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the importance of diasporas as target markets; and the emerging threat to legitimate marketers
from transnational criminal organizations.

m A chapter dedicated to understanding global and local competitors, setting the stage for ongoing
discussion of both buyers and competitors in an increasingly competitive global marketplace.

m Extensive real-life examples and cases from developed and emerging markets, including insights
into the often-overlooked markets of Africa, Latin America, and the Middle East.

Written in a student-friendly style, previous editions have received praise from both students and
instructors. This edition continues to build on this strong foundation, making this the book of choice
for students of global marketing classes.
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Preface

Today, virtually every major firm must compete in a global marketplace. Buyers can comprise
ordinary consumers or local businesses in international markets, multinational corporations (MNCs)
or foreign governments. Competitors can be local firms or global firms. Although some consumer
needs and wants may be converging across national markets and multilateral agreements seek to
bring order to the international economic and legal environment, global marketers must still
navigate among varied cultures where unexpected rules apply. Addressing this varied and increas-
ingly competitive marketplace and developing strategies that are both efficient and effective are the
tasks that face the global marketer.

Whether they oversee foreign markets or face international competitors at home, every student
who plans to enter marketing as a profession will need to understand and apply the essentials of
global marketing. This text prepares them for that challenge.

Why This Book?

There are a number of global marketing texts on the market. Our approach differs from that of
other books in several ways.

A Dual Focus: International Buyers and Global Competition. Whereas most texts envisage
global marketing as an understanding of international buyers, we envisage it as competing for those
buyers. Immediately following our chapter on global markets and buyers we present the student
with a chapter on global and local competitors. From then on we keep students focused on both
buyers and competitors throughout the book.

A Global View Combined with a Strong Appreciation for Cultural Differences. Some global
marketing texts downplay culture. Others make cultural differences their focus. Our approach is
to recognize that cultural differences do exist and influence global marketing in a plethora of ways.
To this end, we introduce the student early on to cultural issues and ways of analyzing culture that
are reinforced throughout the book. But we also present students with a global view of managing



PREFACE

cultural differences. For example, if you know you are going to sell a new product in 70 countries,
why not consider this when you first design the product? What is the best design that will allow
for necessary adaptations with the least effort and cost?

Regional Balance. For a text to be a true guide to global marketing, it must present students
with a regional balance. Most texts concentrate on the markets of the United States, Europe and
China. Our book delivers a balance of developed and developing markets including insights into
the often-overlooked markets of Africa, Latin America and the Middle East. We also encourage
students to think of competitors as coming from all countries, including emerging markets such as
China, India, Korea and Mexico.

Current Coverage Across a Wide Variety of Topics. Our combined research and consulting
experience allows us to speak with enthusiasm and conviction across the many areas covered by
a global marketing text, including global strategy, cross-cultural consumer behavior and market-
ing organization as well as the effects government policy can have on international markets and
global marketing. Our text combines recent academic research along with in-the-news corporate
stories.

Gender Representation. We have taken care to present examples of women as well as men in
roles of global marketers. This is apparent in our end-of-chapter cases as well as the many real-life
examples in the text.

Recent Technological Advances. Technology continues to impact global marketing. We acknowl-
edge its impact throughout the book from the use of social media in marketing research and
promotion to the role of the Intranet in a global marketing organization.

Application Opportunities. To help students better internalize their knowledge of global market-
ing, this text offers opportunities to apply knowledge of global marketing concepts and skills to busi-
ness situations. These opportunities include end-of-chapter cases and a Country Market Report.

End-of-Chapter Cases. Each chapter concludes with two or three short cases such as:

ShanghaiCosmopolitan.com. Young Chinese cosmopolitans love their social networking site, but
can the site’s owners attract advertising from MNCs without offending the site’s users?

Why Did They Do It? German automaker Volkswagen AG and Japan’s Suzuki form an alliance
to help bear the costs of massive investments in new technologies and to better position them-
selves in emerging markets. But is this alliance doomed from the beginning?

How Local Should Coke Be? Coca-Cola has decided to break its European division into sev-
eral smaller country groupings. But will this reorganization help or hurt its global marketing
strategy?

