expressive, con-
sumers will be able to increasingly influence other con-
sumers with their opinions and experiences. The influence
that corporate advertising has on shaping buying behavior
will diminish accordingly. In addition, consumers are get-
ting more involved in other activities such as video games,
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watching DVDs, using the computer, and they are watching
fewer ads.

Because social media is low-cost and bias-free, it will be
the future for marketing communications. Connections be-
tween friends on social networking sites such as Facebook
and MySpace can also help companies gain insights into the
market. Researchers at IBM, Hewlett-Packard, and Microsoft
are mining social networking data to do profiling and design
better communication approaches for their employees and

consumers.?

Collaborative Social Media

Consider also collaborative social media that applies open
sourcing. A decade ago, people knew that software could
be open sourced and developed collaboratively. People knew
Linux. However, no one considered that this kind of col-
laboration could be applied to other industries. Who would
have imagined an encyclopedia that anyone can edit like
Wikipedia?

Wikipedia’s content is contributed to by vast numbers of
people who volunteer their time to create entries on countless
topics for this community-built encyclopedia. By mid-2009,
Wikipedia had developed 235 active language editions with
more than 13 million articles (2.9 million in English).6 Com-
pare this with We Are Smarter than Me, a book written by
thousands of people. The book is an example of collaboration
in traditional book publishing.” Another example is Craigslist,
which aggregates and displays millions of classified ads for
free, posing a threat to newspapers that sell advertising space.
Owned partly by eBay, the site also becomes the marketplace
for a large number of communities placing ads to sell and buy
various items.

Collaboration can also be the new source of innovation.
In Open Business Models, Chesbrough explained how compa-
nies can use crowdsourcing to find new ideas and solutions.®
A company called InnoCentive broadcasts research and
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development challenges and solicits the best solutions. It wel-
comes companies that wish to find solutions to their prob-
lems (solution seekers) and also individuals, scientists, and
researchers who can propose solutions to the problems (prob-
lem solvers). Once the best solution is found, InnoCentive will
ask the solution seeker to give a cash incentive to the problem
solver. Like Wikipedia and Craigslist, InnoCentive becomes a
marketplace that facilitates collaboration. This mass collabo-
ration phenomenon is described by Tapscott and Williams in
their book, Wikinomics.®

The growing trend toward collaborative consumers has
affected business. Marketers today no longer have full con-
trol over their brands because they are now competing with
the collective power of consumers. This growing trend of con-
sumers taking over the job of marketers is what Wipperfarth
anticipated in Brand Hijack.'!°© Companies must now collabo-
rate with their consumers. Collaboration begins when market-
ing managers listen to the consumers’ voices to understand
their minds and capture market insights. A more advanced
collaboration takes place when consumers themselves play
the key role in creating value through cocreation of products
and services.

Trendwatching, a large trend research network, summa-
rizes consumers’ motivation for product co-creation. Some
consumers enjoy demonstrating their abilities in value-
creation for everyone to see. Some consumers want to tai-
lor a product or service to their specific lifestyles. Sometimes,
consumers target reward money given by companies for co-
creation efforts. Others see co-creation as an opportunity to
secure employment. There are also people who undertake
cocreation just for fun.!!

Procter & Gamble (P&G) is known for its connect and de-
velop strategy, which replaces its traditional research and de-
velopment approach. The P&G model resembles a starfish,
which, according to Brafman and Beckstrom, is a good
metaphor for companies of the future because it has no head
and is more like groups of cells working together.!2 The open
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innovation program leverages P&G’s network of entrepreneurs
and suppliers around the world to provide fresh and innova-
tive product ideas. The program contributes around 35 per-
cent of P&G’s revenue.'® Some of the well-known products
invented through connect and develop include Olay Regener-
ist, Swiffer Dusters, and the Crest SpinBrush. The program
proves that collaboration can work in industries other than
information technology.

Besides helping companies to develop products, con-
sumers can also contribute ideas for advertising. Consider
the “Free Doritos” advertisement. The user-generated ad won
the top spot at the 21st Annual USA Today Super Bowl
Ad Meter, defeating ads made by professional agencies. The
victory proved that user-generated content can often reach
consumers better because it is more relevant and more
accessible.

This increase in consumer participation and collaboration
is examined in The Future of Competition.'* Authors Praha-
lad and Ramaswamy argue that consumer roles are chang-
ing. Consumers are no longer isolated individuals, rather
they are connected with one another. In making decisions,
they are no longer unaware but are informed. They are no
longer passive but are active in giving useful feedback to
companies.

Therefore marketing evolved. In the first stage, market-
ing was transaction oriented, focused on how to make a sale.
In the second stage, marketing became relationship oriented,
how to keep a consumer coming back and buying more. In
the third stage, marketing has shifted to inviting consumers
to participate in the company’s development of products and
communications.

Collaborative marketing is the first building block of
Marketing 3.0. Companies practicing Marketing 3.0 aim to
change the world. They cannot do it alone. In the interlinked
economy, they must collaborate with one another, with
their shareholders, with their channel partners, with their
employees, and with their consumers. Marketing 3.0 is a
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collaboration of business entities with similar sets of values
and desires.

THE AGE OF GLOBALIZATION PARADOX
AND CULTURAL MARKETING

Besides the impact of technology on shaping new consumer
attitudes toward Marketing 3.0, another major force has been
globalization. Globalization is driven by technology. Informa-
tion technology enables the exchange of information among
nations, corporations, and individuals around the world,
while transportation technology facilitates trade and other
physical exchange in global value chains. Like technology,
globalization reaches everyone around the world and creates
an interlinked economy. But unlike technology, globalization
is a force that stimulates counterbalance. In search of the
right balance, globalization often creates paradoxes.

Consider the year 1989, which symbolized the rise of
the globalization paradox. In 1989, the Chinese government
used its military strength to put down a protest in Tianan-
men Square. A series of pro-democracy demonstrations led by
students, intellectuals, and labor activists resulted in a mili-
tary crackdown that left between 400 and 800 civilians dead
and between 7,000 and 10,000 injured. In the same year in
Europe, another historical event occurred. The Berlin Wall,
which had separated West Germany from East Germany,
was knocked down, laying to rest a tangible symbol of the
Cold War. David Hasselhoff, standing on the Berlin Wall, per-
formed his popular song “Looking for Freedom.” The two 1989
events are paradoxical events. The Tiananmen Square event
marked the fall of the pro-democracy movement in China,
which halted movement toward freedom, while the disman-
tling of the Berlin Wall represented the beginning of a new
world of freedom and democracy. Globalization liberates but
at the same time puts pressure on nations and people around
the world.
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Consider, also, the two opposing views of Thomas Fried-
man and Robert Samuelson, representing globalization and
nationalism, respectively. On the one hand, Friedman argued
in The World Is Flat'® that the world is now without borders.
The flow of goods, services, and people can move seamlessly
because of cheap transportation and information technology.
On the other hand, Samuelson argued in his article, “The
World Is Still Round,”!® that national borders will remain be-
cause they are driven by politics and psychology. Globaliza-
tion levels the playing field for nations around the world, but
at the same time it threatens them. Consequently, countries
will defend their national markets against globalization. In
other words, globalization provokes nationalism.

Globalization is indeed full of paradoxes. We can list at
least three macro paradoxes that arise as a result of global-
ization. First, while democracy is finding more global roots,
the new, nondemocratic superpower, China, grows in power.
China has become the world’s factory and holds a key role in
the global economy. Despite the growing influence of democ-
racy in the world, the cash-rich nation proves that capitalism
does not require democracy. Globalization may open up the
economy but not the politics. The political landscape remains
national. This is the political paradox of globalization.

Second, globalization calls for economic integration but
does not create equal economies. As Joseph Stiglitz argued
in Globalization and Its Discontents, the processes of priva-
tization, liberalization, and stabilization have been misman-
aged, and therefore many third world countries and former
Communist states are actually worse off now than they were
before. Economically, globalization appears to hurt as many
countries as it helps. Even within the same nation, unequal
wealth distribution exists. Today, there are millions of afflu-
ent people around the world. India has more than 50 billion-
aires. The average CEO in the United States earns 400 times
that of the average employee. Unfortunately, there are still
more than 1 billion people in the world who live in the state of
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extreme poverty and subsist on less than $1 a day. This is the
economic paradox of globalization.

Third, globalization creates not a uniform but a diverse
culture. In 1996, Benjamin Barber wrote Jihad vs. McWorld:
How Globalism and Tribalism Are Reshaping the World in
which he asserts that there are two axial and opposing prin-
ciples of our age: tribalism and globalism.!” In 2000, in
The Lexus and the Olive Tree: Understanding Globalization,'8
Thomas Friedman wrote about the clash of the globaliza-
tion system, symbolized by the Lexus, and ancient forces of
culture, geography, tradition, and community symbolized by
the olive tree. Globalization creates universal global culture
while at the same time strengthens traditional culture as a
counterbalance. This is the sociocultural paradox of global-
ization, which has the most direct impact on individuals or
consumers.

This list of paradoxes is far from exhaustive—there are
a lot more than three paradoxes—but it is sufficient to de-
scribe why consumer behavior changes in globalization and
why Marketing 3.0 is required to capture the trends. Thanks
to technology, these globalization paradoxes, especially the
sociocultural paradox, influence not only nations and cor-
porations but also individuals. Individuals have started to
feel the pressure of becoming global citizens as well as lo-
cal citizens. As a result, many people are anxious and carry
conflicting intertwined values in their minds. Especially in
times of economic turbulence, anxiety increases. Many peo-
ple blame globalization as the cause of the global economic
crisis.

Author Charles Handy suggests that people should not try
to solve these paradoxes but rather try to manage them.!®
To do that, people reach for a sense of continuity in their
lives. People search for connection with others. People begin
to blend into their local community and society. Yet a sense of
direction is also essential in times of paradox as people start
to join together to support social causes such as Habitat for
Humanity or the Sierra Club. In this case, globalization has
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a positive impact on our lives. Paradoxes lead to a greater
awareness and concern about poverty, injustice, environ-
mental sustainability, community responsibility, and social
purpose.

A major effect of these paradoxes of globalization is that
companies are now competing to be seen as providing conti-
nuity, connection, and direction. According to Holt, cultural
brands aim to resolve paradoxes in society. They can address
social, economic, and environmental issues in the society. Be-
cause they address the collective anxieties and desires of a
nation, cultural brands often have high equity.2°

Cultural brands need to be dynamic because they tend
to be relevant only at a certain period of time when certain
contradictions are evident in the society. Therefore, cultural
brands should always be aware of new emerging paradoxes
that are changing over time. In the 1970s, Coca-Cola created
an advertisement featuring the song, “I'd Like to Teach the
World to Sing.” At that time, it was relevant because U.S. so-
ciety was divided in its support of the Vietnam War. Today, it
would no longer be as relevant, although people will always
remember the cultural campaign.

To develop such a culturally relevant campaign, marketers
must understand something about anthropology and sociol-
ogy. They should be able to recognize cultural paradoxes that
might not be obvious. This is difficult to do because cultural
paradoxes are not something that people typically talk about.
Consumers who are affected by cultural campaigns are a ma-
jority but they are the silent majority. They sense the para-
doxes but do not confront them before a cultural brand ad-
dresses them.

Sometimes cultural brands provide answers to antiglobal-
ization movements. Marc Gobé argued in Citizen Brand that
ordinary people perceive themselves to be powerless against
global companies that show a disregard for both their local
communities and the environment.?! This stimulates an anti-
consumerism movement against these global corporations. It
also indicates that people are longing for responsible brands
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that are responsive to consumers and work to make the world
a better place. These brands are citizen brands that address
the public’s interest in good versus bad in their approach to
marketing. Cultural brands are sometimes national brands
that try to address the preferences of consumers who are
against negative global culture, represented by global brands,
and who look for alternative brands.?? Cultural brands play
the role of the good guys against global brands—the bad
guys. These brands promote nationalism and protectionism
because they aim to become the cultural icons for the local
society.

Cultural brands tend to be relevant only to certain soci-
eties. But this does not mean that global brands cannot be
cultural brands. Some well-known global brands are consis-
tently building their cultural brand status. For example, Mc-
Donald’s positions itself as the icon of globalization. It tries to
create the perception that globalization is the symbol of peace
and collaboration. It is available to almost everyone in the
world. In The Lexus and the Olive Tree, Friedman introduced
the Golden Arches Theory of Conflict Prevention, which holds
that countries with McDonald’s restaurants have never gone
to war with each other. Later, in The World Is Flat, Friedman
changed the theory into the Dell Theory of Conflict Prevention,
which stated that no countries within Dell’s supply chain had
gone to war with each other. Instead, they are collaborating
to form a supply chain for global society. As a result, Dell is
increasingly replacing McDonald’s as the icon of globalization.

Another example is The Body Shop, known as a paragon
of social equality and justice. Globalization normally does not
factor in social justice in its strategy. Globalization applauds
the winners in costs and competencies. The strong minor-
ity will thrive but the weak majority will strive. This creates
a sense of social injustice and became the key theme that
The Body Shop is addressing. People perceive that The Body
Shop seeks to promote social equality—something that is of-
ten neglected in the globalized world. Although sometimes
considered anticapitalist or antiglobalization, The Body Shop
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philosophy is, in fact, in favor of global marketplaces. It be-
lieves that justice can only be accomplished through global
businesses.

Cultural marketing is the second building block of Mar-
keting 3.0. Marketing 3.0 is an approach that addresses con-
cerns and desires of global citizens. Companies practicing
Marketing 3.0 should understand community issues that re-
lates to their business.

Fortunately, the concept of the public’s interest is now
foreshadowed in the new definition of marketing created by
the American Marketing Association in 2008, which reads:
“Marketing is the activity, set of institutions, and processes
for creating, communicating, delivering, and exchanging of-
ferings that have value for consumers, clients, partners, and
society at large.”?® By adding “society,” the new definition rec-
ognizes that marketing has large-scale impacts beyond what
happens in the private dealings of individuals and companies.
It also shows that marketing is now ready to address the cul-
tural implications of globalization.

Marketing 3.0 is marketing that puts cultural issues at
the heart of a company’s business model. In later chapters,
we will elaborate on ways a company practicing Marketing
3.0 demonstrates its concern for the communities around it:
communities of consumers, employees, channel partners, and
shareholders.

THE AGE OF CREATIVE SOCIETY
AND HUMAN SPIRIT MARKETING

The third force that brings forth Marketing 3.0 is the rise of
creative society. People in creative society are right-brainers
who work in creative sectors such as science, art, and pro-
fessional services. This type of society, according to Daniel
Pink’s A Whole New Mind, is the highest level of social devel-
opment in human civilization.?* Pink portrays human evolu-
tion from the primitive hunter, farmer, and blue-collar worker
who rely on their muscle and who then evolve into white-collar
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executives who rely on their left brain and finally progress to
artists who rely on their right brain. Technology is once again
the primary driver of this evolution.

Research suggests that although the number of creative
people is much smaller than the number of working class
people, their role in society is increasingly dominant. They
are mostly innovators who create and use new technologies
and concepts. In the collaborative world influenced by new
wave technology, they are the hubs who connect consumers
with one another. They are the most expressive and collab-
orative consumers who make the most use of social media.
They influence the overall society with their lifestyles and atti-
tudes. Their opinions toward the globalization paradoxes and
issues in the society shape the opinions of others. As the most
advanced members of society, they favor collaborative and
cultural brands. As pragmatists, they criticize brands that
have negative social, economic, and environmental impacts on
people’s lives.

Around the world, creative society is growing. In The Rise
of the Creative Class,?® Richard Florida presents evidence that
people in the United States are beginning to work and live like
creative scientists and artists. His research reveals that for
the past few decades, the investment, output, and workforce
in the creative sector in the United States had risen signifi-
cantly. In The Flight of the Creative Class, he describes how he
extended his research to other parts of the world and found
that European countries also have a high creativity index,
which measures creative development of a nation based on
its advancement in technology, talent, and tolerance.26 In ad-
vanced nations, creative people are the backbone of the econ-
omy. Regions with a cluster of creative people have shown
more growth in the past.

Florida’s findings do not mean that creativity only belongs
to advanced nations. In The Fortune at the Bottom of the Pyra-
mid, Prahalad explained how creativity can also sprout in
poorer societies. He described several examples of how cre-
ativity emerges in response to social issues in rural areas.
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Hart and Christensen made similar arguments showing
that disruptive innovations often occur among low income
markets.?” Creative low-cost technology often appears in poor
countries where the need is to solve problems. India, a place
where poverty is a chronic issue, manages to become the
world’s back office with an abundance of creative technology
enthusiasts.

According to Zohar,?® creativity makes human beings dif-
ferent from other living creatures on earth. Human beings
with creativity shape their world. Creative people constantly
seek to improve themselves and their world. Creativity ex-
presses itself in humanity, morality, and spirituality.

As the number of creative people increases in developed
and developing countries, human civilization is getting closer
to its culmination. One of the key characters of an advanced
and creative society is that people believe in self-actualization
beyond their primal needs for survival. They are expressive
and collaborative cocreators. As complex humans, they be-
lieve in the human spirit and listen to their deepest desires.

Consider the classic Maslow pyramid depicting the hierar-
chy of needs. Abraham Maslow showed that humankind has
levels of needs that must be met, from survival (basic needs),
safety and security, belonging and social, esteem (ego), up to
self-actualization (meaning). He also found that the higher
needs cannot be met before those below them are met. The
pyramid became the root of capitalism. However, in Spiritual
Capital,?® Zohar revealed that Maslow, a creative worker him-
self, before he died regretted what he had said earlier and felt
his pyramid ought to have been upside down. The inverted
pyramid would then place the fulfillment of self-actualization
as a prime need of all human beings.

Creative people are, in fact, strong believers in the inverted
Maslow pyramid. The definition of spirituality as “the valuing
of the nonmaterial aspects of life and intimations of an en-
during reality” really finds its relevance in creative society.3°
Scientists and artists often abandon material fulfillment in
pursuit of self-actualization. They seek beyond what money
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can buy. They search for meaning, happiness, and spiritual
realization. Their material fulfillment often comes last as a
reward for their achievement. Julia Cameron in The Artist’s
Way elaborates on the life of a creative artist as a unified pro-
cess of creativity and spirituality.3! Spirituality and creativity
are similar in the mind of an artist. Creativity spurs spiritu-
ality. Spiritual need is humanity’s greatest motivator, which
unleashes deeper personal creativity.

The rise of the creative scientists and artists, conse-
quently, changes the way human beings see their needs and
desires. Spirituality is increasingly replacing survival as a
prime need of human beings, as observed by Gary Zukav in
The Heart of the Soul.3? Nobel Prize-winning economist Robert
William Fogel asserted that society today is increasingly in
search of spiritual resources on top of material fulfillment.33

As a result of this growing trend in society, consumers are
now not only looking for products and services that satisfy
their needs but also searching for experiences and business
models that touch their spiritual side. Supplying meaning is
the future value proposition in marketing. The values-driven
business model is the new killer app in Marketing 3.0. The
findings of Melinda Davis in her Human Desire Project affirm
this argument. She found that psychospiritual benefits are
indeed the most essential need of consumers and perhaps the
ultimate differentiation a marketer can create.?*

How can companies embed values in their business mod-
els? Richard Barrett found that corporations can mount lev-
els of spirituality that resemble those of humans. He found
that the human level of spiritual motivation can be adapted
into corporate missions, visions, and values.3® However, we
have seen many companies that simply put the values of good
corporate citizenship in the mission, vision, and values with-
out really practicing them in business. We have also observed
many companies that undertake socially responsible actions
as public relations gestures. Marketing 3.0 is not about com-
panies doing public relations. It is about companies weaving
values into their corporate cultures.
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Like creative people, companies should think about their
self-actualization beyond material objectives. They must un-
derstand what they are and why they are in business. They
should know what they want to become. All these should be
in the corporate mission, vision, and values. Profit will result
from consumers’ appreciation of these companies’ contribu-
tions to human well-being. This is spiritual or human spirit
marketing from a company’s point of view. This is the third
building block of Marketing 3.0.

MARKETING 3.0: COLLABORATIVE,
CULTURAL, AND SPIRITUAL

In summary, the era of Marketing 3.0 is the era where mar-
keting practices are very much influenced by changes in con-
sumer behavior and attitude. It is the more sophisticated
form of the consumer-centric era where the consumer de-
mands more collaborative, cultural, and spiritual marketing
approaches. (See Figure 1.1.)

The Age of Participation
and Collaborative

Technology Marketing

The Age of Globalization
Paradox and Cultural
Marketing

Political- Economy Socio-
legal culture

Market The Age of Creative

Society and Human Spirit
Marketing

Figure 1.1 Three Changes that Lead to Marketing 3.0
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Table 1.2 Building Blocks of Marketing 3.0

Building Blocks Why?

What to Offer

Content Collaborative The Age of Participation
Marketing (the Stimulus)

Context Cultural Marketing The Age of Globalization

Paradox (the Problem)
How to Offer Spiritual Marketing The Age of Creativity (the
Solution)

New wave technology facilitates the widespread dissemi-
nation of information, ideas, and public opinion that enable
consumers to collaborate for value creation. Technology drives
globalization of the political and legal, economy, and social
culture landscape, which creates cultural paradoxes in the
society. Technology also drives the rise of the creative market,
which is more spiritual in viewing the world.

As consumers become more collaborative, cultural, and
spiritual, the character of marketing also transforms. Ta-
ble 1.2 summarizes the three building blocks of Marketing
3.0. In the next chapters, we will elaborate on Marketing 3.0
in greater detail including how to apply it to various commu-
nities of stakeholders and how to translate it into a company’s
business model.
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CHAPTER TWO

Future Model for
Marketing 3.0

THE PAST 60 YEARS OF MARKETING:
A BRIEF RETROSPECT

Marketing has been one of the most exciting subjects in the
business world during the past six decades. In a nutshell,
marketing has revolved around three major disciplines: prod-
uct management, customer management, and brand manage-
ment. In fact, marketing concepts evolved from a focus on
product management in the 1950s and 1960s to a focus on
customer management in the 1970s and the 1980s. It then
evolved further and added the discipline of brand manage-
ment in the 1990s and the 2000s. The continuous adaptation
of marketing concepts to different eras of human lives is what
keeps it exciting.

Ever since Neil Borden coined the infamous “marketing-
mix” term in the 1950s and Jerome McCarthy introduced
the four Ps in the 1960s, marketing concepts have under-
gone significant transformation while adapting to the chang-
ing environment.! The manufacturing sector was the center
of the U.S. economy in the postwar 1950s and continued to
soar during the 1960s. In such an environment, it was logical
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to see the development of marketing concepts simply focused
on the product management discipline.

Marketing was initially viewed as just one of several im-
portant functions supporting production, along with finance
and human resources. The key function of marketing was
to generate demand for products. McCarthy’s four Ps con-
cisely explained the generic practices of product management
in those days: develop a product, determine the price, do
the promotion, and set up the place of distribution. As busi-
ness was on the upswing during those two decades, nothing
more was needed from marketing other than those tactical
guidelines.

It all suddenly changed when the U.S. economy—and the
Western economy in general—was hit by oil shock-driven
stagflation in the 1970s. The economy remained uncertain
throughout the 1980s because economic growth had mostly
migrated to developing countries in Asia. Generating demand
during these turbulent and uncertain times was harder and
required more than just the four Ps. Demand was scarce.
Some products were launched to compete with one an-
other to win buyers. Over the course of these two decades,
consumers became smarter buyers. In consumers’ minds,
many products were seen as commodities because they had
no distinct positioning. The changing environment forced
marketing professionals to think harder and create better
concepts.

More Ps—people, process, physical evidence, public opin-
ion, and political power—joined the original four Ps.? How-
ever, the classic model of Marketing 1.0 remained tactical in
nature. Perhaps the downswing was a blessing in disguise,
as marketing finally gained prominence during this period
of low demand. To stimulate demand for products, market-
ing evolved from a purely tactical to a more strategic level.
Marketers realized that to effectively generate demand, “cus-
tomer” should replace “product” at the heart of all market-
ing activities. The customer management discipline, including
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strategies such as segmentation, targeting, and positioning
(STP), was introduced. At this point, marketing was no longer
only tactical. As it focused more on the customers than on
the products, marketing became strategic. Since then, the de-
velopment of the four Ps has always been preceded by the
development of the STP. The introduction of the strategic mar-
keting model marked the birth of modern marketing. This was
the origin of Marketing 2.0.

In Chapter 1, we argued that 1989 was the tipping point
for globalization. Many paradoxical events occurred in that
particular year. The year 1989 proved to be the tipping point
for marketing as well. The personal computer had entered the
mainstream and the Internet was born as a strong comple-
ment in the early 1990s. The networking of computers was
accompanied by the networking of humans. Network comput-
ing enabled more human-to-human interaction and facilitated
the spread of word-of-mouth information sharing. It made in-
formation ubiquitous and no longer scarce. Consumers be-
came well connected and thus well informed.

