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Preface

During the last decade the international marketing field has developed enormously and the marketing
function has now taken the central position in most companies. Increasing interdependence of the world
economies has created new markets but also has led to increased competition and new challenges in the
marketplace. The globalisation of the marketplace is now a reality, but it has led us into certain misun-
derstandings. The concept of the global market, or global marketing, thus needs clarification. It gener-
ally views the world as one market and is based on identifying and targeting cross-cultural similarities.
In our opinion, the global marketing concept should be based on the premise of cultural differences and
be guided by the belief that each foreign market requires its own culturally adapted marketing strate-
gies. Although consumers dining at McDonald’s in New Delhi, Moscow and Beijing is a reality, the
idea of marketing a standardised product with a uniform marketing plan remains ‘purely theoretical’.

The global marketing strategy is, therefore, different from the globalisation of the market. One has
to do with efficiency of operations, competitiveness and orientation, the other with homogeneity of
demand across cultures. In this book we consider it important to make this distinction and to see how it
affects international marketing strategies.

In Europe, where home markets are smaller, companies like Philips, Unilever, Ericsson, IKEA,
HSBC, Akzo Nobel and Nestlé are deriving up to 80 per cent of their revenues from abroad. The com-
panies that succeed in the twenty-first century are those capable of adapting to constant change and
responding to new challenges.

The economic, political and social changes that have occurred over the last decade have dramati-
cally altered the landscape of global business. Consider the present and future impact of:

e China as a full player in the international market
e the persistent economic crisis in the Western economies

e cmerging markets in Eastern Europe, Asia and Latin America where, in spite of economic and
political crises, more than 75 per cent of the growth in world trade over the next 20 years is expected
to occur

o the job shift in services from Western to emerging markets

o the rapid move away from traditional distribution structures in Europe, the USA and many emerging
markets

o the growth of middle-income households the world over

e an increasingly (in)effective World Trade Organization (WTO) and increasing/decreasing restric-
tions on trade

o the transformation of the Internet from a toy for ‘cybernerds’ to a major international business tool
for research, advertising, communications, exporting and marketing

o the increased awareness of ethical issues and social responsibility by companies.

As global economic growth occurs, understanding marketing in all cultures is increasingly important.
Whether a company wants to involve itself directly in international marketing or not, it cannot escape
increasing competition from international firms. This book addresses global issues and describes con-
cepts relevant to all international marketers, regardless of the extent of their international involvement.
Emphasis is on the strategic implications of competition in the markets of different countries. An envi-
ronmental/cultural approach to international marketing permits a truly global orientation. The reader’s
horizons are not limited to any specification or to the particular ways of doing business in a single
country. Instead, we provide an approach and framework for identifying and analysing the important
cultural and environmental uniqueness of any country or global region.
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The text is designed to stimulate curiosity about the management practices of companies, large and
small, seeking market opportunities outside their home country and to raise the reader’s consciousness
about the importance of viewing international marketing management strategies from a global
perspective.

Although this revised edition is infused throughout with an international orientation, export market-
ing and operations of smaller companies are not overlooked. Issues specific to exporting are discussed
where strategies applicable to exporting arise and examples of marketing practices of smaller compa-
nies are examined throughout the chapters.

New and expanded features in this edition

As a result of extensive review work with the publishers and comments from many reviewers, we
evaluated the contents of this book and for this new edition have reorganised them to better reflect the
way topics are taught on most international marketing courses. In particular the chapter on ethics and
social responsibility has been brought forward in Part 4, emphasising its importance for international
marketing strategies.

New content

As segmentation and positioning are the bases for marketing strategy in any market, we have gathered
these important issues together in a new chapter on international segmentation and positioning. This
chapter explains and provides guidelines for segmentation and targeting the right customers in inter-
national markets. It also explains how companies can position their products and company image in
customers’ minds in different markets.

The new and expanded topics in this edition reflect issues in competition, changing marketing struc-
tures, the importance of cultural issues, ethics and social responsibility, and negotiations. The global
market is swiftly changing from a seller’s market to a buyer’s market. This is a period of profound
social, economic and political change. To remain competitive globally, companies must be aware of all
aspects of the emerging global economic order.

Additionally, the evolution of information technology and global communications and their impact
on how international business is conducted cannot be ignored. In the third millennium, people in the
‘global village” will grow closer than ever, and will hear and see each other as a matter of course. An
executive in the UK will be able to routinely pick up his or her video-phone to hear and see his or her
counterpart in an Australian company or anywhere else in the world. In many respects, distance is
becoming irrelevant.

Information — and, in its wake, the flow of goods — is moving around the globe at lightning speed.
Increasingly powerful networks spanning the globe enable the delivery of services that reach far beyond
national and continental boundaries, fuelling and fostering international trade. The connections of
global communications bring people all around the world together in new and better forms of dialogue
and understanding.

The dynamic nature of the international marketplace is reflected in the number of new and expanded
topics in this edition, including:
brand new dedicated chapter on international segmentation and positioning
the importance of ethics and social responsibility at home as well as in international markets
the impact of the persistent economic crisis
the European Union of 27 countries and the impact of the euro
the Internet and its expanding role in international marketing
big emerging markets, particularly Brazil, Russia, India and China (BRICs) and others
evolving global middle-income households

the importance of marketing research for marketing decision making

Xvii
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e enhanced emphasis on cultural issues relevant for international marketing

e the emergence of a new breed of market driving companies such as IKEA, Apple and Starbucks.

