
This book is licensed under a Creative Commons Attribution 3.0 License

6. Marketing in global 
markets

Learning objectives

As you read through this chapter, you should develop an understanding of the following key points related to 

global marketing activities: 

• global marketing is very broad in scope

• there are many reasons why firms chose to engage in global marketing 

• the elements of the environment of global marketing are different than those for domestic markets 

• firms can enter foreign markets through a variety of strategies, each of which has advantages and 

disadvantages

• in planning marketing mix strategies, firms cannot simply copy domestic marketing mix strategies 

Good luck getting into China

It is a wet morning in Old Shanghai, and Dell salesman Peter Chan is selling hard. As the Yangtze River flows by  

the Bund district a few floors below, Chan is getting into a flow of his own. His subject: computers and the unique  

benefits  of  Dell's  direct-selling  model.  His  customer:  Xiao  Jian  Yi,  deputy  general  Manager  of  China  Pacific 

Insurance, a fast-growing state-owned insurance company. The audience: three of Xiao's subordinates.

Dell's aggressiveness is beginning to payoff. Not only did Dell reel in the China Pacific account, but it is also 

becoming a major player in China. In 1998, 36-year-old billionaire Michael Dell opened the fourth Dell PC factory  

in the world in Ziamen, a windswept city halfway between Hong Kong and Shanghai in China's southeastern coast.  

The point of Dell's push into China seems so obvious as to be a cliche: China is becoming too big a PC market for 

Dell, or anyone, to ignore. "If we're not in what will soon be the second biggest PC market in the world," asks John  

Legere, president of Dell Asia-Pacific, "then how can Dell possibly be a global player?"

Though the competition is intense, Dell is confident it has a strategy that will pay off. First, it has decided not to  

target retail buyers, who account for only about 10 per cent of Dell's China sales. That way Dell avoids going head-

to-head against entrenched local market leaders like Legend. "It takes nearly two years of a person's savings to buy 

a PC in China," notes Mary Ma, the chief financial officer of Legend. "And when two years of savings is at stake, the  

whole family wants to come out to a store to touch and try the machine." Dell just is not set up to make that kind of  

sale yet.

One thing is for sure: the Dell model is working in China. As long as China's PC market continues to grow, Dell is  

ready to grow with it.20

20 Sources: Nell Chowdury, "Dell Cracks China," Fortune, June 21,1999, pp. 120-129; Normandy Madden, "OM's 

Buick Rides Luxury into China," Advertising Age, June 24,1999, p. 16; Carolyn Edy, "The Olympics of 

Marketing," American Demographics, June 1999, p. 47.
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Introduction

Companies throughout the world have discovered that they have saturated their local market and are seeking  

opportunities for growth elsewhere. Ford Motors, Campbell Soup, Nestle, Nike, and McDonald's are just a few of  

the companies that have had an international presence for many years. Thanks to the opening of Eastern Europe  

and  China,  the  international  marketplace  has  grown  dramatically.  Still,  moving  into  other  markets  is  tricky 

business and many companies have failed miserably. One thing is for sure: it requires more than taking an existing 

domestic marketing strategy and transplanting it in another culture.

The purpose of this chapter is to introduce you to the scope and complexity of going global with a marketing 

effort. In the following sections, we define global marketing and examine various aspects of the global marketing 

environment. Against this background, we then look at the ways in which companies typically become involved in  

global markets, and introduce you to the global marketing management process.

Defining international marketing

Now that the world has entered the next millennium, we are seeing the emergence of an interdependent global 

economy  that  is  characterized  by  faster  communication,  transportation,  and  financial  flows,  all  of  which  are  

creating  new  marketing  opportunities  and  challenges.  Given  these  circumstances,  it  could  be  argued  that 

companies face a deceptively straightforward and stark choice: they must either respond to the challenges posed by  

this new environment, or recognize and accept the long-term consequences of failing to do so. This need to respond  

is not confined to firms of a certain size or particular industries. It is a change that to a greater or lesser extent will  

ultimately affect companies of all sizes in virtually all markets. The pressures of the international environment are 

now  so  great,  and  the  bases  of  competition  within  many  markets  are  changing  so  fundamentally,  that  the 

opportunities  to  survive  with  a  purely  domestic  strategy  are  increasingly  limited  to  small  and  medium-sized 

companies in local niche markets.

Perhaps partly because of the rapid evolution of international marketing, a vast array of terms have emerged 

that suggest various facets of international marketing. Clarification of these terms is a necessary first step before we  

can discuss this topic more thoroughly.

Let us begin with the assumption that the marketing process outlined and discussed in “Introducing Marketing”, 

“Understanding  and  Approaching  the  Market”,  “Marketing  Research:  An  Aid  to  Decision  Making”,  and 

“Understanding Buyer Behavior” is just as applicable to domestic marketing as to international marketing. In both 

markets, we are goal-driven, do necessary marketing research, select target markets, employ the various tools of  

marketing (i.e. product, pricing, distribution, communication), develop a budget, and check our results. However,  

the  uncontrollable  factors  such  as  culture,  social,  legal,  and  economic  factors,  along  with  the  political  and 

competitive environment, all create the need for a myriad of adjustments in the marketing management process.

At its simplest level,  international marketing involves the firm in making one or more marketing decisions 

across national boundaries. At its most complex, it involves the firm in establishing manufacturing and marketing 

facilities  overseas  and coordinating  marketing  strategies across  markets.  Thus,  how international  marketing is 

defined and interpreted depends on the level of involvement of the company in the international marketplace.  

Therefore, the following possibilities exist:

• Domestic marketing. This involves the company manipulating a series of controllable variables, such as 

price, advertising, distribution, and the product, in a largely uncontrollable external environment that is  
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made up of different economic structures, competitors, cultural values, and legal infrastructure within 

specific political or geographic country boundaries. 

• International marketing. This involves the company operating across several markets in which not only do 

the uncontrollable variables differ significantly between one market and another, but the controllable factor 

in the form of cost and price structures, opportunities for advertising, and distributive infrastructure are 

also likely to differ significantly. Degree of commitment is expressed as follows:

(a) Export marketing. In this case the firm markets its goods and/or services across national/political  

boundaries.

(b)Multinational marketing. Here the marketing activities of an organization include activities, 

interests, or operations in more than one country, and where there is some kind of influence or  

control of marketing activities from outside the country in which the goods or services will actually 

be sold. Each of these markets is typically perceived to be independent and a profit center in its own  

right.

(c) Global marketing. The entire organization focuses on the selection and exploration of global 

marketing opportunities and marshals resources around the globe with the objective of achieving a 

global competitive advantage. The primary objective of the company is to achieve a synergy in the  

overall operation, so that by taking advantage of different exchange rates, tax rates, labor rates, skill  

levels, and market opportunities, the organization as a whole will be greater than the sum of its 

parts.1. 

Thus Toyota Motors started out as a domestic marketer, eventually exported its cars to a few regional markets, 

grew to become a multinational marketer, and today is a true global marketer, building manufacturing plants in the 

foreign country as well as hiring local labor, using local ad agencies, and complying to that country's cultural mores.  

