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Marketing’'s Consequences: Stakeholder Marketing and
Supply Chain CSR Issues
Abstract
While considerable attention has been given to ltaen doneto consumers by
marketing, less attention has been given to the ltlomeby consumers as an indirect
effect of marketing activities, particularly in @gl to supply chains. The recent
development of dramatically expanded global supplgins has resulted in social and
environmental problems upstream that are attribetableast in part to downstream
marketers and consumers. Marketers have respomagdly by using CSR
communicationto counter the critique of CSPpractice but these claims of ethical
corporate behavior often lack credibility and casult in a backlash against brands.
The paper argues that more adequate attentionetdvdihmful upstream effects of
downstream marketing and consumption decisions inegjugreater attention to
stakeholder marketing and marketer efforts to lvefate responsible consumers. It
concludes by identifying implications for furthexsearch in this important emergent

area of marketing ethics.



Marketing’s Consequences: Stakeholder Marketing and
Supply Chain CSR Issues

Marketing is an essential feature of market societfs Brenkert (2008)
observes, it is how we get our food, clothes, daditems we use every day, as well
as somewhere to live and more exotic products amdces, and thus warrants the
attention of ethicists if only because it playstsaclarge part in most people’s lives.
In meeting consumer needs, marketing provides insmelpenefits, but it also
contributes directly or indirectly to a variety mfoblematic outcomes.

Marketing activities have long attracted the ins¢ref business ethicists. As
Farmer (1967: 1) has observed: “For the past 6y@@0s the field of marketing has
been thought of as made up of fast-buck artists.o many of us have been ‘taken’
by the tout or con-man; and all of us at times Has®en prodded into buying all sorts
of ‘things’ we really did not need, and which weuifdl later on we did not even
want.” Marketing is often called into question the consumers who are ostensibly
its intended beneficiaries, but also by other parguch as citizens outside the target
market who are affected by the company’s markeditgyities, such as its advertising
(e.g., Star 1989) or, as we highlight in this paparticipants who are employed in
global supply chains.

In looking at new directions for business ethicsesrch, theory and practice
relative to marketing, our purpose is not to scopé the myriad ways by which
marketing can raise ethical issues or the sourtasrmative guidance for marketing
decision-making, this is the primary focus of tixéaat marketing ethics literature and
thus has been covered elsewhere (e.g., Brenker8,2Murphy et al. 2005;
Schlegelmilch and Oberseder 2009; Smith 2002)te&us we focus on an emerging

critique of marketing’s harmful effects on socig@tythe context of supply chains and



examine societal and marketer responses to thiquei We then show how the
perspective of “stakeholder marketing” (Bhattackhagnd Korschun 2008; Smith,
Drumwright and Gentile 2010) suggests a more fibigossible response, while
highlighting avenues for further research.

Our starting point is to acknowledge the many pasieffects of marketing.
Simply put, market society could not exist withdut However, harm also can result
from marketing. Marketing’s harmful consequencesyrbe examined, on the one
hand, in terms of harmo consumers by marketing and, on the other hanigrims of
the harmby consumers to particular others or society in garees an indirect effect of
marketing activities.

The debate on harnmo consumers by marketing is long-standing. For
example, in the U.S., the landmark consumer priotedegislation of the Pure Food
and Drug Act was enacted in 1906, paving the wayHe creation of the Food and
Drug Administration in the same year. As we wiljae, however, the harm-doiby
consumers is in certain key respects a new topiggdred in particular by the
conditions under which products are made in glgbakpanded supply chains.
Attention to it has intensified with a rising tidg anti-brand critique which has
highlighted the harm that may occur when consurbess products that are made
under problematic working conditions, includingvadabor.

Thus when it comes to this form of harm-doing bysiomers, marketing is
positioned as the crucial link between problematicvironmental and social
conditions in the supply chain and consumer deessidOf course, it is a basic precept

of economics that production is influenced by congtion decisions and hardly new

! Our approach is primarily consequentialist in ft&us on the effects of marketing activities.
However, it does turn later to a duty-based, nosequentialist philosophical perspective in lookétg
the obligations of marketing managers to relatiyyerless stakeholders.



to assert that consumption decisions can havefaat@n labor practices—consumer
boycotts in the U.S. at the turn of the twentie@imtary were based on this premise
(Wolman 1916). What is new is the claim that mangeinfluences consumption

decisions with profound social and environment&&as throughout global supply

chains, including producers who may be a long wamaved from consumers

geographically. Critically, technology, while fatating these expanded global supply
chains, has also made knowledge of their harmfosequences much more readily
available through the internet, despite the lacgrokimity.

We start by outlining these various harmful effesdtsnarketing for consumers
and society at large, including harms found witkirpply chains. We then consider
the societal backlash, from polemical critiqueshsas Naomi Klein’sNo Logq to
consumer boycotts. Next, we examine marketer gteno address the criticisms,
such as Fair Trade sourcing and eco-labeling, lhatvghem to be too limited in their
effects. Thus we turn to the newly developing stettder marketing perspective and
show how it suggests a more robust response tprtdi#em of downstream marketer
and consumer decisions that have profoundly negaipstream consequences in the
supply chain. We conclude with a discussion ofithplications of our analysis for

further research and theory development as wedtagice in business ethics.