New features

More than 80 per cent of the boxed Going International examples are brand new to this edition. These
examples are carefully chosen to illustrate the points made in the text. For the fourth edition, most
of these examples now act as provocative mini-cases that can be used as discussion points, featuring
questions aimed at initiating exercises and discussion in the classroom. Relevant Exhibits and real-life
pictures have been added to enhance the visual understanding and bases for discussion.

The key terms feature, which we introduced in the previous edition, has been kept and expanded
following the reviewers’ comments. All key terms are emboldened in the text the first time they are
used, and definitions provided in the margin for quick reference. A full glossary of key terms is pro-
vided at the back of the book and on the Online Learning Centre (OLC).

At the end of each chapter, you’ll find an improved Further Reading feature, where we present a
selection of publications that reflect the classic, most influential and most recent studies in the area
covered by the chapter. This feature has been updated throughout to include the most interesting and
provocative new research to not only encourage students to go deeper into different topics, but also to
help teachers in preparing interesting and enriched lectures.

Structure of the text

The text is divided into six parts. In Part 1, ‘An Overview’, the two chapters introduce the reader to
international marketing and to three international marketing management concepts: the domestic mar-
ket expansion concept, the multidomestic market concept and the global marketing concept. As com-
panies restructure for the global competitive rigours of the twenty-first century, so too must tomorrow’s
managers. The successful manager must be globally aware and have a frame of reference that goes
beyond a country, or even a region, and encompasses the world. What global awareness means and how
it is acquired is discussed early in the text; it is the foundation of global marketing.

Chapter 2 focuses on the dynamic environment of international trade and the competitive chal-
lenges and opportunities confronting today’s international marketer. The importance of the creation of
the World Trade Organization (WTO), as the successor to GATT, is fully explored. The chapter is totally
updated with new facts and realities.

The three chapters in Part 2 deal with the impact of culture and the political environment on inter-
national marketing. A global orientation requires the recognition of cultural and institutional differ-
ences and the critical decision of whether or not it is necessary to accommodate them. These three
chapters are totally re-written and streamlined. As a result, this edition has two chapters on culture
instead of the three in the previous edition.

Geography and history (Chapter 3) are included as important dimensions in understanding cultural
and market differences between countries. Not to be overlooked is concern for the deterioration of the
global ecological environment and the multinational company’s critical responsibility to protect it.

Chapter 4 presents a broad review of culture and its impact on human behaviour as it relates to
international marketing. Specific attention is paid to Geert Hofstede’s study of cultural value and behav-
iour. Knowledge of the business culture, management attitudes and business methods existing in a
country and a willingness to accommodate the differences are important to success in an international
market. This new integrated chapter provides several examples to deal with these different business
practices and customs.

The political climate in a country is a critical concern for the international marketer. In Chapter 5, we
take a closer look at the political environment. We discuss the stability of government policies, the politi-
cal risks confronting a company, and the assessment and reduction of political vulnerability of products.
Increasingly, interaction between business and politics is becoming important and cannot be ignored.
Legal problems common to most international marketing transactions are also discussed in this chapter.
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In Part 3, Chapters 6, 7 and 8 are concerned with assessing global marketing opportunities. As
markets expand, segments grow within markets, and as market segments across country markets evolve,
marketers are forced to understand market behaviour within and across different cultural contexts.
Multicultural research and qualitative and quantitative research are discussed in Chapter 6.

Chapters 7 and 8 explore the impact of the three important trends in global marketing: (1) the
growth and expansion of the world’s big emerging markets; (2) the rapid growth of middle-income
market segments; (3) the steady creation of regional market groups that include the European Union
(EU), the North American Free Trade Agreement (NAFTA), the Southern Cone Free Trade Area
(Mercosur), the ASEAN Free Trade Area (AFTA) and the Asia—Pacific Economic Cooperation
(APEC).

The strategic implications of the shift from socialist-based to market-based economies in Eastern
Europe and the returning impact of China on international commerce are examined. Attention is also
given to the efforts of the governments of India and many Latin American countries to reduce or elimi-
nate barriers to trade, open their countries to foreign investment and privatise state-owned enterprises.

In Part 4, ‘Developing International Marketing Strategies’, planning and organising for interna-
tional marketing are discussed in Chapter 9. Many multinational companies realise that to capitalise
fully on the opportunities offered by global markets, they must have strengths that often exceed their
capabilities. Chapter 10 has been dedicated to entry strategies. Here we provide a model that can be
followed to analyse different markets while making decisions on market selection.

Chapter 11 is the brand new chapter on international segmentation and positioning. Once a com-
pany has decided on an overall strategy and has decided which market to enter, it has to quickly analyse
whether there is a customer segment in that particular market that is relevant and can be targeted for its
product/service. A company must understand the target group so that it can position its product/service
in the minds of that target group, in a way that is consistent with its overall objectives and strategy.

Chapter 12 is the chapter on international branding strategies that we introduced in the previous
edition. It examines the different issues surrounding branding, in recognition of its growing importance
to international marketing. This chapter has been further improved and updated. In Chapter 13, the
special issues involved in moving a product from one country market to another, and the accompanying
mechanics of exporting, are addressed. The exporting mechanisms and documentation are explained.