To embrace these changes, marketers around the world
expanded the concept of marketing to focus on human
emotions. They introduced new concepts such as emotional
marketing, experiential marketing, and brand equity. To gen-
erate demand, it was no longer enough to target the cus-
tomer's mind with the classic positioning model. It was
necessary to target the customer’s heart as well. The market-
ing concepts that emerged in the 1990s and the 2000s mostly
reflected the brand management discipline.

Looking back, we can see that the marketing discipline
passed through several stages with an exploding number
of new concepts. Figure 2.1 shows the main concepts that
appeared in each of the decades since the 1950s. Clearly
the dynamism of marketing and its practitioners’ ceaseless
determination to develop new ways to understand the chang-
ing markets, customers, competitors, and collaborators gave
birth to new understandings and tools.
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THE FUTURE OF MARKETING:
HORIZONTAL NOT VERTICAL

The future of marketing will be partly shaped by current de-
velopments and partly by long run forces. In recent years,
companies around the world have experienced the deepest re-
cession since the Great Depression of the 1930s. The major
fault was overly loose credit extended in the form of mort-
gages, credit cards, and commercial and residential loans to
persons and organizations that could not repay their debts.
The culprits were banks, greedy investors, speculators, and
junk bond dealers. When the financial bubble burst and
housing values nosedived, both the poor and the rich be-
came poorer. Customers cut their spending and shifted their
spending to cheaper brands and products. This was disas-
trous for the U.S. economy where 70 percent of the GDP
was made up of consumer spending. Companies laid off
many of their workers and unemployment rose from 5 to
10 percent.

The new Obama administration immediately arranged for
billions of stimulus dollars to help prop up the economy. It
wanted to avoid more corporate implosions like the ones that
destroyed Bears Stearns and Lehman Brothers and nearly
wiped out AIG, General Motors, and others. The stimulus
came just in time and stabilized the situation in mid-2009
without promising much of a recovery; at best, it promised a
very slow recovery.

The question is whether consumers in the new decade be-
ginning in 2010 will spend more cautiously than they did in
the past. The preceding lifestyle of “buy now, pay later” is less
likely to reoccur, partly because of government plans to regu-
late credit more tightly and partly because of consumer fears
and risk aversion. Consumers may want to save more for
another rainy day. If spending remains low, then economic
growth will be slow, each reinforcing the other. This means
that marketers will have to work harder than ever to separate
consumers from their dollars.
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Marketing 1.0 and 2.0 will still have some relevance. Mar-
keting is still about developing segmentation, choosing the
target segment, defining the positioning, providing the four Ps,
and building brand around the product. However, the changes
in the business environment—recession, climate concerns,
new social media, consumer empowerment, new wave tech-
nology, and globalization—will continue to create a massive
shift in marketing practices.

New marketing concepts always emerge as a reaction to
the changing business environment. A recent McKinsey &
Company research report lists 10 trends in business fol-
lowing the financial crisis of 2007-2009.2 One major trend
reveals that the market in which businesses operate is in-
creasingly turning into a low-trust environment. The Chicago
Booth /Kellogg School Financial Trust Index shows that most
Americans have the least trust toward large corporations in
which they can invest their money. The vertical distrust goes
both ways. Financial institutions have also stopped giving
credit to consumers.

Today, trust exists more in horizontal relationships than
in vertical relationships. Consumers believe one another more
than they believe in companies. The rise of social media
is simply a reflection of the migration of consumers’ trusts
from companies to other consumers. According to Nielsen
Global Survey, fewer consumers rely on company-generated
advertising.* Consumers turn to word of mouth as a new and
credible form of advertising they can trust. Around 90 percent
of consumers surveyed trust recommendations from people
they know. Moreover, 70 percent of consumers believe in cus-
tomer opinions posted online. The research by Trendstream/
Lightspeed Research interestingly shows that consumers
trust strangers in their social network more than they trust
experts.

All these research findings serve as an early warning for
corporations that consumers in general have lost their faith
in business practices. Some may argue that this is a busi-
ness ethics issue and way beyond the reach of marketers.
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Unfortunately, marketing is partly responsible for this. Mar-
keting is considered the same as selling, using the art of per-
suasion, and even some manipulation. Even after the birth of
modern marketing, which aims to serve consumers, market-
ing often continues to make exaggerated claims about product
performance and differentiation in order to make a sale.

Read the following anecdote about Exxon Mobil a few
decades ago—now a company that topped the 2009 Fortune
500 list.

Back in the early 1980s, Exxon Oil Co. held an employee con-
ference to announce its new “core values.” Number one on the
list was the simple statement, “The customer comes first.” That
evening, division executives discussed the values statement over
dinner. One brash young rising star, a fellow named Monty, pro-
posed a toast. “I just want you to know,” he began, “that the
customer does not come first.” Monty pointed at the president of
the division. “He comes first.” He named the European president.
“He comes second.” He named the North American president.
“He comes third.” Monty rattled off four more senior executives
of the division, all of whom were in the room. “The customer,”
he concluded, “comes eighth.” A stunned silence overtook the
room before one of the executives smiled, and the gathered group
burst out into hysterical laughter. It was the first truth spoken
all day.®

It happened a long time ago but we can easily find similar
stories today. Many marketers should confess that deep in
their hearts consumers are never their top priority. Marketing
may be responsible for the decline in consumers’ trust but
it also has the biggest chance to solve this issue. After all,
marketing is the managerial process that is the closest to the
consumers.

We believe it is time to put an end to the marketer-
consumer dichotomy. Marketers of any product or service
should realize that they are also consumers of other prod-
ucts and services. Consumers should also be aware that
they might practice marketing as well in their daily lives to
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Table 2.1 The Future of Marketing

The Disciplines Future Marketing
of Marketing Today’s Marketing Concept Concept

Product The Four Ps (product, price, Cocreation
Management place, promotion)

Customer STP (segmentation, Communitization
Management targeting, and positioning)

Brand Brand building Character building
Management

convince their fellow consumers. Everyone is both marketer
and consumer. Marketing is not just something marketers do
to consumers. Consumers are marketing to other consumers
as well.

We see that marketing concepts over the past 60 years
are mostly vertical. To regain the consumers’ trust is to em-
brace what we call “the new consumer trust system.” The
new consumer trust system is horizontal. Consumers today
gather in their own communities, cocreate their own products
and experiences, and only look outside of their community for
admirable characters. They are skeptical because they know
that good characters are scarce outside their communities.
But once they find one, they will instantly be loyal evangelists.

To succeed, companies should understand that con-
sumers increasingly appreciate cocreation, communitization,
and characters (see Table 2.1). Let us examine these three
things that we predict will be the three cornerstones of future
marketing practices.

Cocreation

Cocreation is a term coined by C.K. Prahalad that describes
the new approach to innovation. Prahalad and Krishnan in
The New Age of Innovation observed the new ways of creating
product and experience through collaboration by companies,
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consumers, suppliers, and channel partners interconnected
in a network of innovation.® A product experience is never a
product experience by itself. It is the accumulation of individ-
ual consumer experiences that creates the most value for the
product. When individual consumers experience the product,
they personalize the experience according to their own unique
needs and wants.

We observe three key processes of cocreation. First, com-
panies should create what we call a “platform,” which is a
generic product that can be customized further. Secondly, let
individual consumers within a network customize the plat-
form to match their own unique identities. Finally, ask for
consumer feedback and enrich the platform by incorporat-
ing all the customization efforts made by the network of con-
sumers. This practice is common in the open source approach
of software development and we believe its application can be
stretched to other industries as well. This is how companies
should take advantage of the cocreation happening in the con-
sumers’ horizontal network.

Communitization

Technology not only connects and propels countries and com-
panies toward globalization but also connects and propels
consumers toward communitization. The concept of commu-
nitization is closely related to the concept of tribalism in mar-
keting. In Tribes, Seth Godin argued that consumers want to
be connected to other consumers not to companies.” Compa-
nies that want to embrace this new trend should accommo-
date this need and help consumers connect to one another
in communities. Godin argued that succeeding in business
requires the support of communities.

According to Fournier and Lee, consumers can organize
into communities of pools, webs, or hubs.® Consumers in
pools share the same values although they do not necessar-
ily interact with one another. The only thing keeping them
together is their belief and strong affiliation to a brand. This
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type of community is a typical group of brand enthusiasts that
many companies should nurture. Consumers in webs, on the
other hand, interact with one another. This is a typical so-
cial media community where the bond is rooted in one-to-one
relationships among the members. Consumers in hubs are
different. They gravitate around a strong figure and create a
loyal fan base. The classification of community is consistent
with Godin’s argument that consumers are either connected
to one another (webs), to a leader (hubs), or to an idea (pools).
Godin, Fournier, and Lee all agree that communities exist not
to serve the business but to service the members. Companies
should be aware of this and participate in serving the mem-
bers of the communities.

Character Building

For brands to be able to connect with human beings, brands
need to develop an authentic DNA that is the core of their
true differentiation. This DNA will reflect the brand’s identity
in consumers’ social networks. Brands with unique DNAs will
have their characters built up throughout their lives. Achiev-
ing differentiation is already hard for marketers. Achieving
authentic differentiation is even harder.

In their new book, Authenticity,® Pine and Gilmore argue
that when today’s consumers view a brand, they can and
will immediately judge whether it is fake or real. Companies
should always try to be real and deliver experiences that live
up to what they claim. They should not try to only appear real
in the advertising or they will instantly lose credibility. In the
horizontal world of consumers, losing credibility means losing
the whole network of potential buyers.

SHIFT TO HUMAN SPIRIT: THE 3i MODEL

In Marketing 3.0, companies need to address consumers as
whole human beings. According to Stephen Covey, a whole
human has four basic components: a physical body, a mind
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capable of independent thought and analysis, a heart that can
feel emotion, and a spirit—your soul or philosophical center.!°

In marketing, the concept of being relevant to the con-
sumer’s mind began with Al Ries and Jack Trout’s classic
book Positioning.!! They argued that the idea of the product
must be positioned meaningfully and uniquely in the mind of
the target customers. Thus, the marketers of the Volvo auto-
mobile were extremely successful in planting the idea in the
mind of automobile buyers that Volvo offered the most safety
of any car.

But later, we began to recognize that the emotional com-
ponent of the human psyche was being neglected. Targeting
the mind is no longer enough. Marketers should also target
the hearts of consumers. The concept of emotional market-
ing has been described in several books such as Experiential
Marketing by Bernd Schmitt, Emotional Branding by Marc
Gobé, and Lovemarks by Kevin Roberts, to name a few.!?

Great examples of emotional marketing were achieved by
marketers such as Howard Schultz of Starbucks, Richard
Branson of Virgin, and Steve Jobs of Apple. Starbucks’ con-
cept of “third place for drinking coffee,” Virgin's “unconven-
tional marketing,” and Apple’s “creative imagination” are the
implementations of emotionally relevant marketing. These ef-
forts were aimed at our emotional hearts, which bear our
feelings.

Marketing will need to evolve to a third stage where it ad-
dresses the spirit of the consumers. Marketers should try to
understand the anxieties and desires of the consumers and
do what Stephen Covey calls “unlock the soul’s code” in order
to stay relevant. Companies should target consumers as
whole human beings who consist of minds, hearts, and spir-
its. The point is not to overlook the spirit.

In 3.0, marketing should be redefined as a consonant
triangle of brand, positioning, and differentiation.!® To com-
plete the triangle, we introduce the 3i: brand identity, brand
integrity, and brand image. In the horizontal world of con-
sumers, brand is useless if it only articulates its positioning.
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Figure 2.2 The 3i Model

The brand may have a clear identity in consumers’ minds but
not necessarily a good one. Positioning is a mere claim that
alerts consumers to be cautious of an inauthentic brand. In
other words, the triangle is not complete without the differ-
entiation. Differentiation is the brand’s DNA that reflects the
true integrity of the brand. It is a solid proof that a brand
is delivering what it promises. It is essentially about deliver-
ing the promised performance and satisfaction to your cus-
tomers. Differentiation that is synergetic to the positioning
will automatically create a good brand image. Only a complete
triangle is a credible one in Marketing 3.0 (see Figure 2.2).
Brand identity is about positioning your brand in the
minds of the consumers. The positioning should be unique
for your brand to be heard and noticed in the cluttered mar-
ketplace. It should also be relevant to the rational needs
and wants of the consumers. On the other hand, brand in-
tegrity is about fulfilling what is claimed through the po-
sitioning and differentiation of the brand. It is about being
credible, fulfilling your promise, and establishing consumers’
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trust in your brand. The target of brand integrity is the spirit
of the consumers. Finally, brand image is about acquiring a
strong share of the consumer’s emotions. Your brand value
should appeal to consumers’ emotional needs and wants be-
yond product functionalities and features. You can see that
the triangle is intended to be relevant to whole human beings
with minds, hearts, and spirits.

Another essential takeaway from this model is that in
Marketing 3.0, marketers should target consumers’ minds
and spirits simultaneously to touch their hearts. Positioning
will trigger the mind to consider a buying decision. A brand
requires an authentic differentiation for the human spirit to
confirm the decision. Finally, the heart will lead a consumer
to act and make the buying decision.

For example, S.C. Johnson & Son, Inc., positioned itself as
“the sustainable five-generation family company that special-
izes in home care consumer products.” The differentiation lies
in the sustainable business model. The term “bottom of the
pyramid”—referring to people earning less than $1 a day—has
been very popular since C.K. Prahalad wrote Fortune at the
Bottom of the Pyramid, a book about serving the poor as a
profitable and sustainable business.'* However, it was S.C.
Johnson & Son that pioneered the practice of serving the bot-
tom of the pyramid in various markets such as Kenya. For the
last few years, S.C. Johnson & Son has been a key partner in
the development of the bottom of the pyramid protocol with
Stuart L. Hart, author of Capitalism at the Crossroads. There-
fore, the corporate brand has the integrity to be positioned
as the sustainable five-generation family company (see Figure
2.3).

Timberland is another good example of a company with a
solid brand integrity. It is positioned as “the good outdoor-
inspired footwear and apparel company” (Figure 2.4). The
company supports its positioning with a solid differentiation.
It is well-known for its “Path of Service,” the community volun-
teer service program that involves employees of Timberland.
The differentiation is already proven since it stands the test of
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time. In 1994, the company’s net profits fell from $22.5 million
to $17.7 million. The following year, sales stayed stagnant,
and the company posted an earnings loss for the very first
time. Many people predicted that the Path of Service program
would be eliminated under such circumstances. But Timber-
land’s leaders believed that community volunteer service is
an integral part of the corporate DNA that makes the brand
different and authentic. Therefore, the program continues to
this day.!®

The 3i model is also very relevant for marketing in the
context of social media. In the era of consumer empowerment
led by abundant information and networked communities, a
consonant brand-positioning-differentiation is all you need.
There is no chance for inauthentic brands to survive when
word-of-mouth becomes the new advertising medium and
consumers believe strangers within their community more
than they believe companies. Lies and hoaxes exist in social
media but they will be exposed quickly by the collective wis-
dom of the community of consumers.

In social media, a brand is like a member. The brand
identity (that is, your avatar) is rated by accumulation of
experience within the community. One bad experience will
spoil your brand integrity and destroy your brand image in
the community. Every social media user knows this. Social
media elites guard their characters relentlessly. Marketers
should beware of and embrace this trend. Do not enforce too
much control over the community of consumers and let them
do the marketing for you. Just be true to your brand DNA.
Marketing 3.0 is the era of horizontal communication where
vertical control will not work. Only honesty, originality, and
authenticity will.

SHIFT TO VALUES-DRIVEN MARKETING

Marketers need to identify the anxieties and desires of the
consumers to be able to target their minds, hearts, and
spirits. In the globalization paradox, the generic anxiety and
desire of the consumers is to make their society—and the
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world at large—a better, perhaps even an ideal place to live.
Therefore, companies that intend to be icons should share the
same dream with consumers and make a difference.

Some companies are making a difference by means of
corporate philanthropy for a social or environmental cause.
According to the book Compassionate Capitalism, corporate
philanthropy is a great way for companies to start building
a good business.!® First, it makes the corporate leaders pas-
sionate about a social cause and therefore encourages them
to donate personal and/or corporate money to it. Second, the
company starts to realize that corporate philanthropy has
marketing value. However, these two starting points very of-
ten fail. Companies that take the first approach usually fail
to incorporate philanthropy as part of the corporate DNA. The
ones that take the second approach usually have difficulty in
maintaining commitment. Many companies would have diffi-
culty justifying what Timberland did when it maintained the
volunteer program during tough times. Moreover, companies
can fall into a trap of being inauthentic—doing good activities
just to make a sale.

Mission, Vision, and Values

To include good deeds in a corporate culture and main-
tain commitment, the best approach is to embed them into
the company’s mission, vision, and values. Corporate leaders
need to think about these statements as the corporate DNA.
Look at the inspiring story of Fetzer Vineyards under the lead-
ership of Paul Dolan.'” Dolan realized that to make Fetzer
Vineyards an admirable company that demonstrates the best
practice of sustainability as well as a proud member of the
community, the commitment needs to start at the corporate
level, so that all employees take it seriously.

The late Peter Drucker also once argued that starting with
a mission may be the first lesson business can learn from
successful nonprofits.'® Drucker argued that successful busi-
nesses do not start their planning with financial returns. They
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start with the performance of their mission. Financial returns
will come as results.

Some people define mission as a statement that expresses
the business your company is in. In a dynamic business en-
vironment, the definition of business scope can change very
fluidly. Therefore, we prefer to define a mission in more en-
during terms as your company’s reason for being; it reflects
the company’s basic purpose for existence. A company should
characterize its mission as fundamentally as possible, as it
will determine the sustainability of the company.

Inspired by a famous principle of Charles Handy, we sym-
bolize a company’s mission with a doughnut.!® The doughnut
principle basically says that life is like an inverted doughnut,
in which the hole is on the outside and the dough is in the
middle. In the doughnut view of life, the core is fixed and
the bounded space around the core is flexible. The company’s
mission is the core that cannot be changed. The operations
and business scope of the company are flexible but should be
aligned with the core.

While mission is firmly rooted in the past when the com-
pany was established, vision is about inventing the future.
Vision can be defined as a picture of the desirable future state
of the company. It explains what the company aspires to be-
come and achieve. To define this, a company needs to create
a mental picture of the future given the definition of the cor-
porate mission. We symbolize it by a compass that guides a
company to its future state.

On the other hand, values can be considered as “a cor-
poration’s institutional standards of behavior.”?° Because
companies generally follow the same values cycle, they are
symbolized as a wheel. Values articulate a set of corporate pri-
orities and management attempts to embed them in its prac-
tices, which it hopes will reinforce behaviors that benefit the
company and communities inside and outside the firm, and
which in turn strengthen the institution’s values.

In summary, a values-based matrix should also be intro-
duced where, on one axis, the company strives to occupy
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Figure 2.5 Values-Based Matrix (VBM) Model

the minds, hearts, and spirits of current and future cus-
tomers. The other axis takes into account the company’s
mission, vision, and values (Figure 2.5). While delivering per-
formance and satisfaction to the customers at the product
level is essential, at the highest level, a brand ought to be seen
as realizing emotional aspirations and practicing compassion
in some form. It must not only promise ProfitAbility and
ReturnAbility to current and future shareholders, but also
SustainAbility. It must also become a brand that is better,
different, and that makes a difference to current and future
employees.

For example, S.C. Johnson & Son embeds its commitment
to social and environmental sustainability in the mission, vi-
sion, and values of the company (Figure 2.6). With the mission
of “contributing to the community well-being as well as sus-
taining and protecting the environment,” S.C. Johnson & Son
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Figure 2.6 Values-Based Matrix of S.C. Johnson

satisfies consumers by providing various products, realizes
aspirations by inviting customer participation in sustaining
the environment, and practices compassion by targeting the
base of the pyramid market.

The company has the vision to be the world leader in deliv-
ering innovative solutions to meet human needs through sus-
tainable principles. The achievement of the vision is marked
by profitable growth and several awards presented to the com-
pany. It also releases a public report to share its achievement
in the area of sustainability.

The values of S.C. Johnson & Son are rooted in the con-
cept of the triple bottom line: economic value, environmental
health, and social progress. To target the minds, hearts, and
spirit of current and future employees, the company uses the
triple bottom line concept. By saying that the company’s fun-
damental strength lies in its people, it targets the mind. To
target the heart, the company hires mothers and was dubbed
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one of the 100 best companies for working mothers. By offer-
ing the opportunity to do what’s right for the environment and
social sustainability, the company targets the spirit.

Consider the Timberland example. Timberland has a sim-
ple mission of making its products better (Figure 2.7). It de-
livers customer satisfaction through its quality products and
fosters emotional experiences through store design, for exam-
ple. To target the spirit, it includes the mission as a tagline.

Timberland has the vision to be the twenty-first-century
example of a socially responsible corporation around the
world. It shows a remarkable achievement for its vision over
the past years and can use the achievement to market the
company to shareholders. Rationally, the vision is shown by
the profit growth the company is enjoying. Emotionally, it is
shown by the impressive stock performance. Spiritually, it is
shown by the Sustainability Key Performance Indicators.

For its employees, Timberland builds the values of hu-
manity, humility, integrity, and excellence. It demonstrates
these values to the employees through various efforts. The
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most important one is the Path of Service, which provides the
opportunity for employees to practice the values.

MARKETING 3.0: THE MEANING OF MARKETING
AND THE MARKETING OF MEANING

By closely examining the 3i model you will see the new mean-
ing of marketing in 3.0. Marketing in its culmination will be
a consonance of three concepts: identity, integrity, and im-
age. Marketing is about clearly defining your unique iden-
tity and strengthening it with authentic integrity to build a
strong image.

Marketing 3.0 is also about the marketing of meaning em-
bedded in the corporate mission, vision, and values. By defin-
ing marketing in this manner, we wish to elevate the state of
marketing further into being a major player in the designing
of the company’s strategic future. Marketing should no longer
be considered as only selling and using tools to generate de-
mand. Marketing should now be considered as the major hope
of a company to restore consumer trust.
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CHAPTER THREE

Marketing the Mission
to the Consumers

CONSUMERS ARE THE NEW BRAND OWNERS!

Remember 1985’s New Coke story? In less than three months,
New Coke was withdrawn from the market due to consumer
backlash.! The backlash was not at all about the new taste.
In the mid-1980s, Coca-Cola was already part of the pop cul-
ture in the United States. Consumers felt a bond with the
brand and its infamous secret formula. The New Coke ru-
ined the bond and thus, consumers rejected the new product
launch. In Canada, it was a different case. New Coke was well-
accepted because Coca-Cola did not have iconic status there.
In the United States, it was a costly flop but Coca-Cola could
by then be sure that consumers were guarding the brand.

In the contemporary world of the twenty-first century,
the scene repeated. This time, it happened to IKEA, the af-
fordable Scandinavian-design furniture retailer. In 2009, in
a cost-saving move, IKEA changed the official font from the
stylish custom-Futura to the functional Verdana.? Consumers
reacted with outrage and the conversation spread widely on
Twitter. Again, consumers tried to guard the brand they had
bonded with. Social media helped in spreading the complaints
faster and wider.

51
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When the New Coke case happened, many marketing pun-
dits believed that it was a case of product development failure.
The Coca-Cola management simply misinterpreted market
research findings and therefore misunderstood consumers’
needs and wants. However, when a similar situation hap-
pened with IKEA, we can see that such backlashes are more
than just launch failures. When a brand’s mission is suc-
cessfully implanted in consumers’ minds, hearts, and spirits,
the brand is owned by the consumers. The real mistake both
companies made was that they did not understand their own
brand mission as well as their consumers did.

Coca-Cola is a symbol of American happiness. The brand
popularized the happy portrayal of Santa Claus in the 1930s.
The 1971 song “I'd Like to Teach the World to Sing” taught
Americans to be happy in turbulent times. The mystery sur-
rounding the original formula was considered the secret of
happiness. Coca-Cola later launched the “Open Happiness”
campaign in 2009, but in the 1980s it was a well-guarded
secret. Coca-Cola was even withdrawn from India in 1977 to
guard the secret from the Indian government. For Coca-Cola,
New Coke was about creating a new taste to win the cola war
against Pepsi. But for consumers, it tampered with the se-
cret behind the icon of their happiness. Good news for Coca-
Cola: their consumers strongly believed in the brand mission
of happiness.

IKEA, too, is an icon. It is a symbol of a smart, stylish
lifestyle. Before IKEA, affordable furniture meant functional
furniture with no touch of style. IKEA changed all that. For
IKEA, affordability means self-service and self-assemble fur-
niture but with great design. The IKEA brand mission: making
stylish furniture affordable for smart consumers. The change
to the Verdana font might have improved affordability, but
it killed the stylish design factor. Altogether, it was not a
good move, especially for consumers who adore the righteous
brand mission so much. For IKEA, it was a significant cost
savings considering the ubiquity of the Verdana font. For con-
sumers, it was a betrayal of their beliefs and knocked off the
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idea that they are really smart buyers. Again, business con-
sideration was misaligned with the brand mission.

