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A Proposal for Procter & Gamble

September 30, 2006
There is an immediate problem facing Procter and Gamble with its Chinese consumers. In September, the Chinese government banned nine of P&G’s SK-II skin care products due to potential health risks. According to government authorities, the offending products contained illegal levels of two banned metals under Chinese law. The situation put P&G at a stand-off with the Chinese government. The company assured the public of SK-II’s safety while the government pressured P&G to withdraw from the market. As legalities and cultural nuances confounded the situation, Chinese consumers grew impatient with P&G. Now is the time for public relations action to be taken in China before this crisis worsens.

[Situation Analysis]
P&G began selling SK-II products in China in 1999. By September 2006, P&G had 97 SK-II sales counters and 400 sales people. The SK-II product line could be found in all major cities and China, with annual sales projected at $66.2 million by the People’s Daily. Sales were expected to grow for the SK-II brand in China. The economic boom was allowing more Chinese people to purchase luxury cosmetics. SK-II and other high-end product sales were expected to increase with time. 

However, all of that changed when the National Quality Inspection Department of State General Administration of Quality Supervision, Inspection and Quarantine (AQSIQ) discovered chromium and neodymium, two metals that potentially pose health risks to consumers, in nine SK-II products. The AQSIQ had not tested for these substances when it granted P&G the original go-ahead to sell SK-II in China. In identifying these two metals, P&G announced that it would cooperate with the Chinese government for testing the products and protecting its customers’ interest. P&G also informed the public that chromium and neodymium are byproducts of the production process, and are not intentionally added into SK-II products. A harsh, head-on conflict ensued when P&G requested a retest from the government. Questioning the government’s authority showed disrespect and lack of cultural sensitivity. 

P&G responded by giving Chinese consumers a refund for affected SK-II products. Although well-intentioned, the return process was messy. Chinese consumers had to have a receipt, more than two-thirds of the product left, and sign a document indicating that P&G was not at fault. Chinese consumers viewed P&G’s actions as arrogant and condescending, and the return process grew more complicated due to the company’s ever-changing return policy. Chinese pack mentality grew into a nightmare for P&G, as consumers came together on blogs and online forums to share their thoughts. A survey by Sina, a Chinese online media company, concluded that 80 percent of Chinese people disbelieved P&G in its attempt to communicate about SK-II. Understandably, the current media coverage is negative, with much of the state-owned media criticizing P&G for its lack of trust and transparency. 

P&G faces a challenging situation to regain its publics’ trust. After initially understating the adverse effects of cultural differences in China, P&G needs to regain its footing in China and save SK-II products. Current tensions between Japan and China further increase pressure on P&G, as SK-II is viewed as a Japanese cosmetic product. Despite the external challenges, P&G needs to focus its messages toward regaining consumers’ trust, and establishing itself as a safe brand.

Action must be taken quickly to re-establish P&G as a major player in the Chinese cosmetic market. A strategic public relations plan is required to regain the Chinese public’s trust in SK-II products, and P&G itself. A meltdown of the SK-II brand could affect other P&G brands within China. We have devised a set of recommendations for all target audiences on the following pages.

[Goal]
For P&G to be seen as a trustworthy company with safe products by target audiences.

[Target Audiences]
Affluent, Urban Chinese Females:  Wealthy Chinese females make up SK-II’s consumer base. These women value high-end cosmetics and foreign brands, so they feel affluent and young.  The age range of these women is 20-60, with the majority being in the 30-50 range. Additionally, SK-II consumers have access to disposable income from their own high paying jobs or from their spouses’ job. Most SK-II consumers live within China’s large cities. To have any continued future in the Chinese market, P&G will need the most support from these consumers. Additionally, this consumer group demands adequate health information about the products they purchase. They trust the government to watch over their consumer products and will become wary of potentially unsafe foreign products.
Chinese Government Agencies: The Chinese government screens and monitors foreign products sold in China in order to protect its citizens. China’s government serves as the ultimate authority on many issues, and full cooperation is required from outside companies. The State Food and Drug Administration and AQSIQ agencies are the primary screeners and products testers in charge of ensuring a safe Chinese homeland. From this crisis, both agencies have lost trust in safety of P&G’s products. Also, because the majority of the media are owned by the government, the media are included in this audience. This plan will focus on communicating with the most important Chinese reporters: the reporters who initially broke the story.
Urban Luxury Department Store Employees: Employees of high-end retailers are customers’ contacts for purchasing and returning SK-II products. As such, these employees are an extension of P&G’s itself. During this crisis, employees do not want to be seen as the face to a foreign corporate mishap. Thus, P&G needs to maintain a functional relationship with its workers down through its supply chain. Employees who themselves lose faith in their job with not work as productively. They want to sell consumers safe, quality products; otherwise they themselves may be seen as the foreign enemy. The retailer employees are typically women and are well-spoken and sociable. Often they deal with the same customers and have built a relationship with them already.
[Affluent Urban Chinese Females]
Objective 1: To build trust among Chinese consumers of SK-II, so SK-II products will be seen as safe and dependable.