Chapter 14 deals with an expanded discussion on ethical issues in marketing. This chapter has been
brought forward to emphasise the strategic nature of these issues. It is imperative that before a company
decides on marketing strategies, it is fully aware of ethical and social issues in general and for the par-
ticular market it is entering/operating in.

Part S looks at developing international marketing strategies and Chapters 15 and 16 focus on
product management, reflecting the differences in strategies between consumer and industrial products
and the growing importance in world markets for business services. Additionally, the discussion on the
development of global products stresses the importance of approaching the adaptation issue from the
viewpoint of building a standardised product platform that can be adapted to reflect cultural differ-
ences. The competitive importance in today’s global market of quality, innovation and technology as the
keys to marketing success is explored.

Chapter 17 takes the reader through the distribution process, from home country to the consumer in
the target country market. The structural impediments to market entry imposed by a country’s distribu-
tion system are examined within the framework of a detailed presentation of the American and European
distribution structure. In addition, the rapid changes in channel structure that are occurring in emerging
and in other countries, and the emergence of e-commerce as a distribution channel, are presented.

The challenges faced by international marketers in foreign markets are discussed and presented in
Chapter 18. Price escalations and ways in which these can be lessened; countertrade practices and
pricing strategies under varying currency conditions are also discussed in this chapter. The factors
influencing pricing decisions in different markets are thoroughly discussed.

Chapter 19 covers advertising and addresses the promotional element of the international market-
ing mix. Included in the discussion of global market segmentation are recognition of the rapid growth
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of market segments across country markets and the importance of market segmentation as a strategic
competitive tool in creating an effective promotional message.

Chapter 20 discusses personal selling and sales management, and the critical nature of training,
evaluating and controlling sales representatives. Here we also pay attention to negotiating with custom-
ers, partners and other actors in our networks. We discuss the factors influencing business negotiations,
and varying negotiation styles.

Finally, in Part 6, the Country Notebook presents an excellent framework for assignments and for
marketing research exercises. This focuses on the new realities of international marketing and factors
that may influence entry and competitive strategies in different markets are presented. Also in Part 6,
building on the success of the case section from the previous edition, we have included a substantial
section of excellent case-study material that can be used by students and lecturers to aid learning. You’ll
find 20 cases in total, half of which are brand new to this edition. The cases reflect all regions and by
working through them you will encounter all kinds of marketing scenarios in all kinds of companies in
all geographical territories. From supermarket chains in Germany to footballers in China; from Fiat 500
to Abercrombie & Fitch’s global success as a brand — each case study is lively, contemporary, thought-
provoking and expertly designed to bring out the real issues in international marketing. The shorter
cases focus on a single problem, serving as the basis for discussion of a specific concept or issue. The
longer, more integrated cases are broader in scope and focus on more than one international marketing
problem. Information is provided in a way that enables the cases to be studied as complete works in
themselves but, importantly, they also lend themselves to more in-depth analysis that requires students
to engage in additional research and data collection.

Pedagogical features of the text

The text portion of the book provides a thorough coverage of its subject, with specific emphasis on the
planning and strategic problems confronting companies that market across cultural boundaries. The
pedagogy we have developed for this textbook is designed to complement the rest of the book perfectly,
and has been constructed with the very real needs of students and lecturers in mind.

Current, pithy, sometimes humorous and always relevant examples are used throughout each chap-
ter to stimulate interest and increase understanding of the ideas, concepts and strategies presented,
emphasising the importance of understanding the cultural uniqueness and relevant business practices
and strategies.

The Going International boxes, an innovative feature since the first edition of International
Marketing, have always been popular with students. This edition includes over 50 new boxes, now with
questions and all providing up-to-date and insightful examples of cultural differences and international
marketing at work, as well as illustrating concepts presented in the text with illustrations and pictures.
They reflect contemporary issues in international marketing and real-life marketing scenarios, and can
be used as a basis for solo study and as mini-case studies for lectures, as well as to stimulate class dis-
cussion. They are unique to this text, lively to read, and will stimulate all who use this book.

‘The Country Notebook: a Guide for Developing a Marketing Plan’, found in Part 6, is a detailed
outline that provides both a format for a complete cultural and economic analysis of a country and guide-
lines for a marketing plan. This can be readily used by students and teachers for extended assignments.

Online supplements

In addition to the resources in this textbook, you’ll find more supplements in the Online Learning
Centre (OLC), which can be found at: www.mheducation.co.uk/textbooks/ghauri4

A full list of features can be found on page xxvi
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Guided Tour

Chapter Learning Objectives

What you should learn from Chapter 1
What is meant by international marketing

To understand the scope of the international marketing task

To comprehend the meaning and the importance of the self-reference criterion (SRC) in
international marketing

To identify and manage the factors influencing the internationalisation of companies

To evaluate the progression of becoming an international marketer

To see how international marketing concepts influence international marketers

To appreciate the increasing importance of global awareness and marketing opportunities

Marshall Plan

aplan designed to
assist in the

rebuilding of Europe
after the Second
World War

After the Second World War, as a means to dampen the
USA set out to infuse the ideal of capitalism throughout as
sible. The Marshall Plan to assist in rebuilding Europe, fin
opment assistance to rebuild Japan and funds channelle
International Development and other groups designed to fos
underdeveloped world were used to help create a strong
tion of colonial powers created scores of new countries in
striving of these countries to gain economic independence
offered by the Western countries, most of the developing
new markets were created.