These two cases serve as examples of a very important
message: in Marketing 3.0, you don’t really own your brands
once they are successful. Companies embracing Marketing
3.0 have to live with the fact that exerting control over the
brand is almost impossible. The brands belong to their con-
sumers. The brand mission is now their mission. What com-
panies can do is align their actions with the brand mission.

GOOD MISSION DEFINED

Brand mission is not as easy as it seems to craft. It is diffi-
cult to summarize why your brand should exist in one simple
statement, especially if you want it to be both groundbreaking
and not wishy-washy. If you have difficulty stating your brand
mission, you are not alone. Jack and Suzy Welch conducted
an annual two-day seminar for three consecutive years with
about 100 CEOs. To their surprise, 60 percent of the CEOs
admitted they did not have a corporate mission statement.
For the rest who did, their mission statements were mostly
drawn from templates and full of meaningless jargon.3

The official web site of Scott Adams’ Dilbert once had an
Automatic Mission Statement Generator that enabled users to
craft mission statements by combining random bits of busi-
ness jargon. Using the generator, you could develop thou-
sands of mission statements that sounded ridiculous. This
is one example: “It is our job to continually foster world-class
infrastructures as well as to quickly create principle-centered
sources to meet our consumers’ needs.”* The generator is
no longer available online but you would not want to use
it anyway.

In this book, we will not offer you new templates or a new
jargon generator. Our goal is to show you the key character-
istics that make a good brand mission (see Figure 3.1). In
Marketing 3.0, creating a good mission means introducing
a new business perspective that can transform the lives of
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Figure 3.1 Three Characteristics of a Good Mission

consumers. We call it “Business as Unusual,” borrowing the
well-known phrase from the late Anita Roddick, founder of
The Body Shop. We also believe there is always a good story
behind a good mission. Therefore, spreading the mission to
consumers involves a story that moves people. An unusual
idea embedded in a mission would have to reach mainstream
market adoption to make a significant impact. In other words,
realizing the mission requires consumer participation. Thus,
consumer empowerment is crucial.

Business as Unusual

To find an original and innovative business idea is the dream
of every start-up company. Harvard Business Review cre-
ates an annual list called the “Breakthrough Ideas” to report
innovative ideas circulating around the world. But, what we
really need is to find the ideas before they are known to be
breakthrough by others. That requires a capability known
as strategic foresight. This capability is rare and has always
been found in the visionary and charismatic leaders who in-
troduced great business ideas over the past decades (see Ta-
ble 3.1 for a nonexhaustive list of visionary leaders and how
they changed the conventional way of doing business). Their
personal mission and their brand mission are inseparable and
often the same. Visionary leaders are not necessarily innova-
tors and pioneers. In fact, leaders such as Herb Kelleher, Anita
Roddick, and even Bill Gates got their inspiration from other
companies. But they were the ones who made the idea bigger
and more meaningful to human lives.
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Those leaders who can make a huge impact from a small
idea are the ones who really make a difference. Day and
Schoemaker, who did extensive research on 119 global com-
panies, argued that in an interlinked economy, the “butter-
fly effect” exists.> A small change in one part of the world
can make big changes in other parts of the world. A business
leader who captures this small change might gain significant
advantage. To do this, leaders should not be operational lead-
ers who focus on internal organization. They should be open
for discovery and have outside-in mind-sets. Day and Schoe-
maker called these leaders “vigilant leaders”—the ones who
have high levels of awareness, alertness, and willingness to
undertake risky action based on small pieces of information.
Michael Maccoby called them “narcissistic leaders”: people
who have narcissistic personalities that allow them to make
bold decisions according to nonconsensus belief.®

We also put on our list that the brand missions are au-
thentic and reflect what Peter Drucker argued: Businesses
should start from a good mission.” Financial results come
second. Amazon.com earned its first profit in 2001, after
seven years of online existence.® Twitter has not even final-
ized its business model and is still not sure how to mone-
tize its service.® Mark Zuckerberg insisted in 2007 that his
focus was to build communities and not to exit and find a
buyer for Facebook—like many other online start-ups did.!°
Although the financial goal is not their prime interest, they
are all admirable brands with authentic missions and invest-
ment funds are lined up to support them.

Next, a good mission is always about change, transfor-
mation, and making a difference. Marketing 3.0 is about
changing the way consumers do things in their lives. When a
brand brings transformation, consumers will unconsciously
accept the brand as part of their daily lives. This is what
human spirit marketing is all about. In their book The Ex-
perience Economy, Pine and Gilmore argued that once the
experience economy matures, it is time for the transforma-
tion economy to emerge.!! We believe that the transformation
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economy—where a company’s offering is a consumer’s life-
transforming experience—is already on its way.

Brand missions do not have to be complicated and so-
phisticated. In fact, they should be simple to allow for flexible
business scoping. Look how visionary leaders pursue differ-
ent strategies to fulfill their mission. Steve Jobs did it with
the Mac, the iPod, and the iPhone, each influencing a differ-
ent industry. Jeff Bezos launched the Kindle after success-
fully building Amazon.com. Companies need to continually
rethink how to pursue their mission. To do that, they can-
not rely on their founders forever. They need leaders at all
levels. Some people argue that visionaries tend to be en-
trepreneurs. However, that should not discourage companies
from encouraging intrapreneurs with visionary capabilities.
General Electric has always been a benchmark for creating
leaders within its organization, according to Noel Tichy.'? The
company launched the four-day Leadership, Innovation, and
Growth (LIG) program in 2006 for top executives—specially
designed to help GE develop leaders for its business expan-
sion plans. According to GE CEO Jeff Immelt, the program is
essential to embed growth in GE’s corporate DNA, that is, its

corporate mission.!3

Story that Moves People

Robert McKee, a famous screenwriter, believes that there are
two distinct ways to convince people.!* The first one is to base
your ideas on a set of facts and numbers and engage peo-
ple in intellectual arguments. An alternative, which he thinks
is much more effective, is to write compelling stories around
the ideas and engage with people’s emotions instead. When
it comes to introducing a new product, Apple’s Steve Jobs al-
ways chooses the second route. In fact, we can consider him
as one of the master storytellers in business history. He al-
ways begins with a story. After the story is delivered, Jobs will
then speak about the features and the set of facts regarding
the product.
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In the fall of 1983, the young Jobs aired the infamous
“1984” commercial that would introduce the Macintosh to
select audiences. He told a compelling story as to why 1984
was a year of transformation for the computing industry. He
described the Macintosh as Apple’s counter to IBM’s attempt
to dominate the computing industry. He argued that Apple
was the only hope for dealers and consumers to avoid such
dominance and enjoy the freedom of choice. In 2001, he en-
gaged in another bit of brilliant storytelling. He introduced the
iPod. The reason for being of the iPod was to let people carry
the music libraries of their entire lives in their pockets. In
2007, he introduced the iPhone with the promise of transfor-
mation. The iPhone was portrayed as a revolutionary, smart,
and easy-to-use device that combines music, phone, and the
Internet. With his compelling stories, Steve Jobs has delivered
the mission of transformation for the computing, music, and
phone industries over the past 25 years.

But the stories that Jobs delivered were just the be-
ginning. The complete stories of the Apple brand are the
ones that have been continuously shaped in collaboration
by multiple writers: the employees, channel partners, and
most importantly the consumers. In the horizontal world, a
big part of the story surrounding a brand is from collec-
tive wisdom. As stories are passed on from one writer to
another, the stories are continuously rewritten. Companies
can never be sure about the final stories circulating in the
market. Hence, telling authentic stories in the beginning is
always best.

A brand story, according to Holt, has at least three ma-
jor components: character, plot, and metaphor.!® A brand
possesses great characters when it becomes the symbol of
a movement that addresses the problems in the society and
transforms people’s lives. This is Holt’s core theory about
cultural branding. Once a brand becomes identified with a
cultural movement, it becomes a cultural brand. For exam-
ple, The Body Shop is the symbol of social activism while Dis-
ney is a symbol of family ideals. Wikipedia is the symbol of
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collaboration, while eBay is the symbol of user governance.
In other words, a brand should promise business as unusual
and deliver cultural satisfaction.

To make the characters relevant to people’s lives, a good
story needs a plot. In Made to Stick, Chip and Dan Heath of-
fer three types of good story plots: challenge, connection, and
creativity.'® The story of David and Goliath is a classic ex-
ample of a challenge plot. In this type of plot, a brand plays
the role of a weaker protagonist that takes on the challenge
against a stronger opponent or difficult obstacle. The brand, of
course, wins at the end. The Body Shop makes a fine example
of a challenge plot as it brings the stories of farmers in devel-
oping countries who fight for fair trade. Plots you find in the
Chicken Soup book series are examples of connection plots.
In this type of plot, the brand is bridging the gaps that exist
in everyday lives: racial, age, gender, and so on. Social media
brands like Facebook use the connection plot to spread their
stories. The creativity plot, on the other hand, is typical of
television’s MacGyuver series, in which MacGyver always finds
a way to solve issues with his brilliance. Virgin is well known
for using this type of story with Richard Branson playing the
MacGyver character.

Most visionary leaders do not make up the stories. They
simply spot the available ones floating around in everyday
lives. Most stories are out there. That is what makes them
sound and feel so relevant. But of course, you need to be
sensitive to be able to capture the stories. To help you,
Gerald and Lindsay Zaltman offer a process to reveal the deep
metaphors.!” Deep metaphors are encoded unconsciously
in every human at a very young age. Using the Zaltman
Metaphor Elicitation Technique (ZMET), we can pull out
the metaphors to understand how to construct our stories
and how consumers are likely to respond to the stories.
Zaltman’s seven metaphors, which represent 70 percent of
all metaphors, are called the Seven Giants. They are balance,
transformation, journey, container, connection, resource, and
control.
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In ZMET, consumers are asked to collect pictures and
make a collage from those pictures. Through a systematic
probing of the collages with the interviewees who collected
them, we can interpret the deep metaphors embedded in the
collage. For example, people who unconsciously use the bal-
ance metaphor, might make an expression about “overweight”
when we probe their collage on diet or “equal employment”
when we probe their collage on job search. These insights
will be useful for companies whose mission it is to improve
consumer diet or promote employment diversity. Understand-
ing the sense of transformation that consumers have when
switching, for instance, to the environmentally-friendly Prius
during the Cash-for-Clunkers program, might be useful to
create stories for Toyota. Consumers who use the journey
metaphor, might, for instance, comment that “it is going to be
an uphill task to survive in crisis.” Understanding this helps
companies build brand stories in times of recession.

The container metaphor can symbolize either protection
or trap. People in impoverished rural areas see poverty as
the trap that seals them off from outside opportunities, while
senior employees see pension funds as the protection that
guarantees their future survival. Metaphors can help com-
panies understand the context in which consumers live. The
connection metaphor is about relationship. Companies can
reveal how consumers see other people in their networks.
Companies can find the meaning of friendship or being a fan
of one brand. Steve Jobs used the resource metaphor when
he told the story that the iPhone would enable people to have
the power of music, phone, and Internet in one device. The
iPhone was positioned as a resource for the consumers. In an
age of pandemics, consumers might express that they have
no control over the spreading of diseases. What they can con-
trol is their own immunity. This is an example of the control
metaphor.

Characters are central in a story. They symbolize how
the brand is perceived by the human spirit. A plot struc-
ture shows how the character navigates among the network
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of humans who will rewrite their own version of the story.
Metaphors are the unconscious process happening in the
human spirit. Stories with compatible metaphors will gain
relevancy and be perceived as truths by consumers. Stories
that move people have all three of these core components:
character, plot, and metaphor. Creating a good mission is a
giant step for companies. Spreading it through storytelling is
another.

Consumer Empowerment

Every year, Time compiles a list of the 100 most influential
people in the world. The list never ranks the 100 most fa-
mous names, at least not officially. However, Time allows on-
line readers to rank the list themselves. In the 2009 list, which
includes the likes of Barack Obama and the late Ted Kennedy,
the 21-year-old mysterious guy named “moot” is the champ.
The creator of 4chan.org, an influential image-based online
bulletin board, won the online poll way ahead of the others
with over 16 million votes. According to Time, his web site gets
13 million page views a day and 5.6 million visitors a month.

In the horizontal world, people like to empower lesser
known figures. They see the figure as a symbol of themselves:
consumers with less power among the corporate giants. Giv-
ing consumers a sense of empowerment is therefore crucial
in the pursuit of a brand mission. Show that the mission be-
longs to the consumers, and it is their responsibility to fulfill
the mission. It is not only about getting buy-in but also about
making an impact. Although the individual consumer is weak,
their collective power will always be bigger than the power of
any firm.

The value of consumers’ collective power is rooted in the
value of a network. The network may develop with one-to-one
relationships, one-to-many relationships, or many-to-many
relationships. When companies broadcast their brand stories
through advertising, in the consumer network, the stories are
spread one-to-one from one member to the other. Ethernet
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inventor Robert Metcalfe captured this in Metcalfe’s Law when
he argued that the power of a network of n members in a
one-to-one setting is equal to n2. However, Metcalfe’s Law un-
derestimates the power of networks when the relationship is
one-to-many or many-to-many, that is, when consumers are
having conversations with other consumers simultaneously.
This is captured by Reed’s Law, which is often used to explain
the social media phenomenon.!® According to Reed, the power
of a network in a many-to-many environment of n members
equals 2". Whenever n is greater than or equal to 5, the power
of the many-to-many network is always bigger than that of
the one-to-one network. This simple math is the central con-
cept of consumer empowerment.

A great example of consumer empowerment is Google’s
Project 10199, In celebration of its 10th birthday in September
2008, Google asked for ideas from consumers on how to help
others in eight categories: community, opportunity, energy,
environment, health, education, shelter, and everything else.
Google will sort out 100 finalists and ask the public to vote
for the best 20 ideas. The 5 best ideas selected by an advisory
board will earn a total of $10 million dollars for implemen-
tation. The best idea is the one that can help the most peo-
ple in the deepest way. Google takes advantage of the power
of the network while practicing consumer empowerment. The
response was immense and Google is still in the process of
selecting the finalists.!®

Even for low-consideration products such as consumer
packaged goods, consumer empowerment in realizing a mis-
sion is a trend.?? Colgate, a brand with a mission to make
people smile, is running a consumer empowerment program
called Smile. It encourages consumers to post photos of their
smiles and connect with others participating in the program.
Tide, a brand with a simple mission to clean clothes, has a
program called Loads of Hope that lets people help others
affected by disasters. Consumers can help Tide provide free
mobile laundromats to disaster sites in multiple ways from
making donations to volunteering.
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Consumer empowerment is the platform for consumer
conversation. Many-to-many conversation is what makes a
consumer network so powerful. A brand story has no mean-
ing when consumers are not talking about it. In Marketing
3.0, conversation is the new advertising. At Amazon.com it is
common for readers to write reviews of books and recommend
them to others. It is also common at eBay where people rate
buyers and sellers and leave comments that determine their
reputations. There is even a web site dedicated to reviews and
recommendations called Yelp, and it is localized to your neigh-
borhood. These are the early efforts to encourage consumer
conversations. In a conversation, consumers review and give
ratings to your brand and brand stories. Great reviews and
ratings will influence the network to accept the stories.

People who are familiar with Amazon.com and eBay know
that conversation can also be vicious as people can share
their opinions bluntly. Consumers will find loopholes in any
brand story. This type of consumer behavior poses a threat
to companies that treat brand mission as a public relations
tool or sales gimmick. But stories with strong integrity pose
no reason for worry. They will earn their credibility in the net-
work. Companies should not try to buy their way into con-
versation by sponsoring consumers to write bogus reviews.
Consumers will consider this manipulation. According to Pine
and Gilmore, companies that try to cheat on their consumers
will be dubbed phoniness-generating machines.?!

Conversation is not word-of-mouth or simply a recommen-
dation. Positive word-of-mouth is recommendation given by
delighted consumers. Frederick Reichheld offers a practical
tool called the Net Promoter Score to measure loyalty based on
the willingness of consumers to recommend a brand to their
networks.?? Because consumers who give recommendations
will risk their own reputations, only strong brands will show
high scores. It is a good measure of how active your brand is
in the network of consumers. A high score is good news be-
cause most consumers rely on recommendation as a reason
to buy. But it is not the complete story of conversation. Word
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of mouth is only one-to-one dialogue and it follows Metcalfe’s
Law. Conversation is many-to-many and it follows the more
accurate Reed’s Law.

Only brand stories that are talked about in the community
will take advantage of the full power of the consumer network.
A recent study by Wetpaint and the Altimeter Group showed
that the most engaged brands in social networks increased
their revenue by 18 percent.?® Conversation is so powerful
that brand stories remain strong even when the brand is
in trouble. Consider the Saab community. In early 2010, Saab
was in debt and its operations were about to be closed by
General Motors. However, the stories of the brand such as,
“how Saab saved my life,” “the ritual of flashing lights to
other Saab drivers,” and “Snaabery hierarchy” remain topics
of conversation.?* Stories about a brand can live longer than
the brand itself and create loyalty in consumers who see the
brand as an icon.

SUMMARY: PROMISE OF TRANSFORMATION,
COMPELLING STORIES, AND CONSUMER INVOLVEMENT

To market the company’s or product’s mission to consumers,
companies need to offer a mission of transformation, build
compelling stories around it, and involve consumers in ac-
complishing it. Defining a good mission starts with identi-
fying small ideas that can make a big difference. Remem-
ber that mission comes first and financial return comes
as a result. The best approach to spread the mission is
through storytelling. Telling stories around the mission is
about building character and plot based on metaphors. To
convince consumers that your stories are authentic, engage
them in conversation about your brand. Customer empow-
erment is the key to making a difference. These are the
three principles of marketing the mission to consumers: busi-
ness as unusual, a story that moves people, and customer
empowerment.
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CHAPTER FOUR

Marketing the Values
to the Employees

VALUES UNDER FIRE

The image of businesspeople has been greatly damaged in re-
cent years. Many consumers have lost trust in major corpo-
rations and in their executives. In a 2009 survey of the image
of different professions, only 16 percent of respondents said
they respect the integrity of business executives.! The sur-
vey further revealed that marketing-related professions such
as car salesmen and advertising executives were the least ad-
mired by the public. The most admired professions are the
ones that make a more personal difference in people’s lives
like teachers, doctors, and nurses.

The survey’s negative result is not surprising in light of
events in the recent decade. Since the early 2000s, a string
of corporate scandals has struck the business world. These
scandals made corporate values almost meaningless to con-
sumers and employees. Among the most prominent ones
were the scandals at WorldCom, Tyco, and Enron. The En-
ron scandal was an accounting fraud that led the company
into bankruptcy. Enron included unrealized gains into its in-
come statement that resulted in inflated earnings—a practice
known as mark-to-market accounting.
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In the best-selling book on the fall of Enron, The Smartest
Guys in the Room, you can read about the values of the com-
pany in 2000, a year before it went bankrupt.? Two of their
four values were respect and integrity. Unfortunately, Enron’s
leaders did not practice these values at all. It was apparent
that the accounting misconduct had been practiced for a long
time and that the leaders were aware of the risks. In fact, En-
ron was considered a “deeply dysfunctional workplace where
financial deception became almost inevitable.”3

A more recent case was insurance company AIG’s bonus
controversy in March 2009. Huge bonuses were paid to AIG’s
executives using taxpayer money that bailed the company
out of bankruptcy following the financial crisis. What makes
it particularly ugly for the company’s image is the fact that
two of AIG’s six corporate values—according to its Code of
Conduct—are respect and integrity.* Although the executives
finally returned the bonuses after a massive public outcry,
they were in no way practicing respect and integrity. To make
matters worse, AIG’s executives charged the company with
breaking trust with its employees. Jake DeSantis, an execu-
tive vice president of AIG, sent a resignation letter to the then
AIG’s CEO, Edward Liddy, that was also published in the New
York Times:

...we in the financial products unit have been betrayed by
AIG....I can no longer effectively perform my duties in this dys-
functional environment. ... You have now asked the current em-
ployees of AIG-FP to repay these earnings. As you can imagine,
there has been a tremendous amount of serious thought and
heated discussion about how we should respond to this breach
of trust. As most of us have done nothing wrong, guilt is not a
motivation to surrender our earnings.?

Clearly a company will take a beating from both the con-
sumers and its employees over a violation of corporate values.
Some employees are ignorant of their corporate values or
see them designed only for public relations. Some employees
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who really live up to the values are disappointed because
other employees ignore them. In these cases, companies are
not practicing Marketing 3.0. In Marketing 3.0, companies
must convince both their customers and their employees to
take their values seriously.

Employees are the most intimate consumers of the com-
pany’s practices. They need to be empowered with authentic
values. Companies need to use the same storytelling approach
with their employees that they use with their consumers.® The
use of metaphors that resonate with the human spirit works
for employees as well. However, storytelling to employees is
harder because it is about staging authentic and consistent
employment experience. One misaligned action will spoil the
entire story. Consumers can identify an inauthentic brand
mission easily. Imagine how much easier it is for employees
to spot fake values internally.

Privately-held companies usually have better chances at
building strong values. They usually grow at the right pace
without pressure from investors. They can ingrain their val-
ues one employee at the time. Attracting business is done
within the framework of the company’s values. Public com-
panies can also achieve this practice of values as exemplified
by such companies as IBM, General Electric, and Procter &
Gamble. We believe that practicing corporate values will create
the ProfitAbility, ReturnAbility, and SustainAbility that will be
discussed later in Chapter 6.

VALUES DEFINED

According to Lencioni, there are four different types of cor-
porate values.” Permission-to-play values are the basic stan-
dards of conduct that employees should have when they join
the company. Aspirational values are values that a company
lacks but the management hopes to achieve. Accidental values
are acquired as a result of common personality traits of em-
ployees. Core values are the real corporate culture that guides
employees’ actions.
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A company needs to distinguish these four types of values.
Permission-to-play values are so basic that other companies
have the same standard. The values of professionalism and
integrity are normally assumed and therefore not core values
but permission-to-play values. Moreover, remember that
aspirational values are values that employees do not have
as yet and therefore, cannot form the fundamental corporate
culture. Nor can accidental values be treated as core val-
ues; they can alienate prospective employees with different
personalities. Understanding the four types of values can
help companies to design their core values better and avoid
inauthentic ones.

We will talk only about the core values that guide em-
ployees to live up to the brand mission. We call them shared
values. Shared values are one half of the corporate culture.
The other half is the common behavior of employees. Shaping
a corporate culture means aligning shared values and com-
mon behavior. In other words, it is about demonstrating the
values through everyday behavior within the corporation (see
Table 4.1 for examples®). The combination of employee values
and behavior should reflect the company’s brand mission. It
is important to have employees acting as values ambassadors
to market the brand mission to consumers.

Not all shared values are necessarily relevant and power-
ful in Marketing 3.0. Good values are the ones aligned with
the forces at work: collaborative technology, globalization-
driven cultural transformation, and the rising importance of
creativity. Chapter 1 described these forces. In the interlinked
world powered by information technology, people are increas-
ingly collaborating to achieve one goal. Globalization causes
cultural transformation to take place quickly and frequently.
Finally, people are moving up Maslow’s pyramid and becom-
ing more creative. Hence, good values are those that stimulate
and nurture the collaborative, cultural, and creative sides of
employees (see Figure 4.1).

A company with collaborative values encourages employ-
ees to work with one another and with networks outside the
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Shared | Common

Values | Behavior

Figure 4.1 Shared Values and Common Behavior in
Marketing 3.0 Context

company to make an impact. Cisco literally builds technical
and human networks. The company uses its own offices as
internal labs for products. Employees can telecommute us-
ing the company’s network infrastructure. Decision making is
spread among 500 executives worldwide. This enables Cisco
to make critical decisions faster and empowers collaboration
of its global executives. The company’s values are mainly col-
laborative, but they also make cultural transformation by
interlinking people globally.

The Mayo Clinic also fosters the values of collaboration. A
number of physicians and other health experts come together
to serve each patient. They collaborate to perform faster and
more accurate diagnoses. They collaborate to treat the patient
comprehensively. The culture of collaboration is what makes
good physicians come to work for Mayo Clinic. By using the
so-called Mayo Clinic Model of Care, the health care provider
transforms the way doctors treat patients. Thus, it has cul-
tural impact as well.®
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Having cultural values means inspiring employees to
make cultural changes in their own lives and the lives of oth-
ers. Wegmans transforms the way people see food. Its employ-
ees are encouraged to appreciate food more deeply than ever
before. The company also help consumers appreciate food.
S.C. Johnson changes the way employees see family. They
become better contributors to their families. The company
develops products that are good for families. Whole Foods
changes the way employees experience democracy. They feel
more empowered as many decisions that affect employees are
made through employee voting. Enterprise Rent-A-Car trans-
forms college graduates into entrepreneurs by giving them the
chance to run their own branches when they are ready. The
company also transforms why people rent cars. At one time,
people primarily rented cars in airports when they were trav-
eling. Today, people can rent cars conveniently for many dif-
ferent reasons because there are so many car rental branches
near their neighborhoods.