MARKETING’'S HARMFUL CONSEQUENCES
Decades ago, Drucker (1973, 369) gave a simplenitiefi of corporate
responsibility, when he stated that “primum nonearec'not knowingly to do harm’, is
the basic rule of professional ethics, the basite raf an ethics of public

responsibility.” However, as Smith, et al. (201@va argued recently, the adverse



effects that might accompany value creation in miamg have been largely ignored
by most marketing scholars and practitioners. hdstenarketing has focused on the
overall positive effects of corporate activities oustomers and other stakeholders.
This can be illustrated by the American Marketings@éciation definition of
marketing as “the activity, set of institutions, darprocesses for creating,
communicating, delivering, and exchanging offeritiggt have value for customers,
clients, partners, and society at large.”

The idea that marketing can do harm is hardly nélarm to consumers may
occur as a result of the marketing of products dnatharmful when used as intended,
such as tobacco, or the marketing of productsdaase harm if misused or abused or
simply marketed in ways that can be harmful, siectha advertising of cosmetics that
promotes an idealized view of feminine beauty. Hdaomothers or society more
generally may occur as a result of consumers’ aopsion decisions. This ranges, for
example, from the consumption of products whichytelthe environment, such as
automobiles with high C@©emissions, through to the consumption of alcohol
associated with violence in inner-city neighborh®@@renkert 1998).

The field of marketing ethics has dealt with thenif@d ethical problems
caused by marketer activities since the very beggaf this debate. Marketing ethics
has been defined by Laczniak and Murphy (2006, B89 do with the “right and
fair practices that are expected of marketing marsa§ However, the rightness and
fairness of marketing are mainly examined in relatto the marketers’ impact on
customers, as Schlegelmilch and Oberseder's (2@0@)ysis of fifty years of

marketing ethics shows.

2 Source: http://www.marketingpower.com/AboutAMA/Pages/DefiohofMarketing.aspx (accessed
January 27, 2009).




Nonetheless, since the late 1990s, a debate hageshat does not easily fit
the mould of traditional research in marketing &hi Largely neglected by
researchers in marketing and marketing ethics ¢Raland Basu, 2007), tiNo Logo
protest (Klein, 2000) or the critical deconstruntiof the story of stufby Leonard
(www.storyofstuff.com) are opening new frontlings the discourse on marketing
ethics by changing the scope of the critique ofketng practice. In the overall
context of increasing anti-brand rhetoric and astiy a company such as Wal-Mart
can at the same time lead the list of “the worldisst admired companies” (Hjelt,
2004) while its brand becomes a symbol of “whatwiong with 2£' century
capitalism” (Beaver, 2005: 159).

The analysis advanced by Klein (2000) and othemishew in some respects
because it continues and deepens a well-establigladdion of criticism of the
“hidden persuaders” (Packard, 1960) who are saitha@oipulate customers to buy
products they do not need. As Klein sees it, thhotheir strategies of corporate
branding, marketers are able to penetrate the nohdsistomers more effectively
than ever before and the charge of consumer maipnlis given new momentum
through the “no logo” debate. Although largelygmical, Klein’s (2000) account of
the potentially manipulative effects of marketin@ggiice does find support in recent
consumer research (e.g., Fitzsimons et al. 2002).

The impact on consumers of marketing communicaticaarel other
communicators of company identity can be broad#k, stith strong consumer-
company relationships often resulting from conswnédentification with those
companies, helping them in turn to satisfy impadrteself-definitional needs
(Bhattacharya and Sen 2003). Through brand commtior; in particular,

corporations can influence the perception of vadlgnment, thereby creating



stronger ties between companies and their custortteas ever before (Belk,
Wallendorf and Sherry, 1989; Bhattacharya and 3@83; Palazzo and Basu, 2007),
which indeed has been one of the claims of Klein.

However, while consistent with earlier claims tharketing is manipulative,
Klein, Leonard and others present marketing as @csoof harm beyond the
immediate relationship between customers and menkeBrands are attacked not
only because of perceived adverse effects on comstror because NGOs can have
a better industry-wide leverage for their campai@palazzo and Basu 2007)—they
are attacked because the marketing machineriesanfied corporations are perceived
as a main source of social and environmental haimgdn globally stretched supply
chains. As Barber (1995) arguedlihad versus McWorldhe destructive potential of
globalized markets perhaps can be better understwodgh brands and consumption
than through products or production. Accordinglge tmore recent criticism of
marketing not only goes down the supply chain ¢benstream relationship between
corporations and customers), it also goes up thgplguchain (the upstream
relationship between corporations and the multitofleactors in and around their
ramified global production networks), thereby limgi marketing to social and
environmental problems of production.
Marketing’s Upstream Supply Chain Effects

Marketing is criticized for adverse upstream supgtain effects in the first
instance because the outsourcing to low cost aggtins has allowed companies like
Nike to invest more money in huge marketing campamignd branding strategies
(Locke, Qin and Brause, 2007) while “the compe#itpressures of manufacturing —
low costs, order completion, and quick delivery erevtransferred to suppliers” (Lim

and Phillips, 2007: 144). Furthermore, it has aldveompanies to substantially lower



the prices of their products. Pitting factories ingieach other and keeping arm’s
length transactions with them gave Nike a “maximilexibility to compete with
rivals on price and product differentiation” (Linmé Phillips, 2007: 146) — two key
marketing dimensions. However, a sourcing policat tprioritizes low costs, high
guality and just in time delivery, creates advaatago consumers but might be
accompanied by a high price to be paid by othétesialders, as it has been argued
for Wal-Mart (Fishman 2006), Nike (Zadek 2004) adRok (Yu, 2007). Pressure on
procurement costs is a key element in low pricatatyies.

