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Strategic Marketing Revisited after
September 11
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1. Introduction

In the 2%' century, three major evolutionary changes have wifidhave a
profound impact on the functioning of markets: ttag globalisation of the world
economy, (b) the integration of electronic commerde our professional and
private lives and (c) the emergence of new valuespting a market economy
model aimed at sustainable development. These #wekitionary changes are
not really new. But the disruptive events of 20@@2 have dramatically
highlighted their strategic impact.

By disruptive event| mean facts — sometimes dramatic — that generate
discontinuities in the prevailing perceptions anelidis about society’s
organisation and values, thereby deeply modifyirgtalities and behaviours, in
such way that these will never be again what ttesduo be before the disruptive
event.

The influence of these disruptive events cannopioperly assessed without
reference to the development of the New TechnotogieCommunication and
Information (NTCI) which, in just few years, haveonspletely modified
communication and interaction methods by creatatdhe planet level, a higher
degree ofinterdependencamong economic actors and a dramatiplification
effect of disruptive events. As a result of this commatimn revolution, the
world society - and the world economy — is now iater-connected global
societyin which the players (suppliers, consumers, amgzebuyers, distributors
etc.) are no longer abstract entities, but milli@isndividuals who speak and
who are heard, and who participate in millions afié-to-onérelationships. This
communication revolution reinforces the transpayesied the democratic nature
of world society and it is within this frameworkaththe importance of the
following five disruptive events must be analysed.
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1. The September 11 attack on the twin towers of tloeldVTrade Centre in
New York, which dramatically demonstrated to therld/goublic opinion
the impact of globalisation: “any where, at anydjnby any one” What
was perceived until then, as being a mere virtpals brutally become a
reality in everyone’s mind. Since then, the issdiesafety is a major
obsessive issue and a priority concerning evemgtfathuman activity in
a world that is becoming indeed a global village.

2. The accounting and financial scandals in the UBrobn and WorldCom
(among many others), which have questioned theepsadnalism of
American management - until then always preserteal reference model
- and which have brought discredit on the roleimédficial audit firms and
on the prevailing corporate governance rules andctige. More
fundamentally, these events have contributed taeernon the public’s
opinion the capital of trust in today’s capitalisi@ne must add that
Europe was not immune to this crisis, as illusttaby the case of the
Flemish company Lernaut & Hauspie, the French Vaveand more
recently the Dutch Ahold, to mention just a few. &sesult of this crisis,
a fundamental review of the rules of corporate goaece is taking place,
with a lively debate in various quarters on CorparaSocietal
Responsibility (CSR) and, on a more technical gdpuhe move in the
European Union to International Financial Report8igndards (IFRS) to
increase the credibility of financial reporting.

3. The crash of the speculative stock market in 20@d, & particular, the
collapse of the internettart-upsin the so-called New Economy, which
was largely due to an excessive faith, among tinese entrepreneurs, in
the power of communication and selling combinechwvatlack of longer
term strategic vision. It is surprising to learmttimost of these new
entrepreneurs originated from the consultancy warkd many held a
management degree. As a consequence, there has beeewed interest
in many business schools for training programmesntrepreneurship,
traditional programmes in management placing in facre emphasis on
managerial issues of existing companies. The cdncep an
entrepreneurial economys gaining ground over the concept of a
managed economy.

4. The popular success of tlater-globalisationmovement which, despite
the riots that it, unfortunately, still generathas become a voice that is
listened to and increasingly heard, in particutethie Porto Alegre forum,
the social replica of the Davos economic forum. @seontinuity here is
the irruption of civil society’s voice into the ewmmic and financial
debate, which is not longer confined in businespaiitical quarters, but
which is made public.

5. Finally, the recent evolution of US-Europe relasibips, whose impact is
hard to assess at this stage, but which raisegstign: are we observing
the beginning of the end of the traditional Atlargm and the emergence
of a competition “USA versus the rest of the worltiking the form of
“‘committed consumption” guided by political opingsh In other words,
could politics guide purchasing behaviour? Somelifea indicators of
“politically correct” consumption have already beelserved: Are they
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revealing deep changes or are they simply reflgctshort-term
sensitivities?

These five disruptive events have important manalgenplications, and in
particular on strategic marketing. The objectivetto§ paper is to review these
implications in organising the discussion arounel tiree following themes: the
globalisation of the economy, the new technologi¢éscommunication and
information and the emergence of new values.

2. The Globalisation of the World Economy

The end of the 1990s is characterised by the cdmoplef the process of
internationalisation of the world economy throughlobglisation. By
globalisation, we mean:

o “The set of processes which contribute to the iektion of
regional barriers and facilitate the flow of caplitagoods and
information at the planet level, and the realisatithat the world
functions as an integrated whole”

Thus globalisation also implies the disseminatioroagh the media of new
norms and values, which oblige companies to reWige international strategy.

2.1 The Growing Competitive Interdependence

One of the most important effects of globalisatierthe interdependence it
creates between markets. National markets cannvielaeed as separate entities
any more, but rather as belonging to a regionavantd reference market. What
happens in one market directly influences otheesetare three examples.

o - The relatively minor pollution problems of Co€mla in
Belgium and in France in 1999 triggered a healtharscthat spread
rapidly to other European nations, which hit thec@daCola share
price on the New York stock market. Many commerstaited the
crisis at the time as one of the contributory fastto the Coca
Cola CEOQ's surprise early retirement.

- In few months, the SARS epidemic has contamina@d
countries over the world.

- Similarly the Iraq war, in reality a very localag, has paralysed
the world economy.