Finally, building creative values is about giving employ-
ees the chance to develop and share their innovative ideas.
Companies such as 3M and IDEO rely on innovation as a
major source of competitive advantage. In such companies, it
is imperative to have creative employees. To nurture creativ-
ity, 3M allows employees to spend a portion of their time on
pet projects. Employees can seek company funding for these
projects and look for support from their colleagues. If suc-
cessful, the outcome could be the company’s next innovative
product. Besides encouraging creativity, this policy also deep-
ens collaboration among employees. There is the possibility of
cultural transformation as well if the product can influence
people’s lives.

VALUES WILL DO YOU GOOD

Having great core values delivers several payoffs. A company
with values has an advantage in competing for talent. It can
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attract better employees and retain them longer. The produc-
tivity of the employees is higher when they have a good set of
values to guide their actions. Furthermore, they become bet-
ter company representatives to serve consumers. The com-
pany is also more capable of managing differences within
the organization, which is important especially for a large
corporation.

Attracting and Retaining Talent

An influential 1997 survey by McKinsey & Company revealed
that 58 percent of executives rated brand values and culture
as the key motivation for employees.!° In comparison, career
advancement and growth only obtained a rating of 39 percent
while differentiated compensation obtained 29 percent. This
proves one thing: Good values attract good people. Prospective
employees unconsciously compare their personal values with
the values of corporations and look for a good fit.

This is especially true for recent graduates, many of whom
are idealists. For instance, 50 percent of MBA graduates said
in a poll that they were willing to take a pay cut to work in
a socially-responsible company.!! This is especially true in
growing emerging markets. A recent study by Ready, Hill, and
Conger focused on attracting and retaining talent in emerging
markets.!?> They discovered that purpose and culture are
among the most important factors for employees in Brazil,
Russia, India, and China (BRIC). Emerging-market employees
look for employers that provide the opportunity to change
the world and bring cultural transformation to their home
countries. They also are interested in employers that fulfill
their brand promises internally, that is, companies with a
good culture.

Once jobseekers are in the company, they will test the in-
tegrity of their employer. They will observe how companies
demonstrate the values they proclaim. An employee survey
by Tom Terez confirms that purpose is one of the meaningful
experiences in the workplace. Companies that defend their
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values even when they hurt their business will earn admira-
tion from their employees. One of the core values of the Bagel
Works store is health and safety. To demonstrate its commit-
ment to these values, the company buys smaller bags of flour
to avoid back injuries to employees that carry them, although
purchases in smaller packaging are more expensive.'® It is
imperative for companies to keep their integrity and practice
what they preach. When employees witness the integrity of
their employer, they are most likely to stay with full commit-
ment. Well kept values improve employee loyalty.

A change of ownership of a company that might alter val-
ues has the potential to reduce the employee commitment.
Consider the strong values held by Ben & Jerry’s. After being
purchased by Unilever in 2000, the values remained strong.
However, as reported in the company’s social and environ-
mental assessment report in 2007, the commitment of em-
ployees had lessened, perhaps due to continued concern over
the future of the company’s values under Unilever.14 This anx-
iety was also felt when The Body Shop was bought by L'Oreal.
Employees recognized the increased growth potential. But the
question is whether the values will be maintained. This is
especially true for companies that had a strong tradition of
practicing corporate values such as Ben & Jerry’s and The
Body Shop.!®

Back-Office Productivity and Front-Office Quality

The happiness of employees has a significant impact on their
productivity. Companies listed in The Sunday Times’ “100
Best Companies to Work For” outperform the FTSE All-Share
Index by between 10 percent and 15 percent.!® Employees
are more productive when they believe in what their company
tries to achieve. They will commit their minds, hearts, and
spirits. Starbucks’ Howard Schultz called this “pouring your
heart into it” when referring to employees’ commitment.
Porter and Kramer argue that companies with a social
purpose can gain advantage by shaping their competitive
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environment.!” For instance, Marriott is educating its employ-
ees who may come from backgrounds of limited education. By
adding education as part of its values, Marriott is able to hire
better and more productive employees.

Values-driven employees not only work harder but also
become a better face of the company. They deliver consumer
value that is aligned with their company’s stories. Their be-
liefs shape their common behavior in everyday work espe-
cially when interacting with consumers. Their behavior will
be part of the brand stories that customers talk about. Com-
panies should see their employees as values ambassadors.
Consumers will judge the authenticity of companies by judg-
ing their employees.

When Wegmans declares that the company understands
food better than others, consumers’ in-store experience will
determine the integrity of the claim. Wegmans employees are
trained to be food ambassadors. The company helps its em-
ployees appreciate food. The employees know the details of all
the food they sell. As a result, employees are empowered to
educate consumers about food when they interact in stores.
They deliver the integrity of the brand story.

The best salespeople are those who use their own prod-
uct and understand it inside out. At Cisco, the network
company, employees experience daily what it means to be
well-connected to everyone in their company and its network.
Everyday work is like product training for them. Thus, they
can deliver convincing and realistic stories to their prospec-
tive clients about the benefit of human interconnection.
Employees are empowered to tell the brand story because
they are living the story. Nicholas Ind calls this “living the
brand.”!8

Integrating and Empowering Differences

A study of large corporations by Rosabeth Moss Kanter re-
vealed that strong shared values help companies accomplish
seemingly opposing goals.'® A big corporation has multiple
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offices with diverse employees. Shared values reduce the dif-
ferences and integrate the employees in one corporate culture.
Strong values that are internalized by every employee give the
company the confidence to empower its employees, including
the ones who are distant from the corporate headquarters.
Those employees will commit all their actions to benefit the
company. Companies with strong shared values usually suc-
ceed with decentralized or localized decision making. These
values help companies not only to standardize but to localize
as well.

Enterprise Rent-A-Car is a classic example of this. Un-
like Avis and Hertz that compete mostly in airports, Enter-
prise has a strong presence in local neighborhood markets.
The culture that it fosters ensures its success. All Enter-
prise employees embody the strong values of hard-working
and friendly entrepreneurs. Enterprise uses a long-standing
routine to create this culture: Recruit new college graduates,
tell them to work hard by washing and shuttling cars, teach
them how to build long-term relationships with customers, let
them progress up the ranks, and give them a branch to run
when they are ready.2° Employees that pass through this rou-
tine will come out as hard-working entrepreneurs. The humil-
ity that employees pick up while washing and shuttling cars
as well as building relationships transforms them into friendly
people. These employees have the same values but each one
of them has unique local knowledge. The values enable Enter-
prise not only to create customized local strategies but also to
coordinate the strategies of different markets. The values are
so difficult to imitate that Enterprise continues to maintain
its lead in the local markets.

Values also integrate and empower diversity at the same
time. Looking at the annual list of the Fortune 100 Best Com-
panies to Work For, we see a group of companies that nur-
ture diversity by hiring women and minorities. The companies’
shared values unify the diverse employees under one culture.
That diversity will be sustained without creating conflicts
because of the shared values.
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PRACTICE WHAT YOU PREACH

To instill values, most companies rely on formal training and
informal coaching. Values training is necessary but it may
have some weaknesses. The training can turn into preach-
ing instead of practicing. Trainers and coaches might not act
as role models in their everyday activities in the workplace.
Employees might see this and realize the value talk is largely
just words. Furthermore, employees tend to listen passively
and have less opportunity to contribute. Their understanding
is also limited because they have not experienced the values
through practice.

Marketing 3.0 is about more than just training and coach-
ing. It is about aligning values with behavior. According to
Jim Collins, there are two parts to creating such alignment.?!
First, a company should examine current corporate policies
that might weaken corporate values. This is challenging be-
cause most corporate policies are more institutionalized than
corporate values themselves. Changing them requires action
by the company’s leaders and collaboration with all employ-
ees. Most of the time, employees have the same sense of the
corporate practices that they misaligned. But unless you em-
power them, they will not say anything. Second, a company
should create a mechanism that directly links actions with
values. For instance, a company can create a mechanism
that requires 30 percent of revenues to come from new prod-
ucts to strengthen the value of innovation. Marketing 3.0 is
about transforming employees and empowering employees to
transform others.

Change the Lives of Employees

S.C. Johnson’s values as a fifth-generation family company
are, of course, family values. The company is putting a lot of
effort into promoting the values not only to consumers but
also to employees. To work in a company with family values is
to lead a balanced family-work lifestyle. That is what employ-
ees get from S.C. Johnson. A man and his wife, both working
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at S.C. Johnson, can expect to get an overseas assignment
together.22 At S.C. Johnson, there are no business meetings
on Fridays so that employees can go home early for family
weekends.?2 Working at S.C. Johnson can transform employ-
ees into family people. The company’s values have a direct
impact on employees’ lives. Erickson and Gratton call it cre-
ating “signature experience within an organization.” Creating
a signature experience requires understanding the motivation
of employees. Studies by Erickson, Dychtwald, and Morrison
reveal six segments of employees:

1. The low obligation and easy income segment is a group
of employees who look for quick wins.

2. The flexible support segment is a group that goes with
the flow because they do not see a job as a priority yet.

3. The risk and reward segment includes employees who
see jobs as opportunities to challenge and excite them-
selves.

4. The individual expertise and team success segment
seeks jobs that offer teamwork and collaboration.

5. The secure progress segment looks for a promising
career path.

6. The expressive legacy segment looks for opportunities
to create a lasting impact on the company.?*

This segmentation is somewhat similar to the em-
ployee segmentation framework that McKinsey & Company
developed.?® That study distinguished four types of em-
ployees. Go with a winner employees look for growth and
achievement. Big risk big reward employees look for good
compensation. Lifestyle employees seek flexibility. Finally,
save the world employees seek opportunities to contribute to
a great mission.

Understanding employee segmentation gives companies
the inspiration to design the signature experience for their
target segment. It also helps companies weed out unsuitable
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employees who will likely deviate from the values and ruin the
experience of the suitable ones. In Marketing 3.0, signature
experience should be collaborative, cultural, or creative.
Companies should target specific segments that their core
values can best satisfy. An adventurous company with cre-
ative values might be suitable for the risk and reward (or big
risk big reward) segment. Companies with cultural values that
offer the opportunity to market their products to poor people
would suit the expressive legacy (or save the world). The in-
dividual expertise and team success segment is the right tar-
get segment for companies with collaborative values that offer
opportunities to work with other people around the world.

Empower Employees to Make Change

A Chinese proverb says, “Tell me and I'll forget; show me and
I may remember; involve me and I'll understand.” This is rel-
evant to employee empowerment. Employees need to be in-
volved and empowered. Their lives have been changed by the
company’s values. Now, it is their turn to change the lives of
others. It is about creating a platform for employees to make
a difference.

Employee empowerment can come in various forms. The
most common one is volunteering. In Volunteering for Impact,
Hills and Mahmud argue that volunteering achieves high im-
pact when there is a strategic impact that leverages the com-
pany’s resources.?® In her book SuperCorp, Kanter discusses
an example focusing on IBM.2” When the tsunami and earth-
quake hit Asia in December 2004, employees of IBM pushed
forward an innovation whose mission was to help the victims.
While the company had no initial business interest when it
launched the effort, the innovation later brought commercial
payoff. A SuperCorp, according to Kanter, is a vanguard com-
pany that has bigger societal purposes embedded in how they
make money. They make a strategic impact when working for
a social purpose. High-impact volunteering is one way to be a
SuperCorp.
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Another form of empowerment is through innovation.
IDEO is famous for developing some of the best product de-
signs in the world. To achieve this, according to founder David
Kelly, IDEO moved up the Maslow pyramid and introduced
human-centered design in which IDEO brings performance
and personality into products. IDEO assigns a project to a
multidisciplinary team with a marketer, psychologist, physi-
cian, anthropologist, economist, and others to develop in-
novative products that solve their clients’ problems. IDEO
brings this approach one step further by making its pro-
prietary methodology available to those outside the firm.
The company creates an open-source toolkit to develop so-
lutions for social problems in developing nations in cooper-
ation with the Gates Foundation and many other nonprofit
organizations.

Empowerment can also mean sharing power. In Market-
ing 3.0, the role of leaders is to inspire. They are not neces-
sarily the sole decision makers. Companies such as Cisco and
Whole Foods practice collaborative democracy where employ-
ees are given opportunities to shape the future of the company
through decision making and voting. In these cases, compa-
nies are increasingly becoming communities. In communities,
decisions are made together to advance the common interests
of the members.

SUMMARY: SHARED VALUES AND COMMON BEHAVIOR

In Marketing 3.0, corporate culture is about integrity. It is
about aligning the shared values and common behavior of
employees. In the context of the forces at work, corporate
culture should be collaborative, cultural, and creative. It
should transform the lives of employees and empower em-
ployees to transform the lives of others. By building their in-
tegrity, companies can compete in the talent market, improve
productivity and the consumer interface, and manage differ-
ences. Marketing its values to employees is as important as
marketing the mission to consumers.
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CHAPTER FIVE

Marketing the Values to
the Channel Partners

GROWTH MIGRATION AND
COLLABORATION IMPERATIVE

Dell revolutionized the computer industry by introducing the
direct model of distribution. Consumers could order cus-
tomized computers and have them delivered directly. Dell
would maintain a direct relationship with consumers, by-
pass resellers, and keep all the margin. Due to Dell’s famous
cut-out-the-middleman principle, the company was consid-
ered an enemy by the middleman—the resellers. Competitors
were at first unconvinced by this business model but later
tried to copy it without any luck. The solo run worked so
well without meaningful rivalry that, by 1999, Dell was the
largest seller on the Internet ahead of Amazon.com, eBay, and
Yahoo! combined.!

Everything has changed since 2005. To Dell’s surprise, the
world changed. Growth started to stall. Dell’s stock tumbled.
First, the U.S. market was starting to mature. Experts were
pushing Dell to embrace the middleman to solve this prob-
lem. Sunil Chopra was one of them when he argued that in
mature markets, consumers increasingly saw computers as
commodities and were less concerned about customization.?
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Chopra recommended that Dell either try the direct-indirect
hybrid model or do the customization model through re-
sellers. In either model, Dell should start collaborating with
the middleman.

The second reason for Dell's setback was that Dell re-
lied on extracting value from its direct relationship with con-
sumers. When the market matured, however, its customers
found other attractive computers. Dell could have focused
on other growth markets such as China and India. Unfor-
tunately, in these markets, most consumers do not buy com-
puters online.® They prefer high-touch human interface more
than high-tech Internet interface. The direct business model
failed to accommodate consumer needs in growth markets.
Again, it was imperative for Dell to pursue a completely oppo-
site business model: indirect distribution.

Although the company did not admit it, in 2002, Dell
had actually complemented the direct model with indirect
distribution through solution providers that served corporate
consumers.* But 2005 was the tipping point. Dell quietly
began building relationships with resellers who initially dis-
trusted the company. The move started to pay off. By mid-
2007, Dell's sales through channels had risen to account
for 15 percent of its overall revenue, although no official
partnership was announced.? In December 2007, Dell finally
launched the PartnerDirect program and revealed that it had
built partnerships with 11,500 partners and was adding 250
to 300 a week.®

It was apparent that in the last few years Dell had man-
aged to transform its key capability of building direct relation-
ships with consumers into the capability of building direct
relationships with channel partners. Dell approached re-
sellers one by one, listened to their feedback, and invited them
to have conversations in the Partner Advisory Council meet-
ings. Michael Dell himself personally showed up to the meet-
ings to convince skeptical channel partners. Once a nemesis
of the channel, Dell is now embracing its new partners with
the kind of attention that it gives to consumers.
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The story of Dell reflects the opposing forces that exist
in the business world. Technology enabled Dell to capture
the value of direct distribution. But technology also enabled
the forces of globalization to work. The most value is no
longer in the developed market but in the developing markets
where technology adoption has not reached its mainstream
potential. The developing market requires different business
approaches where traditional distribution might not work.
Social, economic, and environmental problems are abundant
in these markets and need to be addressed before a company
tries to build a new distribution network. Entering unknown
territories, companies are forced to collaborate with new
partners.

The developed market, too, is transforming into a com-
pletely different kind of market. The maturing market is just
a small signal of the big changes that are taking place. As so-
ciety becomes more sophisticated, consumers will try to sat-
isfy higher human needs and basic needs become secondary.
Consumers will give more consideration to social, economic,
and environmental impacts. James Speth viewed this phe-
nomenon as the era of post-growth society.” It may happen
that customization will no longer be that important to con-
sumers. These post-growth changes are essential for Dell and
other companies to understand, as they have serious implica-
tions for their marketing channel practices.

CHANNEL PARTNERS IN MARKETING 3.0

We view channel partners as complex entities. They are hy-
brids of companies, consumers, and employees. They are also
companies with their own missions, visions, values, and busi-
ness models. They are consumers with needs and wants that
need to be served. Moreover, they also sell to end-users and
form the consumer interface just like employees do. Their role
is essential in Marketing 3.0 as they become collaborators,
cultural change agents, and creative partners for companies
at the same time.
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Channel as Collaborator: Selecting the Fit

Companies that have a difficult time managing their chan-
nel partners perhaps did not choose their partners appropri-
ately. In Marketing 3.0, channel partner selection requires the
process of mirroring the Purpose-Identity-Values. Mirroring
means that companies should select potential partners that
have identical Purpose-Identity-Values (see Figure 5.1).
Purpose relates to the overall key objective of a poten-
tial channel partner and is relatively easy to observe and re-
search. Identity relates more to the character of a potential
partner and therefore requires a deeper investigation to un-
derstand. Values are even more difficult to observe because

Channel Partners

Mirroring

Company

Figure 5.1 Selecting Compatible Channel Partners
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they involve the shared beliefs within the channel partner
organization.

In its early years, The Body Shop grew mainly because of
its store franchises. The company was built on the naive char-
acter of the late Anita Roddick. The founder’s honesty and
simplicity are reflected in all facets of the company’s business
as seen in its descriptive product naming, use of natural in-
gredients, and fair trade with suppliers. When Roddick was
selling her products in her own store, there was no problem
because she could apply her non-mainstream approach inde-
pendently. But when the imperative to grow emerged, she had
to move to a multi-channel approach and find franchisees as
her channel partners.

Her approach to selecting channel partners was very per-
sonal. She did the final interviews herself, and during each
interview, tried to understand the character of the potential
channel partner. What she was looking for were people who
were more interested in making a difference than making a
profit. She discovered that women were more likely than men
to share her same social and environmental values. That was
why in the early years, 90 percent of The Body Shop fran-
chisees were women. The franchising approach was unques-
tionably successful. The Body Shop grew at about 50 percent
annually during the first decade of its existence.?

Compare this story to the partnerships Ben & Jerry’s
established in Russia before the company’s acquisition by
Unilever. Like The Body Shop, Ben & Jerry’s was also founded
as a socially-responsible company. It also started by selling a
simple homemade product: ice cream. Because of its long-
term vision of making the world a better place, the early man-
agement of Ben & Jerry’s had no interest in aggressive growth.
The preference was always to have someone from inside the
company who really understood the company’s values lead
moderate business expansion.

Although ice cream was very popular in Russia, it was
not because of business considerations that Ben & Jerry’s
entered the country. Not aiming for profit, Ben & Jerry’s just
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wanted to strengthen the relationship between the United
States and Russia in the aftermath of the Cold War the two
countries had waged for many years. When Ben & Jerry’s
decided to establish a foothold on Russian soil in the 1990s,
they assigned someone from the United States who could be
trusted: Dave Morse. But Morse could not work alone. He
needed channel partners.

In Russia, Dave Morse found it difficult to find suitable
partners to grow the brand. Potential partners were plenty but
none of them really understood the socially-responsible val-
ues of Ben & Jerry’s. The potential partners were ambitious,
profit-oriented companies that pursued aggressive growth.
The partners had a strong belief that the Ben & Jerry’s brand
would be a valuable asset to them but lacked understanding
of its fundamentals. In the end, Ben & Jerry’s decided to part-
ner with Intercentre Cooperative to bring the brand to Russia.

Right from the start, it was obvious that the partners
were not perfect. Ben & Jerry’s and its partners were head-
ing in two different directions. Their business values were not
aligned. Aiming for instant success, the partners wanted to
build the business in Moscow straight away. But the man-
agement of Ben & Jerry’s wanted to start humbly in small-
town Petrozavodsk to mirror their U.S. start-up in small-town
Vermont. Ben & Jerry’s and the Russian partners also had
conflicting opinions about bribery, which was common in
Russia at that time. The quality of the partners’ sourcing for
environmentally-friendly ingredients was also below the high
expectation of Ben & Jerry’s management.®

Rackham, Friedman, and Ruff emphasized the importance
of shared values.!? They pointed out three key assessments to
determine the potential success of partnership. First, both en-
tities in a partnership should ask themselves whether both of
them desire a win-win outcome. Good partnership creates a
horizontal relationship, not a vertical one. Each entity should
derive an equitable benefit from the collaboration. Second,
they should investigate whether both business entities uphold
a high quality standard. Companies with the same approach
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to quality will have a better chance in building partnership.
Finally, each business entity should identify its potential part-
ner’s unique values and determine the compatibility with its
own unique values.

Research by Cui, Raju, and Zhang also confirms the im-
portance of shared values.!! When the value of fairness ex-
ists in the partnership between the company and its channel
partners, it is easier to coordinate price stability across the
channel structure and therefore improve overall channel eco-
nomics. When a company sets a fair trade price, the channel
partners will respond accordingly by establishing a fair end-
user price in the market. This fair partnership mechanism
is enabled by increased transparency of cost information be-
tween the company and its channel partners.

The first step for a company marketing its values to its
channel partners is to understand the partners’ own values.
In Marketing 3.0, collaboration between two business enti-
ties is like a marriage between two human beings. Mirror-
ing the purpose, values, and identities—beyond understand-
ing each other’s business model, applying win-win negotia-
tion, and writing sound legal contracts—is essential. That is
why the personal approach, exemplified by Anita Roddick, is
always the best.

Channel Partners as Cultural Change Agent:
Distributing the Story

The growth imperative requires a company to have chan-
nel partners manage their consumer interface. Therefore, the
company becomes highly dependent on the distributors to
market its values, especially when the company does not com-
municate directly to the consumers through promotional me-
dia. Look at the Maria Yee case, for example. Almost half of
the furniture sold in the United States in 2007 was channeled
through furniture retailers.!? Maria Yee, Inc., like other furni-
ture manufacturers, markets products to the upper-middle
market through three key retailers: Crate & Barrel, Room
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& Board, and Magnolia Home Theater. The company itself
focuses on selling eco-friendly products. The values of be-
ing green are clearly demonstrated in the company’s business
model, especially in the use of sustainable materials and in
the partnership with eco-friendly suppliers.

Unfortunately, Maria Yee does not have a direct interface
with consumers and therefore relies on its channel partners to
send its “green” messages. To keep the green values alive and
lead the eco-friendly movement in the industry, Maria Yee, the
founder herself, maintains personal relationships with the re-
tailers. The role of retailers is not only to communicate the
brand positioning of Maria Yee to consumers but also to pro-
mote the overall benefits of using eco-friendly furniture. Nor-
mally, green products are perceived by consumers to be more
expensive. Maria Yee relies on its channel partners to convince
consumers otherwise. Channel partners themselves have to
be convinced that Maria Yee’s products remain competitive
in pricing.

In contrast, a large consumer packaged goods (CPG) com-
pany often creates direct touch points with the consumers
although it is also fully dependent on channel partners for
distribution. Stonyfield Farm, a company that produces or-
ganic yogurt products, sells all its products through distrib-
utors to natural food stores and supermarkets. Nevertheless,
the wellness-oriented company tries to create direct contact
with consumers to market the company’s social and environ-
mental mission. It formed myStonyfield community to create
favorable word-of-mouth. It uses YouTube to send its message
to consumers.

Spreading brand stories through channel partners re-
quires a consistent personal approach. When it does not work,
companies should begin convincing the channel partners by
means of signaling. By spreading the stories directly to the
consumers, companies can generate interest. When a lot of
consumers respond and look for the brand in channel out-
lets, this sends a strong signal to the channel partners that
the values have a strong impact on the brand and that carry-
ing the brand is good for them.
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In some cases, the consumers themselves are chan-
nel partners. This is especially true when distributing to
low-income consumers in developing markets. In develop-
ing countries, the biggest issue of marketing to the poor is
access. Two elements of the marketing mix that are most
affected by the lack of access are place (distribution) and
promotion (communication). Many products and informa-
tion are not readily accessible to the poor, especially in ru-
ral areas. Channeling products to these consumers will in-
crease market penetration and, at the same time, improve
their lives. Vachani and Smith call this socially-responsible
distribution.!3

India is a place where socially responsible distribution is
best modeled. The country has been struggling to eradicate
poverty. Looking at the statistics, the result is promising. The
percentage of people living in poverty decreased from 60 per-
cent in 1981 to 42 percent in 2005.1* One of the key success
factors lies in the effort to increase access to the poor. This
can be seen from the fact that rural consumers accounted for
around 80 percent of total consumer spending in India.!® In
the process of fighting poverty, companies that operate in In-
dia are developing innovative methods of distribution utilizing
networks of humans.