As it moved from one level to the next, it also revised attitudes toward marketing and the underlying philosophy of 

business.

Ultimately,  the successful  marketer is  the one who is  best able  to manipulate  the controllable  tools  of  the  

marketing mix within the uncontrollable environment. The principal reason for failure in international marketing 

results  from a  company  not  conducting  the  necessary  research,  and  as  a  consequence,  misunderstanding  the 

differences and nuances of the marketing environment within the country that has been targeted.

Standardization and customization

In 1983, Harvard marketing professor Theodore Levitt wrote an article entitled, "The Globalization of Markets",  

and nothing about marketing has been the same since.2. According to Levitt, a new economic reality—the emergence 

of global consumer markets for single standard products–has been triggered in part by technological developments. 

Worldwide communications ensure the instant diffusion of new lifestyles and pave the way for a wholesale transfer 

of goods and services.

Adopting  this  global  strategy  provides  a  competitive  advantage  in  cost  and  effectiveness.  In  contrast  to 

multinational  companies,  standardized  (global)  corporations view the world or its  major regions as one entity  

instead of a collection of national markets. These world marketers compete on a basis of appropriate value: i.e. an 

optimal combination of price, quality, reliability, and delivery of products that are identical in design and function.  

Ultimately, consumers tend to prefer a good price/quality ratio to a highly customized but less cost-effective item.
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Levitt distinguished between products and brands. While the global product itself is standardized or sold with 

only minor modifications, the branding, positioning, and promotion may have to reflect local conditions.

Critics of Levitt's perspective suggest that his argument for global standardization is incorrect and that each 

market strategy should be customized for each country. Kotler notes that one study found that 80 per cent of US  

exports  required  one  or  more  adaptations.  Furthermore,  the  average  product  requires  at  least  four  to  five  

adaptations  out  of  a  set  of  eleven  marketing  elements:  labeling,  packaging,  materials,  colors,  name,  product  

features, advertising themes, media, execution, price, and sales promotion.3. Kotler suggests that all eleven factors 

should be evaluated before standardization is considered.

To date,  no  one has empirically  validated  either perspective.  While  critics  of  Levitt  can offer  thousands of 

anecdotes contradicting the validity of standardization, a more careful read of Levitt's ideas indicate that he offers  

standardization  as  a  strategic  option,  not  a  fact.  Although  global  marketing  has  its  pitfalls,  it  can  also  yield 

impressive  advantages.  Standardized  products  can  lower  operating  costs.  Even  more  important,  effective 

coordination can exploit a company's best product and marketing ideas.

Too often,  executives  view global  marketing  as  an  either/or  proposition-either  full  standardization or  local 

control.  But  when  a  global  approach  can  fall  anywhere  on  a  spectrum-from  tight  worldwide  coordination  on 

programming details to loose agreements on a product ideas-there is no reason for this extreme view. In applying  

the global marketing concept and making it work, flexibility is essential. The big issue today is not whether to go  

global, but how to tailor the global marketing concept to fit each business and how to make it work.

Reasons for entering international markets

Many  marketers  have  found  the  international  marketplace  to  be  extremely  hostile.  A  study  by  Baker  and 

Kynak,4. for example, found that less than 20 per cent of firms in Texas with export potential actually carried out 

business in international markets. But although many firms view in markets with trepidation, others still make the 

decision to go international. Why?

In one study, the following motivating factors were given for initiating overseas marketing involvement (in order 

of importance):5.

• large market size

• stability through diversification

• profit potential

• unsolicited orders

• proximity of market

• excess capacity 

• offer by foreign distributor

• increasing growth rate

• smoothing out business cycles

Other empirical studies over a number of years have pointed to a wide variety of reasons why companies initiate 

international involvement. These include the saturation of the domestic market, which leads firms either to seek 

other less competitive markets or to take on the competitor in its home markets; the emergence of new markets,  

particularly  in  the  developing  world;  government  incentives  to  export;  tax  incentives  offered  by  foreign 
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governments to establish manufacturing plants in their countries in order to create jobs; the availability of cheaper 

or more skilled labor; and an attempt to minimize the risks of a recession in the home country and spread risk.6.

Reasons to avoid international markets

Despite attractive opportunities, most businesses do not enter foreign markets. The reasons given for not going  

international are numerous. The biggest barrier to entering foreign markets is seen to be a fear by these companies 

that their products are not marketable overseas, and a consequent preoccupation with the domestic market. The 

following points were highlighted by the findings in the previously mentioned study by Barker and Kaynak, who  

listed the most important barriers:7.

• too much red tape

• trade barriers 

• transportation difficulties

• lack of trained personnel

• lack of incentives

• lack of coordinated assistance

• unfavorable conditions overseas

• slow payments by buyers

• lack of competitive products

• payment defaults

• language barriers 

It  is  the  combination  of  these  factors  that  determines  not  only  whether  companies  become  involved  in  

international markets, but also the degree of any involvement.

The stages of going international

Earlier in our discussion on definitions, we identified several terms that relate to how committed a firm is to 

being international. Here we expand on these concepts and explain the rationale behind this process. Two points 

should  be  noted.  First,  the  process  tends  to  be  ranked  in  order  of  "least  risk  and  investment"  to  "greatest  

involvement”.  Second,  these  are  not  necessarily  sequential  steps,  even  though  exporting  is  apparently  most 

common as an initial entry.

Firms typically approach involvement in international marketing rather cautiously, and there appears to exist an 

underlying lifecycle that has a series of critical success factors that change as a firm moves through each stage. For  

small and medium-sized firms in particular, exporting remains the most promising alternative to a full-blooded 

international  marketing  effort,  since  it  appears  to  offer  a  degree  of  control  over  risk,  cost,  and  resource  

commitment. Indeed, exporting, especially by the smaller firms, is often initiated as a response to an unsolicited  

overseas order–these are often perceived to be less risky.

Exporting

In general, exporting is a simple and low risk-approach to entering foreign markets. Firms may choose to export  

products for several reasons. First, products in the maturity stage of their domestic lifecycle may find new growth 

opportunities overseas, as Perrier chose to do in the US. Second, some firms find it less risky and more profitable to 

expand by exporting current products instead of developing new products. Third, firms who face seasonal domestic 
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demand may choose to sell their products to foreign markets when those products are "in season" there. Finally,  

some firms may elect to export products because there is less competition overseas.

A  firm can  export  its  products  in  one  of  three  ways:  indirect  exporting,  semi-direct  exporting,  and direct 

exporting.  Indirect exporting is  a common practice among firms that are just beginning their exporting.  Sales, 

whether foreign or domestic, are treated as domestic sales. All sales are made through the firm's domestic sales  

department, as there is no export department. Indirect exporting involves very little investment, as no overseas  

sales force or other types of contacts need be developed. Indirect exporting also involves little risk, as international 

marketing intermediaries have knowledge of markets and will make fewer mistakes than sellers.