An economy that is highly integrated in the wonédtwork, becomes
more vulnerable to external shocks such as a datrafy a sudden rise in the oil
price, a financial crisis or a war threat. This letion has several managerial
implications.

1. The traditional multi-domestic (or multinational)rganisation forms
become obsolete and are replaced by trans-nationganisations
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covering a region or the entire world. The problsnio maintain a good
balance between the flexibility and formalisatidrbehavioural rules, the
standardisation or adaptation of products and Isandnd the

centralisation or delegation of decisions. Whatléar today is that many
firms are revisiting the full standardisation rtibame size fits all”.

2. Mergers and Acquisitions are necessary to reacleritieal size required
to compete in an enlarged market. (Daimler-Chry#€L-Time Warner,
Carrefour-Promodés, ING-BBL), a strategic move Whgfar from being
complete in Europe, in particular in view of theeat enlargement of the
EU to 25 countries.

3. Standardisation of brands and of communicatiortesiras are motivated
by the necessity to achieve economies of scaleert@min competitive in
the enlarged market.

o This is the reason why, in 1999, the Unilever Canypdecided
to concentrate its activities on 400 internatiortalands and to
eliminate 1200 brands or 75% of its brand portfolio

For the international firm, it is always difficutb maintain a good balance
between the two conflicting objectives, standartthsa - which is supply-driven
- and adaptation - which is market-driven The peabls to know how far to go
in the standardisation track, the risk being teelesntact with the local market
simply to reduce costs.

o A recent study of 500 brands from the food sembwering four
European countries (France, Italy, United KingdomdaGermany)
has shown that local brands enjoyed a level of awass higher
than international brands and a stronger brand irmagn several
attributes and in particular on the criterion ofust (Schuiling,
2002).

o The CEO of the Coca Cola company, the undispwader of
brand globalisation, has acknowledged that a toacorsl
standardisation strategy damage the brand imagee T&EO has
invited the local country marketing teams to adaptlly the Coca
Cola brand strategy and even to introduce new Itcahds.

o In Belgium, Procter & Gamble a strong supporter gibbal
marketing, has unsuccessfully tried to weakendballbrand Dash,
by stopping all advertising during more than 9 nitin order to
push its international brand Ariel, only number 2 the detergent
market.

This issue is particularly topical in Europe sitkhe launching of the euro, the
new European currency, which by facilitating pricemparisons between
countries, reveals substantial price disparitieBictv stimulate parallel imports
with an alignment to the lowest current level dater
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This new competitive interdependence affects eeergpany in their domestic
market and in the international market and oblifgmsm to re-evaluate their
competitive advantage, taking as benchmark thengést competitor in the
enlarged reference market. Thus, in this new coithgetenvironment, it is not
enough to be customer-oriented. The firm must bé&smmecompetitor-oriented
Competitors’ orientation includes all activitiesvatved in acquiring and
disseminating information about competitors in tiiget market and requires an
explicit account of competitors position and bebaviin strategy definition,

2.2 The Growing Power of Large International Distibutors

A significant change of the last ten years, in perand in the United States as
well, is the growing power of the retailers. Fromspive intermediaries in the
channel, retailers are now active marketers devsjopew store concepts and
own-labels brands designed for well-targeted segsnérney are now directly
competing with manufacturers' brands; they havepiwer to dictate terms to
their suppliers and to push their brands off theha¥s if they are not leaders in
their product category. Several factors explains tishift of power from
manufacturers to retailers.

1. The highconcentration rateof retailers, specifically in the fast moving
consumer goods (FMCG) sector: in 12 European cmsntthe top three
retailers account for 50% of the market.

2. The adoption by retailers of sophisticattdre brand policiesargeted to
segments often neglected by manufacturers (theelogv of the market)
and the growth of private labels, with market shasehigh as 42 % in
Switzerland, 30% in Great Britain and higher thafolin six other
European countries.

3. Several retailers are adopting rapid internatisagon strategies, like
Wal-Mart in Germany and the UK, Carrefour-Promoufekatin America
and Japan, Delhaize in Eastern Europe, US and A®a,in the world
and most recently in Russia and Malaysia, the Dafcbld, the German
Albrecht, etc.

4. The emergence of new breed of retailers, hhed discounterswho in
warehouse stores, charge very low prices on them private brands
while excluding suppliers’ brands from their shalve

The result has been to deeply transform consumekeatsaand to modify the
balance of power between manufacturers and retailezday powerful brands
like Coca Cola and Nestlé need large retailersratadlers need them, even if the
development of e-commerce creates new opporturfidiesnanufacturers who
could strike back and bypass traditional intermeeisa

Vertical competition reduces the market power ofdainternational brands,
facilitates adaptation to local needs and stimslapice competition, as
evidenced by the success of private labels.

In consumer markets, retailers are today irreplaleeactors actively and
constructively participating in the globalisatioropess. In these markets, being
consumer-driven is not enough. The firm must becahstributor-driven to
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avoid the risk of being de-listed and should desegailer-drivenB2B marketing
programme based on in-depth understanding of tpemeric needs, such as a
desired store image, efficient order fulfilment, ofgction from undue
competition, etc.

2.3 The Emergence of Transnational Market Segments

In the Triad countries, one observes the exist&ideans-national segments,
I.e. groups of consumers present in each countlyhaning the same needs and
expectations. Thus globalisation need not meandatdisation of life styles
across countries. In the world today, in parallélhwthe globalisation of the
economy, there has been an explosion of identisesramong nations, regions,
religions, ethnic and linguistic groups having thesire to maintain and to claim
their cultural difference. So globalisation does mean uniformity.

o The fact that one dominant country tends todagiscimusly or
not, to impose its culture, its language, its Bfgles can create the
illusion of uniformity. But behind a superficialyler of uniformity
created by a few popular brands (always the sameésnéy,
Hollywood, McDonald, Coca-Cola, Marlboro, CNN...)eahidden
important cultural, religious, racial and linguistidifferences.