Companies such as ITC and Hindustan Lever play a sig-
nificant role in partnering with the poor to distribute their
products in the rural areas. ITC is famous for developing the
e-Choupal, which enables farmers to access information on
weather and crop prices and sell their produce directly to con-
sumers without middlemen. Leveraging its network of farmer
partners, ITC also developed the Choupal Saagars, a network
of mini-malls that sell products ranging from consumer goods
to health and financial services. Hindustan Lever, on the other
hand, empowers a community of rural women to sell con-
sumer goods. Being distribution partners of Hindustan Lever
enables the women to earn additional incomes. In different
ways, the two companies are selling their socially-responsible
values to their channel partners who happen to be their con-
sumers as well.
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What ITC and Hindustan Lever are doing is understand-
able considering that 87 percent of consumers in India pur-
chase a product on the basis of recommendation from family
and friends.!® That is the key reason why peer-to-peer selling
is the most commonly applied go-to-market strategy in India,
especially when targeting the rural market.

In new growth markets, distribution relies on networks
of many channel partners. The innovative distribution model
is rooted in the emerging phenomenon of communitization of
consumers. The consumers’ role is not only limited to pro-
moting brands but is extended to selling them. In extreme
cases such as in India, channel partners are individual con-
sumers. In less extreme cases, channel partners are small
enterprises that have better local knowledge and personal ac-
cess with communities of consumers. These channel partners
are the best media to send the brand stories to consumers be-
cause they have more credibility. Consumers listen to them.
Companies, such as Dell, that look for growth markets should
embrace this emerging trend.

Channel as Creative Ally: Managing the Relationship

In Marketing 3.0, the power belongs to the consumers. Un-
fortunately, not all companies have direct access to the con-
sumers. Generally, there are intermediaries between them
and their consumers. These channel partners not only dis-
tribute the products to the market but also provide a con-
sumer touch point. In some cases, channel partners are per-
ceived to be more important than the manufacturers. In the IT
industry, for example, consumers often have better relation-
ships with value-added resellers than with the manufactur-
ers. The value-added resellers are perceived to be capable of
delivering solutions, while manufacturers only sell commodity
components.

This growing importance of channel partners demands
that companies take more factors into consideration when
managing their partners. First, companies should understand
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their products’ margin contribution, inventory turnaround
rate, and general strategic importance to the channel part-
ners. Second, companies should demonstrate genuine con-
cern and active management of the “selling out” process at
the retail level through co-op marketing, in-store promotion,
and ensuring a brand’s presence in retail outlets. Finally, a
company should also care about and understand its channel
partners’ general impressions and satisfaction.

This concept of company-channel integration is particu-
larly important in cases where channels are becoming an in-
creasingly important link in the value chain, to the point that
many channels and companies today are engaged in compe-
tition for consumer loyalty and ownership. Without the pres-
ence of such integration in the value chain, companies and
channels will likely engage in a zero-sum game of rivalry for
margins and consumer influence instead of working together
in mutual cooperation to find and employ synergistic oppor-
tunities to go up against other competitors.

Company-channel integration usually starts from basic
cooperation between a company and its channel partners, es-
pecially in retail promotion. As the relationship strengthens,
they start to integrate with one another and also with other
members of their industry’s value chain. The integration pro-
cess involves regular information sharing and joint strategic
planning. When the partnership moves forward to the next
stage, their values unite and we can see no differences be-
tween the company and the channel partners.

When it comes to creative channel partnership, we observe
four stages of excellence. A company is at the first stage when
it is dependent on one channel, whether a direct sales force
or a sole channel partner, for its entire sales effort. This is the
Single Channel stage. Many companies start out in a limited
regional setting where all sales can be covered by their own
sales force or a single channel partner.

As the company grows, it adds more distributors and
other channels to increase its coverage area to improve sales
revenue and product availability without limiting where or to
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whom each distributor or other channel may sell. This strat-
egy normally results in sales conflict among the distributors
and other channels. This second stage is the Multi-Channel
stage, in which the company sells to multiple distributors and
direct channels but does not delineate product, segment, or
geographical boundaries.

A more advanced distribution systems takes into consid-
eration channel conflict problems and divides the company’s
market by territories, consumer segments, or product seg-
ments. Each distributor or channel is then given a separate
piece of the market to develop. This third level is the Territory-
Based Channel stage, in which the company sets clear bound-
aries and rules for distributors and direct channels to operate
to avoid channel conflict.

In the most advanced distribution systems, there exists a
division of tasks among a company’s various channels. With
this division of tasks, several different types of channels can
coexist within a segment or regional market. Instead of com-
peting with each other, the channels will collaborate. This
fourth level is the Integrated Multi-Channel stage, in which
a company divides tasks between different channels. Multiple
channels may coexist within a regional market or market seg-
ment by working together and not competing for business.
For example, a computer manufacturer may allocate tasks to
multiple channels: a web site to generate demand, its own
stores to stage consumer experience, resellers to distribute
and provide technical support, and a sales force to sell to
corporate consumers and provide referrals to the nearest re-
sellers. Companies should try to achieve this most advanced
degree of integration. In the Integrated Multi-Channel stage,
the company and its channel partners creatively find new
ways to serve the consumers without conflict.

SUMMARY: VALUES-DRIVEN CHANNEL PARTNERSHIP

In Marketing 3.0, channel management begins with finding
the right channel partners with similar purpose, identity, and
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ultimately values. Partners with compatible values will be able
to deliver the stories convincingly to consumers. To bring the
partnership one step further, companies should integrate with
the partners to bring integrity to the stories.
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CHAPTER SIX

Marketing the Vision to
the Shareholders

SHORT-TERMISM HURTS THE ECONOMY

In September 2008, Lehman Brothers collapsed.! The com-
pany lasted for 158 years and survived the Great Depression
in the 1930s. But it did not survive the first 13 months of the
modern financial crisis. It finally filed the biggest bankruptcy
of all time and aggravated the worst financial crisis since the
Great Depression. The fall of Lehman was just one in a se-
ries in one of the most devastating months in the history of
the U.S. financial sector.? Fannie Mae and Freddie Mac were
taken over by the government. AIG was bailed out. Washing-
ton Mutual was seized by the FDIC and Wachovia was sold.
James Collins’ How the Mighty Fall explained this phe-
nomenon of falling companies. It described the stages that
a company experiences as it falls. Collins argued that suc-
cessful companies often get arrogant and think they can do
many things (stage 1), and therefore pursue aggressively wild
growth (stage 2). When they find early warning signs of fail-
ure, they ignore them (stage 3), until their failure becomes
very public (stage 4), and if they don’t reform, they finally go
bankrupt (stage 5).3 The stages show that aggressiveness and
a lack of realistic goal setting triggers the fall of companies.

101
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Companies are often blind-sided by their eagerness to build
short-term growth and ignore the risks.

In September 2009, a year after the fall of Lehman Broth-
ers, 28 prominent figures that included Warren Buffett and
Louis Gerstner signed a joint statement put together by The
Aspen Institute to call for an end to short-termism in the
financial markets and the creation of policies that nur-
ture long-term value creation for shareholders and society.*
The statement acknowledged the role of short-termism in
driving risky strategies that can cause the economy to col-
lapse. The signees agreed that long-term-driven capitalism
will make a significant contribution, and they encourage
shareholders to be more patient in their investments.

This short-term orientation of shareholders has also
caught the attention of the government. Lord Myners, the
United Kingdom’s Financial Services Secretary, recently pro-
posed a two-tier shareholding structure whereby long-term
shareholders are given more votes than short-term sharehold-
ers in determining the company’s strategic direction.® Under
this system, the voting strength of short-term shareholders is
restricted. Although the proposal is still under debate, many
people believe that this system, which originates from family-
run businesses, will help companies reduce short-term deci-
sion making.

According to Alfred Rappaport, managing earnings in the
short run to meet shareholder expectations destroys share-
holder value.® Rappaport found that most companies are try-
ing to meet short-term shareholder expectations, even to the
point of reducing value-creating long-term investments. In
this chapter, we would urge companies to shift their paradigm
from satisfying short-term shareholder expectations to deliv-
ering long-term corporate performance. Shareholders must
go back to basics and realize that the value of a company
is mostly derived from its long-term future cash flows and
that the future vision will determine the performance of the
company.

The definition of a company’s shareholders depends on the
development of the company. Kotler, Kartajaya, and Young in
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their book Attracting Investors mapped the changing nature
of shareholders as a company progresses.” At the beginning,
start-ups struggle with internal financing and bootstrapping.
After a few years of operation, they might attract angels—early
individual investors who use their own funds to finance start-
ups with the hope of high financial reward or satisfying their
interest in supporting entrepreneurship.

Later, these companies attract private equity, mostly from
venture capitalists—a group of people with investment man-
agement experience and a pool of funds—that will help them
realize an initial public offering (IPO). In an IPO, companies
issue shares that will be publicly traded and therefore will
attract a wider range of investors. The holders of the shares
will have an equity stake in the company. Companies may
also raise funds by issuing bonds, whereby the holders will
receive regular interest payments and repayment at the time
of maturity. Banks and other investors are additional sources
of financing for corporations. Companies need to understand
their financial shareholders in order to satisfy their needs.

A new view is emerging that the job of management is to
earn a return for more than the shareholders; smart compa-
nies will focus on all the stakeholders—consumers, employ-
ees, channel partners, government, nonprofits, and the public
at large—not just the shareholders. A successful company is
never successful by itself. It is successful because it has built
a superior network of stakeholders, all of whom have a stake
in the business and its outcome. Satisfying the stakeholders—
ensuring that they all feel rewarded—will often lead to higher
long-run profitability than when the company just focuses on
trying to maximize the short-run profits of the shareholders.

LONG-TERM SHAREHOLDER VALUE =
VISION OF SUSTAINABILITY

We believe along with Collins and Porras that corporate vision
is a result of tying corporate mission and values to the com-
pany’s vision of the future.® The mental model of the future is
the corporate vision.
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We believe that the strongest future trend for corporations,
especially in the capital market, is the issue of sustainability.
Sustainability is a highly relevant challenge for corporations
in creating shareholder value in the long run. But sustain-
ability has two definitions. According to Kunreuther, compa-
nies view sustainability as long-term survival of the company
in the business world.? Society, on the other hand, sees sus-
tainability as long-term survival of the environment and social
well-being. Companies have not traditionally seen the synergy
between those two.

Recently, in search of new competitive advantages in the
commoditized world, companies are finally becoming aware
of the opportunities for achieving such a synergy. We will de-
scribe the two most important developments in recent years—
market polarization and scarce resources—that lead us to this
conclusion.

Polarization: Mature Market or Impoverished Market

If there is one big trend that has been bothering business-
people since the end of the 1990s, it is market polarization.
The market is increasingly polarized into a top and bottom
end where the middle market is disappearing. In Treasure
Hunt, Silverstein and Butman argued that their survey found
middle-market consumers in the United States who earn be-
tween $50,000 and $150,000 are either trading up or trad-
ing down.!? They either look for affordable luxuries to indulge
themselves or seek bargains, or both. The authors estimate
the size of trading up in the United States in 2006 to be
around $500 billion while trading down is around $1 trillion.
They also observed similar trends in Japan and Germany.
A study of 25 industries and product categories in Europe,
North America, and select additional countries by Knudsen,
Randel, and Rughglm captures the same trend.!! They
found that growth in revenues from middle-market products
lagged the market average by 6 percent a year from 1999
to 2004.
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This has important implications for the structure of the
market and how competition works. Companies have to either
pursue the top-end market or pursue the low-end market.
In either case, companies cannot avoid the imperative to
care more about social and environmental conditions. Social
and environmental conditions profoundly affect the low-end
market, and this is becoming a concern of the top end of the
market.

We argue that the top-end market is maturing and that
high-end consumers are also becoming concerned about sus-
tainability. When marketers decide to move up the market
with top-end products, they should seriously consider the
concept of sustainability. They need to touch the consumers’
human spirit with a sustainable business model. Early exam-
ples of these practices are found in companies such as Whole
Foods, Patagonia, and Herman Miller. They charge higher
prices but maintain a very loyal consumer base that is willing
to pay more for the sustainable practices of the companies.

On the other hand, a much larger consumer base is also
available at the bottom end. And that is where high growth
will come from in the future. Poor people are the new market
opportunity, according to several experts. C.K. Prahalad and
Stuart Hart are the most notable business thinkers who have
been observing the potential fortune at the base of the market
pyramid. Prahalad’s The Fortune at the Bottom of the Pyramid
and Hart’s Capitalism at the Crossroads have identified the
new potential of the poor as both a growing consumer market
and a prominent lab for innovation.!? Clayton Christensen
even argued that disruptive technology is normally born as
a solution to problems in poor society.'® India is achieving
many breakthroughs to make more products affordable to the
poor. Philip Kotler and Nancy Lee, in their book Up and Out of
Poverty, have shown how social marketing can be used to lift
more people out of poverty.!4

Poor people have been longing for some products pre-
viously not available to them not only because of income
limitations but also because of access problems. Companies
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that want to target these consumers will need to pro-
vide solutions that overcome these barriers to consumption.
Muhammad Yunus, winner of the 2008 Nobel Peace Prize,
showed how banks can help poor people augment their in-
comes through microfinance loans.!® Companies such as
Coca-Cola, Unilever, and others are showing how they can
distribute common products to more distant and isolated ru-
ral villages.!® These solutions will also help companies in de-
veloped economies reach and serve more poor consumers.

Scarce Resources: The Earth Has a Limit

The concept of environmental sustainability in business has
been evolving for the past few decades.!” In the 1980s, as the
manufacturing sector grew, the focus was to prevent and re-
duce pollution from manufacturing emissions. In the 1990s,
when consumer-centric practices were growing, the concept
was product stewardship. Companies competed to develop
products that were environmentally friendly.

Today, natural resources are getting scarcer and may not
support a strong growth in consumption in the long run. The
prices of certain resources are soaring and increasing the cost
burden for companies and ultimately customers. Companies
need to conserve resources and energy to meet environmen-
tal challenges. Those that manage the scarcity of resources
will be the ultimate winners. Being able to get a sustainable
supply of natural resources is increasingly becoming a strong
competitive advantage.

To see a company such as Whole Foods embracing the
concept of environmental sustainability is no longer unusual.
Whole Foods is famous for providing natural and organic
products for a niche market. But when a giant company
like Wal-Mart announced its move to embrace the concept
in 2006, we knew that sustainability would no longer be a
niche value in the business world.!® Wal-Mart pledged to im-
prove its productivity with more environmentally-sound prac-
tices. It also promised to buy products from more sustainable
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sources. It was a signal that the costs of unsustainable prac-
tices are getting higher and the only way to reduce them is
by going green. It is also a warning that obtaining sustainable
supply chains will soon be a major issue for corporations.

Al Gore—who won the 2007 Nobel Peace Prize and whose
film on global warming, An Inconvenient Truth, won two
Oscars—has been speaking out about the limit of earth’s car-
rying capacity and the significant limitation it brings to the
business world. He argues that the financial crisis has awak-
ened businesspeople and alerted them to the fact that envi-
ronmental sustainability will shape the future of business in
the next 25 years.!®

Environmental sustainability will also determine the
progress of poverty alleviation. One can begin to appreciate
the dilemma of sustainability: poverty should be alleviated
but with limited resources. While trying to alleviate poverty
with aggressive economic growth, governments in develop-
ing nations often ignore the preservation of the environment.
Moreover, poor people are forced to deplete scarce natural
resources—clean water and air and fertile agricultural soil—to
maintain survival. These practices will further degrade the en-
vironment and the living conditions of the poor. The solution
to these problems lies in environmentally-friendly innovations
that are developed by social entrepreneurs in the impover-
ished area. We will discuss more about social entrepreneur-
ship in Chapter 8.

SUSTAINABILITY AND SHAREHOLDER VALUE

The two trends—polarization and resource scarcity—will
strengthen the movement toward sustainability. Companies
are increasingly aware of the competitive advantage they can
get if they ride the wave of sustainability. GE is a company
that understands that being a values-driven business is not
simply about doing good. Jeff Immelt, the CEO, recognizes
sustainability as an imperative to cope with the changing
business environment.?? He realized that there is a big gap
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between the mature market and the growing market and clos-
ing the gap will bring good business for GE. He also argued
that the economics of resource scarcity is forcing companies
to create innovative solutions and GE wants to be part of the
solutions. GE wants to show that it can generate profits from
solving social problems, and this is already evident in its work
with solar panels, wind turbines, and water quality research.
As a large public company, GE views sustainable practices as
a means to deliver shareholder value.

In recent years, consulting firm A.T. Kearney has found
that sustainable companies have tended to outperform their
peers during the financial crisis.?! In 16 out of 18 industries
examined, sustainable companies’ stock prices outperformed
the industry average by 15 percent from May to November
2008. Companies that practice sustainability are more re-
silient and adaptive to changes in the business environment.
They deliver more shareholder value.

A 2008 survey of 1,254 executives around the world by
the Economist Intelligence Unit also confirmed that there is a
link between corporate sustainability and strong share price
performance.?? Executives from companies that emphasized
reducing their social and environmental impacts reported an-
nual profit growth of 16 percent and share price growth of
45 percent, while those from companies that did not focus on
sustainability reported annual profit growth of only 7 percent
and share price growth of only 12 percent.

Moreover, executives believe that the concept of sustain-
ability is good for corporations. About 37 percent of respon-
dents said that sustainability attracts consumers, 34 percent
said sustainability improves shareholder value, and 26 per-
cent said that it attracts good employees. Therefore, about
61 percent of the business leaders said that communicat-
ing with shareholders about their companies’ performance
on sustainability is a priority on their agenda over the next
five years. About 24 percent of respondents said that it is
their leading priority, while 37 percent said it is a major
priority.
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There is also growing interest in sustainability from in-
vestors. The interest drives the development of indexes that
track sustainable practices. Consider the following:

¢ The KLD Broad Market Social Index (BSMI) defines good
business practices as those that include environmental,
social, and governance (ESG) consideration.??

* The FTSE4Good Index defines good companies as com-
panies that work toward environmental sustainability,
have positive relationships with all stakeholders, pro-
tect universal human rights, possess good supply chain
labor standards, and counter bribery practices.?*

* The Dow Jones Sustainability Index (DJSI) views sus-
tainable business practices as a means to achieve
higher profit productivity by capturing the market
potential of sustainability-conscious consumers while
reducing the costs and risks associated with unsus-
tainable practices, such as costs of waste management
and crisis mitigation. It defines corporate sustainability
as “a business approach that creates long-term share-
holder value by embracing opportunities and managing
risks deriving from economic, environmental, and social
developments.”?®

¢ Goldman Sachs has introduced the GS Sustain Focus
List, which includes a list of companies with sustain-
able practices.?® Aware of the fact that the world be-
comes increasingly transparent and growth is migrat-
ing to the BRIC countries, Goldman Sachs includes the
concept of ESG similar to that of the BSMI. Moreover,
the list also contains an analysis of emerging industries
such as alternative energy, environmental technology,
biotechnology, and nutrition as well as the practices in
those industries.

In a nutshell, these indexes track companies’ triple bottom
lines, namely, how well a company performs in relationship
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to profit, planet, and people. It measures a company’s eco-
nomic, environmental, and social impact on society. David
Blood, however, criticized these indexes because they fail to
acknowledge that sustainability practices are an integral part
of corporate strategy.?” In developing the indexes, the team
that does the sustainability research is often different from
the team that does strategy research and planning. There-
fore, the linkage between sustainability and strategy might
sometimes be ignored.

MARKETING VISIONARY STRATEGY

According to Willard, there are three main reasons why com-
panies choose the path of sustainable business practices.?8
One reason is that the founders have personal passion. Promi-
nent examples include Ben Cohen and Jerry Greenfield of
Ben & Jerry’s, Anita and Gordon Roddick of The Body Shop,
and Yvon Chouinard of Patagonia. A second reason is that
companies experience a public relations crisis as a result of
public backlash or activist movement. DuPont is one example
of a company that started its sustainable practices because of
a public relations crisis. Finally, companies can opt for sus-
tainable practices because of regulatory pressures. Nike and
Chevron were under scrutiny from regulatory bodies for some
of their practices in the developing world.

However, these reasons do not guarantee continued sus-
tainability. Founders cannot guard the business practices of
their company once the company is sold. Mitigation of a pub-
lic relations crisis and regulatory pressure are usually never a
long-term solution. To be long-term, sustainability has to be
the company’s strategy arising out of its mission, vision, and
values. Management needs to view sustainability as a source
of competitive advantage that will set the company apart from
the competition. This will be key to marketing the corporate
vision to the shareholders.

Marketing to shareholders requires a different approach
than marketing to consumers, employees, or channel mem-
bers. Unlike consumers, shareholders are less impressed with
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compelling brand stories. They are also not employees who
have strong bonds with the corporate culture. The number
one consideration for shareholders is to make a return on
their investment. Yet the shareholders are the ones responsi-
ble for guarding the sustainability of a business. They are per-
sons and organizations that monitor business performance
and make sure that corporate executives do their jobs well.

We know that touching the human spirit in the consumer
and employee market is about making a difference in these
people’s lives. Touching the human spirit in the capital
market is different. To convince shareholders about the
importance of Marketing 3.0 principles, the company needs
to provide tangible evidence that the practice of sustainability
will improve shareholder value by creating a competitive
advantage.

When shareholders think about performance, they think
about profitability and returnability. Profitability is a short-
term goal while returnability is a long-term goal. Companies
such as Amazon.com or eBay were not profitable for the first
few years of their existence. But the promise of returnability
kept their shareholders from withdrawing their investments.
The issue is to find linkage between sustainability, profitabil-
ity, and returnability.

Marketing the vision to the shareholders requires building
a sound business case. The McKinsey Global Survey of CFOs
and investment professionals in 2008 showed that executives
strongly believe that there is a contract between business and
society and that sustainable business practices will improve
shareholder value.?®

Management has the obligation to communicate the long-
term benefits of sustainability, preferably in financial terms.
We compiled three important metrics that can be quantified fi-
nancially. They are improved cost productivity, higher revenue
Jfrom new market opportunities, and higher corporate brand
value. The first metric can directly influence profitability while
the last metric can influence returnability in the long run. The
second metric is in the middle because it can influence both
profitability and returnability.
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Improved Cost Productivity

A good mission will gain support from empowered consumers.
The cost will be lower because companies will benefit from
the power of networks. Communities of consumers will
spread good word-of-mouth reviews about the company’s
brand. Because customers share their satisfaction with other
customers, the company’s advertising costs are significantly
reduced. Product development costs also will be reduced
because of low-cost cocreation with consumers. Consumer
empowerment also means reduced consumer cost-to-serve,
as some business processes are performed by consumers
themselves.

A company that demonstrates strong values will get sup-
port from employees and channel partners. Employee happi-
ness will be high and their work productivity will be elevated.
Companies will also save on hiring and retention costs. Be-
cause employees are living the values in their everyday work,
the need for training is reduced and this is another cost sav-
ing. Employees perform better in their interactions with cus-
tomers and this reduces the costs associated with customer
complaints. Moreover, channel partners are more supportive
and less likely to try to force higher channel remuneration.

With respect to the social and environmental context,
sound practices also reduce costs. A study of 200 compa-
nies by Kaufmann, Reimann, Ehrgott, and Rauer revealed
that companies can gain competitive advantage by adopting
environmentally-responsible practices.3? Their productivity is
high. They consume fewer resources and produce less waste.
A research study by Klassen of 100 Canadian firms also sug-
gests that being green saves money.3! The waste management
and energy consumption is better controlled. The costs and
risks associated with public backlash are lower. The access to
raw materials is more sustainable. In low-income markets,
distribution is helped by community networks. The con-
sumers act as channels to other consumers and the market-
ing cost is lower. Because social and environmentally-friendly
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practices are well accepted by consumers, the cost of con-
sumer acquisition is lower.

Management must make a compelling story and commu-
nicate these long-term cost savings to the shareholders. In
businesses where costs are rising, higher productivity can be
a significant competitive advantage. During a down business
cycle, these cost savings can really determine whether a com-
pany can survive the downturn.