Fighting AIDS in Asia. A former global product manager in packaged foods has turned social
marketer and must prioritize markets and programs to help alleviate the spread of AIDS in Asia.
Can her skills in global marketing be put to use in this new context? And what can she learn from
a major donor that entered the market and then quickly exited the market?

Diaspora Marketing. World migration has doubled in the past 35 years. How can marketers
from both host and home countries help meet the needs of the new diaspora markets?

Making Products Ethical. What can global firms do to make their products more socially accept-
able? What are the costs and benefits of doing so?

XX
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Country Market Report. Included at the end of the book is a Country Market Report guide.
This guide assists students in assessing whether a firm should enter a foreign market. For example,
should Marriott hotels enter Uzbekistan? Should Yoshinoya, a Japanese casual dining chain, enter
Brazil? The first half of the Country Market Report guide assists students in assessing the economic,
cultural, political and regulatory environment of their target country and helps them determine how
this environment will impact their company’s specific business model. Students are then directed
to evaluate current and potential competitors, both local and global. Advice is offered on identify-
ing viable modes of entry and choosing the most appropriate one. The guide then walks students
through subsequent marketing mix questions such as what adaptations would a U.S.-based dating
service have to make if it were to enter the French market. What pricing, promotion and distribu-
tion strategies should it employ?

Content and Organization of the Book

Chapter 1 presents an introduction to global marketing. In this chapter we describe the develop-
ment of global marketing and the importance of global marketing to both firms and the managers
of the future. We explore the need for a global mindset and set forth the structure of the book.

Part 1 is entitled “Understanding the Global Marketing Environment.” In this early section we
investigate the key ways that the macro environment can affect global marketers. Although the
concepts may be macro, we constantly show how they apply to a variety of firms trying to succeed
in a vibrant international marketplace. In Chapter 2, “The Global Economy,” we present the stu-
dent with basic theories of trade, explain how exchange rates work and affect marketing decisions,
and explore issues of protectionism and trade restrictions as well as economic integration and the
challenges of outsourcing. In Chapter 3, “Cultural and Social Forces,” we explore the impact on
marketing of factors such as religion, family structure, education and attitudes toward time. We
describe the Hofstede measures of culture and present ratings for nearly 70 countries—ratings that
can be used time and again when analyzing cultural underpinnings of marketing dilemmas later in
the book. The chapter continues with a discussion of issues relating to language and communica-
tion such as the difference between high- and low-context cultures and the social acceptability (or
not) of showing emotion. We explain the dangers of both common and sophisticated stereotyping
and conclude with insights into overcoming language barriers and dealing with culture shock. In
Chapter 4, “Political and Regulatory Climate,” we begin by asking the question, “What do gov-
ernments want?” We then explore the varied ways that both host and home countries can impact
global marketers. We describe how legal systems and attitudes toward rules vary around the world.
We continue by explaining the difference to the global marketer between the task of forecasting
and managing regulatory change and the task of managing political risk, and we offer concrete
ideas on how to do both. The chapter concludes with a discussion of how terrorism can affect
global marketing.

Part 2 concentrates on “Analyzing Global Opportunities.” Beginning with Chapter 5, “Global
Markets,” we introduce students to segmentation in international markets and discuss cross-cultural
aspects of consumer, business and government markets, including a discussion of bribery and
international contracts. Chapter 6, “Global Competitors,” introduces students to both issues of

XXI
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global firm versus global firm as well as global firm versus local firm. In particular, we present
ways in which one global firm can successfully engage another as well as ways in which a local
firm can respond to an encroaching global firm—including going global itself. We then explore
cultural attitudes toward competition that can help explain why government regulation of corpo-
rate behavior varies around the world and why firms from different countries can be expected to
behave differently. We describe how the actions of home countries can affect the global competi-
tiveness of their firms. In addition to discussing firms from the developed world, we devote a
separate section to better understanding firms from the emerging markets of the developing world.
We conclude by examining the country-of-origin advantage (or sometimes disadvantage) that affects
global competition, and we discuss the increasingly visible phenomenon of consumer animosity
toward firms from particular countries. In Chapter 7, “Global Marketing Research,” we present
issues of research design and organization in a global setting and discuss the collection of second-
ary and primary data across cultures.