Strategy 1: The first strategy to reach Chinese consumers will use the Internet and social media tactics to offer information about SK-II products. The influence of the Internet is strong in China, and by using social media tools we can assure that our messages reach consumers. The overall message for this audience will be on restoring SK-II’s image in the minds of Chinese consumers, and by offering help and assistance with SK-II products.

Tactics:

· Web Site: We feel that it is a necessity to include an organized, customer-friendly Web site as a consumer communication strategy due to the large impact social media has in China. A number of topics need to be included on the site, including health messages and store locations. Offering an easy-to-navigate Web site will ensure that our customers receive answers in a variety of ways.

○ Recommended Web site information:

· Health messages by Chinese physicians that provide information on the 


affected products.

· A health board that allows consumers to determine whether they are potentially at risk to specific SK-II products. It also recommends

non-banned alternative SK-II products.

· A store directory that allows consumers to locate the closest SK-II retailer, ensuring a convenient way for customers to return the affected products.

· Blog: A SK-II product blog will allow P&G to offer our customers assistance and help in a cost-effective manner. Possible topics to be discussed include health issues, instructional posts about our products, employee and customer testimonials and information about SK-II refunds. By hosting a blog that allows for comments, we allow our customers to receive personal, one-on-one answers.  

· Message Boards and External Blogs: We propose creating a digital alert system for SK-II to alert P&G when SK-II is discussed on popular message boards and blogs. This information will allow P&G to engage consumers in two-way communication on consumers’ own social media networks. By providing honest answers on these boards and blogs, P&G is showing consumers that they care about their health and wellness.

Strategy 2: The second strategy for reaching and reassuring SK-II consumers is to implement an easy and effective refund program. A refund strategy needs to be a consistent, efficient method in which cosmetics consumers can return SK-II products free of any pitfalls. 

· Immediate Refunds and SK-II Gift Cards: We propose that P&G offer immediate refunds to customers. The refunds will be conducted at stands in both tier-one and tier-two cities. Cash or bankcard will be accepted. As an alternative to a cash or bankcard refund, we also propose that customers be given the choice of an SK-II gift card. The cards themselves will be available at all counters and could only be used on SK-II products. We recommend giving customers a 25 percent over-store price incentive to ensure that money is going back to P&G.  With the built-in incentive, more customers will be willing to take the alternative and purchase untarnished SK-II products. 
· Comment Cards: We recommend providing comment cards in order to obtain feedback from consumers who have further questions or comments regarding the refund. The comment cards allow for consumers to reach P&G personnel in an old-fashioned manner at the refund counter.  The cards will be available at all SK-II stands in Tier-1 and Tier-2 cities.  Comment cards have the option of either being returned to an SK-II counter or mailed directly to P&G (stamp required).
Strategy 3: The third strategy is to use interpersonal communication to expand our commitment and confidence in SK-II consumers. The company needs to make a formal presence in urban market stores, and P&G representatives will provide customers with a face of P&G and give customers an outlet for interpersonal communication. By making a personal appearance, P&G will show consumers its level of transparency and commitment. 

Tactics:

· In-store Representatives: A P&G representative, most likely a sales manager, will be located in an area near the SK-II counters within each tier-one department store. Their area will be separate from the sales counter but will still be connected with the SK-II brand. The P&G personnel will be on hand to answer any questions or concerns from consumers or store staff. The specific time frame for the representative to stay at the store is three to six months, depending on how long the crisis endures.
· Sample Giveaways and Collateral for Consumers: P&G will supply retailers with SK-II samples and brochures for customer use. The samples and brochures will be introduced during the P&G representative’s stay, but will continue as a common practice after the representatives leave. Free samples will be available to any customer and will give customers a chance to try and sample SK-II products. 
· Supplemental brochure will consist of information about SK-II products, requirements pertaining to the refund and facts regarding the banned products.  The brochures will be available at SK-II stand in Tier-1 and Tier-2 cities in China and a printable PDF version will be available on the Web site.
[Chinese Government Agencies]
Objective 2: To establish effective communication channels with Chinese government agencies and media so as to ensure cooperation from Chinese government, improve relations and sales, and to continue presence in Chinese market. 