Higher Revenue from New Market Opportunities

Marketing 3.0 practices bring opportunities in various ways.
From a corporate perspective, companies with a good mission,
vision, and values can enter new markets more easily. They
are more welcome. They will have the opportunity to partici-
pate in growth markets in developing countries. Governments
in the developing markets will welcome corporate investment
that will transform the lives of their people. These companies
will also gain support from nongovernmental organizations to
pursue their missions. Furthermore, such companies will be
given more latitude in markets where regulations are normally
tight. With sound business practices, companies will have less
to worry about. The access to new markets means potential
revenue and profit growth, especially because competition in
these markets is lower than in other markets.

Corporations embracing sustainability will have access to
both ends of the market: the mature markets and the im-
poverished markets. Consumers in mature markets love the
concept of sustainability as it touches their human spirit.
A survey by Cone revealed that despite financial tightness,
44 percent of consumers keep buying green products.32 Ap-
proximately 35 percent of consumers even said that their in-
terest increased after the crisis. A study by Forrester Research
also confirmed that 80 percent of consumers are influenced
by socially-responsible brands and 18 percent are willing to
pay more for them.3? Similarly, environmentally-responsible
brands attract 73 percent of consumers and 15 percent of
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those consumers are willing to pay more. On the other hand,
poor communities of consumers need solutions to their prob-
lems. Socially-responsible practices will deliver better solu-
tions and win company respect.

From a marketing perspective, sustainability enables
companies to target new market segments, especially the
growing segments of collaborative, culturally active, and
creative consumers. Sustainable practices earn consumer
admiration and start consumer conversations. With a strong
reputation in communities, companies can improve consumer
acquisition. All these benefits contribute significantly to top
line growth of corporations.

Higher Corporate Brand Value

Hatch and Schultz argue that corporate vision, together with
image and culture, helps build the corporate brand.?* The
corporate brand delivers a seal of approval for any prod-
uct produced by the company. The corporate brand provides
protection from outside threats. When The Body Shop was
challenged by a journalist who doubted the no-animal-testing
practice, the company cited its corporate brand that is well-
known by consumers as a symbol of no-animal-testing. The
journalist’s claim failed to hurt the integrity of The Body Shop.

Executives know that sustainable practices are good for
the company’s reputation. A BSR/Cone survey in 2008 re-
ported that about 84 percent of professionals agree that the
reputational benefit of corporate responsibility is increasingly
essential.?® But the concept of corporate reputation is in-
tangible and therefore sometimes difficult for shareholders
to accept. Fortunately, many consulting firms such as Inter-
brand and Brand Finance offer services to valuate corporate
brand reputation and brand equity. The brand equity metrics
can be interpreted financially and thus are more relevant for
shareholders. Interbrand, for instance, calculated a 25 per-
cent increase in GE’s brand value as a result of its “ecoimag-
ination” agenda—an initiative of GE to provide solutions to
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environmental problems.?® This finding indicates that a com-
mitment to sustainability can have a significant impact on the
company’s reputation and brand.

SUMMARY: BUSINESS CASE FOR MARKETING 3.0

To convince shareholders, a company’s management needs to
formulate and communicate the corporate vision in addition
to its mission and values. In Marketing 3.0, the corporate vi-
sion should embrace the concept of sustainability as it will de-
termine competitive advantage in the long run. The changes
in the business landscape, particularly the market polariza-
tion and the scarce resources, contribute significantly to the
increasing importance of sustainability. The company needs
to communicate to its shareholders that adoption of sustain-
able practices will improve cost productivity, lead to higher
revenue growth, and improve corporate brand value.
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CHAPTER SEVEN

Delivering
Socio-Cultural
Transformation

MARKETING TO THE POST-GROWTH MARKET

A maturing market always poses a challenge for marketers.
There is little or no growth. Existing consumers are knowl-
edgeable and begin to see products as commodities. Creative
companies differentiate themselves in this market with great
service and exciting experience. All of those may fuel market
growth for a while but they will eventually be commodities as
well. Marketers need to step up and deliver transformation.!
Transformation lasts longer as it makes a stronger impact on
human lives.

In mature markets such as the United States and the
United Kingdom, an increasing number of consumers favor
companies whose activities have a positive socio-cultural im-
pact. Consider the following from recent surveys.

* For the past 15 years, surveys by Cone have consis-
tently shown that 85 percent of American consumers
have positive images of companies that support social
challenges. Even in difficult times, more than half of
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the consumers still expect companies to support social
challenges.?

e Even during the recession, 38 percent of Americans
were undertaking socially-conscious activities in 2009.3

¢ The majority of consumers in the United Kingdom (93
percent) want companies to improve the social impact
of their products and services, according to a survey by
Ipsos Mori.*

Companies need to address the challenges in society and
participate in finding solutions. In the United States, profound
social issues include wellness, privacy, and job losses due to
offshoring. The challenges have been around for years. Every-
one knows them and yet no one would expect any corporation
to be able to solve them overnight. Being a marketer in the 3.0
era is not about single-handedly creating change but about
collaborating with other companies to find creative ways to
solve problems.

Two forces oblige companies in a mature market to sup-
port a transformation. These are the need for future growth
and the call for strong differentiation. The following two ex-
amples show why transforming consumer lifestyles can stim-
ulate growth and create strong differentiation.

Need for Future Growth: Disney on Children’s Nutrition

The Walt Disney Company primarily focuses on entertain-
ment. Besides its theme parks, Disney is the world’s biggest
character franchisor—Mickey Mouse, Donald Duck, Winnie
the Pooh and many others—with a comfortable lead against
other well-known character owners such as Warner Bros. and
Nickelodeon. Recently, Disney acquired one of its competitors,
Marvel Comics, for $4 billion to strengthen its position in the
character franchise market.®

Besides the focus on entertainment, the company also
leverages its access to children by selling consumer products.
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In this particular business area, it addresses consumer well-
ness challenges—obesity specifically—and builds the issue
into its business model.® Disney Consumer Products (DCP)
is trying to transform the eating habits of children in collabo-
ration with several partners.

In 2004, DCP learned from a UNICEF report that over
30 percent of U.S. children between 5 and 9 years old were
overweight and 14 percent were obese. DCP itself was not
seen as a major contributor to this problem but was spot-
lighted because one of its franchisees was McDonald’s, which
was perceived as a key contributor to child obesity in the
United States. To help in the growing health awareness among
children and their moms, DCP designed a set of nutrition
guidelines called “better for you” which was adapted from
the guidelines set by the U.S. Food and Drug Administra-
tion (FDA). The internal guidelines outline a basic formula for
Disney’s franchisees to produce healthy foods. DCP applied
the guidelines to Imagination Farms, its franchisee for fresh
produce. It also collaborated with Kroger, one of the largest
supermarket chains in the United States, to develop Disney-
branded private label products based on the guidelines. To-
day, DCP contributes around 6 percent of the entire Disney
business conglomerate’s revenues and is part of the global
solution for obesity.”

The company’s move is a strategy to anticipate the emerg-
ing trends of health conscious consumers. The best strategy
is to engage the future consumers: the children. Connecting
with them early in their lives will help Disney capture future
growth in the mature market.

Call for Strong Differentiation: Wegmans on Healthy Living

As a category killer, Wal-Mart poses a great threat to super-
markets. The only differentiation that other grocers rely on
is the spatial differentiation due to their more convenient
store locations. That differentiation is now relatively weak
after Wal-Mart’s move into neighborhood markets. Without



124 APPLICATION

stronger differentiation, grocers will have difficulty justifying
their higher prices and competing against Wal-Mart’s every-
day lower prices.

To cope with this challenge, several grocers have worked
to build up their differentiation and, in the process, trans-
form the lifestyles of their consumers. Wegmans Food Mar-
kets is one example. A privately-owned supermarket chain
that promotes a healthy lifestyle, Wegmans is rated one of the
best companies in Fortune magazine’s annual survey of best
companies to work for.8 It supports its employees in develop-
ing healthy lifestyles. Wegmans is also considered one of the
best in merchandising and creating comprehensive in-store
experiences with its supplementary pharmacy, wine shop,
video rentals, dry cleaner, bookstore, and child play area. The
store’s retail floor productivity is above average and its oper-
ating margin is better than that of Wal-Mart and even Whole
Foods.

Wegmans has popularized the concept of “home meal re-
placement” by providing healthy and tasty prepared foods. It
promotes the “eat well, live well” principle, which is a combi-
nation of eating fruits and vegetables, doing physical exercise,
tracking calories, and measuring progress on a health index.
Wegmans believes that health is highly correlated with nu-
trition and that promoting a healthy lifestyle contributes to
the community and is good for its business. Along with other
grocers such as Whole Foods, the company is creating game-
changing rules for the industry. As consumer health aware-
ness increases, other grocers are using the issue of health as
a differentiator. Even Wal-Mart is forced to address the issue
of health in its marketing activities. Stronger differentiation
on the part of other grocers reduces Wal-Mart’s ability to be a
category Kkiller in the grocery segment.®

FROM PHILANTHROPY TO TRANSFORMATION

More businesses are addressing social issues through philan-
thropy. Companies donate a portion of their revenues to char-
ities or a specific social cause. Education is known to be the
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favorite object for philanthropy in which 75 percent of com-
panies are participating.!® Although the donations will help
a good cause, many companies use philanthropy primarily to
improve their reputation or get a tax deduction.

Philanthropy is not limited to the mature markets in the
West. In emerging markets, philanthropy is even more pop-
ular. Merrill Lynch-Capgemini finds that Asia’s millionaires
committed 12 percent of their wealth for social causes, while
millionaires in North America only contribute 8 percent and
those in Europe 5 percent.!!

Although philanthropy helps society, we should never
overestimate its socio-cultural impact. Recent growth in phi-
lanthropy is driven by the changes in the society. People are
more concerned about other people around them and are
more willing to give back to society. Even in a recession,
75 percent of Americans still donate to a social cause, accord-
ing to a Gallup poll.!? But philanthropy does not stimulate
transformation in the society. Transformation in the society
drives philanthropy. That is why addressing social issues with
philanthropic activities will have a rather short-term impact.

A more advanced form of addressing social challenges is
cause marketing—a practice where companies support a spe-
cific cause through their marketing activities. The American
Express Company first used cause marketing when it wanted
to help raise money for the repair of the Statue of Liberty. The
company said that it would donate 1 percent of the charges to
its credit card to the repair fund. Many Americans responded
by charging their purchases to the American Express Card
instead of Visa or MasterCard.

In cause marketing, companies direct their energy, not
just their money, to address the cause. They start to link
the cause to their products. For example, Quaker launched
a campaign against hunger as an effort to promote the health
benefit of oatmeal.!® A number of actions will be carried out
including food drives, grants for social activities, and oatmeal
donations. Haagen-Dazs’ “Help the Honey Bee” program aims
at preserving colonies of honey bees and positions honey bees
as an important source of food supply, especially for making
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ice cream.!* Through social media, consumers are encour-
aged to plant flowers and eat natural foods to help the bees.
Two groceries, Waitrose in the United Kingdom and Whole
Foods in the United States, are practicing cause marketing.!®
Every time consumers shop, they will be handed a token,
which they can insert into any local charity box they want.
At the end of the campaign, the tokens in each box will be
exchanged for cash and donated to the designated charity.

Many philanthropic companies have chosen to support
a specific cause that appeals to their specific consumers or
employees. The Avon Corporation has helped raised over one
hundred million dollars to support breast cancer research.!®
Clearly, its customers are primarily women and Avon wants
to help in this cause that is primarily associated with
women. Motorola is generous in supporting major engineer-
ing schools. Motorola profits from improved teaching and
research in engineering schools in that they hire many
engineers.!”

Philanthropy and cause marketing have been gaining pop-
ularity in recent years. A global survey by Edelman sug-
gests that 85 percent of consumers prefer socially respon-
sible brands, 70 percent will pay more for the brands, and
55 percent will even recommend the brands to their family
and friends.!® Companies are aware of this fact. They are in-
creasingly recognizing that their employees, consumers, and
the public at large develop a view of a company not only based
on the quality of its products and services but also on its de-
gree of social responsibility. A majority of business executives
around the world (95 percent) acknowledged that business
has to contribute to society.'® They predicted that demand
from consumers and employees to support social causes will
influence their strategy in the next five years.

Today, both philanthropy and cause marketing are still
working but they are not used strategically. They are of-
ten only part of a public relations or marketing communi-
cations strategy. Therefore, they are not shaping the view of
top-level executives and how executives run their businesses.
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Corporate executives still see social causes as a responsibility
instead of an opportunity to create growth and differentiation.

Another issue is that company philanthropy may lead to
some consumer involvement but doesn’t tend to empower or
transform them. Their lifestyles stay the same. Empowerment
means self-actualization. It is about allowing your consumers
to move up the Maslow pyramid and fulfill their higher needs.
Creating transformation is the ultimate form of marketing to
the mature market.

In Marketing 3.0, addressing social challenges should not
be viewed only as a tool of public relations or as a way to
diffuse criticism of some negative fallout from the company’s
practices. On the contrary, companies should act as good
corporate citizens and address social problems deeply within
their business models. Some companies can strengthen their
impact by moving from philanthropy and cause marketing
campaigns into socio-cultural transformation (see Figure 7.1).
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Figure 7.1 Three Stages of Addressing Social Issues in
Marketing
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Socio-cultural transformation sees consumers as human be-
ings who should be empowered to move up the Maslow
pyramid. It is more relevant to companies not only at the prod-
uct level but also at the business model level. By utilizing the
power of collaboration, it can lower cost and create higher
impact.

THREE STEPS TO TRANSFORMATION

Delivering socio-cultural transformation involves a three-step
process that begins with defining which challenges to address
(see Figure 7.2). Once specific challenges are chosen, a com-
pany should define its key constituents who mainly include
its target market and the surrounding stakeholders and com-
munity where it does business. The final step is to offer trans-
formational solutions.

Identify Socio-Cultural Challenges

A company should choose to promote issues based on three
criteria: the relevance with its vision-mission-values, the busi-
ness impact, and the social impact.

Identify Socio- Select Target . ?ffer donal
Cultural Challenges Constituents (XIS (DA (DT
Solution
— Identify current and predict — For immediate impact: — Provide behavior-changing
future challenges select constituents such as solutions moving up the
Chall includ the middle class, women, Maslow Pyramid
allenges may include or the elderl .
wellness (nutrition and ) ) Y — Aim towar_d more
health care), education, or — For future impact: select collaborative, cultural, and
children and youth creative transformation

social injustice

Figure 7.2 Three Steps of Creating Socio-Cultural
Transformation
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In mature markets, wellness is the one popular social
cause that many companies are addressing. Health care costs
in the United States have reached 16 percent of the total GDP,
or $2 billion per year since 2006.2° But the interesting fact is
that the majority of the health problems are caused by bad,
yet preventable, lifestyle behaviors. Around 45 percent of pre-
mature deaths are caused by obesity, unfitness, and smoking.
A significant number of people in the United States are ei-
ther overweight or obese. Instead of exercising regularly, they
smoke. These lifestyles create serious burdens on the econ-
omy. Hence, changing the lifestyles of consumers could have
a major impact not only on society’s wellness but also on the
economy.

Wellness itself is a broad theme that includes several sub-
themes such as malnutrition, imbalanced diet, obesity, and
unfitness; various kinds of disease and epidemics; natural
disaster and refugees; personal and work safety; and many
others. Companies that choose nutrition themes include well-
known companies such as organics advocate Whole Foods
and slimming advocate Subway. Themes like disease pre-
vention and medication are the province of pharmaceutical
companies such as Merck, GlaxoSmithKline, and Novartis,
which are improving access to specific medicines in certain
communities.

Education is also one of the most popular themes. While
wellness themes are generally selected by food and bever-
age, grocery retail, and pharmaceutical companies, educa-
tion themes are often selected by services companies. One
of the prominent cause marketing programs in education is
IBM’s Reinventing Education. The program leverages IBM’s
resources (researchers, consultants, and technology) to help
schools around the world in executing their educational
transformation. The program has strategic importance to IBM
especially in developing talents to support its future business.
Another education program by IBM is the KidSmart Early
Learning Program. The software and web-based program is
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utilized by 2.6 million children in 60 countries to enhance
their learning experience.

Social justice is another popular theme and includes fair
trade, employment diversity, and empowerment of women.
One of the well-known companies that has chosen social
justice as its key theme is The Body Shop. The values such
as “support community trade” and “no animal testing” and
programs such as “Stop Violence in the Home” are reflections
of the company’s commitment to promoting social justice. So-
cial justice also covers the issue of offshoring. The emergence
of China and India poses significant challenges in developed
nations. As companies pursue efficiency and move offshore,
many people lose their jobs and the economy may potentially
be hurt.?!

Privacy is another issue. The rise of consumer-centricity,
especially the one-to-one marketing in the last few years,
spurs the use of data mining tools. Consumers are dynam-
ically profiled every time they use their loyalty card or credit
card. In pursuit of behavioral insights, consumers are ethno-
graphically videotaped with surveillance cameras in retail
stores. Social media and Google searches may reveal identities
of consumers publicly. This is a dilemma in Marketing 3.0: as
consumers are increasingly networked, they have no personal
space. IBM, together with vendors from Eclipse Group, tries
to solve this social challenge with the Higgins project.?? Hig-
gins will allow consumers to browse the Internet without the
fear of losing their privacy. It will mask consumers’ personal
identities while active on their networks.

Select Target Constituents

The selection of target constituents also requires under-
standing a company’s key stakeholders—especially the con-
sumers, employees, distributors, dealers, suppliers, and
public at large. To make a significant impact, companies
should choose constituents that have major influence in the
overall society.
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There are typically three types of constituents. Gender
and age groups such as women, youth, and the elderly are
the first. Women are often underestimated for their poten-
tial. In the book Don’t Think Pink, the authors point out
that a large number of women not only contribute half of
the household income and own businesses but also act as
purchasing agents in the home and in the office.?® Silver-
stein and Sayre argue that women will drive the economy
due to their purchasing power ($13 trillion in annual in-
come), which is more than twice the combined GDP forecast
of China and India in 2009.2* Women also hold the deci-
sion making power when it comes to important issues such
as food and fitness. These two issues are the major roots of
many social problems related to health care. Moreover, con-
sumer empowerment will work better for women than for men.
Some 44 percent of women do not feel empowered and
therefore seek out empowering brands.

Targeting the oldest and the youngest members of the so-
ciety —the baby boomers and Gen Y—will give companies an
opportunity to make an impact as well. A survey by the Hid-
den Brain Drain Task Force as well as the complementary
focus groups and interviews conducted by Hewlett, Sherbin,
and Sumberg revealed this fact.?> Both the top and bottom
age segments love to contribute to society (86 percent of
Gen Y and 85 percent of baby boomers) even more than the
segments between them.

Youth are more aware of social issues according to a poll
by Youthography. About 90 percent of American youth con-
sider social responsibility important in their purchase de-
cisions. Moreover, children and youth are considered the
future consumers. For that reason, they are typically a key
constituent for nutrition and education. In countries with
aging populations such as Japan and most countries in
Europe, the elderly are considered a primary target market
for health products and services.?® In many cases, they could
become the key constituents for social justice and disease
prevention.
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The second type of constituent is the middle-class group.
Persons in the middle class are not poor but have limited
resources. Eduardo Giannetti da Fonseca, a distinguished
Brazilian economist, defines the middle class as “people who
are not resigned to a life of poverty, who are prepared to make
sacrifices to create a better life for themselves but who have
not started with life’s material problems solved because they
have material assets to make their lives easy.”?” The middle
class is the biggest consumer market, but people in the group
have major challenges with wellness, education, and social
justice. Therefore, addressing such themes may attract the
middle class as key constituents.

The third type of constituent are minority groups. This
segment includes certain races, religious believers, and the
disabled who lack empowerment in society. The group is most
often a constituent for the diversity cause. Fortune magazine
annually ranks 100 best companies to work in for minorities.
The magazine’s 2009 list of the most diverse employers in-
cludes companies such as Four Seasons Hotel, Qualcomm,
T-Mobile, and Cisco Systems which have more than 40 per-
cent minority employees.

Offer Transformational Solution

The final step is to provide the transformational solutions.
A survey by McKinsey revealed that companies are expected
to solve social challenges by creating jobs (65 percent), de-
veloping breakthrough innovation (43 percent), and mak-
ing products or services that provide solutions to the issues
(41 percent).?8

Office Depot, for instance, tries to help society by creat-
ing jobs by doing business with small vendors from histori-
cally underutilized businesses or HUBs.2° Office Depot is also
inspired by the local hiring practices of one of its vendors,
Master Manufacturing, a company that produces chair cast-
ers and cushions. The company creates jobs for minorities
and it has become one of its key differentiations. Office Depot,
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by collaborating with HUBs, gains competitive advantage and
demand for their products is high. More importantly, it cre-
ates local jobs as a way to combat the issue of offshoring.

Breakthrough innovations aim at moving human beings
up the Maslow Pyramid. IDEO, a design company, creates an
innovative approach called the Human-Centered Design.®° It
views solutions through three lenses: desirability (how deep
is the need for the solution), feasibility (how possible is it to
execute technically and organizationally), and viability (how
promising is it from a financial perspective).

Companies can adopt this open-source approach by con-
ducting a three-phase process: hear, create, and deliver. In the
hear phase, a team of multidisciplinary people will do the deep
dive, ethnographic research done to reveal hidden challenges
in detail. The team will immerse itself in select communities
and capture stories and metaphors and try to understand the
human needs of the target constituents. In the create phase,
they will identify opportunities, design solutions, and develop
prototypes through synthesis and brainstorming. The team
will assess the desirability through feedback loops. Finally, in
the deliver phase, they will do feasibility and viability assess-
ment and develop the plans.

Remember that companies are not expected to do the
transformation alone. They have to collaborate with one
another and with the stakeholders. In fact, they must collab-
orate with their competitors. Whole Foods and Wegmans, for
instance, are essentially competitors. But together they stim-
ulate a giant competitor like Wal-Mart to advocate healthy
living. All three of them are cocreating transformation in the
society.

SUMMARY: BUILDING TRANSFORMATION INTO YOUR
COMPANY’S CHARACTER

Companies are traditionally started for the purpose of mak-
ing a profit through satisfying some set of market wants and
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desires. If they succeed and grow, they will usually receive
requests to make donations to worthwhile causes. They may
handle this by giving miscellaneous small contributions or by
establishing cause marketing campaigns.

Over time, then, the public begins to expect companies to
operate as engines for socio-cultural development and not en-
gines for profit making. An increasing number of consumers
might begin to judge companies in part by their level of com-
mitment to public and social issues. Some companies may
rise to the occasion by building social challenge into the very
fabric of their character. They transform the society. At that
point, such companies have entered the Marketing 3.0 stage
of being.
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CHAPTER EIGHT

Creating Emerging
Market Entrepreneurs

FROM PYRAMID TO DIAMOND, FROM AID
TO ENTREPRENEURSHIP

Lasting peace cannot be achieved unless large population groups
find ways in which to break out of poverty. Microcredit is one such
means. Development from below also serves to advance democ-
racy and human rights.

—Ole Danbolt Mjgs!

This statement from the chairman of the Norwegian Nobel
Committee led Grameen Bank, Bangladesh’s microfinance
institution and its founder, Muhammad Yunus, to be the
cowinners of the 2006 Nobel Peace Prize. The award was an
important milestone in the world’s effort to reduce poverty, as
stated in the United Nation’s Millennium Development Goals.

Eradicating poverty is arguably humankind’s biggest
challenge.? The challenge is to transform the structure of
wealth in the community from a pyramid to a diamond.
A pyramid means there are a few people who have very
high purchasing power at the top of the pyramid. More con-
sumers will be at the medium section of the pyramid and the
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majority of consumers at the very bottom.? The pyramid must
be reshaped into a diamond. In other words, more people at
the bottom of the pyramid should have higher purchasing
power and therefore move to the middle level. The bottom of
the pyramid will shrink and the middle will fatten.

This has been happening dramatically in China as its
economy grows at a fast rate and becomes a world power.
Fareed Zakaria found that poverty alleviation is happening at
a faster rate in China than in any other country.# This is also
happening in India. Extreme poverty in rural India has de-
clined greatly from 94 percent to 61 percent in 20 years from
1985 to 2005. It is projected to decline further to 26 percent
by 2025.5 According to McKinsey Global Institute, there are
five income segments in India (see Table 8.1). In 2005, the
biggest disposable income belonged to the bottom segments.
However, in 2025, the biggest disposable income will belong
to the middle segments. As the middle segment grows, people
in this group will have a different lifestyle, and discretionary
spending on such items as mobile phones and personal care
will climb up on their priority lists.