For instance, it has been shown recently that tisésqger unit in the garment
industry have decreased considerably in only ayears, while production costs of
the manufacturers increased. As a result, thatpnafrgins of factories in China and
elsewhere have dropped, thereby intensifying tlesgure on the manufacturers to
reduce their own costs (Dhanarajan, 2005; Fulle662 Harney, 2008; Levy, 2005;
Robert et al., 2006). Thus those who outsource fireduction to Chinese factories
might reduce their production costs, but somebodgtnpay, what Harney (2008)
called the “China price”, in the form of a growibgrden of environmental pollution
around production sites and problematic working dtiions (though it has been
argued that this is a long-established patternh Wisia only the latest region to
experience it; see Rivoli 2005).

In addition to the pressure on prices, corporatials® try to impose ever
shorter delivery times on manufacturers. Shortepestiuction lead times create
several advantages for corporations: They can eeduw@ntory costs, rotate financial
assets more frequently, and they can reduce unetaabout customer preferences
or better calculate customer reactions to marketengpaigns (Ferdows, Lewis and

Machuca, 2004; Lee, 2004; Raworth and Kidder, 2@¥htoro, 2009). An apparel



retailer like Zara needs only three weeks to dgvaloew product, manufacture it and
get it to the shops (Harney, 2008). This increasimg pressure shifts risks from the
brand to the manufacturer and it leads to considera but often unpaid — overtime
work on the shop floor, higher safety risks and dkésourcing by manufacturers to
smaller and cheaper factories with even lower latandards (Ferdows et al. 2004,
Harney, 2008; Mikkola and Skjott-Larsen, 2004; 4qd2004). Excessive overtime

work is not only driven by short delivery times, ntight also result from other

marketing related business processes such as pradwelopment, design and
commercialization (Locke, Qin and Brause, 2007).

Hence the global expansion of markets and the mgie outsourcing of
production to countries with weak governance systappears to have resulted in
harm-doing by marketers in the name of consumersnebheless, production
activities in countries where governments mightuevilling or unable to enforce
basic human rights also expose multinational cafpams to the risk of being held
responsible for the harmdoing of their direct amdreindirect business partners.

Since the 1990s, the debate on corporate resphiysibas started to
concentrate on human rights problems in global lsugipains and in particular on the
violation of worker rights in mines, in the fieldsd in factories. In the academic
debate, working conditions in sweatshops have beerfocus (Arnold and Bowie,
2003). Multinational brands and retailers have camder attack and some of them
started to engage in alleviating the social (andrenmental) harm as a result of their
own activities and those of their supply chain pars. They develop codes of
conduct, audit suppliers and get engaged in makidtolder initatives that set global
standards (Zadek, 2004) in industries such as apgauch as the Fair Labor

Association), diamonds (Kimberly Process), foresihagement (Forest Stewardship
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Council), fishing (Marine Stewardship Council) oroject financing (Equator
Principles). These multistakeholder initatives whare mushrooming since the late
1990s build on the assumption that the efficienagt kegitimacy of CSR activities
that are meant to solve social and environmenblpms, depend on the ability of
corporations to cooperate with other actors comtetd the problems (Palazzo and
Scherer, 2006). In multistakeholder initatives, pawations cooperate within and
across their respective industries but also withl gociety actors, transnational
organizations and national governments. Howevee, actor is normally excluded
from those problem-solving institutions: The consumYet it is through their
consumption decisions that consumers participate tontribute to various forms of
harm-doing, ranging from waste of resources to lprohtic working conditions and
environmental pollution. We turn now to examinevhibieir consumption decisions
can be informed by supply chain considerations.
CSR AS MARKETING STRATEGY

Consumers are stakeholders in more ways than biney are also members of
society and thus potentially, as socially conceroédens, they might well wish to
limit their harmful consumption decisions shouleéyhbe aware of them. There is
ample evidence of “negative ethical consumerismthm form of consumer boycotts
and other forms of refusal to purchase for so@aponsibility reasons and “positive
ethical consumerism” where purchase preferenceivisngto brands and products
perceived as more ethical or socially responsibleerahere marketing strategies can
be developed accordingly (Smith, 2008). Nonetls®lessearch has shown that
ethical consumerism in either case is highly cayam (e.g., Bhattacharya and Sen,
2004; Klein, Smith and John, 2004; Sen and Bhadtgeh 2001; Sen, Gurhan-Canli

and Morwitz, 2001). Moreover, as we illustratehrs section, consumer responses to
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CSR are often highly nuanced and often not so narctexplicit endorsement of
corporate CSR policies so much as consumers seakirglignment of their values
with those of the companies they buy from.

While traditional critics of marketing (e.g., Gadiith, 1958; Packard, 1960)
argued that consumers were manipulated to buy ptsdilney do not need thus
triggering a materialistic and inauthentic iden(&so see Fromm 1976; Heath 2001,
Schor 1992, 1998), consumers in today’s highly \itllialized society (Beck-
Gernsheim and Beck 2002) buy products to reaffind #® express their individual
identity (Fournier, 1998; Palazzo and Basu, 2007jpaconfirm their group identity
and to distance themselves from other groups (Kle8chultz Kleine and Kernan,
1993; McAlexander, Schouten and Koenig, 2002). Bsaare preferred if consumers
perceive them as authentic and as aligned with tven values and they are avoided
if they conflict with their values (Varman and Be#009).