In  semi-direct  exporting,  an  American  exporter  usually  initiates  the  contact  through  agents,  merchant 

middlemen, or other manufacturers in the US. Such semi-direct exporting can be handled in a variety of ways: (a) a 

combination export manager,  a  domestic agent  intermediary that acts  as an exporting department for several 

noncompeting firms; (b) the manufacturer's export agent (MEA) operates very much like a manufacturer's agent 

in  domestic  marketing  settings;  (c)  a  Webb-Pomerene Export  Association may choose to limit  cooperation to 

advertising,  or  it  may  handle  the exporting  of  the products  of  the association's  members  and;  (d)  piggyback 

exporting,  in which one manufacturer (carrier) that has export facilities and overseas channels of  distribution 

handles the exporting of another firm (rider) noncompeting but complementary products.

When  direct exporting is the means of entry into a foreign market,  the manufacturer establishes an export 

department to sell directly to a foreign film. The exporting manufacturer conducts market research, establishes 

physical  distribution,  and  obtains  all  necessary  export  documentation.  Direct  exporting  requires  a  greater 

investment and also carries a greater risk. However, it also provides greater potential return and greater control of  

its marketing program.

Licensing

Under a licensing agreement, a firm (licensor) provides some technology to a foreign firm (licensee) by granting 

that firm the right to use the licensor's manufacturing process, brand name, patents, or sales knowledge in return 

for some payment. The licensee obtains a competitive advantage in this arrangement, while the licensor obtains 

inexpensive access to a foreign market.

A licensing arrangement contains risk, in that if the business is very successful, profit potentials are limited by 

the licensing agreement. Alternatively, a licensor makes a long-term commitment to a firm and that firm may be 

less capable than expected. Or, the licensee may be unwilling to invest the necessary resources as needed to be  

successful. Licensing may be the least profitable alternative for market entry. Scarce capital, import restrictions, or 

government restrictions may make this the only feasible means for selling in another country.

Franchising represents  a  very  popular  type  of  licensing  arrangement  for  many  consumer  products  firms.  

Holiday Inn, Hertz Car Rental, and McDonald's have all expanded into foreign markets through franchising.

Joint ventures

A joint venture is a partnership between a domestic firm and a foreign firm. Both partners invest money and 

share ownership and control of partnership. Joint ventures require a greater commitment from firms than licensing 

or the various other exporting methods. They have more risk and less flexibility.
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A domestic firm may wish to engage in a joint venture for a variety of reasons; for example, General Motors and 

Toyota have agreed to make a subcompact car to be sold through GM dealers using the idle GM plant in California. 

Toyota's motivation was to avoid US import quotas and taxes on cars without any US-made parts.

Direct investment

Multinational organizations may choose to engage in full-scale production and marketing abroad. Thus, they 

will invest in wholly owned subsidiaries. An organization using this approach makes a direct investment in one or 

more  foreign  nations.  Organizations  engaging  in  licensing  or  joint  ventures  do  not  own  manufacturing  and 

marketing facilities abroad.

By establishing overseas subsidiaries, a multinational organization can compete more aggressively because it is 

"in"  the  marketplace.  However,  subsidiaries  require  more  investment  as  the  subsidiary  is  responsible  for  all  

marketing  activities  in  a  foreign  country.  While  such  operations  provide  control  over  marketing  activities,  

considerable  risk is  involved.  The subsidiary  strategy requires  complete  understanding of  business  conditions, 

customs, markets, labor, and other foreign market factors.

US commercial centers 

Another method of doing business overseas has come in the form of  US Commercial Centers8.. A commercial 

center serves the purpose of providing additional resources for the promotion of exports of US goods and services 

to host  countries.  The commercial  center  does so by familiarizing  US exporters  with industries,  markets,  and 

customs of host countries. They are facilitating agencies that assist with the three arrangements just discussed.

US commercial centers provide business facilities such as exhibition space, conference rooms, and office space. 

They  provide  translation  and  clerical  services.  They  have  a  commercial  library.  They  have  commercial  law 

information and trade promotion facilities, including the facilitation of contacts between buyers. sellers, bankers, 

distributors, agents, and government officials. They also coordinate trade missions and assist with contracts and 

export and import arrangements. 

Capsule 9: Review

1. International marketing involves the firm in making one or more marketing decisions across national  

boundaries.

2. The debate between standardization versus customization of the international marketing strategy is  

unsettled; best to consider on a case-by-case basis.

3. There are many reasons to enter an international market led by large market size and diversification. 

4. There are also several reasons to avoid entering international markets, including too much red tape,  

trade barriers, and transportation difficulties.

5. The stages of going international are as follows: exporting, licensing, joint ventures, direct investment,  

US commercial centers, trade intermediaries, and alliances. 

Trade intermediaries

Small manufacturers who are interested in building their foreign sales are turning to trade intermediaries to 

assist  them in the sale  and distribution of  their  products.  These entrepreneurial  middlemen typically  buy US-

produced goods at  15 per cent  below a  manufacturer's  best discount and then resell  the products in  overseas  

markets.  These trade intermediaries  account for  about  10 per cent  of  all  US exports9..  The trade intermediary 
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provides a valuable service to small companies, which often do not have the resources or expertise to market their  

products  overseas.  The  trade  intermediaries  have  developed  relationships  with  foreign  countries;  these 

relationships are time-consuming and expensive to develop.

Alliances

Heineken, the premium Dutch beer, is consumed by more people in more countries than any other beer10. It is 

also the number-one imported beer in America. Miller and Budweiser, the two largest American beer producers, 

have entered into global competition with Heineken, partly because the American beer market has been flat. They  

are doing so by forming alliances with global breweries such as Molson, Corona, and Dos Equis. Heineken has 

responded to the challenge, heavily promoting products such as Amstel Light and Murphy's Irish Stout. Heineken 

has also begun developing an alliance with Asia Pacific Breweries, the maker of Tiger Beer.

The international marketing plan

It  should  be  apparent  by  now  that  companies  and  organizations  planning  to  compete  effectively  in  world  

markets need a clear and well-focused international marketing plan that is based on a thorough understanding of 

the markets in which the company is introducing its products. The challenge, then, of international marketing is to 

ensure that any international strategy has the discipline of thorough research, and an understanding and accurate 

evaluation of what is required to achieve the competitive advantage. As such, the decision sequence in international 

marketing  (see  Exhibit  14)  is  much  larger  than  that  of  domestic  markets.  As  noted  in  the  next  “Integrated 

marketing”, it is also more complicated.

Exhibit 14: The decision sequence in international marketing.
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The corporate level

We begin at the corporate level, where firms decide whether to become involved in international markets and 

determine the resources they are willing to commit. Thus, this stage is primarily concerned with the analysis of 

international markets. Decisions here will be dependent on matching the results of that analysis with the company's 

objectives. These objectives, in turn, will be determined by the many motivating factors we have discussed in the 

earlier sections. The level of resources that the company is willing to commit should be determined by the strategy 

that is needed to achieve the objectives that have been set.