A team of experts led by Jeffrey Sachs predicted that
this transformation from pyramid to diamond would happen
universally around the world. They estimated that extreme
poverty—people living on less than $1 per day—will be elim-
inated by the year 2025.6 But an unlikely premise must be

Table 8.1 Prospective View of the Five Income Segments in

India
Aggregate Disposable Income
(trillion Indian rupees)
Annual Income

No. Segment (in Indian rupees) 2005 2015 2025
1 Global >1,000,000 2 6.3 21.7
2 Strivers 500,000 - 1,000,000 1.6 3.8 20.9
3 Seekers 200,000 - 499,999 3.1 15.2 30.6
4  Aspirers 90,000 - 199,999 11.4 14.5 13.7
5 Deprived <90,000 5.4 3.8 2.6
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fulfilled: All 22 advanced countries have agreed to provide
0.7 percent of their national income and must consistently
contribute this amount of aid.”

However, we do not see foreign aid as a sustainable so-
lution. It is like feeding the impoverished people fish but not
teaching them how to fish. The real solution has to be an
investment and a promotion of entrepreneurship. The poor
should be empowered to be able to lift themselves to the mid-
dle of the pyramid.

A key actor in this solution is not nonprofits and govern-
ment. It is corporations that generate the vast majority of the
economic development and that own the business network.
Companies should help the poor even if only for the selfish
reason of expanding the market. However, ultimately the
three parties have to work together in collaboration to get the
job done.

THREE ENABLING FORCES AND FOUR REQUIREMENTS

Three enabling forces can make this solution happen. The
first force is increased access among the poor to information
and communication technology infrastructure. The impoveri-
shed community needs to be more exposed to information
and income-generating opportunities. The Internet trans-
forms farmers in India into a community of e-farmers with
access to daily prices of crops in overseas trade markets. They
can also search for other important information including the
latest farming methods and weather forecasts. This enables
them to ask for the best price for their produce.® The intro-
duction of mobile phones by Grameen Phone in Bangladesh
also enhances interconnectivity among farmers and hence
facilitates community conversation.®

The next force is the blend of excess supply, undercon-
sumption in mature markets, and hypercompetition at the top
and middle of the pyramid. It stimulates companies to look for
other growth markets. Banks started to serve the previously
“unbankable” and provide microloans to low-income commu-
nities. Some financial institutions in Latin America, forced



140 APPLICATION

by the narrower spread in the top and middle markets, pursue
this strategy to gain more diversified portfolio risk.!® Multina-
tional companies such as Unilever have established a foothold
in the rural market in search of growth.!! These consumers
have simple needs and therefore require a lower cost to serve.
Dell is embracing the Indian market with affordable comput-
ers to compensate for its declining sales in mature markets
and is collaborating with a number of channel partners.!2

The final force is government policy to discourage people
from migrating to overcrowded urban areas. Urban growth
will put heavy pressure on the urban infrastructure. Invest-
ment in the rural areas, on the other hand, will increase
the quality of life of the rural people and help slow migra-
tion. This is what China was aiming at when it planned to
increase its budget for investment in rural areas by more
than USD13.9 billion in 2008.!3 It is a strategic step to avoid
the kind of infrastructure impairment that happens in India
where growth is heavily concentrated in megacities such as
Delhi, Mumbai, and Calcutta.!4

All three forces help deliver a huge underserved market.
Ease of information access makes it easier to promote prod-
ucts and educate the market. And governments will want to
support and facilitate any companies that would like to invest
in rural development.

Our observation of these three forces leads us to a solid
conclusion: doing well by doing good disruptively—having im-
pressive business growth by making poverty history—can be
achieved by investing in emerging markets or in the low end of
an established market. This is what Stuart Hart and Clayton
Christensen referred to as a “great leap downward”—to the
bottom of the economic pyramid, where disruptive innovation
is needed to address the social challenges caused by the im-
balanced economic growth.!® Disruptive innovation usually
brings cheaper, simpler, and more convenient products that
are initially embraced by poor consumers.!® Examples of dis-
ruptive innovations for the poor would include a cell phone
selling for $5, a laptop selling for $100, and so on.



Creating Emerging Market Entrepreneurs 141

However, to ensure that the disruptive innovation truly re-
duces poverty, Michael Chu put forward four requirements:!?

1. Its scale should be huge to reach the billions who are
in poverty.

2. Solutions must be enduring and last over generations.

3. Solutions must be truly effective and make a difference.

4. All this must happen efficiently.

Grameen Danone Foods in Bangladesh is one of the few
companies that understands these four requirements. When
Grameen Group and Groupe Danone formed the 50-50 joint
venture, the mission they had in mind was simple: saving the
world with a cup of yogurt.'® An affordable dairy product from
the company created several hundred livestock-farming and
distribution jobs in the local community. Learning from this
small success, the joint venture started to get ambitious. In
order to address poverty in a significant way, Grameen and
Danone intend to reinvest the profits of Grameen Danone
Foods and expand the model throughout the country.!® This
action is 1) huge in scale because of its national rollout, 2)
enduring for generations because of its job-creating impact,
3) proven effective because it creates better living conditions,
and 4) efficient because it involves the community.

THE MEANING OF SOCIAL BUSINESS ENTERPRISE

Social business enterprise (SBE) is a term coined by Muham-
mad Yunus to describe a company that is making money while
impacting the society in which it operates. It is neither an
NGO nor a philanthropic foundation. An SBE is built with a
social purpose in mind right from the beginning. But it is also
possible to transform an established company into an SBE.
The basic factor determining whether a company is dubbed
an SBE will be whether the social goal remains its primary
business objective and is clearly reflected in its decisions.?°
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SBEs offer the greatest hope if they can be created from
the bottom of the pyramid. Indonesia—a country that is re-
garded as a microfinance flagship coped with the financial
crisis of the 1990s and has continued to develop favorably
in its aftermath—provides an interesting case. Bank Rakyat
Indonesia’s microfinance operations reach approximately one
third of Indonesian households. It is estimated to be the
world’s largest microfinance institution with over 30 million
savers and the third largest microcredit provider with more
than 3 million borrowers.?! The borrowers hopefully will be-
come new social entrepreneurs who will strengthen the eco-
nomic foundation of Indonesian society.

There are three measures of the success of an SBE in
relation to strengthening the economic foundation of the
society.?? Using these measures, you can easily identify which
company is an SBE and which is not. First, an SBE stretches
disposable income. Second, it expands disposable income.
And finally, it increases disposable income.

Stretches Disposable Income

An SBE stretches disposable income by providing goods and
services at lower prices. An example is Unilever's Annapurna
affordable iodized salt. Before the product was widely avail-
able, 30 percent of children under five in Africa had io-
dine deficiency disorders because of heavy consumption of
cheaper noniodized salt.?® Another example is the House-
for-Life program.?* Launched in 2005, it is a program from
Holcim Sri Lanka offering low-cost housing solutions.

Expands Disposable Income

An SBE expands disposable income by providing goods and
services not previously available for the bottom of the pyra-
mid. The development of no-frills high-tech products that
address the digital divide provides a good example of expand-
ing disposable income. Nicholas Negroponte’s XO and Nova
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netPC, the most popular efforts to provide the poor with per-
sonal computers, are examples.?> Pharmaceutical companies
such as GlaxoSmithKline and Novo Nordisk have begun to
improve access to essential medicines to the bottom of the
pyramid. 26

Increases Disposable Income

An SBE increases disposable income by growing the eco-
nomic activity of the underserved society. Grameen Phone il-
lustrates an SBE by this measure. The mobile phone industry
in Bangladesh—largely driven by Grameen Phone—created
a total value added of $812 million in 2005 and con-
tributed directly and indirectly to more than 250,000 income
opportunities.?” Another example is Hindustan Lever’s Project
Shakti, which employs thousands of underprivileged women
as its sales force to bring its products to rural consumers
and provides them with significant disposable income.?® The
women sell its products, which are in the form of small, af-
fordable sachets suited to the local needs and income level.
Hindustan Lever supports the entrepreneurs by providing on-
the-job training and introducing them to selling skills.

To whatever level an SBE aspires, ensuring success
involves a few guiding principles.

¢ Market Education SBEs must educate the under-
served market continuously, not only on product ben-
efits but also on how to increase their quality of life
as related to the SBE’s business. For example, an SBE
selling affordable health supplements will also educate
its customers about health and hygiene. Otherwise, the
products will not be connected to the customers.

¢ Linkage with Local Communities and the Informal
Leaders SBEs must also build linkages with local
communities and the informal leaders such as doctors,
teachers, heads of villages, and religious leaders. It is
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very crucial in doing business with the low-income seg-
ment to eliminate the cultural barriers and resistances.

¢ Partnership with the Government and NGOs SBEs
must partner with the government and NGOs. Linking
the corporate objectives with the government’s mission
will help reduce the cost of market education and the
overall campaign. Also, it will add credibility and facili-
tate acceptance of the SBE’s effort.

MARKETING FOR POVERTY ALLEVIATION

To succeed, all marketing mix variables of an SBE may
have to be redesigned. This redesign often creates superior
and streamlined business models that challenge conventional
ones.?° Table 8.2 provides a summary of the marketing model
that needs to be built for a social business enterprise.

Table 8.2 The Marketing Model of an SBE

Elements of

Social Business Enterprise

No Marketing Business Model
1 Segmentation Bottom of the Pyramid
2 Targeting High Volume Communities
3 Positioning Social Business Enterprise
4 Differentiation Social Entrepreneurship
5 Marketing Mix
e Product Products not Currently
Accessible for
Low-Income Customers
e Price Affordable
e Promotion Word-of-Mouth
e Place Community Distribution
6 Selling Sales Force of Social
Entrepreneurs
7 Brand Iconic
8 Service No-Frills
9 Process Low-Cost
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Segmentation and Targeting

An SBE usually has a simple segmentation target, namely,
people at the bottom of the pyramid. However, an SBE can
view the market creatively by understanding the variance
in attitudes of low-income consumers. Modifying the VALS
system, low-income consumers can be classified into four
segments3C:

1. Believers Believers are conservative consumers with
strong beliefs in traditional moral values. They love
their families and communities. Their consumption
pattern is predictable because they always choose fa-
miliar brands. Their loyalty to certain brands is high.

2. Strivers This type of consumer is driven by social
approval. They pursue achievement to impress their
peers. They choose products that they can show off and
mimic those of the rich. Although achievement-driven,
lack of resources inhibits them from moving forward.

3. Makers Makers like to express themselves through
concrete activities. They build houses and farms with
their practical skills. They prefer practical and func-
tional products and are not impressed with emotional
value.

4. Survivors Because their material resources are the
lowest of the four segments, survivors focus on meet-
ing basic needs rather than fulfilling desires. They are
cautious consumers who will always look for bargains.

Because an SBE targets a segment that does not have a
high value in terms of individual transactions, the aim is high-
volume communities. Community is an important part of a
strategy to serve lower income customers. First, it helps in
spreading the word, which is important for market education
and commercial communication. Second, it is easier to con-
trol the community groups. In several cases where collection
of payment for the services is an issue, having a community
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approach is beneficial for an SBE. The community will try to
safeguard its integrity and try to help its members in fulfill-
ing their payment obligations. This is true in most microloan
contexts.

Positioning-Differentiation-Brand

Poor consumers are not necessarily attracted to whatever is
low cost; they value trusted brands. Therefore, the brand
should be an icon of the society. According to Douglas Holt,
icons represent a particular kind of story that consumers use
to address their anxieties and desires.3! In this case the anx-
ieties and desires of the poor are the opportunity to improve
their way of life.

The positioning in the target segment can be crafted in nu-
merous ways. The company can be positioned as “a hero for
the poor” or as a company that “teaches people how to fish in-
stead of giving them free fish.” The main message is the same:
A social business enterprise helps people to improve their
lives by providing affordable products and income-generating
opportunities.

If it is a multinational company, the positioning should
be localized to the community level. Philips in India, for ex-
ample, positions itself as a “health care services provider for
rural communities.”3? Philips India introduced DISHA (Dis-
tance Healthcare Advancement Project) in 2005 with the goal
of enhancing the quality and affordability of health-care ser-
vices for poor people. Philips provided mobile clinics in which
poor communities can get diagnostic testing and consultation
with doctors on topics such as mother-child care and trauma
treatments.

To strengthen the positioning, an SBE should try to create
social entrepreneurship as a differentiator. A typical differen-
tiation for a real SBE as opposed to other socially responsible
companies and NGOs is that an SBE provides a long-term
solution by providing entrepreneurship at the bottom of the
pyramid.
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For example, the Co-operative Group in the U.K. has
a set of differentiators deeply rooted in social business

entrepreneurship.33

It establishes its strong position as a
leader for fair trade. Compared to other retailers, it sells more
fair trade products in more stores. It has private labels of
coffee dedicated to fair trade. Furthermore, with its Commu-
nity Dividend scheme, customers can instantly donate their

money to community causes.

Marketing Mix and Selling

A company’s differentiation should be reflected in its market-
ing mix. Its products should be ones not currently available
for low-income customers. The price should be affordable.
Remember that the most important thing for low-income cus-
tomers is affordability, not simply cheaper prices. D’Andrea
and Herrero argued that in the context of poverty, price is
associated with the Total Purchasing Cost, not just price
alone.?* Some poor customers, especially those in rural
areas, often buy products in urban areas; Total Purchasing
Cost can include transportation costs and other costs such
as comrmuting time.

Companies should be creative in packaging. The strategy
is the unbundling of product. When disposable incomes limit
the amount consumers can buy at any one time, it becomes
extremely important to deliver products and services in af-
fordable packages. For example, companies can sell sachets
as single packages for one-time use only. Companies can also
create a smaller sized product package that is more affordable
to lower income customers. These are called economical pack-
ages. The actual per-item price for these smaller packages is
higher, but they are affordable.

Promotion will use the power of word of mouth within a
community. The best way is to approach the informal leaders
in the community. An informal leader can be a teacher or a
religious leader. Women can also be great product am-
bassadors. Muhammad Yunus of Grameen Bank extends
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microloans virtually only to women because they are influ-
ential and they are the majority of the underserved poor.
They talk to each other and create conversation in the
comrmnunity.

Distribution is also most effectively done on a peer-to-peer
basis within a community. Traditional delivery is too costly to
reach distant locations with relatively small markets. There-
fore, community distribution that uses consumers as licensed
sales agents in low-income areas is often the best possible so-
lution. People trade with their own community, which creates
a win-win relationship within the community itself. The buy-
ers can consume an affordable product while the sales agents
can create income for themselves.

Production and distribution costs made it unprofitable to
sell physical top-up cards for mobile phones in the Philip-
pines that are worth less than 300 pesos. Globe Telecom
responded by establishing over-the-air reloading; customers
pay a licensed individual distributor to top up electronically.
This example also shows how the selling effort can leverage
the power of community networks. Our sales force should be
from our own target market. People who are in the community
are best able to understand the purchase and usage behavior
of their peers.

Service and Process

Because the profit margin in terms of percentage for the busi-
ness at the bottom of the pyramid is relatively small, the
business models should be no frills and low cost. To achieve
such low cost, community-based service and process are re-
quired. Informal leaders such as school principals, teachers,
and religious leaders are in the best position to serve the local
communities of consumers.®® They are the community ser-
vice agents that have the information and ability to monitor
the service level. Manila Water utilizes collective billing to en-
force timely payment. Cemex’s Patrimonio Hoy promotes its
low-cost building program through teachers and church lead-
ers to gain more buy-in from the community.
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SUMMARY: ALLEVIATING POVERTY BY ENCOURAGING
ENTREPRENEURSHIP

Poverty remains one of the most urgent problems facing
mankind. In too many societies, the distribution of income
is in the shape of a pyramid rather than a diamond, with too
many poor at the base of the pyramid. But as Prahalad and
others have pointed out, there is a fortune at the bottom of the
pyramid. China and India, in particular, are making strong
moves to turn their pyramids into diamonds. One answer is
microlending to the poor, typically women, who use the money
in a productive way and show very high rates of repayment. A
broader answer is to encourage the formation of social busi-
ness enterprises among entrepreneurs, companies, and the
poor. An SBE is wedded to a social purpose but also hopes
to make money in the process. SBEs offer the promise of res-
cuing poor people by giving them opportunities and also by
using a modified marketing mix that makes their product and
service offerings more affordable and accessible to the poor.
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CHAPTER NINE

Striving for
Environmental
Sustainability

Another way to make a difference is to solve one of the biggest
global issues of our times: environmental sustainability. Many
companies have not started to think seriously about making
their processes friendlier to the environment. Some compa-
nies felt the pressure and scrutiny and knew they had to do
something before being spotted and publicly embarrassed by
environmentalists. At the other end were a few companies
that felt that they could take advantage of this public in-
terest by aggressively marketing green-related products and
services.

THE THREE ACTORS IN SUSTAINING
THE ENVIRONMENT

We will present three cases of larger companies that have
created big impacts on the environment—albeit each in dif-
ferent ways. From these three cases—DuPont, Wal-Mart,
and Timberland—we can distinguish three roles that compa-
nies can adopt to protect Mother Nature—the Innovator, the
Investor, or the Propagator.
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The Innovator: DuPont Case

DuPont, the science company that has existed for more than
two centuries, has dramatically transformed itself from be-
ing the worst U.S. polluter to one of its greenest corporations
today.! The inventor of nylon, Dacron, Lucite, Kevlar, Corian,
Tyvek, Teflon, and polymer chemistry that would change hu-
man lives forever was also the creator of chlorofluorocarbon
(CFC) to which the hole in the ozone layer above Antarctica
can be attributed. However, today, the company is one of the
main drivers of the U.S. Climate Action Partnership (USCAP),
which has requested legislation that obliges corporations to
apply lower-cost methods that will reduce the greenhouse
gas emissions of their businesses. Within DuPont itself, gas
emissions have been reduced by 72 percent from 1990 to
2003 and the goal is for a further reduction of 15 percent
by 2015.

In addition to its pollution reduction success, DuPont is
integrating sustainability as both its operations obligation and
its core business model. What is most inspiring is that $5 bil-
lion of its $29 billion in revenue comes from sustainable prod-
ucts: products made from environmentally-friendly sources
and products that save energy. DuPont has ingrained the mis-
sion not only to slow down environmental problems by ad-
dressing harmful operations within the company but also to
create products that will stop further harm from being done to
the planet. As noted by one of DuPont’s executives, “My team
knows that when they walk into my office with an idea about
a new product, it'd better have a reduced environmental foot-
print, or they can walk right out. Because [if it doesn’t] I'm not
listening!”

DuPont is an example of the environmental Innovator. The
Innovator invents/innovates products that have the poten-
tial to save the environment, not products that simply do not
harm nature and are environmental-friendly. These products
reverse the damage done and do not damage the environ-
ment in either their production process or in their disposal.
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Innovators go beyond incremental innovation to develop dis-
ruptive innovation. Hart and Milstein label incremental inno-
vation as an attribute in strategies for greening and disruptive
or discontinuous innovation as a component in strategies for
beyond greening.?

DuPont illustrates the Innovator’s role because of its con-
stant exploration of technologies to create new and better
products. It constantly repositions itself to align with the
changing needs and themes of the world. When the power
of nations was once defined by guns and weapons in the early
1800s, DuPont was a gunpowder and explosives manufac-
turer. And then in the late 1800s, when war began to incorpo-
rate biological warfare and the strongest country possessed
the best scientists and discoveries, DuPont transformed it-
self into a chemical company producing synthetic materials.
A century and more later when global warming and cries from
environmentalists set in, DuPont underwent its second dras-
tic transformation to become a company that focuses on sus-
tainability by producing energy-saving products.

DuPont has created several products that may potentially
reverse some damage done to the environment. One of its
products, Tyvek, can be used in new ways to improve energy
efficiency. DuPont’s biofuel unit is working to make corn yield
more ethanol, finding a cheaper way to produce higher-energy
cellulosic ethanol, and partnering with BP on a new fuel called
bio-butanol, a high-energy fuel that works in today’s engines.
The company has also applied Kevlar, the substance used for
bulletproof vests, in fuel-efficient planes.

The Innovator has the scientific capability to contribute to
the environment in a way that the Investor or Propagator lack.
The innovations produce major impacts on the environment
because they are used globally in a long-term manner. Usu-
ally, these products take years and even decades of research
and an infinite flow of investments. Just as with any inven-
tion or innovation project, the results are not certain. Hence,
the Innovator usually takes great risks when embarking on a
major research project.
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Innovators are wusually from the chemical/bio-
technology/energy/high-tech industries because these
capabilities are needed to invent and produce such products.
Like Chad Holliday of DuPont, GE’s Jeff Immelt is also
embracing the green movement. He drives the company’s
efforts to develop everything from energy-saving light bulbs to
desalination technology that improves clean water capacity.?
Other companies that are playing an innovator role include
Toyota with its hybrid cars, Dow Chemical and its biotech-
nology investments, and Empress La Moderna, a booming
life-sciences company focusing on “green chemistry” research
to find biological substitutes for synthetic chemicals.

For the Innovators, innovating for sustainable, en-
vironment-saving products forms the core of their raison
d’étre. That becomes the mission. The Innovator embraces
what Walley and Whitehead stated in their Harvard Business
Review article, “It's Not Easy Being Green”: “Being green. . .is
a catalyst for innovation.”*

The Investor: Wal-Mart Case

There is also a change occurring in the world’s largest re-
tailer, Wal-Mart.5 Known in the past for its oblivious attitude
toward societal and environmental concerns, Wal-Mart has
never rated high as a good corporate citizen. Wal-Mart was
often criticized for its low wages and its frequent ignorance of
environment issues. Robert Greenwald created a film entitled,
Wal-Mart: The High Cost of Low Price. In that movie, there is
a section highlighting the commentary of one veteran activist
who said that she had never come across a corporation as
ignorant as Wal-Mart. Even when it cost Wal-Mart millions
of dollars in fines for its environmental abuse, the company
continued to appear ignorant.

About 8 percent of consumers discontinued their regu-
lar shopping visit to Wal-Mart stores because they perceived
the company negatively, according to a leaked McKinsey sur-
vey. In an attempt to ward off excessive negative publicity and
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finally address environmental issues, Wal-Mart proclaimed in
2005 that it would become a good steward of the environment.
Wal-Mart’s former CEO, Scott Lee, announced in his “21st
Century Leadership” speech that Wal-Mart would spend hun-
dreds of millions of dollars to redesign its business model with
fuel-efficient processes and good waste management. With
this new design, he expected greater efficiency gains to cover
the costs.

To achieve this objective, Wal-Mart built green super-
centers and introduced green labeled products in its stores.
Given its size, Wal-Mart had become the largest retailer of or-
ganic milk and sustainable fish in the world in approximately
just one year. Wal-Mart had also leveraged its strong bargain-
ing position to force suppliers to find more efficient packaging
and processes.

Many are excited about Wal-Mart’s ambitious plans be-
cause a small transformation in one of the biggest compa-
nies in the world means a big change. The changes have also
improved its PR as critics now have more favorable views on
Wal-Mart’s approach to social responsibility. However, many
critics still say that Wal-Mart, whose classic tagline “Always
Low Prices,” drives its business model to only care about
costs. Today, the tagline reads “Save money. Live better.” But
many see Wal-Mart’s move to save the environment as being
chiefly performed for selfish economic goals—to save energy,
save costs, and increase revenue from increasing demand for
green products.

By definition, the Investor is someone who “puts [money]
to use, by purchase or expenditure, in something offering po-
tential profitable returns, as interest, income, or appreciation
in value.”® Although this description may hint at being some-
what negative, especially in the context of giving something
back to Mother Nature and not taking more, we do not mean
for the Investor to be contributing less than the Innovator.

Investors are companies and individuals that finance re-
search projects (usually by Innovators) in external compa-
nies or their own companies. For example, Wal-Mart invested
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$500 million in 2005 so that its stores can use less energy,
its trucks emit less poisonous gas, and so on.” Just like
an Investor, Wal-Mart has calculated the costs and benefits
and risks prior to its investment. Others belonging to the
group of Investors are Goldman Sachs and Hewlett-Packard.
Some manufacturers are also starting to invest to reduce
their factories’ gas emissions, reduce use of energy from their
stores/computers, and so on.

The Investor will not take big risks in environmental ef-
forts like the Innovator because the green business is not
its core business mission. However, Investors share the vi-
sion of a greener and sustainable world. Besides seeking
financial returns, the Investor also seeks returns in other
areas—improvement in image, increase in brand value, avoid-
ance of more pressure from environmental organizations, and
selling green products to meet market demand, just to name a
few. While Investors are not directly in the product innovation
business, they make a major contribution by lending financial
resources to support environmentally friendly projects.

The Propagator: Timberland Case

In contrast to Wal-Mart, Timberland is one of the most re-
spected companies by all stakeholders. The global leader in
the design, engineering, and marketing of premium-quality
footwear, apparel, and accessories for consumers who value
the outdoors, it believes in “doing well by doing good.” It
has not only been an environmentally-friendly company, but
has created awareness about the environment among com-
munities all over the world. It is especially known for its
consistency in performing environmentally-friendly activities
even through business down cycles.