Learning Objectives

Each chapter opens with a set of
learning objectives, summarising
what you will learn from each
chapter.

Key Terms

These are highlighted throughout
the chapter and definitions are
provided in the margins for quick
and easy reference.

/

-

N
EXHIBIT 1.4: Most spoken languagesin 2012
Most spoken in2012 Number of people (millions)
1 Chinese (Mandarin) 1213
2 Spanish 329
3 English 328
4 Arabic 221
5 Hindi 182
6 Bengali 181
7 Portuguese 178
8 Russian 144
9 Japanese 122
10 German 90
Source: Ethnologue, 16th edn (2013).
(Going International 1.2 )

EVOLUTION OF A MULTINATIONAL COMPANY

1964

1970

1971

Phil Knight, an accountant at Price
Waterhouse, and college track coach Bill
Bowerman put in $500 each to start

Blue Ribbon Sports.

Bowerman, inspired by the waffle iron,
dreams up new shoe treads, which
evolve to become the best-selling US

training shoe.

Blue Ribbon changes its name to Nike
and adopts the swoosh as its logo,
designed by a college student for $35.
She later gets an undisclosed number of

stocks.

Exhibits

Each chapter provides a number of
figures and tables to illustrate and
summarise important information.

Going International
boxes

This book is full of these relevant
and contemporary examples of
international marketing, which
bring the topic to life. Many of
them include discussion questions
designed to prompt class debates.




xxiv  Guided Tour

(SUMMARY )

The first section of International Marketing offers an overview of international marketing, and a discussion

of the global business, political and legal environments confronting the marketer. International market-

ing s efined os the petformance of business activites beyond national borders T task of the ntana- These summaries briefly review
tional marketer is explained. Key obstacles to international marketing are not just foreign environments . . .
but also our own self-reference criteria (SRC) and ethnocentrism. This section deals exclusively with the . and relnfOrCe the main tOplCS

uncontrollable elements of the environment and their assessment. The next section offers chapters on

assessing international market opportunities. Then, management issues in developing global marketing Covered ln each Chapter to ensure

strategies are discussed. In each chapter the impact of the environment and culture on the marketing

process is illustrated. Space prohibits an encyclopaedic approach to all the issues; nevertheless, we have 1 1
tried to present sufficient detail so readers appreciate the real need to make a thorough analysis when- yOu haVe acqulred a SOhd
understanding of the topics.

ever the challenge arises. The next chapter provides a framework for this task.

(auestions ’ Questions

1 Isquo;The marketer’s task is the same whether applied in Amsterdam, London or Kuala Lumpur:
Discuss. .

2 How can the increased interest in international marketing on the part of European firms be .7 These quesnons h61p You teSt the
explained? .

3 Discuss the four phases of international marketing involvement. knOWledge you have acqulred

4 Discuss the conditions that have led to the development of global markets.

5 Differentiate between a global company and a multinational company. from the Chapter'

6 Differentiate among the three international marketing orientations.

7  Relate the three international marketing orientations to the EPRG schema

(FURTHER READING )

Further Reading

® Theodore Levitt, The Globalization of Markets, Harvard Business Review, 1983, May-June, pp 92—

102, .

o Peter Buckley and Pervez Ghauri, Globalization, Economic Geography and Multinational o — The further readlng for each
Enterprises, Journal of International Business Studies, 2004, 35(2), pp 81-98, h t .d t d th

®  Esther Tippmann, Pamela Sharkey Scott and Vincent Mangeratin, Problem Solving in MNCs: How chapter guides you towards the
Local and Global Solutions are (and are not) Created, Journal of International Business Studies, 2012, .
438, pp 74671 best secondary sources available.

He i a  Markin,
Preliminary marketing plan b Contar
Information gathered in the previous sets of guide- 4 Documentati
lines serves as the basis for developing a marketing 5 Insurance cl
plan for your product/brand in a target market. How 6 Freight forw

the problems and opportunities that surfaced in the

preceding steps are overcome and/or exploited to If your company country Notebook

f tion or traffic m
produce maximum sales/profits are presented here. . .
consider using a

The agtion plan reflects, i|_1 yourjudgementf the most distinct advantag This feature prOVideS a format for
effective means of marketing your product in a coun- ine one .
try market. Budgets, expected profits and/or losses, & one. ® undertak]ng both a complete
and additional resources necessary to implement the E  Channels of distr . .
proposed plan are also presented. This section pres cultural and economic ana1y51s of
. types of distribut a country, as well as guidelines for
Guidelines i .
! Retailers a marketing plan
I The marketing plan. a Type and g p '
A Marketing objectives. b Retail m
1 Target market(s) (specific description of t]z[pehofdr
the market segment). ¢ eth? S
2 Expected sales 20— (cas] cre
3 Profit expectations 20—. d Scale o
(small/la

4 Market penetration and coverage.

B Product adaptation, or modification — using 2 Wholesale m

the product component model as your guide, a Type a

\_ /




Cases Outline

Case 1.1 Strategy Formulation at Audi
Case 1.2 Starbucks: Going Global Fast
Case 1.3 Walmart in Africa

Case 1.1

Strategy Formulation at Audi

Audi: the success of cars
‘Made in Germany’

The German company Audi, part of the Volkswagen
Group, is enjoying unprecedented levels of success,
particularly in the international marketplace. In 2012,

Audi: a brand of the
Volkswagen Group

Audi is part of the German Vol
is one of the world’s leading aut
ers and the largest carmaker

Guided Tour

Case Studies

The book includes an
extensive case study section,
featuring in-depth studies of a
variety of companies from
around the world.