Part 3, “Developing Global Participation Strategies,” examines the key decisions of determin-
ing where and how to compete and how to enter foreign markets. In Chapter 8, “Global Market
Participation,” we look at traditional patterns of how firms internationalize as well as the more
recent phenomenon of born-global firms that enter foreign markets from their inception. We iden-
tify the pros and cons of geographic market choices such as targeting developed versus developing
economies and explore the concepts of standalone attractive markets and strategically important
markets. We then provide a format for country selection. We also discuss when to exit a market
and when to re-enter one. In Chapter 9, “Global Market Entry Strategies,” we cover the varied
options of how to enter a foreign market, including production and ownership decisions, as well
as e-business entry options.

Part 4, “Designing Global Marketing Programs,” covers the global management of the market-
ing mix and the cross-cultural challenges involved in decisions concerning products, pricing, dis-
tribution and promotion. Chapter 10, “Global Product Strategies,” explores necessary and desirable
product (including packaging and warranty) adaptations for international markets, and it explains
the importance of managing a global product line. We examine a key paradigm—designing a
product with multiple national markets in mind. We also explore the decision to design (rather
than adapt) a product for an important foreign market. We identify different sources for new
products, whether developed in-house or outsourced, and conclude with an examination of global
rollouts for new products. In Chapter 11, “Global Strategies for Services, Brands and Social
Marketing,” we present the particular cross-cultural challenges of services marketing and discuss
branding decisions, including issues of brand protection. The chapter concludes with a discussion
of the possibilities and challenges of applying global marketing concepts to social marketing inter-
nationally. In Chapter 12, “Pricing for International and Global Markets,”
and market factors as well as environmental factors such as exchange rate movements and inflation
can affect pricing in international markets. We then explore managerial issues such as determining
transfer prices, quoting prices in foreign currencies, dealing with parallel imports and deciding
when and how to participate in countertrade arrangements.

Part 4 continues with Chapter 13, “Managing Global Distribution Channels.” This chapter
reviews global channels and logistics and introduces the potential differences that exist among

>
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local channels, with special emphasis on accessing and managing these channels. Recent trends
are examined, including the globalization of retail chains and the growth of direct marketing
worldwide, as well as the peculiar challenges of smuggling and the increasing presence of trans-
national organized crime in the global movement of consumer goods. Chapter 14, “Global
Promotion Strategies,” begins by exploring global selling and cross-cultural differences in local
selling and sales force management. It continues with a discussion of international sports spon-
sorship and public relations, as well as cross-cultural differences in sales promotions, product
placement and managing word of mouth. Part 4 concludes with Chapter 15, “Managing Global
Advertising,” which explores issues of global versus local advertising as well as global media
strategies and agency selection.

Chapter 16, “Organizing for Global Marketing,” in Part 5, identifies the elements that will
determine the most appropriate organization for a firm’s global marketing and outlines the char-
acteristics of various organizational options. The chapter also examines issues of control and
discusses the particular problem of conflict between headquarters and national subsidiaries. We
conclude with a discussion of global marketing as a career.

Pedagogical Advantages
Our book has incorporated several features to help students learn about global marketing:

Chapter-Opening Stories. Each chapter begins with a short recap of a marketing experience that
illustrates key issues from the chapter that follows. This helps students grasp immediately the
real-life relevance and importance of issues presented in the chapter.

Chapter Outlines and Learning Objectives. At the beginning of each chapter we present both a
chapter outline and a list of clear learning objectives to help focus students on the understanding
they can expect to take away from the chapter.

“World Beat” Boxed Inserts. Numerous and timely examples of market challenges from around
the world help students further explore international issues.

Managerial Takeaways. Each chapter concludes with a list of key managerial takeaways—advice
that students can take to the workplace.

Discussion Questions. We provide discussion questions at the end of each chapter that challenge
a student’s creativity to stretch beyond the chapter.