We are confronted with a paradox. The interdepecel@f markets referred to
above, combined with this cultural fragmentatioresuits in a cultural
convergence, thereby creating trans-national maskgfments, i.e. groups of
consumers present in each country and having tine seeeds and expectations.
Thus globalisation need not mean standardisatidifeadtyles across countries. It
simply means that, across countries, there argpgroiconsumers with the same
profiles that can be approached with the same Iraamtti communication
campaigns.

o It is still difficult today to refer to a Europeatonsumer, even if
one observes a growing convergence in life stytesia consuming
habits within the European Union. By contrast, thare numerous
trans-national segments such as executives of natemal
companies, students in management, sport professiomigh-
fashion conscious women, etc.

The affirmation of the individual and the identityisis forces companies to
adopt a mass-customisation strategy whereby gawdiservices are individually
customised in high volumes but at relatively lowstcd-lexible manufacturing
and electronic commerce make possible today thesmastomisation approach.

2.4 The Impact of Disruptive Technological Innovaions

On the technology front, and in parallel with glb&ation, one observes a
convergence of markets triggered by disruptive ietgical innovations, which
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upset traditional market boundaries and changetrdditional definition of an
industry.

o Digitalisation for example eliminates boundariegtieen
printing, photography, television and image proaegssystems.
Convergence is also observed in information tecbgyl
telecommunication, banking and insurance, officemation, etc.

By disruptive innovations, we mean a new way ofyjlg the competitive
game that ioth different and in conflict with the traditionalay adopted by
established leaders (Charitou and Markides 2003).

o Examples include Internet banking, direct insunlow-cost
airlines, home book retailing, etc. (Charitou anéiidides 2003).

As a result, established leaders in a variety diigtries were asking the same
question: Should we respond to these disruptivevations, with the risk of
damaging our core business?

Convergence leads companies to define their referanarket in terms of
generic needs instead of technologies and prodaicise technologies are fast
changing whilst generic needs are stable. As dtreamany firms tend to view
themselves as a service firm, where the physicadywst is secondary but where
the company mission is to propose to the clieablation-to-a-problemand not
simply a product.

o It is the case, for instance, of the company Aatanystems
initially a manufacturer of metallic gates and depiselling now
“access control systems”; of Nestlé who in additionselling the
Nescafé brand, is selling the Nespresso systenBMf who is
selling “computerised solutions to managerial premis” ; of
Microsoft selling the Office system; of Starbuckewrganises the
distribution of its products in a franchised netkarf coffee shops,
etc.

The fast development of technology also has a gtiopact on innovation
strategies. A distinction is often made betweenaaket-pull innovationi.e. one
that directly meet observed needs, anechnology or company-push innovation
i.e. one that results from research, creativity @uthnological opportunities.

1. In the first case ofmarket-pull innovation needs are expressed and
articulated The objective is to find wants and tb them. Primary
demand is latent and the task is to develop andufdie this latent
demand through operational marketing. This response strategic
marketing the traditional role of strategic marketing, whatill prevail in
developing and growing economies.

2. In the second situation afompany-push innovationshe products or
services proposed are often ahead of expressecetmagleds. With so-
calleddiscontinuous odisruptive innovationsthe market boundaries are
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not well defined, needs are not articulated, thepetitive environment is
blurred and often the innovation upset existing kaarpractices and
habits. Thus the key question is to know whetherghs a need in the
market for the company-push innovation.

In highly industrialised countries, it is the sedaituation — leading toreative
strategic marketing- which tends to prevail and to generate most grow
opportunities. The role of operational marketingnisre complex and risky here,
since primary demand must be created.

The characteristics of high-technology industh@se implications for
the new product development process, namely speddlexibility in product
development, close co-operation with customerssgstematic monitoring of the
technological environment. Thus, in high-technologyarkets, strategic
marketing has a crucial role to play, particulairyorganisingcross-functional
structure namely the 'R&D-Production-Marketing' interfaae disseminate the
market orientation culture throughout the entirgamisation.

2.5 The Affirmation of Civil Society’s Power

In the industrialised world, being better educatadd exposed to the
consumerist culture, consumers represent a forceegfonsible citizens that
firms and public authorities can no longer ignddé& attitudes characterise the
new consumer:

1. A feeling of power consumers behave in markets where supply is
plentiful, brands proliferate, competition for canger’s loyalty is intense
and information sources numerous.

2. A professional purchasing behaviowvell-educated and experienced,
consumers are smart shoppers, able to make trddeetvfeen brands,
stores, advertising and the recommendations ofssaleople. They
become increasingly discriminating in their demafod customised
services and want complete information about thpeirchases. From
passive consumers, they become more active or Ucoastors”.

3. The satisfaction-delight-loyalty relationshiphe new consumer holds the
firm responsible in case of dissatisfaction. Thuliszatisfied customer is
a lost customer, a damaging effect in zero-growthrkets, where
replacing a lost customer by a new one is partiutéifficult and costly.
Moreover, research results show that simply giwvitat is expected is
not enough to keep a customer loyal. The objecéiveuld be to give
more than expected, to hadgelighted customers

4. A search for new valuet industrialised countrie®conomic prosperity
and mass consumption have lifted the aspirationgasisumers from
materialistic needs to the search for new valusitially looking mainly
for comfort and safety, they are more and more ilggkor stimulation,
pleasure, change, innovation, surprise.