/

Glossary

act of God — An extraordinary natural event not reasonably

anticipated by cither party to a contract, ie earthquakes,
floods, etc.

activist groups — See Green activist. Refers to these
groups, eg Greenpeace.

adaptation — Making changes to fit a particular culture/
environment/conditions, eg when we produce special/
modified products for different markets.

administered pricing Relates to attempts to establish
prices for an entire market.

advertising ign — Designing and impl ing

particular advertising for a particular product/purpose over

a fixed period.

by refusing to allow impor
currency for the seller’s cu

Boston Consulting Grou
strategy and general mana
specific models to tackle

boycott — A coordinated r
services of a certain comp

brand loyalty — When cus
brand.

branding — Developing an
brand name.

broker — A catchall term f
performing low-cost agent

~

Glossary

The comprehensive glossary at
the end of the text provides a
quick reference tool for
learning.

/
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Lecturer support — Helping you to help your students

® Self-test questions to
prepare you for mid-
term tests and exams

® Glossary of key terms
to revise core concepts

e Web links to online
sources of information
to help you prepare for
class

The Online Learning Centre also provides lecturers adopting this book with a range of resources

designed to offer:

e Faster course preparation — time-saving support for your module

o High-calibre content to support your students — resources written by your academic peers, who

understand your need for rigorous and reliable content

e Flexibility — edit, adapt or repurpose; test in EZ Test or your department’s Course Management

System. The choice is yours.

The materials created specifically for lecturers adopting this textbook include:

® Lecturer’s Manual to support your module preparation, with case notes, guide answers, teaching

tips and more
PowerPoint presentations to use in lecture presentations
Image library of artwork from the textbook

standing and analysing the cases in the textbook

Solutions manual providing accuracy-tested answers to the problems in the textbook
Case Notes with guide answers to case questions, written to help support your students in under-
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® Cases from previous editions
® Answers to end of chapter questions
e Additional essay questions

® Teaching suggestions

To request your password to access these resources, contact your McGraw-Hill Education representa-
tive or visit www.mheducation.co.uk/textbooks/ghauri4

TEST @NEINE

Test Bank available in McGraw-Hill EZ Test Online

A test bank of hundreds of questions is available to lecturers adopting this book for their module
through the EZ Test online website. For each chapter you will find:

e A range of multiple choice, true or false, or essay questions
® Questions identified by type to help you to select questions that best suit your needs

McGraw-Hill EZ Test Online is:

® Accessible anywhere with an Internet connection — your unique login provides you access to all your
tests and material in any location

e Simple to set up and easy to use

e Flexible, offering a choice from question banks associated with your adopted textbook or allowing
you to create your own questions

o Comprehensive, with access to hundreds of banks and thousands of questions created for other
McGraw-Hill titles

e Compatible with Blackboard and other course management systems
o Time-saving —students’ tests can be immediately marked and results and feedback delivered directly
to your students to help them to monitor their progress.

To register for this FREE resource, visit www.eztestonline.com
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Chapter Learning Objectives

What you should learn from Chapter 1
® What is meant by international marketing
® The scope of the international marketing task

® The meaning and the importance of the self-reference criterion (SRC) in international
marketing

How to identify and manage the factors influencing the internationalisation of companies
How to evaluate the progression of becoming an international marketer
How international marketing concepts influence international marketers

The increasing importance of global awareness and marketing opportunities




4 Chapter 1 The Scope and Challenge of International Marketing

The modern world is organised on the basis that each nation state is sovereign and independent from
other countries. In reality, however, no country can completely isolate its internal affairs from external
forces. Even the most inward-looking regimes have realised the limitations of their own resources as
well as the benefits of opening up their borders. This major change in the orientation of most regimes
has led to an enormous amount of activity in the international marketplace.

The global economic boom of the 1990s has been one of the drivers for efficiency, productivity and
open, unregulated markets that has swept the world.! Never before in world history have businesses
been so deeply involved in and affected by international global developments. The first decade of the
twenty-first century, on the other hand, brought political turmoil and economic crisis that swept through-
out the world and affected almost every country. Powerful economic, technological, industrial, political
and demographic forces are converging to form the foundation of a new global economic order on
which the structure of a world economic and market system will be built.

