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Lecture – 34
Consumer Ethics: Ethical Issues in Marketing Management

We are back with more on Consumer Ethics, this is lecture 34 of module 7. Earlier in the

last lecture I have talked about marketing communication and the ethical issues in that,

that was an aspect of consumer ethics. This time I am talking about ethical issues in

Marketing Management.

 (Refer Slide Time: 00:54)

So, we will speak about marketing management related items, that is for example the

marketing  mix  and  what  are  the  consumer  ethics  issues  with  the  marketing  mix.

Specifically we will talk about marketing research and consumer privacy issues and then

finally we will show you what is the alternate paradigm for marketing management.
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So, let us start with marketing management, this is all the activities actions, moves that a

corporation can make to market its product or service. And this is where the company

needs to  put  a  lot  of  resources,  because ultimately  its  that  is  how the company will

survive. What goes into marketing management? A lot of skill.

What do you have to manage? Many things, many ingredients are there in the marketing,

one nifty way to put it put this elements together is known as the marketing mix. I will

speak about the ingredients that go into the marketing mix. But the very first item in the

marketing mix is the target market, meaning that the company has to understand and

study the target segment of population, that it  wants to sell its product or service too

alright.

For example, if you are a company who is selling the very sophisticated medical devices

then your target market is not ordinary people but, hospitals, clinical establishments or

doctors at the most but suddenly not ordinary people. On the other hand if you are a

company  who  is  selling  toothpaste,  then  obviously  your  target  market  is  the  wider

population because, everybody wants to use something to clean their teeth.

So, this is the first one the target market needs to be studied because as a seller one has to

understand what exactly do they need, what are their habits, what do they prioritize, what

do they expect from the product and also the purchase power how much can they spend

accordingly the marketing has to be done. Let us go back then, so first component in

marketing mix is this target market understanding and studying it.
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Then in  the  marketing  mix  goes  the 4 Ps,  this  is  known as  the  4 Ps  model  for  the

marketing mix of our products. If you are trying to market a product then there are 4 Ps,

the P stands for product, price, place, promotion. The target market that I was talking

about is at the centre it is there, with respect to the target market the product the price

place and promotion have to be also managed. What are they? I will explain in a second.

Now, if it is not a product, but it is a service that your company is trying to market, then

in addition to this  4 Ps there are 3 more Ps that one has to pay attention to and the

company needs to manage. This is people process and physical environment, in terms of

service these are very very important; how you are delivering the service, who are the

people,  who are going to manage this service delivery and then what is the physical

environment, where this service would be provided etcetera. So, the marketing mix is not

the same for a product and a service, for product it is this 4 Ps and for the service it is the

7 Ps.
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Now, regarding the 4 Ps first, the product is you know the end product that the company

is  bringing  out  and  it  wants  to  reach.  What  does  the  marketing  manager  have  to

understand in that? He has to he or she has to understand the product or the service

everything that has gone into it. By everything I mean the processes through which it has

evolved or emerge from the components, all the features that are there, the benefits that it

has for the consumer or the solutions that it is going to provide; these have to be studied

and understood by the marketer.

At  the  same time  what  is  its  unique  selling  proposition  the  USP, so  that  there  is  a

differentiator for the product of the service. So, first one has to understand the product

very well in order to market, second where would the price of the product of the service

to be fixed that is a very crucial decision in marketing. You have to understand and your

consumer base you have to understand what is it that you are trying to market and then

try to fix it somewhere where there is a match, otherwise the product of the service is not

going to be marketed well.

There are two things in price one that the cost the total amount that the consumers will

have to shell out in order to purchase this. Then there is also the customers perceived

value of the product or service, perceptions do matter. Whatever it is really, but how the

customer perceives it, how it shows up in the priority list of the customer etcetera that

has to be understood also. So, pricing is not a one dimensional thing, there are many

complications here and we will speak about that. 



Promotion,  we  have  talked  about,  it  is  about  the  sales  promotion  the  marketing

communication strategies and we have specifically talked about the ads. But, in general

the publicity campaign that has to be done or the special promotions that have to be held

in  order  to  market  the  product  to  launch  the  product  and  so  on.  So,  all  of  that  is

promotion, place or placement is how you are going to place your product or service.

Where are you going to place it, how you are going to place it both are important. How

means through what kind of channels this product or service is going to reach to the

customers and there has to be an ease of access for the customer, if it is too difficult to

get at naturally the customers would not be interested for very long. Similarly one has to

think about the distribution channels, the market, the retailers. So, all of this comes under

the place the location or the market where this is going to be available these are the 4 Ps.
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Now, we do not stop here we speak about that is our main concern here is what are the

consumer ethics related issues with the 4 Ps. So, we will enumerate one by one. First

with the product, here you can easily imagine that the greatest concern or the ethical

issue about the product is the product safety or consumer safety. And, this is where we

see that in various stages in the life cycle of the product there can be compromised in the

product  safety  or  in  consumer  safety. For  example,  in  design  faulty  design  leads  to

consumer harm sometimes injuries sometimes death sometimes, but in any case it is a

big risk.