Modern consumption is often driven by a motivattoravoid conformity, to
express difference and even to criticize the negagiffects of mass consumption
(Heath, 2001). However, we might well conclude thhe effects of this
individualized form of consumption are the sameFemk (1997: 31) has described
in his reflections on “cool consumerism”:

No longer would Americans buy to fit in or impredse Joneses, but to

demonstrate that they were wise to the game, toesggheir revulsion with

the artifice and conformity of consumerism. Thehestastic discovery of the
counterculture... marked the consolidation of a nepecges of hip
consumerism, a cultural perpetual-motion machinemnch disgust with the
falseness, shoddiness, and everyday oppressiamsfimer society could be
enlisted to drive the ever-accelerating wheelsoolscmption.

Accordingly, corporations have reacted to the imhlialization of consumer

decisions by individualizing their products andvsees, not least by loading values

into their brand messages. With consumer intarestalues relevant to CSR, the
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social and environmental side-effects of consunmpliave become a relevant element
in consumption (e.g., Auger, et al., 2003; Trudetl &otte, 2009). Through the
interest of consumers in the moral dimension oflipots and production conditions,
consumer decisions and the CSR management of aoraetign have become
connected in a way that potentially moralizes camsion itself and shifts the
attention from an analysis of the harm consumpdio@sto consumers to a discussion
on the harm-doindpy consumers. The consumers themselves become pgad GISR
discourse: it is no longer the production machindéngat is driving irrational
consumption decisions; it is the rational decisiofghe consumer that drives the
production machinery. Th&tory of stuflandNo Logoare positioned as wake-up calls
for the consumer who can shop for a better world.

Marketers discovery of CSR as a promising tooldi@nd communication can
be considered a logical consequence of a highlwinhehlized and value-sensitive
consumption zeitgeist: If stronger relationshipstwieen corporations and their
customers are promoted by aligned values, the Ismataenvironmental values of the
CSR discourse offer an ideal opportunity for inrtoxeaforms of brand management.
Moreover, it is consistent with a perceived “busiecase” for CSR in which
consumer perceptions and preferences drive comogaponsibility and sustainability
strategies (Barnett 2007; Smith 2003). Howeves timk between consumption and
CSR has been poorly interpreted by marketers sdrfathe next section, we show
how marketing tries to co-opt the rising interastGSR and why this co-optation
might be based on a misperception of the CSR diseou

THE CONSUMER BACKLASH
Central to the argument of increased consumewithgtion is the idea of

greater authenticity and yet marketers have natsszrily responded in part, at least,
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in regard to CSR. What, for marketers, might begreg more form of “spin”, might
for some consumers be something more fundame@eitainly, for NGOs this is the
case, and they have been quick to point out thergénce between company claims
of CSR and the reality on the ground, especiallyemard to upstream conditions in
supply chains. For example, Christian Aid, in atlyanamed 2004 reporBehind the
Mask cited multiple examples of CSR failures and obsérvthe corporate world's
commitments to responsible behaviour are not bouteby the experience of many
who are supposed to benefit from them.” The rdsadtbeen a consumer backlash.
In part, this reflects a difference in the fociadfention: Marketing looks down
the value chain towards the consumer, while CSRists look up the value chain
towards the social and environmental conditionspaodduction. The increasing
interest among marketers in the interface betwearketing and CSR reflects their
belief that society in general and consumers iniqdar have a growing interest in
social and environmental issues (Auger, et al.32@arrigan and Attala, 2001, Smith
2008). But the interest of marketers to date isvirether this growing relevance of
CSR for consumers could be harnessed for use ikatidg communications in
general and branding strategies in particular. Ketars have long understood the
power of brands to serve consumers’ self-definglomeeds (Levy 1959) and they
have started to use cause related marketing cangpaigd CSR communication in
order to promote the fit between corporate and wmes values in order to create
strong links (e.g., Garcia de los Salmones, HeraaRodriguez, 2005; Lichtenstein,
Drumwright and Braig, 2004; Sen, Bhattacharya awdshun, 2006). Building on
postmodern interpretations of consumption (Bourdi@@84; Baudrillard, 1983),
marketing scholars have shown that the symbolicedsion of consumption has

becomes more important with the marketer beingoayrer of meaning and values
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for consumers (Firat and Venkatesh, 1995; Fourdi@88; Holt, 1997). As Curras-
Perez et al. (2009, 547) have argued in partictd&®R is one of the most commonly
used arguments for constructing brands with a mdiffeated personality which satisfy
consumers’ self-definitional needs”.

This link between branding and CSR plays a key ilmarketers’ responses
to criticism of the harmful impact of marketing ptiges upstream in the supply
chain. So far, these responses have focused n@nthanging the perception of the
issues at stake by using CSBmmunicationto counter the critique of companies’
CSRpractice Corporations have started to get involved inrspion management,
when it comes to their societal engagement or tongonicating about supply chain-
related issues: CSR communication controlled by ketarg departments and
produced in cooperation with external PR agentezg]s to paint a positive picture of
the social and environmental engagement of corjomst The negative effects get
ignored, as Christian Aid charges above.

Wong et al. (1996), for instance, showed that comesuconfusion and
reluctance to engage in green purchasing behawaor result from inauthentic
environmental marketing efforts. When Wal-Mart wasing criticism on various
fronts (working conditions in supplier factorieswvasll as in its stores; environmental
problems; etc.), the company reacted with a mappc&mpaign, presenting itself as a
good corporate citizen in the communities whereojgerates (Beaver, 2005).
However, this attempt to reframe the debate by theans of marketing
communication did not stop the critique (BeaverP20 Likewise, BP has been
criticized for not living up to its “beyond petrals” slogan (Macalister 2009).