Short but Evocative End-of-Chapter Cases. We believe cases can be short but conceptually dense.
We have included two or three such cases at the end of each chapter. These cases were written
or chosen to work with the chapter content. The end-of-case questions often refer specifically to
chapter content in order to test a student’s ability to apply the chapter to the case.

Country Market Report. This exercise presents students with an opportunity to apply concepts
from the chapters in the book as well as introduces them to Internet sites that are useful to global
marketers.

Glossary. The textbook includes a glossary of terms relating to global marketing and its
environment.

XXI111
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Complete Teaching Package

A variety of ancillary materials are designed to assist the instructor in the classroom.

m  Ounline Instructor’s Resource Manual. An instructor’s manual provides ideas pertaining to dis-
cussion questions and teaching notes for end-of-chapter cases. Suggestions for assigning the
Country Market Report are also provided.

m  Test Bank. The test bank has been completely updated. We provide more than 1,500 questions
in the test bank. Approximately 450 are application-oriented questions. The test bank includes
true/false, multiple-choice, fill-in-the-blank and essay questions, complete with answers and text-
page references. In addition, there are mini-cases with questions. These mini-cases can be used to
test a student’s ability to apply knowledge to new situations and to think across chapters.

m  Power Points. Downloadable Power Points for each chapter are also available.

XXV



Acknowledgments

We very much appreciate the contributions of cases studies from Anna Andriasova, William Carner,
Michael Magers, Liesl Riddle and K.B. Saji. In addition, we are grateful to Harry Briggs of M.E.
Sharpe for his insights and guidance and to Sharon Golan and Jabari LeGendre at Routledge for
their kind assistance in bringing this fourth edition to fruition.



This page intentionally left blank



Introduction to
Global Marketing

THE IMPORTANCE OF GLOBAL MARKETS 3
THE DEVELOPMENT OF GLOBAL MARKETING )
WHY STUDY GLOBAL MARKETING? 9



INTRODUCTION TO GLOBAL MARKETING

When MTV first went international, it aired the same videos it used in the United States. In Europe,
this strategy worked well in attracting the top 200 largest pan-European advertisers. But to reach
other advertisers, MTV had to adopt a more national approach, tailoring music and programming
to local tastes and languages. However, over time the rising costs of production ($200,000-$350,000
per half-hour episode) caused MTV to reevaluate its original strategy. Now local subsidiaries are
encouraged to create products that will play across regions or even globally.! Thus global firms
must constantly balance the unique needs of national markets with global imperatives.

One important job of global marketers is to address the many different cultures of various
international markets. For example, Metro, a free newspaper that targets urban commuters,
originated in Sweden then spread to 70 cities across Europe, Asia and the United States. It
prospered in spite of copycat competitors. However, when a credit crisis hit and advertisers
cut back on spending, Metro saw its profits plummet. In response, the company realized that
it needed to better adapt its newspapers to the different markets in which they were sold. So
Hong Kong readers were provided more business news and Italian readers received more cov-
erage of politics.?

Yet, the demands of local consumers are multifaceted and often changing. The Japanese are
now eating more sweets than ever. When Krispy Kreme Doughnuts opened its first store in Japan,
10,000 customers arrived in the first three days alone. The Japanese are craving larger portions as
well. McDonald’s Mega Macs were a great hit, selling 1.7 million in four days.? Therefore global
marketers must not only understand the current status of international markets; they must be
cognizant of key trends in these markets and prepare for the future. This is true despite the fact
that no one ever agrees about the future or what to do about it. When Starbucks entered China
it decided to emphasize its premium coffee with the goal of changing China’s tea-drinking culture.
When Dunkin’ Donuts entered the market, however, it announced that it would emphasize new
tea drinks at first and only later ease into coffee.*

Global marketers must also navigate the different political and legal environments overseas
and respond to ever-changing regulations that often challenge their operations in international
markets. Mexico is the world’s tenth largest market for processed pet food and is dominated by
multinational corporations (MNCs) such as Mars Inc. and Nestle SA. The Mexican government
recently added a substantial new retail tax on pet food as part of a program to extract more taxes
from the middle class. As a result, sales of processed pet food in Mexico are expected to decrease,
reversing the upward trend that the industry had enjoyed for many years.’