So, if you design a car to have it is fuel tank in such a place where a minimal bump

would simply ignite the whole car and it will become a ball of flame. We are talking

about palpable risk to the passengers and the driver who is driving the car. So, that is not

desirable that is a faulty design. Similarly there can be flawed production process, in

various stages of the production there might be some additives the new additives may not

always lead to the desired effect there can be defective or loose parts, again leading to

consumer safety issues or faulty processes process control.

So for example, you know cars which have problem in the engine cooling, because a

faulty antifreeze was used during the production, so that is a production process failure

or fault. There can be harmful effect from the product usages you know we talked about

cell phone usage and the related radiation problem it is hazardous for human health or we

talk  about  you know foods that  contain  harmful  preservatives  or  harmful  amount  of

pesticide. 

So, this is related to products and there are each of this, because it poses enormous harm

each of these raises our ethical  concerns.  So,  here the solution is Due care we have

spoken about due care and that is what is a great method to follow in such cases.
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Price, now in case of price as I said you know it is true that the company is trying to

make profit for itself through the sales. But it should not be only profit this is one. So,

where do you fix the price and there the common comment is that it should be a fair



price  fair  for  whom fair  for  both  sides  fair  for  the  business  as  well  as  fair  for  the

consumer. 

So, the business can put the price where it is profitable for business, but without cheating

the customers. So, there are many ways you can fix the price, but this is not a desirable

way. So, fair price it is a reasonable selling price that is fair both to the consumer and to

the seller considering the kind of quality of the product considering it is supply.

Whether it is rare whether it is common, considering the investment that has gone in the

delivery time etcetera all things considered still you can figure out what would be a fair

price which means fair for both sides.
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When you do not do that when fair price principle is not observed there are many ethical

issues  that  crop  up,  one  is  very  clearly  known and these  are  each of  these  are  anti

competitive prices. First one is over pricing or excessive pricing, this is objectionable in

any case because it is overcharging the customers you know you do not get the value in

return, but you are paying a whole lot of money to get it. But it becomes particularly

ethically objectionable when price is prohibitive when it really debars the consumer from

having it the price is so high and the product is essential. 

For example, medicines specially life saving medicines you know so because everybody

needs that. But if the price of those yes we understand there is a lot of R and D you order



everything has been invested in that still that is not where we expect excessive pricing,

because it is a life saving medicine. So, this is an ethically potent issue. Similarly when

pricing  takes  the advantage  of disparate  situation this  is  what  black marketing  is  all

about. You know in a crisis time if you have food and water prices soar then that is

pricing is ethically certainly not commendable. 

The other kind is price fixing or cartelling,  cartels  are you know different businesses

coming together, a group of competing firms they come together to fix the price. And

naturally the price is fixed at a point where it maximizes their profit, it is not for the

benefit of the consumers. But the fixed price is high this is illegal in many countries

including our country you need to see the competition act 2002 which I will discuss in

my later lectures, but it is not legal.

It is also not ethical because particularly that is an artificially restriction of competitive

price,  it  does not give consumers any choice because the market  is restricted by this

group. Third is undercutting or predatory pricing, this is when the firm or the company

decides to sell a product at a normally low price which is lower than the market and this

is something sinister. The market rate is something that you can understand.

But why would a company try to sell lower than the market rate it does when it wants to

force it is competitors out, because this is particularly purposely putting the competitors

at a discomfort to put in an uncomfortable situation. Where they have to further lower

their prices or simply opt out of the scenario this is what undercutting is about and this is

also considered as illegal and unethical because it is anti-competitive.

I want to do a French internet service provider was fined because of that because they

undercut in such a way. Deceptive pricing is another where the true cost is hidden from

the consumers and the issues here misleading the consumers. So, that is these is these are

some of the major issues that we can ethical issues that we can talk about the price.
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Let us talk about promotion, I have already touched upon this issue so we will make it

short here. There are two ways in which ethical issues can come in with promotion one is

when the target customers. For example, when there is a particularly predatorial targeting

on the vulnerable customers. We are vulnerability you can understand in more than one

way physical physically vulnerable such as the elderly people cognitively vulnerable,

whose cognitive development has not reached a certain point. So, either it can be mature

namely children or somebody who is senile elderly is also cognitively vulnerable there

can be emotional vulnerability.

Particularly people who are in grief going through a very distressed spirit or are seriously

ill are emotionally vulnerable socially vulnerable are the poor. And understanding the

vulnerabilities  and  taking  advantage  of  them  that  is  when  the  promotion  becomes

unethical. Why? Because, the vulnerable are significantly less able to protect their own

interest and the other side knows that and yet they are tapping into and taking advantage

of that vulnerability. So, this is unethical and unfair, but that is one customer targeting

that  is  how promotions  can become ethically  problematic.  The other  thing is  market

selection market selection let us talk about that.
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When marketing strategy is unfairly discriminatory or exclusionary, meaning it does not

want to include all the consumers that it should ok. So, it is purposely keeping some

consumers  or  certain  groups  of  consumers  out,  that  is  discrimination  against  the

consumers and the exclusionary practices in promotion can happen in more than one

ways and we have many examples. Actually, but you can understand the concept also

first  is  through access exclusion,  access is  important  for the consumers to get  at  the

product or the service. In fact, when we talked about place we said ease of access not just

access, but it should be easily accessible.