Thus, claims of ethical corporate behavior oftesk leredibility when they are

interpreted as window-dressing or green-washin@{€r2000). For instance, it has
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been shown that the success of cause-related nmagyletmpaigns depends on the
perceived long term commitment of the company, ant@st to mere tactical
campaigns (Van den Brink, Odekerken-Schréder angwBis, 2006) and on the
consumer perception of the corporate motives betiiaccampaign (Barone, Norman
and Miyazaki, 2007). A credibility lack is percetv in particular if the CSR
communication of the company is disconnected frbenexisting or at least potential
social and environmental problems to which the camypis linked (Palazzo and
Richter, 2005) or where consumers perceive firmregr motivations rather than
motivations to serve the public good (Forehand@ridr 2003). Behind the facade of
marketing communication, environmental depletiorgtmicontinue and the living
conditions of farmers, miners or factory workerghistill be miserable (Levy, 2009)
or might even worsen (Frynas, 2005; Khan, Munirlimbtt, 2008).

There is evidence to suggest that branding and etiagkactivities linked to
CSR have themselves provoked a backlash. Pastleetemve witnessed a rise in
anti-corporate activism (Palazzo and Basu 2007diganand Ekici, 2009; Yuksel
and Mryteza, 2009). For instance, the number tdrmationally active NGOs has
guadrupled in one decade and mentions of NGOseiWall Street Journalnd the
Financial Timeshas increased by twenty fold over the same p€fYatiji, 2004).
Stolle, Hooghe and Micheletti (2005) claim thererevéour times more consumer
boycotts in Western democracies in 1999 than id1®milar developments have
been observed for developing countries (Casted87 linglehart, 1997).

Firms are increasingly targets of stakeholderasitn triggered by corporate
behaviors perceived as illegitimate, unfair or ghtiee. However, this activism does
not always target the worst actors because adifestus their campaigns on strong

brands (Palazzo and Basu, 2007, Porrit, 2005). laNtiie alignment between
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corporate values and consumer values seems togtteenthe link between the
company and its customers, a perceived violatioimase values will lead to stronger
emotional reactions against the company (Bhattgahand Sen 2003; also see Aaker,
Fournier and Brasel 2004). The brand is perceiad incoherent, if the
communicated values and the behavior are contmgli¢Palazzo and Basu, 2007)
and brand incoherence reduces brand attractivé@essas-Perez et al. 2009).

While much anti-corporate activism is driven by thehavior of specific
firms, a second and probably more dangerous forrmacklash (from the business
perspective) targets brand communication itselfichdletti and Stolle (2008: 753)
have pointed out a shift from boycotting practitest build on the denial of monetary
transactions to targeting “other vulnerable powmithin corporations, namely their
image, brand names, reputation, and logos.”

Through their brands, corporations communicater thaiues (de Chernatony
and Riley, 1998; Lee, Motion and Conroy, 2009),stoners can express their self-
concepts and identities through brand preferenaed, strong brands create strong
emotional ties with consumers (Aaker, 1996; Bel888). However, the branding
narrative communicates the corporate values to paliential stakeholders and
promises consistent behavior across all decisiodsoperations (Aaker, et al., 2004;
Hatch and Schultz, 2003). Thus, pointing at presunmeonsistencies behind the
message can be an effective strategy of civil $paxeganizations; anti-corporate
activism turns into antorand activism. This new form of activism might triggar
“doppelgénger brand image”, defined as a “familydparaging images and stories
about a brand that are circulating in popular eeltoy a loosely organized network of
consumers, antibrand activists, bloggers, and opirleaders in the news and

entertainment media” (Thompson, Rindfleisch andeAr2006: 50).
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The objective of anti-brand activism is to convimomsumers that the brand is
inauthentic (Palazzo and Basu, 2007). If succéssfinsumers might perceive
corporate values to be incongruent with their owalugs. As a consequence,
processes of organizational disidentification cobkl triggered (Bhattacharya and
Elsbach, 2002) and brand avoidance might be thdtrdse et al. 2009; Thompson,
et al., 2006). Reputational losses can also matigahsumers to prefer the brands of
competitors (Caruana et al. 2006; MacKenzie ana 1989). Obviously, it is not by
chance that the rise of this anti-brand activisnicfidletti and Stolle, 2008) coincides
with the rise of the corporate branding in the [8890s (Hatch, and Schultz, 2001,
Schultz and de Chernatony, 2002). As Phil Knigh¢, tounder of Nike has argued,
“there is a flip side to the emotions we generaie the tremendous well of emotions
we live off of. Somehow, emotions imply their oppgesand at the level we operate,
the reaction is much more than a passing thougKkt&irf, 2000). Brands that
effectively transport meaning and values make tb@mpanies vulnerable to activism
that targets their brand narrations. Thus, the aratpe strategy of loading CSR into
the brand might result in backlashes, if the braadation clashes with perceived
social and environmental problems in the valuercbahind the branded corporation.
Ultimately, this cannot be a good place for mansta for CSR. Marketers must
find a solution that addresses the supply chauesssat least if they are to have CSR

as part of their brand values.

A STAKEHOLDER APPROACH TO MARKETING’'S CONSEQUENCES
Since the early 1990s, harmful supply chain prastitave become a key topic

in the CSR debate. We have argued that anti-bretidsan is building on the critique
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that there is a causal relation between the mandsgiolicy of corporations and the
conditions of production in their globally spannedpply chains (Auger and

Devinney, 2007). The critical analysis of problemasocial and environmental

practices now links decisions up the supply chpnoduction) and down the supply
chain (consumption) with marketing becoming theafqmoint of the sweatshop story.
However, as we have argued, corporations have ynaedcted to this growing

relevance of social and environmental concernsanesy by impression management,
not by changing their overall marketing and proougat policies.