Though national markets remain unique, they are increasingly interdependent. Aided by tech-
nology, local consumers are more and more aware of products and prices from around the world,
and large retailers and MNCs have become powerful global buyers that demand special attention.
Competition increasingly occurs across markets, and competitive moves cross national borders at
an alarmingly fast rate. In addition, global marketers must also exploit economies of scale in order
to deliver quality and value in a competitive global marketplace. Thus a final job of global market-
ing is to manage these interdependencies across international markets.

This first chapter introduces you to the field of global marketing. Initially, we explore why
companies seek global markets and examine the differences among domestic, international, multi-
domestic and global types of marketing. We then explain why mastering global marketing skills
can be valuable to your future career. A conceptual outline of the book concludes the chapter.

2
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Learning Objectives

After studying this chapter, you should be able to:

» describe the development of global marketing;
» explain the importance of global marketing and the need for a global mindset.

The Importance of Global Markets

Global markets are expanding rapidly. The combined value of world merchandise exports has
exceeded $18 trillion annually. In addition, exports of commercial services account for over
$4 trillion. For many years, international trade has grown faster than domestic economies, further
contributing to the ever-increasing pace of globalization.

Furthermore, international trade statistics do not reflect a substantial portion of international
marketing operations. In particular, overseas sales of locally manufactured and locally sold products
produced by foreign investors are not included in world trade figures. Consequently, the total
volume of international marketing far exceeds the volume of total world trade. Sales of overseas
subsidiaries for U.S. companies are estimated at three times the value of these companies’ exports.
Although no detailed statistics are available, this pattern suggests that the overall volume of inter-
national marketing amounts to a multiple of the world trade volume.

The scope of global marketing includes many industries and many business activities. Boeing,
one of the world’s two largest commercial airline manufacturers, engages in global marketing when
it sells its aircraft to airlines across the world. Likewise, Ford Motor Company, which operates
automobile manufacturing plants in many countries, engages in global marketing, even though a
major part of Ford’s output is sold in the country where it is manufactured. Large retail chains,
such as Wal-Mart, search for new products abroad to sell in the United States. As major global
buyers, they too participate in global marketing.

A whole range of service industries are involved in global marketing. Major advertising agen-
cies, banks, investment bankers, accounting firms, consulting companies, hotel chains, airlines and
even law firms now market their services worldwide. Many of these multinational services companies
enjoy more sales abroad than they do at home. India-based Tata Consultancy Services derives over
50 percent of its sales from North America.® Leading orchestras from Vienna, Berlin, New York
and Philadelphia command as much as $150,000 per concert. Booking performances all over the
world, they compete with new global entrants from St. Petersburg and Moscow.

Why Companies Seek Global Markets
Companies become involved in international markets for a variety of reasons. Some firms simply

respond to orders from abroad without making any organized efforts of their own. Some businesses
go international almost by accident. A former University of Michigan student from India approached
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the husband and wife owners of his favorite local brewpub and proposed opening a brewpub in
Bangalore. After some initial skepticism, the couple agreed to become part owners in the venture
and to receive consulting and licensing fees.”

Most companies take a more active role when it comes to entering foreign markets. Many
firms enter foreign markets to increase sales and profits. Some companies pursue opportunities
abroad when their domestic market has reached maturity. For example, Coca-Cola, the worldwide
leader in soft drinks, finds that on a per-capita basis most foreign consumers drink only a fraction
of the cola that Americans drink. Consequently, Coca-Cola sees enormous growth potential in
international markets.

International markets can also reduce the risk of being overly dependent on the domestic
market. When a recession hit the United States, Coca-Cola sales declined 1 percent in its home
market. But strong sales in developing countries such as Brazil and India pushed corporate
profits up 55 percent—despite the fact that margins tend to be lower in such markets. With
nearly 80 percent of corporate sales outside the United States, Coca-Cola was able to weather
the storm.?

Sometimes a domestic competitive shock provides the impetus to globalize. After Mexico joined
the North American Free Trade Association (NAFTA), Mexican companies realized that they would
face increased competition from U.S. firms. Bimbo, Mexico’s market leader in packaged foods,
entered the U.S. market to better understand the competition it would inevitably face back home
in Mexico.’