The business level

Business-level  considerations  begin with the assessment  of  the stakeholders  involved in  the business.  It  is 

important to clearly identify the different stakeholder groups, understand their expectations, and evaluate their 

power,  because  the stakeholders  provide  the  broad  guidelines  within  which  the  firm operates.  In  the  case  of 

international  marketing,  it  is  particularly  important  to  address  the  concerns  of  the  stakeholders  in  the  host  

company.

Recall from the chapter “Introducing marketing” that the situation analysis concerns a thorough examination of 

the factors that influence the businesses' ability to successfully market a product or service. The results lead to a 

realistic set of objectives. Conducting a situation analysis in an international setting is a bit more extensive. It not 

only includes the normal assessment of external environmental factors and resources/capabilities, it also includes 

a determination of the level of commitment exhibited by the business, as well as possible methods of entry. These 

last  two factors are interrelated in that a company's level of  commitment to international markets will directly 

influence whether they employ exporting, a joint venture, or some other method of entry.

In turn, level of commitment and method of entry are influenced by the evaluation of environmental factors as  

well as resources and capabilities. The latter audits not only the weaknesses of the company, but also the strengths 

of the company, which are often taken for granted. This is particularly important in international markets; for 

example, customer brand loyalty may be much stronger in certain markets than others, and products may be at the 

end of their life in the domestic market but may be ideal for less sophisticated markets. It is important, too, to 

evaluate the capacity of the firm to be flexible, adaptable, and proactive, as these are the attributes necessary, for  

success in a highly competitive and rapidly changing world.

Undoubtedly, environmental factors have received the most attention from marketers considering international 

markets.

Integrated marketing

Going global takes coordination

Importing technology and the evolution of a global economy has made global marketing a reality for 

many American companies. Larger corporations are not alone in their pursuit of business abroad: 

the US Department of Commerce reports that 60 per cent of American firms exporting products  

today have fewer than 100 employees. American businesses have plenty of reasons to market their 

products in other countries. According to consulting firm Deloitte and Touche, about 95 per cent of  

the world's population and two-thirds of its total purchasing power are currently located outside the 

US.
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Moreover, the decision to distribute products in other countries not only opens new markets, but 

can also greatly expand a company's business. For example, if a US bicycle manufacturer focuses 

only on the US market, it loses the opportunity to increase revenues in countries where bicycles are 

a primary mode of transportation.

Global marketing can also breathe life into a foundering product, and may even extend its lifespan.  

Additionally,  a  foreign  product  often  can  command  a  higher  price  simply  because  consumers 

around the world expect foreign items to cost more.

However, implementing a global strategy requires a great deal of coordination. For example, many 

companies that have successfully built a strong brand in the US have found that their domestic  

identity has little,  if  any, impact  in markets where they are  relatively unknown. An advertising  

campaign is  one way to deal  with this problem. Attaching your corporate identity  to a known,  

respected entity in your target market is another. When FedEx, for example, wanted to increase its 

name  recognition  in  Europe,  the  company  teamed  with  clothing  manufacturer  Benetton,  an 

established name there. FedEx sponsors one of Benetton's formula racing cars in Europe.

Karen  Rogers,  manager  of  key  customer  marketing  at  FedEx,  added  that  sponsoring  events 

domestically  or  internationally  also  gives  a  company  the opportunity  to  meet  with perspective 

customers in a social  setting and affords a series of  spin-offs,  such as promotions and product 

giveaways.

In  distributing  products  globally,  many  American  corporations  team  with  large  multinational 

companies that do not offer competitive products but have the resources and expertise to distribute  

and market those goods. This can be a cost-effective alternative to setting up operations outside the  

US. 

Many small and mid-sized companies that are uncertain whether to open operations in another 

country  investigate  the possibility  of  using an  export  management  company.  These  companies 

typically  provide  services  that  range  from  research  to  negotiating  contracts  with  overseas 

distributors.21

The functional level

Having set the objectives for the company, both at the corporate level and the business level, the company can 

now develop a detailed program of functional activities to achieve the objectives. Following the integrated approach 

employed throughout this text, each of the functional elements (e.g. finance, human resources, research) must be  

considered jointly. The best international marketing strategy is doomed to failure if human resources can not find  

and train the appropriate employees, or research cannot modify the product so that it is acceptable to consumers in 

another  country.  Ultimately,  this  coordination  between  business  functions  is  contingent  on  the  market  entry 

strategy employed as well as the degree of standardization or customization deemed.

21 Sources: Dom DelPrete, "Winning Strategies Lead to Global Marketing Success,” Marketing News, August 18, 

1997 pp. 1-2; Frank Rose, "Think Globally, Script Locally," Fortune, Nov. 8, 1999, pp. 157-161; Lambeth 

Hochwald, "Are You Smart Enough to Sell Globally?" Sales and Marketing Management. July 1998, pp. 53-55; 

Erica Rasmusson, "Global Warning," Sales and Marketing Management, Nov. 2000, p. 17.
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Having integrated at the function level, we next consider integration of the marketing mix elements.

Product/promotion

Keegan11 has highlighted the key aspect of marketing strategy as a combination of standardization or adaptation 

of product and promotion elements of the mix and offers five alternative and more specific approaches to product  

policy:

• One product, one message, worldwide. While a number of writers have argued that this will be the strategy 

adopted for many products in the future, in practice only a handful of products might claim to have 

achieved this already.

• Product extension, promotion adaptation. While the product stays the same this strategy allows for the 

adaptation of the promotional effort either to target new customer segments or to appeal to the particular 

tastes of individual countries.

• Product adaptation, promotion extension. This strategy is used if a promotional campaign has achieved 

international appeal, but the product needs to be adapted because of local needs.

• Dual adaptation. By adapting both products and promotion for each market, the firm is adopting a totally 

differentiated approach.

• Product invention. Firms, usually from advanced nations, that are supplying products to less well-

developed countries adopt product invention. 

Another critical element that is closely aligned with the product and promotion is the brand. Anthony O'Reilly,  

Chairman of H J Heinz, believes that the communications revolution and the convergence of cultures have now set 

the stage for truly global marketing. The age of the global brand is at hand. For example, Heinz was looking to  

expand its 9 Lives cat food brand and Morris the Cat logo into Moscow. Although it is a stable and successful brand 

in  the  US,  testing  and  research  done  by  Dimitri  Epimov,  a  local  marketing  manager  in  Moscow,  led  Heinz  

executives to make a marketing change to ensure the product's success in Russia. Namely, a fatter-looking Morris  

was created for packaging. Another discovery: while Americans tend to treat their kitties with tuna, Russian cat-

lovers prefer to serve beef-flavored food.

As discussed earlier, product positioning is a key success factor and reflects the customer's perceptions of the 

product or service. However, in countries at different stages of economic development, the customer segments that  

are likely to be able to purchase the product and the occasions on which it is bought may be significantly different. 