5. A need for a dialogu€onsumers are represented by powerful and vocal
consumerist and by non-governmental organisatiof&(s). Just as
significant is the growing influence of environmaingroups, human
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rights activists, labour and religious groups andhast of other
organisations who collectively make up “civil sdgie

6. In addition, consumers want &thical consumptiomnd do not want to
have guilty feelings from their purchases nor fradhe advertising
associated with their brands. Buying and using pctsl and brands
having acceptable price and quality ratios, YESt &so brands meeting
ethical criteria such as the product greenness,sth@al and human
practice of the firm, its political and strategmnemitments, etc.

This emerging trend toward ethical consumption asfemed in France by
survey results published in October 2002 by thenélreconsortium “L’éthique
sur I'étiquette” (www.ethique-sur-etiquette.org):

0 90% of the persons surveyed would to prefer to gmaglucts
from companies respectful everywhere of the workecsal right.

76% say that they are ready to pay a premium gioce product
imported from a poor country if they are sure thad local workers
are decently remunerated.

A more recent evolution is the so-callgmblitically correct consumption”(or
the committed consumption), which designates ahasiag behaviour in which
the consumer is more involved by considering thlateend purchase is similar to
a political act. To select a brand or a compangoisparable to a political vote:
one selects a candidate in whom we trust. Similamlghe market place one can
make politically correct purchase decisions.

o A case in point is the Mecca-Cola brand recerdlyniched in
the French market and targeting the Muslim comnyurtis slogan
is: “Do not drink stupid, drink committed” (Ne bex plus idiot,
buvez engagé). The brand also promises to give dfdés net profit
to Palestinians charities (info@mecca-cola.com).

Since the beginning of the Irak war, boycott caligliferate on the web, either
from Arab countries suggesting the boycott of Amen products or from
American sites inviting in particular to the boycot French products.

o By way of an example, the American site
www.howtobuyamerican.com published a list of 456nEh (and
other) brands, indicating the American substituteduct or brand
that should be preferred. Similarly, an Arab sitveg a list of
American products to boycott in quoting their psda the number
of war bullets that Israel could purchase (a Cocal&z 7 bullets, a
pizza = 140, etc.)

It is hard to assess the real impact of systentadicott targeting consumer
products such as Coca-Cola, Pizza Hut, Pepsi, MalorStarbucks, Estée
Lauder, all products having local equivalents. 8il8eptember 11, it is Saudi
Arabia that has suffered most from the boycott waitirop of 43% of American
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exports during the first quarter of 2002 (Reutéise 2002). In France, wine
exports to the USA have declined by 21% duringfits¢ four months of 2003, a
decline too high to be attributed to the sole okthe euro to the dollar.

This growing power of citizens generates new exienis which directly
contribute to improving the functioning and trangrecy of the market: liberty of
choice, better information, pressure on prices,dpcd safety, after-sales
responsibility of the manufacturers and ecologjcditlendly products. It also
constitutes a strong countervailing power to thevgroof companies and even to
the power of public authorities. New and more reslge relationships between
consumers and the industrial world are developingiciv challenge the
stereotype of a manipulated and defenceless comsume

In short, globalisation of the world economy in@es the complexity of
markets: competition intensifies, new actors becpmeerful players, consumers
are more vocal and demanding and technologicalviatans are changing the
configurations of traditional markets. Arguablystincreased market complexity
creates huge difficulties for the firm and requieegreater understanding of the
global environment and a more finely tuned strategnalysis of market
behaviour.

o A recent study published by the American consulBain
(Root and Smith, 2003) covering a sample of 728rmattional
companies from 7 countries (France, Germany, Itdlpited
Kingdom, Japan, Australia and the United Statesjitng a sales
revenue larger than $500 million, has shown thatyod24
companies (or 1 out of 6) have succeeded during/éaes 1996-
2000 to achieve a profitable growth strategy ofeaist 8% (i.e. the
GNP growth plus the inflation effect).

This observation illustrates the fact that to berd@rnational successful player
in a globalised market is far from being an eagyga

3. The New Technologies of Communication and Inforation

The crisis in the New Economy and the collapséneflhternet start-ups in the
Nasdaq are still present in everybody’s memory. Gdgses of these failures are
known today:

1. Too fast international development and under-esiomaof the time
required reaching the break-even point.

2. A lot of good ideas but rapidly imitated due to thek of entry barriers
and the absence of strong brands.

3. Absence of value proposals sufficiently differetech from the bricks-
and-mortars retailers.

4. Misunderstanding of the consumer behaviour on teb more interested
in browsing than in buying.
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5. Priority given to sales and communication and onatdlivery.

Despite its growth crisis, the New Information armdommunication
Technologies (NICT) have grown exponentially durthg last five years, but the
speed of change has often confused companies, kpngvowidespread
guestioning and reassessment of the way marketskahg to be organised and
marketing strategy developed in the future.

3.1 A New Generation of Electronic Commerce

In fact, we are entering in a second generatioelettronic commerce: By
electronic commerce (EC), we mean,

o “Any electronic exchange which contributes to doenmercial
and marketing activities of the firm and which faaies
relationships between customers, suppliers and/oy ather
partners”.

Too often EC is merely perceived as a narrow ggllimstrument deployed
through a web site — little more than a banner earisg the company and a
catalogue of products from which customers canradtdtectly online. The reality
is that very few firms (particularly SMESs) have fao been able to sell to their
end-customers through the web. By contrast, howemeny have adopted
Electronic Data Interchange (EDI) systems, whiclokhtogether computers of
commercial partners via telephone lines. Once bskednl, this connection
facilitates and accelerates communication withia supply chain for ordering
between suppliers, distributors and customersdigseminating information and
thereby generating substantial cost savings.

o In addition to selling on line and to EDI, otheCEapplications
include an extranet to reinforce links with tradital commercial
partners (wholesalers, importers, retailers), nmkidia kiosks at
the points of sale to present a catalogue, or atesys of
personalised electronic messages to maintain coatis
relationships.