So, access exclusion means that you are putting it in purposely in certain areas, where

other consumers will not be able to reach. For example, if you put every single of your

stores in only in the very big cities, then you are purposely not including customers from

other regions smaller towns from their villages ok. Or you are putting a store only in a

certain neighbourhood and not all over the city which means that you are discouraging

the customers. Because, it takes a long walk or a long drive or public transport and then

the people can come, which you are purposely making it difficult for other consumers to

access your product.

Behind  this  sometimes  there  are  biases  sometimes  there  are  discriminations  also.

Condition  in  exclusion  is  the  other  one  where  restrictive  eligibility  conditions  are

attached with the products, conditions which every consumer cannot fulfil and that is

done often intentionally to keep away some of the consumers. So, this is another kind of

exclusionary practice, price exclusion I have already mentioned that you know.



If you keep it too high that becomes a prohibitive price to keep away many of the would

be customers and marketing exclusion deliberately excluding certain groups from the

marketing and sales activities. 

It as I said it exudes a certain kind of bias or prejudice, for example in a Perl market

there is practically neglect or oversight for the plus sized you know people who are more

wider than the normal size. So, similarly in cosmetics industry till the other day there

was a big neglect for the dark skinned and the presumption was that everybody has to be

fair skinned in order to qualify for the use of the cosmetics and so on. So, these are

discriminatory practices hence there are ethical objections against them.
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This is also important we have talked about the 4 Ps and consumer ethics issues. But one

thing is not touched, if we only speak about the 4 Ps and that is market research and

whole huge consumer privacy innovation issues. As I told you that a company has the

right to understand the target market, for that reason company engages or they employ

marketing research agencies.

Whose job is to collect data about the consumer and with the recent internet data mining

technology this job has become even more easier and very very wide. But, there can be

serious ethical issues with this kind of data collection, if the manner in which the data are

collected are questionable. And, that is where you see the privacy rights of the consumers

are often violated often data are collected without even consent from the consumer.



First of all there is deceptive data collection, the customers visit a website and they are

now told that their personal information while they are visiting the website their personal

data are being collected. Which is not good or ethically sound practice or pressurizing

the consumer to tell about certain data before granting access or collecting private data

personal data under false pretext, you say you tell them that this is for this purpose. But

actually it is something else it is purely market research.

Invasion of privacy is a serious issue, but these days it has become very very easy and

now the corporations have this unprecedented ability to collect your personal data. As

you must have realized that you know you search for one particular item and next time

you open your  inbox and you find  all  the  related  advertisements  there.  So,  targeted

advise advertisement somebody is watching what you are searching, this may not be

people  but  there  are  algorithms  that  feed  other  machines  corporate  machines.  This

information so data mining has become the most common practice.

So, this is where consumer price privacy is seriously violated and third point is that there

is a breach of confidentiality; data collected for marketing research is often sold to third

party without the consent of the consumer. So, that if you thought that you have given

your permission to use your personal information for some reason, you have done a

health insurance for example, and you had to share many personal information with the

insuring company and next time you get a call from somebody completely unrelated.

But, from a real estate seller apparently the information that you gave to the insurance

company has been sold or shared with other businesses and that is clearly another kind of

privacy invasion and also breach of confidentiality.

 (Refer Slide Time: 26:41)



So, with that we are now going to close, but let me just put it this way that marketing

management has many rife ethical issues which is why researchers have proposed that

maybe the 4 Ps model can be modified into 4 Cs, where the Cs stand for the customer as

the focal point. So, what was product now it becomes customer value price is seen from

the company’s perspective.

The price also tried to see the product from the customer’s point of view too, but this is

saying that you need to include in the product what the customer wants and needs more

than what the company wants. Price has become cost the second C, where apart from the

purchase cost they also ask you to look into various other cost that the consumer has to

pay. For example: the cost of time to find and acquire a product alright. So, price is just

one of those cause, but there are many other costs that the consumer incurs and that is all

it should be included in cost place.

Instead of that they said convenience the place has to be convenient for the customer that

is the first thing. So, through distribution centers you need to look into convenience that

is a 3rd C and finally fourth C is the communication. There has to be a dialogue they said

marketing communication is a one way communication. So, the promotion is not what

they want they want communication. Where it is going to be two sided it is an open

dialogue with the consumers and it is not manipulative, it is an open dialogue between

the corporation  and the customers.  So,  the 4 Ps  have been suggested that  should be

replaced by 4 Cs.
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This is where we will end this lecture on ethical issues with marketing management. 

So, thank you for listening and we will come back with more.