For example, while Kentucky Fried Chicken (KFC) and McDonald's restaurants aim at everyday eating for the mass  

market in the developed countries, in less-developed countries they are perceived as places for special-occasion 

eating, and are beyond the reach of the poorest segments of the population. The product positioning, therefore, 

must vary in some dimensions. In confirming the positioning of a product or service in a specific market or region,  

it is therefore necessary to establish in the consumer perception exactly what the product stands for and how it 

differs from existing and potential competition by designing an identity that confirms the value of the product.

Pricing

Pricing  products  in  foreign  nations  is  complicated  by  exchange  rate  fluctuations,  tariffs,  governmental 

intervention, and shipping requirements. A common strategy involves a marketer setting a lower price for their  

products in foreign markets. This strategy is consistent with the low income levels of many foreign countries, and 
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the lower  price  helps  to build  market  share.  Pricing  strategies  are  also strongly  influenced by the nature  and  

intensity of the competition in the various markets.

For these reasons, it is important to recognize at the outset that the development and implementation of pricing  

strategies in international markets should follow the following stages:

1. analyzing the factors that influence international pricing, such as the cost structures, the value of the 

product, the market structure, competitor pricing levels, and a variety of environmental constraints

2. confirming the impact the corporate strategies should have on pricing policy

3. evaluating the various strategic pricing options and selecting the most appropriate approach

4. implementing the strategy through the use of a variety of tactics and procedures to set price

5. managing prices and financing international transactions 

Perhaps the most critical factor to be considered when developing a pricing strategy in international markets,  

however, is how the customers and competitors will respond. Nagle 12 has suggested nine factors that influence the 

sensitivity of customers to prices, and all have implications for the international marketer. Price sensitivity reduces:

• The more distinctive the product is; 

• the greater the perceived quality; 

• the less aware consumers are of substitutes in the market;

• if it is difficult to make comparisons; 

• if the price of a product represents a small proportion of total expenditure of the customer;

• as the perceived benefit increases;

• if the product is used in association with a product bought previously;

• if costs are shared with other parties;

• if the product cannot be stored. 

Finally, there are several inherent problems associated with pricing in international markets. Often companies  

find it difficult to coordinate and control prices across their activities in order to enable them to achieve effective 

financial performance and their desired price positioning. Simply, how can prices be coordinated by the company 

across the various markets and still make the necessary profit? Difficulty answering this question has led to two  

serious problems. Dumping (when a firm sells a product in a foreign country below its domestic price or below its 

actual costs) is often done to build a company's share of the market by pricing at a competitive level. Another 

reason is that the products being sold may be surplus or cannot be sold domestically and are therefore already a 

burden to the company. When companies price their products very high in some countries but competitively in 

others, they engage in a gray market strategy. A gray market, also called parallel importing, is a situation where 

products are sold through unauthorized channels of distribution. A gray market comes about when individuals buy 

products in a lower-priced country from a manufacturer's authorized retailer, ship them to higher-priced countries, 

and then sell them below the manufacturer's suggested price through unauthorized retailers.

Considerable problems arise in foreign transactions because of the need to buy and sell products in different 

currencies. Questions to consider are: What currency should a company price its products? How should a company 

deal with fluctuating exchange rates?
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Finally, obtaining payment promptly and in a suitable currency from less developed countries can cause expense 

and  additional  difficulties.  How  should  a  company  deal  with  selling  to  countries  where  there  is  a  risk  of  

nonpayment? How should a company approach selling to countries that have a shortage of hard currency?

Distribution and logistics

Distribution channels are the means by which goods are distributed from the manufacturer to the end user.  

Logistics,  or  physical  distribution management,  is  concerned with the planning,  implementing,  and control  of 

physical flows of materials and final goods from points of origin to points of use to meet customer needs at a profit.

Essentially there are three channel links between the seller and buyer. The first link is the seller's headquarters  

organization, which is responsible for supervising the channel,  and acts as part of the channel itself.  Channels  

between countries represent the second link. They are responsible for getting products to overseas markets and 

payment in return. Finally, the third link is the channel structure (logistics) within countries, which distributes the 

products from their point of entry to the final consumer.

Distribution strategies within overseas markets are affected by various uncontrollable factors. First, wholesaling 

and retailing structure differs widely from one nation to the next. So, too, does the quality of service provided.  

Differences  in  the  size  and  nature  of  retailers  are  even  more  pronounced.  Retailers  more  closely  reflect  the 

economic conditions and culture of that country; many small retailers dominate most of these countries.

Capsule 10: Review

1. The international marketing plan includes concern for: 

a. corporate level considerations-determining the resources to be allocated

b. business level considerations, including:

i. assessment of stakeholders

ii. the situation analysis

c. functional level considerations that delineate the various activities that will achieve objectives

2. The international marketing environment includes concern for: 

a. the social/cultural environment 

b. the political/legal environment 

c. the technological environment 

d. the economic environment 

e. the competitive environment 

Physical  distribution  to  overseas  markets  often  requires  special  marketing  planning.  Many  countries  have 

inadequate  docking  facilities,  limited  highways,  various  railroad  track  gauges,  too  few  vehicles,  and  too  few 

warehouses. Managing product inventories requires consideration of the availability of suitable warehousing, as 

well as the costs of shipping in small quantities.

The international marketing environment

A number  of  factors  constitute  the  international  environment:  social,  cultural,  political,  legal,  competitive, 

economic, plus technology. Each should be evaluated before a company makes a decision to go international.
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The social/cultural environment

The cultural environment consists of the influence of religious, family, educational, and social systems in the 

marketing  system.  Marketers  who  intend  to  market  their  products  overseas  may  be  very  sensitive  to  foreign  

cultures. While the differences between our cultural background in the United States and those of foreign nations  

may seem small, marketers who ignore these differences risk failure in implementing marketing programs. Failure 

to consider cultural differences is one of the primary reasons for marketing failures  overseas. Table 6 provides some 

illustrations of cultural difference around the world. 

This task is not as easy as it sounds as various features of a culture can create an illusion of similarity. Even a  

common language does not guarantee similarity of interpretation. For example, in the US we purchase "cans" of  

various grocery products, but the British purchase "tins". A number of cultural differences can cause marketers  

problems in attempting to market their products overseas. These include: (a) language, (b) color, (c) customs and 

taboos,  (d)  values,  (e)  aesthetics,  (f)  time,  (g)  business  norms,  (h)  religion,  and  (i)  social  structures.  Each  is  

discussed in the following sections. 

Language

The importance of language differences cannot be overemphasized, as there are almost 3,000 languages in the 

world. Language differences cause many problems for marketers in designing advertising campaigns and product 

labels. Language problems become even more serious once the people of a country speak several languages. For  

example, in Canada, labels must be in both English and French. In India, there are over 200 different dialects, and 

a similar situation exists in China.

Colors 

Colors also have different meanings in different cultures. For example, in Egypt, the country's national color of 

green is considered unacceptable for packaging, because religious leaders once wore it. In Japan, black and white 

are colors of mourning and should not be used on a product's package. Similarly, purple is unacceptable in Hispanic  

nations because it is associated with death.