Other firms launch their international marketing operations by following customers who move
abroad. Major U.S. banks have opened branches in key financial centers around the world to serve
their U.S. clients better. Similarly, advertising agencies in the United States have created networks
to serve the interests of their multinational clients. When Japanese automobile manufacturers opened
plants in the United States, many of their component suppliers followed and built operations nearby.
Failing to accommodate these important clients could result in the loss not only of foreign sales
but of domestic sales as well.

For some firms, however, the reason to become involved in global marketing has its roots in
pure economics. Producers of television shows in Hollywood can spend over $1.5 million to pro-
duce a single show for a typical series. Networks in the United States pay only about $1 million
to air a single show, and the series producers rely on international markets to cover the difference.
Without the opportunity to market globally, they would not even be able to produce the shows
for the U.S. market.

Online shopping giant eBay is serious about international market opportunities. Nonetheless,
expanding into the important Asian market has not been easy. Tough competition from Yahoo
forced eBay to exit the Japanese market. In China, eBay shut down its own website and retreated
to owning a minority share in a locally owned site. Despite these setbacks, eBay’s global sales are
expected to increase to $110 billion by 2015.1° Like any successful global marketer, eBay must
continually rethink its global strategy. Global expansion is not just a decision to venture abroad,
it is a commitment to learn from experience.
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The Development of Global Marketing

The term global marketing has been in use only since the 1980s. Before that decade, international
marketing was the term used most often to describe marketing activities outside one’s domestic
market. Global marketing is not just a new label for an old phenomenon, however. Global market-
ing provides a new vision for international marketing. Before we explain global marketing in detail,
let us first look at the historical development of international marketing as a field in order to gain
a better understanding of the phases through which it has passed (see Figure 1.1).

Domestic Marketing

Marketing that is aimed at a single market, the firm’s domestic market, is known as domestic
marketing. In domestic marketing, the firm faces only one set of competitive, economic and mar-
ket issues. It essentially deals with only one set of national customers, although the company may
serve several segments in this one market.

Single-Country (Domestic) Marketing Dual-Country (Export) Marketing
H
International Marketing Global Marketing

NP PN
|\ \/i\f

Figure 1.1 International and Global Marketing
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Export Marketing

Export marketing covers marketing activities that are involved when a firm sells its products out-
side its domestic base of operation and when products are physically shipped from one country to
another. The major challenges of export marketing are the selection of appropriate markets or
countries through marketing research, the determination of appropriate product modifications
to meet the demand requirements of export markets and the development of export channels
through which the company can market its products abroad. In export marketing, the firm may
concentrate mostly on product modifications, running its export operations as a welcome and
profitable byproduct of its domestic strategy. Other aspects of marketing strategy, such as pricing,
channel management and promotion, may be outsourced either to foreign agents or distributors
or to specialist export management companies located in the firm’s home country. Although export
marketing represents one of the least complicated forms of nondomestic marketing, it remains an
important feature for many firms.

International Marketing

A company that practices international marketing goes beyond exporting and becomes much more
directly involved in the local marketing environment within a given country. The firm is likely to
have its own subsidiaries abroad and will participate in and develop entire marketing strategies
for foreign markets. At this point, the necessary adaptations to the firm’s domestic marketing
strategies become of greater concern. Table 1.1 illustrates typical adaptations in international mar-
keting. Companies need to decide how to adjust an entire marketing strategy, including how they
sell, advertise and distribute products, in order to fit new market demands. Understanding differ-
ent cultural, economic and political environments becomes increasingly necessary for success. Even
when companies successfully enter foreign markets, they must constantly reassess the market,
focusing both on buyers and competitors. Japan is one of Starbucks’ largest and most successful
markets. However, increased price competition forced Starbucks Japan to slash prices and cut costs
by procuring more ingredients from local suppliers. Demanding consumers forced the company to
customize its menu to local tastes.!!