The main characteristics of electronic commerceasiéknown.

o Virtual ubiquity of demand and supply — easy ast¢esquality
information by a large public any where, any timeverld-wide
comparison of offerings and prices — absence ofyeparriers —
separation between production and selling — equglastunities for
each seller, etc.

These characteristics of EC are improving the iefficy of markets. We are
close to a situation of pure (or perfect) compatitiwhere the tools of strategic
marketing (differentiation, innovation, loyalty,jeato some extent neutralised. In
this context, the objective of value creation foe tlient becomes more difficult
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to achieve given the limited potential for diffeteion and the absence of
protection of new ideas.

In this new environment, the firm controlling theligery to the market has a
major competitive advantage. In traditional bussnsiuctures, selling is seen
and organised as a servant to production. In e-cenceminstead of selling what
it makes,the virtual company will sell what it can deliverp matter who makes
the products.The contact with the market and tlsavoir-faire in terms of
physical distribution and logistics become the aarmpetence (Drucker, 2000).

3.2 The Concept of Meta-Market

One of the main causes of failure of the startinghe New Economy was the
lack of sufficiently differentiated proposals bymgparison with the proposals
made by the physical stores. Online applicationsukh not systematically
replace traditional activities. The challenge isddesign the traditional proposal
by presenting a more global offering or a new carabon of traditional
offerings thereby giving more value to the client.

o For example a real-estate agency going online paovide
information not only on available apartments or kes, but also on
house renovation, home insurance, house equipnoeriemoval
services, selecting the assortment of servicegfgyance to the set
of needs of the client in search of a shelter.

Added value analysis based on what is called théa-market concept
(Sawhney, 1997) leads to an offering or to an assot of offerings defined by
reference to all the elements (activities and ses), which comprise the
cognitive space of the client. While in general kedrare organised around
products and services, the consumer purchasingegsods structured by
references to activities that are linked in cogritspace.

o For example, on the supply side the car markeirganised
around car manufacturers, car dealers, car insumangrokers,
financing services, garage and maintenance seryioechanics,
etc. By contrast, the cognitive space of a car paser is composed
of information search, evaluation, price negotiatigourchasing
decision, insurance, financing maintenance and exadly resale’s
value.

The web firm has the possibility to match the sypphrket concept based on
the products with the meta-market concept baseti@iogic and the perceptions
of the consumer. Thus, the meta-market conceptsgivethe virtual firm the
opportunity to fully implement the customer-origida concept. In this way the
web firm can position itself and its network asewnintermediary between the
customer and market actors, thereby upsettingtivadi sectors and creating
competition stretching across conventional markeinoaries.
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3.3 The Reconfiguration of Distribution Networks

Once the potential EC applications are identifieads useful to verify whether
each online application ‘complements’ or ‘replace#-line operations. Online
applications do not systematically replace traddicactivities. In many cases, the
best solution is a combination of the two, therpliymoting complementarities (the
“click-&mortar’ concept). A classic mistake is to do online onlizat is done
manually off-line, simply to generate costs reduwsi The firm’s marketing
strategy should dictate policy in this case.

0 This mixed strategy is the one adopted by Barnédsile, Toy-
R-Us, Virgin-Express, by contrast with Amazon.cobell-
Computer and Ryan-air, which operate online only.

A second strategic issue raised by EC is the réganaition of the distributive
network. A commonly held view is that EC will enabtompanies to deal
directly with the end-customer, leapfrogging ansérg distribution network and
thereby reducing transaction costs. Why remunenaittdlemen, the thinking
goes, if one can communicate directly with the eoglr through an electronic
link, giving her or him the possibility to place ander directly at lower cost?
This is calleddisintermediation.

In reality, the challenge is far greater. Takenasagely, the cost of the direct
contact is indeed lower, but managers need to \ies total cost of the
transaction. In many situations, the reduced cdstthe person-to-person
relationship can be offset by substantially incegbkgistics costs. The issue is
not one of sidelining distributors, rather of redmuting the tasks and functions
among the existing actors in the chain. This rehistion (or re-allocation) of
tasks is particularly relevant for product informat advice to customers, after-
sales services, physical delivery, product and isenbundling and product
demonstrations or trials. Several options exist:

1. To place on the company’s web site — little mom@nth banner presenting
the company and a catalogue of products withoutepiist. The
distributors then perceive the site as a promotisapport.

2. Charge on the web site the same price than the engmikce but add
delivery costs, which keep attractive the tradiiodistributor’s offering.

3. Sell on the web side but return a commission tadib&ibutors located in
the geographic zone where the product is sold.

4. Adopt the same pricing strategy than the distritgjtovhich is an
aggressive strategy creating direct competitiorawigs the distributors.

Thus, the issue is more a question of re-allocatibrthe distribution tasks
among the different actors.

It would be possible therefore for a firm to deakdly with the end-customer
where the provision of up-to-date information is sttke, while leaving to
intermediaries those tasks requiring physical pnityi (Dimitriadis and others,
2003).
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3.4 The Role of Infomediaries

Where dis-intermediation takes place, the absehp@ysical contact between
the seller and the buyer creates a new need amonsumers, the need for
assistance in collecting and processing informationiraditional markets, and in
particular in B2C markets, the seller has more rimgtion than the buyer:
information on costs, levels of quality, productadgability, and prices of
competing or substitute products. Different levefsmiddlemen (wholesalers,
retailers, agents,) were there to disseminatartfesmation along the distribution
chain. The elimination of these filters transfes tesponsibility of the search and
of the selection costs directly to the consumer wghconfronted with a problem
of information overload (Berquier-Ghérold, 2000).