Whether or not a company wants to participate directly in international business, it cannot escape
the effect of the ever-increasing number of domestic firms exporting, importing and/or manufacturing
abroad; the number of foreign-based firms operating in most markets; the growth of regional trade
areas; the rapid growth of world markets; and the increasing number of competitors for global markets.
Of all the trends affecting global business today, five stand out as the most dynamic and as the ones that
are influencing the shape of international business:

1 the interdependence of the world economies and globalisation of production and
consumption?

the rapid growth of regional free-trade areas such as the EU, NAFTA, ASEAN
free-trade area and APEC

|

wherefprolduct.sr::an 3 the increase in wealth and growth in most parts of the world, causing enhanced
gz:; arsj Y, without purchasing power as well as volatility in financial markets throughout the world
rEsifeians 4 the evolution of large emerging markets such as Brazil, China, India, Russia,
ASEAN Indonesia, Turkey and Pakistan

5 availability of advanced methods of communication and transportation due to

the fourth-biggest . .
99 developments in information technology.

trade area of the
world comprising 10

; These forces affecting international business have led to a dramatic growth in interna-
Southeast Asian

tional trade and have contributed to a perception that the world has become a smaller

countries and more interdependent place.? If we look at the Swiss multinational company Nestlé,
APEC ‘The Food Company of the World’, it claims its products are sold in every country in
Asia-Pacific the world. It has factories in more than 80 countries and has many brands that are rec-
cooperation among ognised all over the world.* Toyota and its subsidiaries sell their cars in more than 170
21 member states. countries, giving it a presence in more countries than any other auto manufacturer.
APEC promotes free . . . . .

trade and economic Every business must be prepared to compete in an increasingly interdependent
cooperation global economic environment, and all business people must be aware of the effects of
EEan fEmEas these trends when managing a multinational conglomerate or a domestic company that

exports. As one international expert noted, ‘every company is international, at least to

the extent that its business performance is conditioned in part by events that occur

abroad’.® Even companies that do not operate in the international arena are affected to

. some degree by the economic changes taking place in China and India as well as the

growth or recession . .. . .

N  recent economic crisis. The interdependence among nations and markets has, however,
not been affected. Companies have become even more aggressive to capture new mar-
kets in order to compensate for recessions at home or economic slow down in their

traditional markets.

economic change

change in economic
conditions, eg

As competition for world markets intensifies, the number of companies operating solely in domestic
markets is decreasing. Or, to put it another way, it is increasingly true that the business of any business
is international business. The challenge of international marketing is to develop strategic plans that are
competitive in the intensifying global markets. These and other issues affecting the world economy,
trade, markets and competition will be discussed throughout this text.



The internationalisation of business

The internationalisation of business

With the increasing globalisation of markets, companies find they are unavoidably enmeshed with
foreign customers, competitors and suppliers, even within their own borders. They face competition on
all fronts — from domestic firms and from foreign firms. A significant portion of all televisions, mobile
phones, clothes and tableware sold in Western Europe is foreign made. Sony, Panasonic, Samsung,
Nokia, LG, Toyota and Nissan are familiar brands all over the world and for Western industry, they are
formidable opponents in a competitive struggle for world markets.

Many familiar domestic companies are now foreign controlled. When you shop for groceries at Aldi
or Lidl supermarkets, or buy a SEAT car, you are buying indirectly from a German company. Some
well-known brands no longer owned by Western companies are Carnation (Swiss), Brooks Brothers
clothing (Canada), Land Rover and Jaguar that are now owned by TATA, an Indian conglomerate, and
the Godiva chocolate brand, which is now owned by a Turkish company. There is hardly any country
that is not involved in international trade and investment (Exhibit 1.1 shows the top 30 trading coun-
tries). In fact, both inward and outward foreign investment in most countries is quite common. This is
illustrated by Exhibit 1.2.

EXHIBIT 1.1: Top 30 countries for trade and expansion A
Rank 2011 Country GDP (purchasing | Population Export Import
power parity) (billion $) (millions) (billion $) (billion $)

1 USA 15,290 313 1,497 2,236

2 China 11,440 1343 1,904 1,743

3 India 4,515 1205 2994 4614

4 Japan 4,497 127 788 808.4

5 Germany 3,139 81 1,408 1,198

6 Russia 2414 142 5209 3225

7 Brazil 2,324 199 256 2196

8 UK 2,290 63 479.7 639.5

9 France 2,246 65 587.1 688.5
10 Italy 1,871 61 5239 556.4
M Mexico 1,683 114 349.7 350.8
12 Korea, South 1,574 48 556.5 5244
13 Spain 1,432 47 3036 363.1
14 Canada 1414 34 4624 461
15 Indonesia 1,139 248 201.5 166.1
16 Turkey 1,087 79 143.5 2329
17 Iran 1,003 78 131.8 76.1
18 Australia 926.2 22 2721 2434
19 Taiwan 887.3 23 307.1 2794
20 Poland 781.5 38 193.9 208
21 Argentina 7256 42 84.27 70.73
22 Netherlands 7131 16 551.8 493.1
23 Saudi Arabia 691.5 26 3599 1174
24 Thailand 609.8 67 2216 196.3
25 South Africa 562.2 48 104.5 102.6
26 Egypt 5256 83 2791 53.97
27 Pakistan 494.8 190 25.35 35.82
28 Colombia 478 45 56.22 54.7
29 Malaysia 453 29 2256 177.1
30 Nigeria 418.7 170 103.9 69.49