Typically, much of the field of international marketing has been devoted to making the many
national environments understandable and to helping managers navigate these national differences.
The need to understand international marketing grew with the expansion of the MNC. These
companies, characterized by extensive investments in assets abroad, operate in foreign countries as
though they were local companies. Until recently, most MNCs pursued a multidomestic strategy,
wherein the MNC competes by applying many different strategies, each one tailored to a particular
local market. Often, MNCs would attempt to appear “local” wherever they competed. The major
challenge confronting the multidomestic marketer is to find the best possible adaptation of a com-
plete marketing strategy to each individual country. This more extreme approach to international
marketing led to a maximum amount of localization and to a large variety of marketing strategies.
Ironically, the traditional multidomestic strategies of MNCs failed to take advantage of the global
reach of these firms. Lessons learned in one domestic market were often not applied elsewhere.



Table 1.1 Adapting to National Differences

Asia

Brazil

China

Finland

France

India

Japan

Mexico

Middle
East

Southeast
Asia

Ray Ban redesigned its sunglasses to better fit Asian facial
characteristics.

In Latin America, 25 percent of the population lives on less
than $2 a day. Consumers often require smaller packages

at lower prices. Sales of Nestlé's Bono cookies increased

40 percent in a single year when the company decreased the
package size in Brazil from 200 grams to 149 grams.

Cadillacs sold in China provide more legroom for rear-seat
passengers, because many wealthy Chinese ride in chauffeur-
driven cars.

Finland wants more Vitamin D added to foods, because Finns
are exposed to less sunlight. This is one reason why cereal
manufacturer Kellogg has to produce variations of its corn
flakes and other cereals for the European market.

Apples and pears require different labels across the EU. For
example, in France labels on fruit must specify chemical
treatments, preservation methods and wax treatments—all
in French of course!

Disney sells school bags in India that are larger than those sold
in the U.S., because Indian schools don’t have student lockers.

The Japanese are said to be in love with the ephemeral. They
like products that are here today but gone tomorrow. To tap
into this cultural trait, Nestlé offers limited edition candy for

each season of the year.

To foster loyalty within its distribution system, Coca-Cola has
offered life insurance to small retailers in Mexico.

When Coty Inc. ran an ad aimed at the Middle East market
for its Jennifer Lopez perfume, it placed the ad in the newly
launched Middle East edition of Elle. But the ad only showed
the singer’s face instead of her signature curvy silhouette,
which ran in the original ad.

Nestlé SA sells its Lipton tea and Nescafé in single-serve
sachets to accommodate poorer consumers who view these
products as an occasional treat.

Sources: Christina Passariello, “Fitting Shades for Chinese,” Wall Street Journal Online,
April 21, 2011; Merissa Marr, “Small World,” Wall Street Journal, June 11, 2007, p. A1,
Antonio Regalado, “Marketers Pursue the Shallow-Pocketed,” Wall Street Journal, January
26, 2007, p. B3; Mei Fong, “IKEA Hits Home in China,” Wall Street Journal, March 2,
2006, p. B1; Christina Passariello, “Chic Under Wraps,” Wall Street Journal, June 20, 2006,
p. B1: Gordon Fairclough, “Chinese Cadillac Offers Glimpse of GM’s Future,” Wall Street
Journal, November 17, 2006, p. B1; Kenji Hall, “Fad Marketing’s Balancing Act,” Business
Week, August 6, 2007, p. 42; and John Revill, “Food Makers Rethink Europe,” Wall Street
Journal, May 29, 2012.
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Good ideas in product development or promotions were not always shared among national sub-
sidiaries. Similarly, MNCs often failed to take advantage of their global size in negotiating with
suppliers and distributors.

Pan-Regional Marketing

Given the diseconomies of scale that plague individualized marketing strategies, each tailored to a
specific local environment, many companies have begun to emphasize strategies for larger regions.
These regional strategies encompass a number of markets, such as pan-European strategies for
Europe, and have come about as a result of regional economic and political integration. Such
integration is also apparent in North America, where the United States, Canada and Mexico have
committed themselves to the far-reaching NAFTA trade pact. Companies considering regional
strategies seek synergies in marketing operations in one region with the aim of achieving increased
efficiency. Many firms are presently working on such solutions, moving from many multidomestic
strategies toward selected pan-regional strategies.