In the production and promotion of its shoes, Timber-
land adheres strictly to a green business model. It uses recy-
cled and nonchemical materials extensively in energy-efficient
manufacturing processes. Inspired by the nutrition facts on
food labels, it has introduced a “nutrition label” on each
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pair of shoes. The label provides consumers details “about
the product they are purchasing, including where it was
manufactured, how it was produced, and its effect on the
environment.”8

Timberland is very much focused on giving back to the
communities in which it operates. With programs such as
the Path of Service, Service Sabbaticals, Earth Day, and Serv-
a-palooza, Timberland aims to help underprivileged commu-
nities as well as to promote its trademark values, including
that of protecting the environment. Under the Path of Service
program, Timberland employees have contributed over half a
million hours of service around the world. That commitment
has helped hundreds of community organizations in dozens
of cities. Many of Timberland’s activities involve protecting
the environment. During Earth Day, for instance, Timberland
planted a tree for each consumer who spent $150 on Timber-
land products.® Timberland has also done internal marketing
activities such as providing incentives to employees to pur-
chase hybrid cars.

The Propagator is usually a smaller size company in a
non-chemical/biotechnology/energy/high-tech industry. The
core differentiation usually lies in its green business model,
which turns its internal values into external competitive ad-
vantage. The Propagator’s mission, other than business, is
to create awareness among user groups, employees, and the
public about the importance of protecting the environment. It
forms the critical mass or the support system that will pur-
chase the products sold by the Innovator and which will sup-
port and appreciate the positive contribution of the Investor.
Most importantly, Propagators seek to create environmental
ambassadors by spreading the values of protecting the earth
to employees and consumers.

The common strategy used to create environmental am-
bassadors is to create awareness in communities. Timberland
illustrates the role of the Propagator best. Timberland seeks
to inform, inspire, and engage. This is reflected clearly on its
web site at www.timberlandserve.com.
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Another strategy is bringing attention to the environment
through its products. Timberland’s new initiative—what it
calls a nutritional label for shoes and boots—is an example.
The innovative label tells all about the social and environmen-
tal impact that a person makes when buying shoes. While
nutrition facts point to the impact of food on your wellness,
Timberland’s labels describe the impact of products on the
earth’s wellness. All the volunteer programs are reported
through this new medium as well.!?

Examples of other notable companies in this category
are Patagonia, Whole Foods Market, Fetzer Vineyards, and
Herman Miller. These companies are well-known for their en-
vironmental stewardship in creating more environmentally-
friendly business practices.

THE COLLABORATION OF THE INNOVATOR, THE
INVESTOR, AND THE PROPAGATOR

Because they have different motivations, the Innovators, the
Investors, and the Propagators play their own unique roles in
saving the environment. As described in Green to Gold, there
are several motivations for companies that are moving toward
a greener stance.!!

Natural resources dependence

Current exposure to regulation

Increasing potential for regulation

Competitive market for talent

Low market power in a highly competitive market
Good environmental track records

High brand exposure

® N O ge N

Big environmental impact

Reasons 1 to 3 are the main motivations for the Innova-
tors, reasons 4 to 6 for the Propagators, and reasons 7 to 8
for the Investors (see Figure 9.1).
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Propagator

Enabler Promoter Amplifier
= Natural resources = Competitive market = High brand exposure
dependence for talent = Big environmental
= Current exposure = Low market power in impact
to regulation highly competitive market
= Increasing potential = Good environmental track
for regulation records

Figure 9.1 Motivations of Different Actors

Both Investors and Propagators promote the environmen-
tal cause through their business processes, whereas Inno-
vators produce products that are environmentally friendly.
Propagators play in niche markets whereas Investors play in
more mass markets. To create reinforcements of impacts, all
three types should exist in the market. The buzz is started
by the Propagators, which build their competitive advantage
from their concern about the environment. This buzz builds
up public opinion for the environmental cause. However,
Propagators like Whole Foods Market will take a longer time to
bring green products into the mainstream. Without influence
from Investors like Wal-Mart, green products will remain ex-
clusive to a niche market. Propagators also need Innovators to
supply them with innovative green products (see Figure 9.2).

TARGETING COMMUNITIES FOR GREEN MARKETING

It is important to recognize that the green market is far
from homogeneous. The market for green products and ser-
vices can be classified into four segments: trendsetters, value-
seekers, standard matchers, and cautious buyers. Trendset-
ters are the early market whereas value-seekers and standard
matchers are the mainstream market and the cautious buyers
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Niche Mass
Propagator Investor
. Initiate the buzz of green Create critical mass by
Promoting : .
products by targeting a making green products
niche market of trend- the new standard in the
setters mainstream market
Innovator
Producing . : Create fully
Create specialty product o
- commercialized product
for a niche market
for mass market

Figure 9.2 Collaboration of Different Actors

are laggards. Because each segment has different sets of be-
liefs toward product benefit, the marketing approach for each
segment should be different. As for the cautious buyers, it is
better not to pursue them. See Table 9.1.

Trendsetters are the most important segments in the
introduction stage of a green product. They become not only
the first customers to adopt the product but also the impor-
tant influencers in the market. Make them promoters who
will recommend and endorse the products to their friends
and families.

Based on the VALS,!? trendsetters can be classified in
the Innovators segment. They are change leaders and are
the most receptive to new ideas and technologies. They are
very active consumers, and their purchases reflect sophisti-
cated tastes for upscale, niche products and services. How-
ever, green products will not take off to the growth stage if
they remain in the niche market of tree huggers. As long as
green products are the exclusive domain of well-off people,
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their benefits will be limited. To have an impact, they should
be widely accepted in the marketplace. That’s why major cor-
porations are greening their mainstream brands. Take Tide
Coldwater, which is formulated to wash clothes best in cold
water.!3

Unlike the trendsetter market, which is more emotional
and spiritual, the mainstream market is more rational when
it comes to buying green products. The value-seeker segment
buys green products if they are cost-efficient. Consumers of
this type would not pay more to be green. Therefore, green
products must be affordable when targeting this segment.
Marketers should also be able to point out the cost-savings
from using green products.

People who are classified as “thinkers” in VALS are the key
target market. They are open to considering new ideas. They
are a type of customer who can easily be influenced away from
bad decisions and toward more responsible ones. Therefore,
marketers should design programs that give them options but
steer them away from the bad ones.'* Communicating greener
product options in addition to regular ones will lead value-
seekers to choose the better options.

However, value-seekers are also conservative, practical
consumers; they look for durability, functionality, and value
in the products they buy. To engage this segment, green mar-
keters need to put an emphasis on how their product will pro-
vide more value with less environmental impact. Therefore,
the marketing communication should be themed around the
concept of eco-efficiency.

While value-seekers are practical, the standard-matchers
are more conservative. They do not buy a product that is not
yet a standard in an industry. The product’s popularity is the
most important reason to buy. To appeal to this segment, the
green product has to reach the critical mass to be considered
a standard. It is imperative to have a catalyst. For example,
the rise of environmentally-friendly buildings has been largely
driven by the development of green building standards. This
was pioneered by the U.K. government and followed by the
U.S. government. More and more countries such as Australia
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Trendsetter Value-seeker Standard-matcher Cautious-buyer

>
Decreased likelihood of buying green products

Figure 9.3 The Market Segment Influence Chain

and India are developing their own green building standards.
These trends are moving green buildings into mainstream
markets.!®

The cautious buyers, the fourth segment, are the cus-
tomers who are so skeptical that they avoid buying green
products although greener business is already an accepted
belief. This type of customer is too costly to pursue and
convert.

To lead a product across its life cycle means to lead the
product across the market segment influence chain (see Fig-
ure 9.3). In the introduction stage, marketers need to use
green as a key source of differentiation. However, marketers
need to use word-of-mouth marketing to create hype and
a snowball effect to reach the growth stage. According to
Crossing the Chasm by Geoffrey Moore, there is a gap in the
market—the chasm—that separates the early market from
the mainstream market.'® Green products have to cross the
chasm and become popular. Once a product reaches the
maturity stage, competition intensifies and marketers need to
start finding differentiators other than just being green. (See
Figure 9.4.)

SUMMARY: GREEN INNOVATION FOR SUSTAINABILITY

In this chapter, we underscore the importance of values-based
companies moving toward a green commitment. Benefits in-
clude lower cost, better reputation, and more motivated em-
ployees. Companies such as DuPont contribute to the green
movement by playing the role of Innovator. Companies such
as Wal-Mart contribute by playing the role of Investor. And
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Mature

Decline

e

ntroduction
Promote Eco- Promote Eco- Promote Eco-
Advantage Efficiency Efficiency
Use “green” as Build early As more green
main source of popularity by competitors
differentiation targeting the emerge, increase
value-seekers differentiation in
Seek other areas
endorsement Utilize the
from the trend- economics of
setters scale to increase

affordability
Utilize word-of-
mouth marketing
to reach the
growth stage

Figure 9.4 The Life Cycle of Creating Green Awareness and
Purchase

Timberland contributes by playing the role of Propagator.
Having examined the characteristics of these different roles,
we argue that when they all operate in the same market and
collaborate, that the green market will be reinforced. Finally,
companies need to distinguish the four segments in the green
market—the trendsetters, value-seekers, standard matchers,
and cautious buyers and note their differing behaviors and
readiness to buy green products. Companies that promote en-
vironmental sustainability are practicing Marketing 3.0.
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CHAPTER TEN

Putting It All Together

10 CREDOS OF MARKETING 3.0

There are three stages in the development of a relationship be-
tween marketing and values. The first is when marketing and
values are polarized. Many businesspeople believe that mar-
keting does not require that you adopt a set of high-minded
values. If you do, living up to the values will just impose extra
costs and constraints. Subsequently, a second stage arises
that we call balancing. Businesses then do marketing in the
ordinary way, donating some of their profits to social causes.
Then there is the third stage, that of integration. This is the
ultimate stage. The company wants to live out a set of val-
ues, and these values give the company its personality and
purpose. Any separation between marketing and values is not
acceptable.

Once we look more deeply at marketing’s roots and more
fully comprehend them, we discover 10 indisputable cre-
dos that integrate marketing and values. For each credo, we
will mention some companies that have applied the credo in
the way they do marketing. Some companies do it through
their contributions to United Nations Millennium Develop-
ment Goals (MDGs), the eight time-bound and measurable
goals and targets agreed to by 189 world leaders in Septem-
ber 2000 at the United Nations Millennium Summit.!

169



170 APPLICATION

The Millennium Development Goals are as follows.

Eradicate extreme poverty and hunger.

Achieve universal primary education.

Promote gender equality and empower women.
Reduce child mortality.

Improve maternal health.

Combat HIV/AIDS, malaria, and other diseases.

Ensure environmental sustainability.

® N e W

Develop a global partnership for development.

MDGs began as a government-to-government initiative.
However, corporations are starting to see the business side
of the goals. Unilever, Procter & Gamble, Holcim, Philips,
Vodafone, S.C. Johnson, BP, ConocoPhilips, and Rabobank to
name a few, are big companies that are already making profits
from incorporating the goals into their operations in develop-
ing countries. These companies demonstrate how they make
a difference to the world and how the difference redounds to
their monetary and nonmonetary benefit. Some of the cases in
this chapter are taken from Business for Development: Busi-
ness Solutions in Support of the Millennium Development Goals
to show the linkage between Marketing 3.0 and the effort
toward achieving the MDGs.?

CREDO |: LOVE YOUR CUSTOMERS,
RESPECT YOUR COMPETITORS

In business, loving your customers means winning their loy-
alty through giving them great value and touching their
emotions and spirit. Remember what Donald Calne said: “The
essential difference between emotion and reason is that emo-
tion leads to actions while reason leads to conclusions.” The
decision to buy and be loyal to a brand is greatly influenced
by emotions.
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Campbell Soup Company, for instance, changed the color
of its packaging to pink during Breast Cancer Awareness
Month and managed to improve demand significantly.* Since
typical soup consumers are women and breast cancer is a
cause many women are emotionally connected to, sales to
women went up. This example shows that emphasizing emo-
tion over reason does pay off.

Furthermore, you have to respect your competitors. It is
competitors that enlarge the whole market, because without
any competitors, an industry will grow more slowly. From
monitoring our competitors, we can learn our own strengths
and weaknesses as well as those of competitors; something
that can prove very useful for our company.

The strategy of growing the market by allowing compe-
tition to happen can be done through vertical or horizon-
tal technology transfers. Look at Unilever in Vietnam, for
example.® Unilever provides training of best practices to all lo-
cal suppliers. During training, suppliers learn about standard
quality and the necessary technology to achieve this stan-
dard. Not only that, Unilever also provides financial support
to the suppliers. By doing this, Unilever is able to maintain
low cost from local suppliers and manage quality at the same
time. One thing to consider is the possibility of Unilever's
suppliers serving competitors. And interestingly, Unilever al-
lows that to happen because it helps to develop the overall
market.

On the other hand, horizontal technology transfer is even
more difficult to comprehend. Not many companies are will-
ing to transfer their technology to competitors directly. But
this is possible when a company feels that it is incapable of
growing the market alone.® Such a company wants to share
the risk. It needs alliances to achieve economies of scale. A
prominent example is the cooperation of seven pharmaceuti-
cal companies (Boehringer Ingelheim, Bristol-Myers Squibb,
GlaxoSmithKline, Merck, Roche, Abbot, and Gilead) that col-
laboratively brought down the price of HIV/AIDS treatment in
developing countries in pursuit of MDGs.”
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Another example is when multiple telecommunications
companies in the United Kingdom (Motorola, Carphone Ware-
house, 02, Orange, Vodafone, T-Mobile, Tesco, Virgin Mobile,
and Fresh) collaborated with Bono and Bobby Shriver to in-
troduce a new RED mobile phone designed to help fight AIDS
in Africa. Tens of millions of pounds for AIDS treatment and
prevention was raised from this launch.®

Treat your customers with love and your competitors with
respect.

CREDO 2: BE SENSITIVE TO CHANGE,
BE READY TO TRANSFORM

The business landscape keeps changing. Competitors will in-
crease in number and get smarter. The same goes for cus-
tomers. If you are insensitive to this and cannot anticipate
these changes, your company will become obsolete and even-
tually die.

Before Prius, Toyota was never considered a disruptive
innovator that relied on breakthrough products.® Instead,
the company was known for its continuous innovation com-
bined with its slow-but-sure decision making process. How-
ever, Toyota sensed the trends in the market and realized that
it had to introduce a hybrid car quickly before it became obso-
lete. Thus, in introducing the Prius, it broke many of its strict
Japanese management systems and acted quickly in product
development.

Even Wal-Mart, the retail giant, cannot avoid transform-
ing itself.!9 The world’s largest retailer has been criticized for
many things and attacked by many for its employment, envi-
ronmental, and supply chain practices. In the past few years,
the company has transformed itself into a green giant. Wal-
Mart finally realized that the low price strategy that made it
a winner might not work in the future as consumer behavior
changed.

When times change, change with them.
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CREDO 3: GUARD YOUR NAME,
BE CLEAR ABOUT WHO YOU ARE

In marketing, brand reputation is everything. If two products
are of equal quality, people will tend to purchase the one that
has the stronger brand reputation. A company must make its
brand name’s positioning and differentiation clear to its target
market.

The Body Shop is one of the world’s leading examples
of a values-driven business. The British company’s promi-
nent practice of community trade—buying natural ingredients
from local and poor communities around the world—is prob-
ably the best sourcing know-how that attempts to eradicate
poverty at the same time.

Another business practice that The Body Shop is famous
for is its commitment to opposition of animal testing. The pro-
gressive company has forbidden the testing of its products
on animals long before a regulation was enforced in the EU.
These unusual practices are neither efficient nor make com-
mon business sense, for sure. Nevertheless, they have helped
The Body Shop to become one of the United Kingdom’s most
successful retailers by creating a niche market for naturally-
inspired products.

As aresult, the world’s largest cosmetic company, L'Oreal,
acquired the company in a phenomenal deal worth a premium
of 34.2 percent. The challenge for The Body Shop is to guard
its name externally while internally influencing L'Oreal—a
company that has been criticized for testing certain ingredi-
ents on animals—to strengthen its business values.

Malke your values clear and don’t surrender them.

CREDO 4: CUSTOMERS ARE DIVERSE; GO FIRST TO
THOSE WHO CAN BENEFIT MOST FROM YOU

This is the principle of segmentation. You do not need to ad-
dress everyone, but do make your case to those who are most
ready to buy and benefit from the purchase and relationship.
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Most product markets comprise four distinct tiers.!!

1. A global segment that desires global products and fea-
tures and is willing to pay higher prices for them.

2. A “glocal” segment that demands products of global
quality but with local features at slightly lower prices.

3. A local segment that wants local products with local
features at local prices.

4. A bottom-of-the-pyramid segment that can afford to
buy only the cheapest products available.

The bottom-of-the-pyramid segment is the appropriate
segment for local companies to challenge their multinational
rivals in developing countries. It is also the appropriate seg-
ment for Marketing 3.0.

Holcim is addressing the need of the poor for afford-
able housing in Sri Lanka. The company collaborated with
a microfinance company to build shop houses: homes that
are designed to be places to run small businesses as well.
Holcim sees these low-income consumers as the future mar-
ket as they climb up the economic pyramid. On the other
hand, this project transforms the community by providing
better houses and giving poor people access to a source of in-
come. For that reason, it helps achieve Goals 1, 2, 3, 7, and 8
of MDGs. 12

Focus on those to whom you can bring the most benefit.

CREDO 5: ALWAYS OFFER A GOOD PACKAGE
AT A FAIR PRICE

We should not sell anything of poor quality at a high price.
True marketing is fair marketing, where price and product
must match. Once we seek to cheat people by giving them
a poor quality product but representing it as a good quality
product, our customers will abandon us.

Unilever tries to bring down the price of iodized salt so
that it can replace the noniodized salt heavily used in Ghana.
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To improve the health of the local community, Unilever uses
its global capability. With experience in consumer product
marketing, Unilever brings affordability through sachet mar-
keting. The backbone of this effort is Unilever’'s application
of its expertise in supply chain to reduce the distribution
costs. This project specifically targets Goals 1, 2, and 5 of
the MDGs.!3

Another example is Procter & Gamble’s effort to provide
safe drinking water. Like Unilever, the company is equipped
with expertise in sachet marketing. With its proprietary water-
treatment technology, the company delivers safe water around
the world. Interestingly, the technology is in a size of a
sachet to ensure affordability. Local people can pour the con-
tent of the sachet to clean 10 liters of water for drinking. With
this effort, the company is helping the world to achieve Goals
5, 6, and 10 of the MDGs. !*

Set fair prices to reflect your quality.

CREDO 6: ALWAYS MAKE YOURSELF AVAILABLE,
SPREAD THE GOOD NEWS

Don’t make it hard for customers who are looking for you to
find you. In today’s global knowledge economy, access to in-
formation technology and the Internet is imperative. But the
digital divide—the socio-cultural differences between those
who have access to digital technology and the Internet and
those who don’t—is still a challenge around the world. Com-
panies that can straddle the divide will grow their consumer
base.

Since 2005, Hewlett-Packard has been trying to bridge the
divide by collaborating with partners across sectors to bring
information technology to developing nations.!® In pursuit of
growth, the company targets the low-income communities as
its future market. In the process of market creation, it pro-
gressively bridges the digital divide and provides poor people
with access to technology. These consumers are the hope for
companies in mature markets that seek growth.

Help your would-be customers find you.



176 APPLICATION

CREDO 7: GET YOUR CUSTOMERS,
KEEP AND GROW THEM

Once you have a customer, keep up good relations with them.
Get to know your customers personally, one by one, so you
have a complete picture of their needs and wants and pref-
erences and behavior. Then grow their business. These are
the principles of customer relationship management (CRM). It
is about attracting the right customers who will keep buying
from you because of deep rational and emotional satisfaction.
They are also capable of becoming your strongest advocates
through word-of-mouth marketing.

PetSmart Charities has saved the lives of millions of home-
less pets through its in-store adoption centers.!® The program
brings visitors to the stores and improves the sales of Pet-
Smart products. While helping the pets, the company attracts
new customers and cross-sells to them at the point-of-sale.
Because the company demonstrates its care for pets, con-
sumers will be touched and become loyal.

Look upon your customers as customers for life.

CREDO 8: WHATEVER YOUR BUSINESS,
IT IS A SERVICE BUSINESS

Service businesses are not limited to hotels or restaurants.
Whatever your business, you must have a spirit of wanting to
serve your customer. Service must become a service provider’s
calling, and never be considered a duty. Serve your customer
sincerely and with complete empathy, as they will assuredly
then carry away positive memories from this experience. Com-
panies should understand that their corporate values, ex-
pressed through their products and services, should have a
positive impact on people’s lives.

Whole Foods sees its business as service to consumers
and service to society. That is why the company tries to trans-
form the lifestyles of consumers into healthier ones. Moreover,
it is practicing the sense of service to employees as well by let-
ting them vote on the company’s strategic direction.
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Every business is a service business, because every prod-
uct delivers a service.

CREDO 9: ALWAYS REFINE YOUR BUSINESS PROCESS IN
TERMS OF QUALITY, COST, AND DELIVERY

The task of marketers is to always improve quality, cost, and
delivery (QCD) in their business processes. Always meet all
your promises to customers, suppliers, and to your channels,
too. Never engage in deceit or dishonesty with regard to qual-
ity, quantity, delivery time, or price.

S.C. Johnson is well-known for doing business with local
suppliers. It works with local farmers to improve productivity
and delivery. To maintain a sustainable supply of Pyrethrum,
for instance, the company engages the local farmers in Kenya.
In partnership with KickStart and the Pyrethrum Board of
Kenya, the company helps the farmers with irrigation. Farm-
ers achieve higher productivity with new irrigation pumps
and therefore can better supply S.C. Johnson. Furthermore,
the farmers get additional income because the pump enables
them to plant other crops. While improving the supply chain
of the company, S.C. Johnson contributes to Goals 1, 2, and
6 of MDGs directly and indirectly.!”

Every day, improve your business process in every way.

CREDO 10: GATHER RELEVANT INFORMATION, BUT USE
WISDOM IN MAKING YOUR FINAL DECISION

This principle cautions us to continually learn, learn, and
learn. Your accumulated knowledge and experience will be
what determines the final decision you make. Supported by
his or her maturity of spirit and clarity of heart, a marketer
will then be able to swiftly make decisions based on the wis-
dom that they inherently have.

An interesting story about Hershey Foods in The Triple
Bottom Line by Andrew Savitz and Karl Weber describes this.!®
In 2001, the board members of Hershey Trust considered
selling its stake in Hershey Foods because of the emergence
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of a powerful competitor in the market and a likely future
large increase in the price of cocoa. From a financial per-
spective, these would decrease the value of the trust fund
that the board maintained. To guard its pursuit of maximum
shareholder value, the board of trustees sold its entire stake
to Wrigley.

To the board’s surprise, a group of angry employees re-
fused this acquisition. They rallied and then gathered on
Chocolatetown Square to protest the sale. The board finally
realized its decision was wrong. Financially, the decision was
sound. However, it was not wise because it didn’t consider the
social impact of the decision, especially to the employees.

Wise managers consider more than the financial impact of
a decision.

MARKETING 3.0: IT’S TIME TO MAKE A CHANGE!

Is it possible to be a human-centric company and still be
profitable? This book offers a positive answer to this ques-
tion. The behavior and values of a company are increasingly
open to public inspection. The growth of social networks
makes it feasible and easier for people to talk about existing
companies, products, and brands in terms of their functional
performance as well as their social performance. The new
generation of consumers is much more attuned to social
issues and concerns. Companies must reinvent themselves
and shift as swiftly as possible from practicing in the formerly
safe confines of Marketing 1.0 and 2.0 into the new world of
Marketing 3.0.
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“Marketing has lost some of its sway in recent years. This provocative book tells how

marketing can regain trust and influence inside and outside the organization.”

—Leonard L. Berry
Distinguished Professor of Marketing, Texas A&M University,
coauthor of Management Lessons from Mayo Clinic

“Philip Kotler is again leading the way in strategic marketing with timely insight into
a transformational period. Marketing 3.0 makes a compelling case for the competi-

tive benefits of tapping into the human spirit to engage consumers.”

—Dennis Dunlap
CEO, American Marketing Association

“Marketing 3.0 has important ideas for all senior managers. It clearly points the path
to the values-driven human-centric firm. The innovative ‘ten credos’ integrate market-

ing and values and provide personality and purpose to companies that practice them.”

—Stephen A. Greyser
Richard P. Chapman Professor of Business Administration,
Emeritus, Harvard Business School

“For too long, marketers thought customer satisfaction was the goal of marketing
activities. Marketing 3.0 makes the persuasive case that customer and societal welfare
is the next frontier for companies. Consumers are demanding more from themselves

and so should smart companies.”

—Nirmalya Kumar
Professor of Marketing and Co-Director of the Aditya Birla India
Centre at London Business School
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