Source: CIA World Factbook (1 January 2012).
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( EXHIBIT 1.2: Direct foreign investment flows in selected countries, 2011 )
Countries Inflow (million $) Outflow (million $) Net outflow (million $)
USA 226,937 396,656 —-169,719
Canada 40,932 49,569 -8,637
Belgium 89,142 70,706 18,436
UK 53,949 107,086 —53,137
France 40,945 90,146 —49,201
Italy 29,059 47,210 —18,151
Poland 15,139 5,860 9,279
Switzerland (196) 69,612
Spain 29476 37,256 —7,780
Sweden 12,091 26,850 —14,759
The Netherlands 17,129 31,867 —14,738
Germany 40,402 54,368 —13,966
Japan (1,758) 114,353

Source: World Investment Report 2012, p 203. )

Companies with existing foreign operations realise they must be more competitive to succeed
against other foreign and domestic multinationals in every market. They have found it necessary to
spend more money and time improving their marketing positions abroad because competition for these
growing markets is intensifying. For the firm venturing into international marketing for the first time,
and for those already experienced (for example, MNC versus SME), the requirement is generally the
same — a thorough and complete commitment to foreign markets and, for many, new ways of operating

to handle the uncertainties of foreign markets.

/

(Going International 1.1

APPLE'S JOURNEY TOWARDS TOP POSITION

1976 Apple Computer is founded. Apple I is introduced
1979 Jobs and team of engineers visit Xerox PARC, where they see a demo of mouse
and graphical user interface
Apple: The PR - - ;
beginning 1980 Applg goes public in biggest IPO since Ford Motor in 1956. Jobs' 15 per cent
stake is worth more than $200m
1983 The Apple Lisa is released, inspired by Xerox's user interface
1984 The Macintosh is introduced. The 1984’ commercial airs during the Super Bowl
1985 Jobs is ousted from Apple. Launches Next, pays Paul Rand $100,000 to design
logo
1986 Jobs buys Pixar from George Lucas for $10m
1988 The Next Cube is released. Price: $6,500
Out of a Job. 1993 After years of sluggish sales, Jobs lays off half the employees of Next and
What's next ? repositions it as a software company
1995 Pixar releases Toy Story, the first full-length computer animated film, to rave
reviews. + Pixar goes public one week later; Jobs'80 per cent stake is worth
$585m
1996 Apple announces acquisition of Next for $430m; posts $816m loss for the year

~




The internationalisation of business

1997

Jobs becomes interim CEO of Apple, replaces board, launches ‘Think Different’
campaign

Jobs'return 1998
to Apple

Apple returns to profitability. The iMac debuts, becomes the fastest-selling
Macintosh ever. Pixar releases A Bug’s Life

2000

Jobs becomes permanent CEO of Apple. + Board gives Jobs a Gulfstream V jet
and 40 million options

2001

Big year for introductions: first Apple stores, the iPod, iTunes and the OS X
operating system. Apple grants Jobs another 15 million options. + Pixar releases
Monsters Inc

2003
iTunes and

beyond

Jobs swaps underwater options for restricted shares. + Jobs is diagnosed with
pancreatic cancer; board decides not to disclose it. + Pixar releases Finding
Nemo to record box office

2004

Jobs undergoes cancer surgery, discloses both cancer and ‘cure’the next
day. + The Incredibles is released

2005

iPod Nano is released. Huge hit

2006

Pixar is sold to Disney, making Jobs its largest shareholder, with a stake now
worth $4.6bn + Cars is released. + Apple board announces backdating
investigation, informs SEC. 4+ board confirms backdating, but clears Jobs and
management. Company announces $105m restatement. + Disney launches
internal investigation of backdating at Pixar

2007

iPhone is introduced. + Apple stock hits a record $199.83 a share. + SEC files suit
against Fred Anderson and Nancy Heinen. SEC clears company. Anderson
settles with SEC, issues statement challenging Jobs'account. + Disney board
acknowledges backdating but clears Pixar management

2008

Apple stock drops 40 per cent in two months in a down market

2009

Apple introduces the next generation of iPhone and launches iPod Nano with
video camera

2010
Apple
ascendant

Apple awards Cook a bonus valued at $22m for leading the company during
Jobs'six-month leave, during which its shares soared about 70 per cent.

Apple begins selling the iPad in April 2010, a 10-inch touchscreen tablet, and
has an 84 per cent share of the tablet market by year’s end. Researcher iSuppli
estimates 12.9 million iPads were shipped as of 10 December.

The Beatles' 13 albums become available on iTunes, ending years of talks between
Jobs, Beatles' management company Apple Corps and Beatles label EMI Group

2011

Jobs announces that he will take another medical leave.

Verizon Wireless, a venture of Verizon Communications Inc and Vodafone
Group Plc, starts selling the iPhone in stores and puts an end to AT&T's exclusive
contract for the phone in the USA. Apple launches a long-awaited subscription
service for magazines, newspapers, videos and music — a move that could hurt
streaming services Netflix and Hulu.

Apple launches the iPad 2, a sleeker, lighter version of its tablet with a new dual-
core processor, two cameras and, for the first time, it comes in either white or
black

N

Source: Fortune, 17 March 2008, pp 56-62. http://www.reuters.com/article/2011/03/02/
us-apple-timeline-idUSTRE72170T20110302.