Strategy 1: The first strategy will use media relations to communicate with the major government-owned media outlets. The focus will be on the People’s Daily and Xinhua newspapers. The media relations will focus on themes of interpersonal communication and transparency. These messages reinforce the objective to regain P&G’s positive status in China.

Tactics:

· Media Relations: Meeting personally with the reporters who initially broke the story and continued to cover P&G would allow the company to establish personal relationships with them. We would aim for a personal approach to contact them. P&G will provide the latest facts and information about SK-II products.

· Story Pitching: Using a transparent approach to give the state-owned media access to see how P&G is handling the situation. Giving reporters the contact information to upper-level P&G executives and managers will give the pitches more credibility. We can pitch stories on P&G’s response to the crisis and its approach to handling SK-II products during production. The pitches should be heavy in detail and use straight-forward language so as to appear honest and willing to give all necessary information and cooperation.

Strategy 2: The second strategy will be to work with AQSIQ and the State Food and Drug Administration to improve P&G’s image and cooperation with the Chinese government. Demonstrating P&G’s cultural sensitivity to the government’s authority is crucial. Despite being a foreign company, P&G needs to establish open communication with Chinese government departments, so future issues can be confronted with a better response. This strategy will focus on the theme of interpersonal communication to demonstrate P&G’s initiative to make amends.

Tactics:

· Host Formal Banquet: Food is an important social and business aspect in Chinese culture. Hosting a formal banquet for members of the AQSIQ, the State Food and Drug Administration, and the media is crucial for further progress. Approximately 50 leaders and members of the Chinese groups and media would attend along with approximately 15 leaders and employees of P&G. The atmosphere should be relatively small so as to promote personal communication between the P&G representatives and the Chinese officials. 
· Immediate Formal Apology: After the banquet, we recommend P&G to immediately issue a formal statement apologizing for the lack of compliance with the government’s requests. The apology should be given by the CEO in-person with AQSIQ and State Food and Drug Administration officials. 
· Production Facility Tour: Many Chinese consumers and the government were concerned about discrepancies in SK-II product quality. We recommend offering a tour of the SK-II production facility in Japan to pertinent officials of the central government. By opening up the Japan production facility, we can present our production process to the central government in the most transparent manner possible. This information can also be pitched to the media to help combat the public’s misconceptions.

[Urban Luxury Department Store Employees]

Objective 3: To engage SK-II retail employees so as to uphold a trusting relationship with P&G and maintain a strong, lasting presence within stores.

Strategy 1: The first strategy to strengthen employee relationships involves engaging the retailing staff through staff trainings and workshops. Department store employees have the most face time with the consumers, so it is important that they are trained in all aspects of the situation. Messages will incorporate customer-first policies and give employees a sense of responsibility. Staff trainings will instill retailing staff with knowledge about the situation, and it will demonstrate how P&G recognizes and cares about its employees’ well-being. Catered food will also be incorporated before the training sessions to stay in line with Chinese culture.
Tactics:

· P&G Banquet: A catered banquet lunch will be provided prior to each training session. By providing quality food for its employees, P&G will show sincerity and respect to each of the Chinese SK-II staff. 
· Staff Training Seminar: SK-II sales staff will be trained specific P&G return policies and how to handle crowds, including rowdy and rude customers. Customer service staff will learn good customer service techniques. This training will mainly focus on being friendly and polite to the consumer with the message that “the customer is always right.” Each salesperson will receive the final details on the SK-II refund policy to make sure all employees have the same knowledge.
· Crisis Training: SK-II employees will be informed of P&G’s response plan to the banned products and given concrete knowledge on the banned products themselves. All sales employees should have enough knowledge after crisis training to answer any questions and direct consumers to other locations for additional information. Employees will refer concerned customers to the SK-II Web site for any additional questions. 
· Specialty Training: Customer service staff will be trained to identify authentic SK-II products. This training will help deter any counterfeit returns.
· Details of Training Sessions:

· Meetings will begin immediately for all SK-II employees in China.

· Additional meetings will be scheduled, allowing for changes in P&G employee relations during crisis.