This misperception of the relevance of CSR andrtihe of marketing in it
might rely on the fact that traditional marketingagegy tends to be predominantly
customer-focused and firm-centric with profit maxation as the primary objective;
scant attention is paid to the myriad social acteh® (intentionally or otherwise)
affect and are affected by companies’ actions. H@werecent increased awareness
of realities such as climate change, widespreadigheand human rights violations,
as well as pressure from various stakeholders dnoiu employees, investors,
regulators and activists, are prompting compamekaok beyond customers as the
sole target of marketing activities and firms as fimary intended beneficiary. To
better understand the full impact of marketing oniety, there is an urgent need for
new research that adopts a more inclusive stakehaddentation (Bhattacharya
2010).

Such a broader understanding of marketing has goesees up the supply
chain — where actors other than the consumer haee ttaken into consideration.
Thus, in exploring solutions to the upstream supphain problems we have
highlighted, we will first introduce the idea ofakeholder marketing. Then, we will

discuss fair trade as an example of a broader ragkapproach. Finally, we will

19



argue that the adoption of a stakeholder marketpygoach up the supply chain also
has consequences for the relation between corposaéind their customers down the
supply chain. Transforming traditional consumptipatterns and co-creating the
responsible consumer is thus a key responsibifiparketing in the years ahead.
The Concept of Stakeholder Marketing
Broadly speaking, stakeholder marketing involves dibsign, implementation

and evaluation of marketing initiatives so as toxmelly benefitall stakeholders-
customers, employees, shareholders (i.e., actatsofferate in the business domain)
as well as cause beneficiaries, nonprofits, tharenment and society in general.
Although stakeholder theory (Freeman 1984) has laeeand for a while and is an
extremely useful starting point, it is our contentithat marketing, more than any
other business discipline is uniquely poised tqhsbth companies as well as the
broad spectrum of stakeholders benefit from thisentent towards a more symbiotic
relationship between business and society. Neethessy, CSR is a key piece of this
proposed symbiosis. To effectively implement stakedér marketing strategies and
thereby avoid the kind of backlash discussed inptle®ious section, researchers and
managers need to discuss issues such as the reeaf robrketing, new audiences that
marketing needs to cater to, new organizationah$oin a stakeholder oriented world,
new metrics for monitoring progress and new chagksnthat would surely arise in
transitioning to this expanded role of the marlgtiiunction (Bhattacharya and
Korschun, 2008; Lawrence and Bhattacharya, 2008).e$sence, stakeholder
marketing:

= Considers multiple stakeholder interests in designiimplementing and

evaluating marketing strategy;
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» Understands the full impact of marketing decisiams all stakeholders,
including those upstream and downstream as wells@sety and the
environment;

» Studies relationships between stakeholders;

= Seeks to understand how marketers can deal efgctwith commonalities
and conflicts in stakeholder needs and interests;

* |s not necessarily at odds with the interests afedmolders.

In the stakeholder-centric world, the formulationnearketing strategy starts
with a comprehensive assessment of stakeholderspeeoth functional and
psychosocial. Understanding these needs enabldsrth&o create an array of inputs
in concert with stakeholders: this is a key stegvinch stakeholders co-create value
with and for the firm. For example, a CSR initi&ivo appropriately recycle or
dispose of a product helps the firm and its custsnge-create environmental value.
Participating in the co-creation process enablakesiolders (e.g., suppliers, factory
workers) to build stronger relationships with tirenfwhich can be measured through
indicators such as identification and trust. Sgroelationships based on stakeholder
oriented strategies in turn prompt stakeholder belns not only in the business realm
but also in the social and environmental realmshsd the firm might be judged in
terms of a “triple bottom line” (Savitz and Webe0®0B). As earlier described,
excelling on social and environmental dimensionesdoot necessarily compromise
business performance, especially in the currenesddandscape where stakeholder
(including consumer) demand for CSR is high. Of reey organizational factors
including culture, coordination across departmeautsl partnerships with NGO’s
moderate the ability of a firm to successfully leypent stakeholder marketing

strategies.

21



Responsible Marketing Up the Supply Chain: Innovati Fair Trade Schemes

In recent years, multinational corporations hawetstl to use fair trade and
eco labels as a means to be more stakeholder-ediamd quell the activists’ critique
of the divergence between downstream CSR actiodssaboptimal supply chain
practices upstream.

Historically, fair trade products have been posgid “as the ethical
consumer’s answer to world poverty and global exgiion,” (Zick Varul, 2008, 654)
while eco labels target the environmental extetiesliof global production. The
objective behind these initiatives is to challeng®duction conditions that are
perceived as unjust, unsustainable, and to create rmransparency about those
conditions (Zick Varul, 2008). Specifically, theirfarade and eco label initiatives
build on the critique of the social and environna¢side effects of world markets and
they are primarily positioned as alternatives tae tproduction activities of
multinational corporations (Zick Varul, 2008).