Customs and taboos 

All cultures have their own unique set of customs and taboos. It is important for marketers to learn about these 

customs and taboos so that they will know what is acceptable and what is not for their marketing programs.

Table 6: Illustrations of potential areas of misunderstanding due to differences in cultural norms

In Ireland, the evening meal is called tea, not dinner.

In Asia, when a person bows to you, bow your head forward equal or lower than theirs.

A nod means "no" in Bulgaria and shaking the head side-to-side means "yes”.

The number 7 is considered bad luck in Kenya, good luck in the Czech Republic, and has magical connotations  

in Benin.

Pepsodent toothpaste was unsuccessful in Southeast Asia because it promised white teeth to a culture where 

black or yellow teeth are symbols of prestige.

In Quebec, a canned fish manufacturer tried to promote a product by showing a woman dressed in shorts,  
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golfing with her husband, and planning to serve canned fish for dinner. These activities violated cultural norms.

Maxwell House advertised itself as the "great American coffee" in Germany. It found out that Germans have 

little respect for American coffee.

General Motors' "Body by Fisher" slogan became "Corpse by Fisher" when translated into Japanese.

In German, "Let Hertz Put You in the Driver's Seat" means "Let Hertz Make You a Chauffeur”.

In Cantonese, the Philip Morris name sounded the same as a phrase meaning no luck.

In Hong Kong, Korea, and Taiwan, triangular shapes have a negative connotation.

In Thailand, it is considered unacceptable to touch a person's head, or pass something over it.

Red is a positive color in Denmark, but represents witchcraft and death in many African countries.

Americans usually smile as they shake hands. Some Germans consider smiles overly familiar from new 

business acquaintances. Americans should not say "Wie gehts?" ("How goes it?") It is also too informal for first  

meetings.

If you offer a compliment to a Chinese-speaking person, he or she will decline it, because disagreeing is the  

polite way to accept praise.

Do not say "Merci" ("Thanks") to a French person's compliment. You might be misinterpreted as making fun.

Italians wave goodbye as Americans beckon someone–with palm up and fingers moving back and forth; but in  

Asia, waving with the palm down is not interpreted as goodbye, but rather, "come here”.

Offering gifts when you visit a home is expected in Japan, but in the Soviet Union it may be considered a bribe.  

In Brazil and Portugal, businesspeople like to entertain foreigners in their homes. When it is time to go, the 

host may feel constrained to insist that the foreigner stay. Foreigners should politely take their leave.

Consider how the following examples could be used in development of international marketing programs:

• In Russia, it is acceptable for men to greet each other with a kiss, but this custom is not acceptable in the 

US.

• Germans prefer their salad dressing in a tube, while Americans prefer it in a bottle. 

• In France, wine is served with most meals, but in America, milk, tea, water, and soft drinks are popular.

McDonalds's  Corporation  has  opened  20  restaurants  in  India.  Since  80  per  cent  of  Indians  are  Hindu, 

McDonald's will use a nonbeef meat substitute for its traditional hamburger. The likely beef substitute will be lamb,  

a very popular meat in India. In anticipation of its restaurant openings, McDonald's conducted extensive market  

research, site selection studies, and developed a relationship with India's largest chicken supplier. McDonald's has 

opted to market its product in India, largely because India's population of more than 900 million represents one-

sixth of the world's population.
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Values 

An individual's values arise from his/her moral or religious beliefs and are learned through experiences. For 

example, in America we place a very high value on material well-being, and are much more likely to purchase status  

symbols than people in India. Similarly, in India, the Hindu religion forbids the consumption of beef, and fast-food 

restaurants  such  as  McDonald's  and  Burger  King  would  encounter  tremendous  difficulties  without  product 

modification. Americans spend large amounts of money on soap, deodorant, and mouthwash because of the value 

placed on personal cleanliness. In Italy, salespeople call on women only if their husbands are at home.

Aesthetics

The term aesthetics is used to refer to the concepts of beauty and good taste. The phrase, "Beauty is in the eye of  

the beholder" is a very appropriate description for the differences in aesthetics that exist between cultures. For  

example, Americans believe that suntans are attractive, youthful, and healthy. However, the Japanese do not.

Time

Americans seem to be fanatical about time when compared to other cultures. Punctuality and deadlines are 

routine business practices in the US. However, salespeople who set definite appointments for sales calls in the 

Middle East and Latin America will have a lot of time on their hands, as business people from both of these cultures  

are far less bound by time constraints. To many of these cultures, setting a deadline such as "I have to know next 

week" is considered pushy and rude.

Business norms 

The norms of conducting business also vary from one country to the next. Here are several examples of foreign  

business behavior that differ from US business behavior:

• In France, wholesalers do not like to promote products. They are mainly interested in supplying retailers 

with the products they need.

• In Russia, plans of any kind must be approved by a seemingly endless string of committees. As a result,  

business negotiations may take years.

• South Americans like to talk business "nose to nose". This desire for close physical proximity causes  

American business people to back away from the constantly forward-moving South Americans.

• In Japan, businesspeople have mastered the tactic of silence in negotiations. Americans are not prepared  

for this, and they panic because they think something has gone wrong. The result is that Americans become 

impatient, push for a closure, and often make business concessions they later regret. 

These  norms  are  reflected  in  the  difficulty  of  introducing  the  Web  into  Europe  (see  the  next  “Integrated 

marketing”).

Religious beliefs

A person's religious beliefs can affect shopping patterns and products purchased in addition to his/her values, as 

discussed earlier. In the United States and other Christian nations, Christmas time is a major sales period. But for 

other religions, religious holidays do not serve as popular times for purchasing products. Women do not participate 

in household buying decisions in countries in which religion serves as opposition to women's rights movements.

Every culture has a social structure, but some seem less widely defined than others. That is, it is more difficult to 

move upward in a social structure that is rigid. For example, in the US, the two-wage earner family has led to the  
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development of a more affluent set of consumers. But in other cultures, it is considered unacceptable for women to  

work outside the home.

Integrated marketing

Hooking up in Europe

Everyone in Europe vacations in August, and business is booming at Internet Train, the perhaps 

inappropriately named chain of Internet cafes in Florence, Italy. Just over the Ponte Vechio, the old 

bridge joining the Uffizi art gallery with Pallazo Pitti, there is a small storefront with 20 personal  

computers. Inside, people from around the world peck away at their email, communicating with 

friends and acquaintances from more than a hundred countries–for just ITL 6,000 (about USD 3) 

per half hour.

Thousands of kilometers away in London, near Victoria Station, the scene is much the same. Stelio's  

Haij-Joannu, a Greek shipping tycoon and Internet  entrepreneur,  has created Easy Everything, 

which he claims are the world's largest Internet cafes. Haij-Joannu boasts nine Internet cafes with 

3,900 PCs ready and available. "Easy Everything (easyeverything.com) is wonderful," reports Reade 

Fahs, CEO of London based First Tuesday, a global Internet networking organization. "You call it an 

Internet cafe, but it's much more. Most Internet cafes are about the coffee with computers on the 

side. This is about 400 thin-screen computers in this very cool environment with a little coffee on 

the side."