Global Marketing

Over the years, academics and MNCs alike have become aware that opportunities for economies
of scale and enhanced competitiveness are greater if firms can manage to integrate and create
marketing strategies on a global scale. A multinational or global marketing strategy involves the
creation of a single strategy for a product, service or company for the entire global market. It
encompasses many countries simultaneously and is aimed at leveraging the commonalities across
many markets. Rather than tailoring a strategy perfectly to any individual market, a firm that
pursues global marketing settles on a basic strategy that can be applied throughout the world
market, all the while maintaining flexibility to adapt to local market requirements where necessary.
Such strategies are inspired by the fact that many markets appear increasingly similar in environ-
mental and customer requirements. The management challenges are to design marketing strategies
that work well across multiple markets, while remaining alert to the possible adaptations that may
be advisable on a market-to-market basis.

Thinking globally has its advantages. As we will see later in this book, global marketers enjoy
several benefits beyond those of international marketers. Global marketing can allow firms to offer
better products and services at a lower cost, even when adapting for local market conditions. These
lower costs can be passed on to customers in the form of lower prices. Alternatively, global market-
ers can use their increased profits to invest in product development or promotion. Global marketers
can often move more quickly than international marketers, introducing new products rapidly into
many foreign markets. They are also better armed to engage competition worldwide.

Even though global marketers face the unique challenge of finding marketing strategies that
involve many countries at once, the skills and concepts that have been critical since the earliest
stages in the history of marketing remain important and continue to be needed. Firms that pursue
global strategies must be adept at international marketing as well, because designing a global
strategy does not mean ignoring national differences. Instead, a global strategy must reflect a sound
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understanding of the cultural, economic and political environment of many countries. Few global
marketing strategies can exist without local tailoring, which is the hallmark of international mar-
keting and multidomestic strategies. Managing global marketing is the last in a series of skills that
managers must acquire to be successful in the global marketplace.

Why Study Global Marketing?

You have probably asked yourself why you should study global marketing. Each year MNCs hire
large numbers of marketing professionals. As these firms become increasingly globalized, competence
in global marketing will become even more important in the future—and many marketing execu-
tives will be pursuing global marketing as a career. Other career opportunities exist with a large
number of exporters, where job candidates will require international marketing skills. Even newly
formed companies are now entering foreign markets at a young age.

With the service sector becoming increasingly globalized, many graduates joining service
industries find themselves confronted with international opportunities at early stages of their
careers. Today, consulting engineers, bankers, brokers, public accountants, medical services
executives and e-commerce specialists all need global marketing skills to compete in a rapidly
changing environment. Consequently, a solid understanding and appreciation of global market-
ing will benefit the careers of most business students, regardless of the field or industry they
choose to enter.

A Need for Global Mindsets

The Swedish firm IKEA is today one of the world’s largest furniture retailing chains. IKEA
entered the important U.S. market and quickly become a dominant player. IKEA’s success was
largely attributable to a new concept that it introduced to the United States: setting up large
stores where consumers could browse, buy and take furniture home in disassembled form at
the end of their visit. IKEA is but one example of an international global competitor entering
a previously “safe” market with new ideas, bringing global competition to the doorstep of
strictly domestic companies.

Few firms can avoid the impact of global competition today. Foreign competition has made
enormous inroads into the manufacture of apparel, textiles, shoes, electronic equipment and steel.
Although foreign competition for many consumer goods has been evident for years, inroads by
foreign firms into the industrial and capital goods markets have been equally spectacular.

The need to become more competitive in a global economy will force many changes on the
typical company. Firms will have to compete in global markets to defend their own domestic markets
and to keep up with global competitors based in other countries. These firms will need an increasing
cadre of managers who can adopt a global perspective. This requires not only knowledge of other
countries, economies and cultures, but also a clear understanding of how the global economy works.
Managers with a global perspective will also have to integrate actions taken in one national market
with actions in another national market. This means that global marketers will be required to use
ideas and experiences from a number of other countries so that the best products can be marketed
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