Originally the fair trade initiative was implemedtethrough charity
organizations such as Oxfam (Crane and Matten,)26@Xvever, in recent years, fair
trade activities have been professionalized andnoertialized. Between 2000 and
2005, for instance, the number of fair trade imipgrorganizations has increased by
100 percent and the market share of fair tradeymtsds steadily growing (Micheletti
and Stolle, 2008). This growth is now driven by dbovery same multinational
corporations to which the original movement intahde create an alternative:
Leading consumer goods companies have now adoptetrdde labeling and eco-
labeling. As a result, those labels’ products dbardy compete with the products of
multinational corporations “for shelf space withjoraretail brands” (Davies, 2009),

they become a key element of the corporate respdtgistrategy of large
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corporations such as Starbucks, McDonalds, NeSddpury, or Mars. Starbucks, for
instance, is now the biggest buyer of fair tradéesoin the world (Starbucks 2009). It
comes as no surprise that fair trade activitiesehbgen criticized as a mean to
“greenwash” the image of corporations (Low and Dgpeet, 2005) or as a “spectacle
for Northern consumers” (Bryant and Goodman, 20849). Fair trade schemes
implemented by multinational corporations sometirheghlight the fact that there
continues to be a chasm in the way CSR is practltadhot surprisingly irks activists
as discussed previously, and not least when a gadllof the production is certified
and the overarching logic of supply chain actigtremains unchanged. In this sense,
the adoption of labels can be perceived as ansthatiegy of impression management
— which sometimes might be true.

However, by and large, these collaborative projeotsween fair trade
schemes and branded corporations go beyond CSBgsrmsuch as cause marketing
that we criticized in the previous section. Famde strategies do, among other
positives, include multiple stakeholders such asméas and workers, middlepersons
between the producers and the brand, experts frioih society and partly even
governmental bodies. Getting involved in fair tresdemes, corporations do indeed
practice a stakeholder approach to marketing, \nnglvarious actors in the overall
brand narration. By their cooperation with the famde movement, multinational
corporations not only operate with a stakeholdemdset, but also experiment with
new products and innovative processes, make resp@nmicing part of their CSR
strategy and try out new forms of communication.

Nonetheless, Starbucks, the biggest buyer of fadet coffee had only five
percent of its total coffee purchases fair tradeifesd in 2008 (Starbucks, 2009).

Many other multinational corporations are even Wwesoich a quota. In the long run,
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the credibility of companies’ fair trade engagemdapends on their willingness to
apply similar stakeholder logic to their overallsmess operations. However, the
critique does at the same time show the limitatiohscurrent theory and practice at
the interface of marketing and CSR: Marketing tgeweds a better understanding of
the potential for (product, price, process and camigation) innovations that link
upstream and downstream value chain activities.

Fair trade links consumption and production, wkselems highly desirable in
light of our foregoing analysis. It not only triege improve the conditions in the
supply chain but also aims at a transformationosisamption patterns. Fair trade has
for instance been described as a tool for “goverriee moralization of consumer
behaviour” (Zick Varul, 2008). It acknowledges tingportant role marketing has to
play in solving the social and environmental proideof production by engaging in
the transformation of consumption patterns. Howewefair trade has moralized
consumption in a small niche, going forward it reéd be mainstreamed so as to

achieve the transformation we are suggesting welohore desirable.

Responsible Marketing Down the Supply Chain: TruResponsible Consumers
Broadly speaking, “ethical consumerism” refershe practice of purchasing

products and services that the customer considerset produced and marketed
ethically (Smith 2008). This can mean, for exampiging preference to products or
services that have been made and delivered withnmalrharm to humans, animals
and the natural environment. As noted earlier,cathsconsumerism may be practiced
by eschewing or boycotting products from compatied are not perceived to have
acted ethically, as well as by favoring productedoiced and marketed ethically.

Generally, these behaviors may thought of as twlessof the same coin, because
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consumers often choose ethical alternatives relativ ethically less preferred
products (the exception is where consumers boysuattchoose to make no purchase
in the product category because no product meetsdthical criteria).

Omnibus surveys (e.g., bVime magazine and firms such as Market and
Opinion Research) seem to suggest that a largeopgrop of consumers practice
ethical consumerism. For exampl&me reported in 2009 that almost 50% of
Americans say that the protection of the environmsmould have priority over
economic growth. Moreover, 78% of those polled shat they would be willing to
pay $2000 more for fuel efficient cars. However, ren@areful research, often
conducted using experimental techniques, reveatdrhactuality the proportion is far
less (Auger and Devinney 2007). In other wordsp@ases in omnibus surveys suffer
from social desirability bias.

As we see it, buying ethically sourced producterif/ one of the keys to the
puzzle. Going forward, it is critical that for tlklevide between upstream realities and
downstream CSR to be resolved, consumers act a®r@d citizens who question
their role and responsibility in building a sustbie society. In this sense,
“responsible consumerism” is perhaps a better phrBer example, the sub-prime
crisis would have been far less likely without aamgrs who took on mortgages they
could not afford in the hope of refinancing on tieeck of seemingly ever-increasing
property values, mortgage mis-selling notwithstagdi Equally, responsible
production is more likely to follow from responsbtonsumption, when it comes to
issues like climate change or sweatshop labor pplguchains. In essence, while
marketers are no doubt to blame for their aggreskigtics in creating unnecessary

needs and social pressures, consumers also nesdume greater responsibility for
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their purchase and consumption practices. Speltyficaonsumers must better
understand the social and environmental impadtef tonsumption decisions.