The world that has lost its kings echoes the reality of today’s technology industry, where the battle
lines between the four large companies seen as dominating the customer Internet (Google, Apple,
Facebook and Amazon) are in furious flux. The death of Steve Jobs, Apple’s monarch, robbed the tech-
nology world of the nearest thing that it had to royalty. But even before Jobs’ passing, tension was
growing between the great powers of the web generation as the onset of mobile computing upset the

previous balance of power.
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The tech industry has a history of bitter rivalries: IBM and Apple in the 1980s; Microsoft and
Netscape in the 1990s. But the rivalries shaping the market today are even richer and more complicated,
not least because they have a personal edge. Three of the big four are still run by men who made their
billions as founder, or co-founder, of their empires: Amazon’s Jeff Bezos, Google’s Larry Page and
Facebook’s Mark Zuckerberg. And although Jobs no longer rules Apple, he groomed Tim Cook, his
successor as chief executive. ‘In the modern history of technology we have never seen such a highly
engaged group of chief executives and founders,” says Mary Meeker, a partner at Kleiner Perkins
Caufield & Byers, a venture-capital company.

This has allowed the companies to pile cash into their war chests (Exhibit 1.3). They will need them.
All four grew up when computing was basically something done at a desk or on a laptop with the pro-
grams you had to hand. Now, as in Mr Martin’s realm of Westeros, where the reader is always being
apocalyptically assured that ‘winter is coming’, their world is undergoing great change.

(

EXHIBIT 1.3: Coins and the realms

Year founded

Employees

Market value

Revenue ($bn)

Profit/loss (Sbn)

Cash ($bn)

Apple

1976

76,100

5482

156.5

417

1213

Amazon

1994

81,400

110.7

573

Nil

5.2

Google

1998

53,546

2228

47.5

10.6

46.8

Facebook

2004

4,331

56.9

4.6

-0.1

105

Apple now finds itself competing with rivals that have radically different ways of making money. Amazon is flog-
ging its Kindle e-readers and tablet computers, which use a modified version of Android, at pretty much what it
costs to produce and sell them. Where Apple used iTunes to sell iPods, Amazon uses its tablets to sell everything
else in the world.

Apple has been lobbing lawsuits around in the smartphone arena as if armed with a trebuchet. Google
snapped up Motorola Mobility in large part to get its hands on the firm's thousands of patents issued and pend-
ing, thus bulking up its own defences and accumulating ammunition to fling at the fortresses of the

competition.

No one looks likely to win quickly. ‘There will be a lot of trench warfare, predicts Roelof Botha of Sequoia
Capital, a venture investor. And that looks likely to be great news for consumers, who will be able to choose from
an ever wider range of innovative and cheap (or free) technologies.

e Can Apple win this battle?

Source: Bloomberg and The Economist, 1 December 2012, p 27.

International marketing defined

International marketing is the performance of business activities that direct the flow of a company’s goods
and services to consumers or users in more than one nation for a profit. The only difference in the defini-
tions of domestic marketing and international marketing is that the marketing activities take place in more
than one country. This difference accounts for the complexity and diversity found in international market-
ing operations. Marketing concepts, processes, and principles are to a great extent universally applicable,
and the marketer’s task is the same whether doing business in Amsterdam, London or Jakarta. The goal of
a business is to make a profit by promoting, pricing and distributing products for which there is a market.
If this is the case, what is the difference between domestic and international marketing?

The answer lies not with different concepts of marketing, but with the environment within which
marketing plans must be implemented. The uniqueness of foreign marketing comes from the range of
unfamiliar problems and the variety of strategies necessary to cope with the different levels of uncer-
tainty encountered in foreign markets.

Competition, legal constraints, government controls, weather, consumer behaviour and any number
of other uncontrollable elements can, and frequently do, affect the profitable outcome of good, sound



The international marketing task

marketing plans. Generally speaking, the marketer cannot control or influence these uncontrollable ele-
ments, but instead must adjust or adapt to them in a manner consistent with a successful outcome. What
makes marketing interesting is the challenge of moulding the controllable elements of marketing deci-
sions (positioning, product, price, promotion and distribution) within the framework of the uncontrol-
lable elements of the marketplace (competition, politics, laws, consumer behaviour, level of technology
and so forth) in such a way that marketing objectives are achieved. Even though marketing principles
and concepts are universally applicable, the environment within which the marketer must implement
marketing plans can change dramatically from country to country. The difficulties created by different
environments and cultures and adjusting membership strategies accordingly are the international mar-
keter’s primary concern.

The international marketing task

The international marketer’s task is more complicated than that of the domestic marketer because the
international marketer must deal with at least two levels of uncontrollable uncertainty instead of one.
Uncertainty is created by the uncontrollable elements of all business environments, but each foreign
country in which a company operates adds its own unique set of uncontrollables. Exhibit 1.4 illustrates
the total environment of an international marketer. The inner circle depicts the controllable elements
that constitute a marketer’s decision area, the second circle encompasses those environmental elements
at home that have some effect on foreign-operation decisions, and the outer circles represent the ele-
ments of the foreign environment for each foreign market within which the marketer operates. As the

-
EXHIBIT 1.4: The international marketing task

Domestic-environment
(uncontrollables)

Political /legal Competitive
forces structure

Economic climate

Environmental uncontrollables
Country market C