In markets driven by EC, a new breed of intermeeisar the infomediaries — is
emerging and assumes the management of informaiionbehalf of the
consumer. Web sites regrouping buyers and organiauctions are a case in
point. As a result, market transparency increaseisthe negotiation advantage
switches to the buyer. By contrast with traditiorgkermediaries who typically
relay the manufacturer’s message and share itg prafgin, these new networks
of middlemen reverse the communication flow throsgstematic use of tenders.

o As a travel agency designs and proposes a package
combining a large variety of services (transpouati hotels, guided
tours, entertainment) the infomediary plays theerodf an
authorised agent or of a broker proposing a seamtigine, a
selection procedure of products and services andneprice
negotiation, while keeping its total independends-awvis the
suppliers.

The success factor for thefomediaryis customer trust. This new type of
middleman can solve four problems for the consurf@rto reduce the costs of
collecting information, (b) to provide relevant andbiased information, (c) to
certify the reliability and quality of the supplger(d) to facilitate transactions.

3.5 The Geographic Market Coverage

Adopting EC technology does not necessarily impigt tcompanies should
suddenly start operating on a global stage. If B€ilifates communication,
international physical delivery and logistics stélquire specific competence and
significant financial resources. Thus, decisionicsoning market coverage
should be taken only after considering the physgidalivery) and psychological
(communication) implications.

The spectacular development of the NICTs and tkaltteg globalisation of
the world market can give the illusion that disemoes not matter anymore. In
reality, distance is a multi-dimensional concepdl andistinction must be made
between the four dimensions of distance (Ghema@#t]): geographic (physical
remoteness), administrative (preferential tradiggeaments), economic (wealth
differences) and cultural (linguistic ties). TheNlIs have eliminated only one
component of geographic distance: the communicditidn
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3.6 The Impact of Electronic Communication

The development of electronic communication noyenbdifies the respective
roles of personal selling and of advertising, bgbahanges the objectives and
the content of advertising communication. The cti@rstics of electronic
communication are well known.

o Interactive communication — advertising on demanaore
informative and factual communication — a persasedi electronic
mail system — an egalitarian medium - a world wide
communication any where any time.

The most important impact of electronic communaathas been to reduce
dramatically interaction costs, that is the adntiais/e costs borne to get people
to work together, to collect information, to co-mrake activities and to exchange
goods and services. According to a McKinsey repbese costs amount to 55
per cent of the total administrative costs of comgs operating in advanced
economies. The reduction of telecommunication aadsport costs, with its
massive diffusion of ever cheaper and more powanformation, progressively
eliminates barriers between markets and gives adoethe international market
to any individual having talent or ideas.

3.7 The Issue of Private Life Protection

The individualisation of online communication crestthe need for
personalised data to customise the offering. Theeef any element of
information susceptible to differentiate the poi@ntustomer and to draw its
detailed profile is gaining a commercial value. sTbBkplains the development of
personal data banks and by way of consequence igidy lsensitive issue of
privacy and of private life protection on the Imtet.

The objective of the European Data Privacy Dirextssued by the EU in 1995
protects all personal data and allows its collectior specific, explicit and
identifiable purposes, but does not allow any ferthrocessing. Data collectors
must inform the individual of the specific purpdee the recorded information
and must keep the information accurate and up te.d2ata subjects are
guaranteed access to review personal informati@hthay must be given the
right to refuse to have their personal data transfeto a third party. In addition,
if data are collected for one purpose and is lasexd for another, the data subject
must be notified and given an opportunity to optaftthe second use (Gladstone
and Scheibal, 2001).

Thus the days when companies could do pretty msckhey pleased over
privacy are disappearing. Pressure from governmamdscustomers to comply
with new rules is intensifying. This EU Data Priya®irective is a first
manifestation of a form of world governance.

In short, electronic commerce provides to the finew opportunities for
dealing with the market in a more efficient mannest only in terms of costs
savings but also in terms of greater customisatiathe firm’s offering and of its
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communication and selling strategy. EC has a striomgact on operational
marketing and is also a major challenge for stiate@rketing.

4. The Emergence of New Values

Our era is characterised by a number of paradae=$\oot, 2002).

1. Our capacity to produce wealth has never been agreahile the
inequalities in the world have never been largene Textraordinary
dynamism of the market economy exists alongsidenda total poverty
of half of humanity.

2. The economic tendency is towards globalisation evipblitics have
remained mainly national in character. It's as lie ttechnical and
economic system had been left to its own devices.

3. The environment is deteriorating while scientifinokvledge, technical
know-how and accumulated wealth could safeguargldueet.

This situation that is the result of an extremegmplex accumulation of
factors affects companies and obliges them tonkithieir responsibilities toward
society and to consider the market economy innisrenment together with its
strengths but also its weaknesses and malfunctitoday an increasing number
of voices are being raised (European Commissiosiness leaders, NGOs, etc.)
supporting the idea of sustainable development.

4.1 The Socio-Ecologic View of Consumption

The environmental movement and the socio-ecologiead of consumption
reflect a new awareness of the scarcity of nattgaburces, the uncontrolled
growth of waste and the social cost of consumption.