· Meetings will be held in Shanghai and Beijing, the largest cities in China. IKEA will subsidize transportation, food and housing costs for employees to attend.
· A P&G employee booklet will be given to each employee who attends the training. The crisis, specialty, and customer service training information will be available in the booklet for employee future reference.
[Evaluation]

Objective 1: To build trust among Chinese consumers of SK-II, so SK-II products will be seen as safe and dependable.
We will evaluate the success of this objective in the following manners:

· Social media monitoring: Monitoring Chinese consumers’ blogs and social interaction online will allow us to take measure 
· of the overall opinions of Chinese women. A success will be determined by seeing an aggregate shift toward positive public opinion. 

· Comment cards: The initial customer reaction after the refund can be monitored by comment cards. A success will be determined if consumers feel better about P&G and its effort to ensure quality service, although we expect initial post-crisis reactions to be negative. 

· Refund numbers: The number of refunds returned properly will be determined a success, as it will show how many people sought out information on the return policy. Additionally, we can measure how many customers opted for the in-store credit instead of a cash refund. 

Objective 2: To establish effective communication channels with Chinese government agencies and media so as to ensure cooperation from Chinese government, improve relations and sales, and to continue presence in Chinese market.

We will evaluate the success of this objective in the following manners:

· Media tracking: We will monitor news coverage in urban markets, focusing on the state-owned newspapers we contacted. We will follow up with contacted reporters and measure the positive tone of their stories. Positive media impressions and developing relationships will be deemed a success.

· Tour evaluation: We can administer evaluations of Japan’s SK-II facility tour to Chinese officials to determine if those officials regained trust in SK-II’s product quality. P&G managers can also do follow-ups in-person and via phone. An improvement in the government’s perception of P&G and its transparency will be deemed a success.

· Long-term relationships: Open communication with government officials will uphold the two-way communication established by the present crisis. We can evaluate the number new and improved relationships with Chinese government officials. Although P&G cannot influence the government’s reaction in the case of a future crisis, attempting to establish and improve relationships is progress for better business relations in the future. 
Objective 3: To engage SK-II retail employees so as to uphold a trusting relationship with P&G and maintain a strong, lasting presence within stores.
We will evaluate the success of this objective in the following manners:

· Staff performance: Retailer managers can evaluate the sales staff response to the crisis return policy. By studying staff’s crisis performance before the training sessions and afterward, we can gauge the effectiveness of the training. Improved crisis performance by staff will lead to better quality service for customers in the long run.

· Staff Survey: We feel that P&G should administer a post-crisis survey in order to collect internal information. The survey will be open to all staff to share their thoughts about handling the SK-II refund policy.

· Customer Comment Cards: The customer comment cards will include a section that evaluates service they received during the refund process. Success will be determined if messages from the employee training translated into recognizable employee procedures. 

[Timeline]
	Date
	Action

	10/1
	Begin media monitoring and responding

Develop supplemental materials

Contact Chinese physicians 

Begin working on Web site and blog

	10/2
	Begin employee training seminar (Day 1) 
· Return policy and crisis training

Contact important Chinese reporters

	10/3
	Employee training seminar (Day 2)

· Continue crisis training, begin specialty training

Announce and implement new refund policy

Launch Web site and blog with current information and resources
Begin P&G presence in stores

	10/4
	Contact AQSIQ and State Food and Drug Administration

· Offer banquet dinner meeting

· Offer tour of Japan’s production facility

Continue communication with prominent media and invite important journalists to banquet
Continue responding to message boards and blog posts and updating Web site

	10/5
	Employee progress update
Continue P&G presence in retail stores

	10/6
	Hold P&G dinner banquet 

	10/7
	CEO issues formal apology 

	10/9
	Hold production facility tour in Japan

	10/10
	Conduct media tracking analysis
Conduct evaluation of customer comment cards

	10/14
	Conduct staff performance evaluation

	10/15
	Conduct facility tour evaluation

Evaluate staff survey results


[Budget]

	Estimated Budget

	Agency Billing
	
	
	 

	Staff
	Rate
	Estimated Hours per day
	Estimated Days
	 

	Account Executive
	    150.00 
	8
	12
	 14,400.00 

	Account Executive
	    150.00 
	8
	12
	 14,400.00 

	Social Media Executive
	    115.00 
	4
	15
	   6,900.00 

	Asst. Account Executive
	    115.00 
	4
	10
	   4,600.00 

	 
	 
	 
	Subtotal
	 40,300.00 

	Out-of-pocket Expenses
	 
	
	 
	 

	Collateral (Brochure, Comment Cards)
	 
	 
	 10,000.00 

	 
	 
	
	Subtotal
	 10,000.00 

	Total Estimated Budget
	 
	 50,300.00 