As long as responsible consumerism remains a mbkaomenon that has no
impact on the mainstream consumer beyond the lipiceepaid in CSR surveys,
corporations find themselves in a paradoxical sibna While they are pressured to
constantly increase their CSR investments in ordermanage the social and
environmental side effects of their production \dti#s, mainstream consumers are
not ready to reward those efforts when making thmnsumption decisions.
Responsible production does not translate intoorsiple consumption and, as a
result, the economic benefit of CSR remains dolibtfu

However, while responsible consumers seems to lxeyaelement in an
economically viable CSR strategy, practitioners aotiolars on the interface of
marketing and CSR seem to share one misunderstpadirey perceive the consumer
as a rational actor who eventually will react pesiy to responsible supply chain
practices and the related marketing communicaths.Caruana and Crane (2008:
1497) have recently criticized, this “leads to Widespread assumption that there is a
discrete market segment of responsible consumatghere’, waiting to be identified
and acted upon by corporations”. As it has beenvshby marketing scholars,
consumption is often a highly symbolic cultural gitee, embedded in individual and
communal identity narrations (Belk, 1988; Fourni#998; Gabriel and Lang, 1995;
Reed, 2004). These deeply embedded cultural reutamel habits are not changed
through information but through the creation ofealative cultural narrations that
consumers can use to express and strengthen vanooias identities. As Caruana and
Crane (2008) have emphasized, responsible conssmesinotdiscoveredout has to

be co-createdby corporations. In other words, it might resulbri a process of
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education, empowerment and transformation of exgstonsumption habits. This

process of changing the consumption routines of tustomers, might become a key
element of a corporations’ CSR engagement. Theteftown the supply chain have
to be linked to a strategy of behavioral transfdramaup the supply chain. With a few

exceptions (e.g., the treatment of responsibleigouin Caruana and Crane, 2008)
this has yet to be addressed by researchers @SReand marketing interface.

If it is the case that many forms of social andiemmental harm that exist
along the supply chains of multinational corponasicare triggered by marketing
decisions then it can be argued that marketers haweral duty to change existing
practices of supply chain management in order tluge the harm. As Iris Young
(2006) has argued, such a duty can be derived fr@fact that corporations are
socially connected to the problems of their businestners and they have the power
to solve them. Thus, not only is it in the selfeir@st of corporations to include the
transformation of consumer habits in their CSRtsgw (since this helps better align
societal and corporate interests), but marketais f@ve a moral duty to co-create the
responsible consumer since they significantly efice the current decision-making
patterns of mainstream consumers.

IMPLICATIONS FOR RESEARCH AND THEORY DEVELOPMENT

Our paper, in a nutshell, argues that the risdalfad supply chains has led to
an intense discussion on the connection betweetreaps phenomena such as
working conditions in sweatshops and downstreamketsngy and consumption
decisions. As a result, marketing is moving cergtige in the debate on CSR,
targeted as a source of global, social and envieortah problems, yet also a potential
source of solutions to these problems. Marketing &@a impact on production and

consumption and future research will need to furtegplore, substantiate and
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elaborate on the consequences of that impact. Welwte the paper by outlining

some ideas and questions for future research omtidréace of marketing and CSR in

both these directions: the responsibility up thppdy chain (production) and down

the supply chain (consumption).

Upstream Consequences of Downstream Decisions

How do consumption decisions result in adverseasaand environmental

outcomes in the supply chain? What type of desssiead to what kinds of

outcomes? How are these decisions transmittedaupupply chain?

What are the other probable causes of adverselsaoth environmental

outcomes in the supply chain? Could changes dogarst substantially

reduce upstream problems? What else would neledppen?

What is the role of the competitive context? Ararketers driven more by
assessments of consumer preferences or by asséseheompetitive factors

(e.g., price focus)? Is the latter responsible foarmful upstream

consequences to a greater extent?

What is the role of branding? How does brandiragll®o harmful upstream
outcomes? Is it a marketer response to the corrsomakketplace or is it a

social construction of marketers—something thaesabn a life of its own—

which in turn drives supply chain dynamics?

Which marketing innovations are required to redoicalleviate the social and
environmental harm? How can global production psees be changed?
What are the innovations, corporations are alreagberimenting with in their

supply chains?
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» Are there differences between social and environaigoblems in supply
chains when it comes to their causes and potdirtkato marketing and also
when it comes to potential solutions?

Downstream Solutions to Upstream Problems

* What is the role of marketing in mediating the tielaship between
consumption decisions and harmful upstream consegs® Are marketers
correctly interpreting consumer preferences? Howheir interpretations get
conveyed to upstream producers? Does marketingtstatienal role include
consumer education?

* How can the “responsible consumer” become a maastr phenomenon?
What are the necessary and sufficient conditionsafeubstantial majority of
consumers to become more concerned about upstreacml sand
environmental problems and to make consumptions@et with these
concerns in mind?

* What can marketing learn from research in psycholdgr better
understanding the existence and transformatiom$wmption routines?

e How can a moral duty to include the transformatednconsumer habits in
CSR obligations be conceptualized? Do corporatiand marketers more
specifically have such a duty?

 What potential role does the transformation of comsr habits play in the
debate on instrumental CSR? How can responsiblsucoerism contribute to
the bottom line?

* What are the necessary and sufficient conditionsfeubstantial majority of

marketers to become more concerned about upstreamal sand
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environmental problems and to make their deciswite these concerns in
mind? What role might stakeholder marketing play?

» What is the role of public policy and/or “soft law leveling the playing field
and reducing the scope for abusive practices? Whdhe role of civil
society/NGOs?

* How can self-regulatory initiatives be improved®j(gfactory audits).

* What is the role of multistakeholder initatives the transformation of
consumption habits? How can corporations cooperatthis process with
consumer associations, governmental bodies, or NG@ks are experts in
consumption related social and enviromental issifés&t can be learnt from
successful (and less successful) MSls up the sug@in for transformation

processes down the supply chain?

We believe that research to provide answers toetlgpgestions by both
business ethicists and marketing scholars couldoniyt contribute to the debate on
harmful supply chain conditions, but also ultimgteélp alleviate these growing and

very real harmful consequences of marketing andwwoiption decisions.
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