0 Between 1890 and 1990, the world population hasnbe
multiplied by 4, while consumption in industrial oglucts was
multiplied by 40, energy use by 16, water conswnphly 9, fish
consumption by 35 and the total world production BY This
discrepancy between population and consumption tjrasv even
higher in highly industrialised countries.

This new awareness regarding the scarcity of ressureflects a changed
attitude to consumption as something, which is aorayér, viewed as an end in
itself but which must take into account its upstnegpportunity cost) and
downstream (repair and prevention cost) implicatidBlobalisation is positively
disseminating this new culture as markets becomee nmderdependent and as
procurement and production activities spread adiwsglanet.

The basic argument of the ecologist is to set @epon the use of the
environment which was until recently regarded &sese good”.

o The economic instruments used to set a priceg¢aiie of the
environment generally take the form of a directdaxthe polluting
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activities, either in a prevention (eco-taxes) or a repairing
perspective (eco-fees).

The life-cycle inventory model (LCI) is the basaot used by the ecologist and
through which a product’s total environmental impiscevaluated from “cradle
to grave”.

o Life cycle inventory (LCI) is a process that quies the use of
energy, resources and emission to the environmssucated with
a product throughout its life cycle. It accountsr fahe
environmental impact of raw materials procuremamanufacturing
and production, packaging, distribution and in-udsaracteristics
straight through to after-use and disposal (Lami2@00).

Faced with this thinking, firms are being forced raview their underlying
product concepts in the light of everything fronwranaterial procurement to
after-use and disposal. In future, the certificati®O-14001, which measures and
certifies the degree of greenness, will probablgobge a pre-condition for being
short-listed in international tenders, as it iseatty the case for the 1ISO-9000
norm.

A new EU directive currently under considerationtbg European parliament
is a good example of the practical implicationgcdlogy.

o Under its terms, vehicle makers will have to bibarexpense of
recycling their cars, buses and trucks. The direcgncourages the
use of recycled material. It requires 85 per centhe weight of all
vehicles sold in the EU after 2007 to be made freclaimed
substances. This directive will be in applicatiogtroactively as
soon as 2006, which means that the European autibenioblustry
will have to recycle 170 millions cars currentlyuse in Europe.

The environmental concern behind this directive €@fnom the market and is the
expression of new needs within society. It is nfatckor a protest trend. It is a way of
life, which has and will spread rapidly throughalievels of society and throughout
the world. This preponderance of collective oveniual needs is a new economic
phenomenon and represents a check to the wildesfof capitalism.

Until recently, such environmental consciousnessiddbe viewed as a
preoccupation of industrialised economies, butittierdependence of markets
that comes with globalisation has changed thisal#o explains why new
environmental norms are at the core of the ongoimigrnational trade
negotiations, although the EU’s attempts to impbgger standards are often
seen by the US as an obstacle to free trade ad@\sioping countries as a form
of disguised protectionism.

4.2 The Objective of Eco-Efficiency

The socio-ecologic view of consumption induces &irta improve theit'eco-
efficiency, that is to increase the volume of production peit of natural
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resource. This objective will be reached by appgyto the use of natural
resources the principle adopted by Henri Ford duimnthe years 1920 in the use
of human resource&o do more with less?

o Historically, labour productivity has increased hyfactor 200
in industry and by a factor 20 in agriculture. Thiseans that, in
industry, one worker do the job where 200 workeesenrequired
three centuries ago. By comparison the productiintyhe use of
natural resources and energy per production umas increased by
a factor 10 only since the eighteen century. Néwebess, this
productivity gain makes possible today to produge ton of steel
with 10 times less energy than before (E. Lambin))

All specialists agree: the potential for improvitige eco-efficiency of most
products is enormous (through de-carbonisationndterialisation, reduction of
waste and pollution, etc.). Beneficial for the eoament, improving the eco-
efficiency also improves the firms profitability greby creating a win-win
situation, where gains are achieved both on ther@mwental and economic
sides.

Last but not least, the image of the firm havingg@od ecological
reputation is becoming a stronger argument for torgaloyalty among
customers, employees and shareholders. Today, meestors are expressing
their preferences for ethical funds regrouping &rmmaving good social and
ecological credentials, as illustrated by the glowt sustainable investments
funds.

4.3 Towards a Global Governance

The globalisation of the world economy raises #sié of the role of the State
and of global governance. It is an established faet national States are
deprived from their national prerogatives to théeak that they do not control
trans-national activities. The contrast betweennieans that the nations have at
their disposal for national governance (between 20 50% of GNP) and the
weakness of resources at the global level is stikit is recognised that a market
economy needs a strong governance to define anarcenthe rules of the
competitive game. It is up to the State for exanipldalance the main macro-
economic issues (such as price stability) and teuen a minimum social
cohesiveness and solidarity. A market economyt bational of global, needs a
strong governance to function smoothly. In a matket is hardly regulated or
not regulated at all, the risk to see wild capstaliprevailing is high.

o If the market economy system in Russia, did nok well
during the first years of its adoption it was lalgelue, not to the
market, but to a too weak government and to theerades of the
market and economic regulations that are necessargnsure a
smooth functioning of a market economy. In thig typpunregulated
market, “might is right” and the mafia or a buncH oorrupted
individuals are running the show.
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But in an under-regulated global market, which rimé#ional organisation will
assume this global governance? In other worddyeafet is a‘global village”
which municipal board will be in charge?

In today’s world, the urge to maintain and to claame’s own cultural identity
is stronger than ever and, in the years to comsyilit be the "subsidiarity
principle” that will guide decision-makingVhat can be best dealt with at a local
level should be addressed locally.