Of course, the story in Europe goes far beyond email and Internet cafes. They are just the top of the  

innovation revolution sweeping Europe from the North to the South. Consider easyGroup, which 

owns  easyEverything:  easyGroup  includes  easyJet.com  and  easyRentacar.com  (all  properties 

controlled by Haij-Joannu).  EasyJet.com bills itself  as the "Web's favorite  airline" and markets  

itself as it discount airline with steep incentives for buyers to transact online. EasyRentacar.com is  

"the  world's  first  Internet-only  rent-a-car  company,"  he  adds.  He  also  plans  to  start 

easyMoney.com, offering discount mortgages online.

Still,  the  challenges  of  European  Internet  marketing  are  legion.  Putting  a  B2C  (business-to-

consumer) or a B2B (business-to-business) site up in Europe is much more difficult than in the  

United States. Among the many complexities facing pan-European websites are the following:

  (a) developing a site for multiple languages 

  (b) developing a site for multiple currencies 

  (c) providing multilingual customer service 

  (d) shipping across borders in Europe 

  (e) handling the value-added tax (VAT) 

  (f) coping with strict government regulatory issues 

 (g)  recruiting and retaining people in markets that prohibit  or  curtail  stock options and other 

economic incentives22 

22 Sources: Henry Heilbrunn, "Interactive Marketing in Europe," Direct Marketing, March 1998, pp. 98-101 

Michael Krauss, "Europe Forges Ahead with Web Innovations," Marketing News, August 14, 2000, p. 8; 
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The political/legal environment

The political/legal environment abroad is quite different from that of the US. Most nations desire to become  

self-reliant and to raise their status in the eyes of the rest of the world. This is the essence of nationalism. The  

nationalistic spirit that exists in many nations has led them to engage in practices that have been very damaging to 

other countries' marketing organizations. 

For example, foreign governments can intervene in marketing programs in the following ways:

• contracts for the supply and delivery of goods and services 

• the registration and enforcement of trademarks, brand names, and labeling 

• patents 

• marketing communications

• pricing 

• product safety, acceptability, and environmental issues 

Political stability 

Business  activity  tends to grow and thrive  when a  nation is  politically  stable.  When a  nation  is  politically 

unstable, multinational firms can still conduct business profitably. Their strategies will be affected however. Most  

firms  probably  prefer  to  engage  in  the  export  business  rather  than  invest  considerable  sums  of  money  in  

investments in foreign subsidiaries. Inventories will be low and currency will be converted rapidly. The result is that  

consumers in the foreign nation pay high prices, get less satisfactory products, and have fewer jobs.

Monetary circumstances 

The exchange rate of a particular nation's currency represents the value of that currency in relation to that of  

another country. Governments set some exchange rates independently of the forces of supply and demand. The 

forces of  supply and demand set others.  If  a  country's  exchange rate is low compared to other countries,  that  

country's  consumers must  pay higher prices  on imported  goods.  While  the concept  of  exchange rates appears 

relatively simple, these rates fluctuate widely and often, thus creating high risks for exp0rters and importers.

Trading blocs and agreements

US companies make  one-third  of their revenues from products marketed abroad, in places such as Asia and 

Latin  America.  The  North  American  Free  Trade  Agreement  (NAFTA)  further  boosts  export  sales  by  enabling 

companies to sell goods at lower prices because of reduced tariffs. 

Regional  trading blocs  represent  a  group of  nations  that  join  together  and  formally  agree to  reduce  trade  

barriers  among themselves. The Association of  Southeast  Asian Nations  (ASEAN) is  an example of  a  regional 

trading block. The organization is compromised of 10 independent member nations, including Indonesia, Malaysia, 

Thailand, and the Philippines. A free trade agreement within ASEAN member nation allows for the free exchange of 

trade, service, labor and capital. However, a universal implementation of these standards is scheduled for 2020. In 

addition, ASEAN promotes regional integration of transportation and energy infrastructure.

One of the potentially interesting results of trade agreements like ASEAN or NAFTA is that many products  

previously  restricted  by  dumping  laws,  laws  designed  to  keep  out  foreign  products,  would  be  allowed  to  be  

marketed. The practice of dumping involves a company selling products in overseas markets at very low prices, one 

Michael Plogell and Felix Hofer, "No-nos in Europe," Promo, April 2000, pp. 23-24.
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intention being to steal business from local competitors. These laws were designed to prevent pricing practices that 

could seriously harm local competition. The laws were designed to prevent large producers from flooding markets.  

In 2007, about 60 nations had anti-dumping legislation. Those in favor of agreements argue that anti-dumping 

laws penalize those companies who are capable of competing in favor of those companies that are not competitive.

Almost all the countries in the Western hemisphere have entered into one or more regional trade agreements. 

Such agreements are designed to facilitate trade through the establishment of a free trade area, customs union or  

customs market. Free trade areas and customs unions eliminate trade barriers between member countries while  

maintaining trade barriers with nonmember countries. Customs unions maintain common tariffs and rates for 

nonmember countries. A  common market provides for harmonious fiscal and monetary policies while free trade 

areas and customs unions do not. Trade agreements are becoming a growing force for trade liberalization; the 

development of such agreements provides for tremendous opportunities for companies with global operations.

The  creation  of  the  single  European  market  in  1992  was  expected  to  change  the  way  marketing  is  done  

worldwide. It meant the birth of a market that was larger than the United States, and the introduction of European 

Currency  Units  (Euros)  in  place  of  the  individual  currencies  of  member  nations.  Experience  in  multilingual 

marketing would help non-European companies succeed in this gigantic market. With new technologies such as  

multilingual processing programs, it would be possible to target potential customers anywhere in Europe, in any  

language, and in the same marketing campaign.

Progress  toward  European  unification  has  been  slow-many  doubt  that  complete  unification  will  ever  be  

achieved. However, on 1 January 1999, 11 of the 15 member nations took a significant step toward unification by  

adopting the Euro as the common currency. These 11 nations represent 290 million people and a USD 6.5 trillion 

market. Still, with 14 different languages and distinctive national customs, it is unlikely that the European Union 

(EU) will ever become the "United States of Europe”.

Tariffs

Most nations encourage free trade by inviting firms to invest and to conduct business there, while encouraging  

domestic firms to engage in overseas business. These nations do not usually try to strictly regulate imports or  

discriminate against foreign-based firms. There are, however, some governments that openly oppose free trade. For 

example,  many  Communist  nations  desire  self-sufficiency.  Therefore,  they  restrict  trade  with  non-Communist 

nations. But these restrictions vary with East-West relations.

The most common form of restriction of trade is the tariff, a tax placed on imported goods. Protective tariffs are  

established in order to protect domestic manufacturers against competitors by raising the prices of imported goods. 

Not  surprisingly,  US  companies  with  a  strong  business  tradition  in  a  foreign  country  may  support  tariffs  to  

discourage entry by other US competitors.