For trans-national issues on the other hand, ldaogy, privacy on the web,
safety, terrorism, health, etc., forms of world gmance are necessary. A world
government is hardly on the agenda but new formsooterted global effort -
similar to the Kyoto, Montreal and The Hague coafees in the field of
ecology, and to the Davos and Porto Alegre forumthié socio-economic field —
can contribute to solutions.

Global capitalism needs strong countervailing pewverhich go beyond the
power of national governments. Contrary to the deasaf the anti-globalisation
supporters, the powers of supranational organissiige the WTO, the IMF and
the World Bank should be reinforced and new supranal organisations
created to deal with these trans-national issuethdivt them the risk is increased
that we end up with a much wilder form of capitalishan we have at the
moment operating in a completely deregulated market

4.4 Corporate Societal Responsibility

Firms everywhere are embracing the concept of c¢atpo societal
responsibility (CSR), and the financial corporatarglals in the US (Enron,
Worldcom,) have contributed to reinforce this ewioln. The reasons for the
adoption of this business philosophy at the corgolevel can be summarised as
follows:

1. Any firm needs a healthy and prosperous environn@neach its own
development objectives. Economic progress canndbuié on a social
disaster.

2. A global economic system under which half of thenhuity finds itself
excluded is obviously not viable politically norcaptable morally.

3. The welfare state and the social and fiscal satstibimplies have clearly
reached its limits, both on qualitative and finahgrounds.

4. Rather than paying more taxes, civil society shauddke up and commit
itself, where it has the appropriate skills andueses.

The responsible corporation acknowledges that st dnaesponsibility towards
society. It is an organisation, large or smalljckhwishes to establish a long-
term and sustainable relationship with the comnyuwnihere it lives and from
which it gains its prosperity. Participating in &iclife, the responsible
corporation commits its resources and competencendip combat social
problems, often in co-operation with public auttied. The domains where the
responsible corporation can contribute are seardlvaried
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o To develop the economic fabric of a region — tantaan or
develop employment —to participate in educationgpgonmes — to
protect the environment — to dialogue with stakdérd - to
promote urban development — to fight against saexalusion.

A key part of the vision is that corporations dne most powerful force for
change in the modern world: state, church, andarsity should not shy away
but their actions, slower by nature, merely com@etthe more important role
of companies.

In the new global economy, ethical behaviour whdohnsists of'of doing well
(financially) by doing good (socially)'ls not only compatible with the objective
of modern capitalism - as evidenced by the sucaksthical funds - it represents
a competitive advantage by meeting the market's atein Again the
interdependence of markets created by globalisdtedps ensure that these new
standards of behaviour become an imperative forfaumywith the ambition to
become a player in the global market.

This philosophy of responsible management is rgpgdlining acceptance in
Europe in the business community, as evidenced®yptoliferation of charters
and codes of conduct, the growing adoption of Thigle Bottom Line(TBL)
reporting systems, the charter of Human Resportgisilggested by the Alliance
for a responsible world, the efforts of Transpayeimternational, the anti-bribery
convention of the OECD, etc. TBL is particularlyportant. TheTriple Bottom
Line represents the idea that businesses should acfoyuhieir performance on
economic, environmental and social criteria anderaftt to satisfy their
stakeholders on all three sets of criteria.

4.5 Marketing and Poverty

One of the big challenges of the*2dentury will be to deal with the world
poverty issue. Some 4 billion people — approxinyatelo-thirds of the world
population — live on less than 1 000 dollars a y&aey outnumber the rich - or
at least those earning $10 000 or more a yeara fagtor of 8 to 1. It is today a
well-established fact that economic growth of artouis closely correlated to
the creation of new enterprises of this countryud hrentrepreneurship can be a
powerful mean to reduce poverty.

As observed in the field of finance where the depeient of micro-credit have
contributed in a significant way to facilitate eegreneurship in poor countries,
shouldn’t we — marketing scholars and marketingfgesionals - also develop
forms of low-cost or low-frills marketing- both in strategic and operational
marketing - to give poor countries entrepreneurpramiate marketing
instruments? Some companies are now deliberatalyeting the poor by
adopting strategies like the following: (Arthur Dttle, 2003).

1. Reformulating consumer goods being sold in muchlsmpackages, thus
making them affordable for the poor (selling jeamseady-to-assemble
packs).

2. Trying to cut transaction costs by introducing moappropriate
distribution systems that link old and new techgas (bicycles and
mobile phones).
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3. Adopting technologies to make products more affblelaand socially
beneficial, like solar cells to generate -electyiciin low-income
communities.

4. Reducing prices of the good or waive any profiterder to help the poor
and the disadvantages: This issue is hotly debatethy in the
pharmaceutical sector.

Thus, it seems that Business, and in particulaketizxg, have a role to play in
selling more to the poor. It can be profitable fioe companies involved and it
can help to improve the quality of life of the polfrmaking profits from poverty
may make good financial sense, is it ethically ptaigle? The argument goes like
this: if those who are currently excluded from aamgr society are not brought
into the economy, the divide between rich and pedirwiden further, creating
more social tension and undermining future develanmm

5. Conclusions

Within the globalised economy, strategic marketimgs a more important
social role than it ever had. It remains the bestmanism to adjust demand to
supply, but it also triggers a virtuous circle gbaomic and social development,
reinforced today by the social, cultural and tedbgizal changes observed in the
market. These evolutions in the interconnected al@zonomy create grounds
for optimism in that they are contributing to a matemocratic and transparent
market economy, based on new values. In this nevir@mment, national and
supranational authorities have a key role to ptaymonitor and to control the
initiatives taken to meet emerging needs in orderetoncile market efficiency
with the imperatives of a social vision.
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