Expropriation

All multinational firms face the risk of expropriation. That is, the foreign government takes ownership of plants,  

sometimes without compensating the owners. However, in many expropriations there has been payment, and it is 

often equitable. Many of these facilities end up as private rather than government organizations. Because of the risk  

of expropriation, multinational firms are at the mercy of foreign governments, which are sometimes unstable, and 

which can change the laws they enforce at any point in time to meet their needs.
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The technological environment

The level of technological development of a nation affects the attractiveness of doing business there, as well as 

the type of operations that are possible. Marketers in developed nations cannot take many technological advances  

for granted. They may not be available in lesser developed nations. Consider some of the following technologically  

related problems that firms may encounter in doing business overseas:

• Foreign workers must be trained to operate unfamiliar equipment. 

• Poor transportation systems increase production and physical distribution costs. 

• Maintenance standards vary from one nation to the next. 

• Poor communication facilities hinder advertising through the mass media. 

• Lack of data processing facilities makes the tasks of planning, implementing, and controlling marketing 

strategy more difficult. 

The economic environment

A nation's economic situation represents its current and potential capacity to produce goods and services. The 

key to understanding market opportunities lies in the evaluation of the stage of a nation's economic growth.

A way of classifying the economic growth of countries is to divide them into three groups: (a) industrialized, (b)  

developing, and (c) less-developed nations. The  industrialized nations are generally considered to be the United 

States,  Japan,  Canada,  Russia,  Australia  and  most  of  Western  Europe  The  economies  of  these  nations  are 

characterized by private enterprise and a consumer orientation. They have high literacy, modem technology, and  

higher per capita incomes.

Developing nations are those that are making the transition from economies based on agricultural and raw 

materials production to industrial economies. Many Latin American nations fit into this category, and they exhibit 

rising levels of education, technology, and per capita incomes,

Finally, there are many  less developed nations in today's world. These nations have low standards of living, 

literacy rates are low, and technology is very limited.

Usually, the most significant marketing opportunities exist among the industrialized nations, as they have high  

levels  of  income,  one of  the necessary ingredients  for  the formation of  markets.  However,  most industrialized 

nations also have stable population bases, and market saturation for many products already exists. The developing  

nations, on the other hand, have growing population bases, and although they currently import limited goods and 

services, the long-run potential for growth in these nations exists. Dependent societies seek products that satisfy  

basic needs–food, clothing, housing, medical care, and education. Marketers in such nations must be educators,  

emphasizing information in their market programs. As the degree of economic development increases, so does the 

sophistication of the marketing effort focused on the countries.

The competitive environment

Entering an international market is similar to doing so in a domestic market, in that a firm seeks to gain a  

differential  advantage  by investing resources  in  that  market.  Often local  firms will  adopt  imitation strategies,  

sometimes successfully. When they are successful, their own nation's economy receives a good boost. When they 

are not successful, the multinational firm often buys them out.

Japanese marketers have developed an approach to managing product costs that has given them a competitive 

advantage over US competitors. A typical American company will design a new product, then calculate the cost. If  
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the estimated cost is too high, the product will be taken back to the drawing board. In Japan, a company typically 

starts with a target cost based on the price that it estimates the market is most willing to accept. Product designers  

and engineers are then directed to meet the cost target. This approach also encourages managers to worry less  

about product costs and more about the role it should play in gaining market share. Briefly, at Japanese companies 

like Nippon Electric Company (NEC), Nissan, Sharp, and Toyota, a team charged with bringing a product idea to  

market estimates the price at which the product is most likely to appeal to the market. From this first important 

judgement, all else follows. After deducting the required profit margin from the selling price,  planners develop 

estimates of each element that make up the product's cost: engineering, manufacturing sales, and marketing. US  

firms tend to build products, figure how much it costs to build the product, and then ask whether the product can 

be sold at a profitable price. US companies tend not to assess what the market will be willing to pay.

Marketing objectives

Having identified stakeholder expectations, carried out a detailed situation analysis, and made an evaluation of  

the capabilities of the company, the overall marketing goals can be set. It is important to stress that there is a need  

for  realism in  this,  as  only  too  frequently  corporate  plans  are  determined  more  by  the desire  for  short-term  

credibility with shareholders than with the likelihood that they will be achieved.

The process adopted for determining long-term and short-term objectives is important and varies significantly, 

depending on the size of the business, the nature of the market and the abilities and motivation of managers in  

different markets. At an operational level, the national managers need to have an achievable and detailed plan for 

each  country,  which will  take  account of  the local  situation,  explain  what  is  expected of  them and how their 

performance will be measured. Examples of objectives might be:

• financial performance, including return on investment and profitability; 

• market penetration, including sales (by volume and value), market share by product category; 

• customer growth, by volume and profitability; 

• distribution, including strength in supply chain, number of outlets; 

• brand awareness and value; 

• new product introductions and diffusion; 

• company image, including quality and added value (or service). 

The Wall Street Journal 

wsj.com

In practice

International  markets offer  organizations market expansion and profit  opportunities.  However, 

entering  international  markets  poses  risks  and valid  reasons  to  avoid  entering these  markets. 

International  marketing plans must  identify  the benefits  and risks  involved with international  

expansion, and detail the options for entry into the foreign market. 
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Deciding  whether  or  not  to  adjust  its  domestic  marketing  program  is  a  critical  issue  for  any  

organization  planning  to  expand  internationally.  Organizations  must  understand  the  various 

environmental factors affecting international marketing to determine whether a standardized or 

customized marketing mix will be the best strategy. 

The  Interactive  Journal  provides  extensive  information  about  world  business.  On  the  Front 

Section, select World-Wide from the main page. 

World-Wide  focuses on international news and events. You will find information about trade 

agreements, international governing organizations, and regional conflicts in this section. Under the 

Asia, Europe, and The Americas headings, you will find information specific to these regions. 

General news stories, financial markets activity, and technology issues are all discussed as they 

pertain to the specific region. For country specific information, page down to Country News in 

any of the regional sections. Using the drop down menu, you will find links to recent news and 

business articles.

In the  Economy section, you will find an International Calendar of  Economic Events.  On the 

Front Section, select  Economy from the left menu. In this section you will also find articles 

about noteworthy economic developments in various countries.

Travel  news  is  found  in  the  Business  Fare section  of  Marketplace.  Here  you  will  find  a 

Currency Converter as well as travel related business articles.

Deliverable 

Select one major headline in the Asia,  Europe, and The Americas sections. Use the Country 

News menu to select the specific countries discussed and to look for additional information about 

the articles you have chosen. Review the articles and write a one-paragraph synopsis of each.

Questions

➢ How can an organization determine its best option for entering an international market?

➢ What impact do international trade agreements such as NAFTA and international 

governing organizations such as the World Trade Organization have on decisions to  

expand internationally?

➢ Other than the Interactive Journal, what other sources provide relevant information to 

organizations facing international marketing decisions?

➢ What changes do you anticipate in international marketing? What countries will influence 

international trade? 

Summary

Most American firms have discovered that many opportunities exist in international marketing, as evidenced by 

the vast amount of goods exported by US-based firms. There are many reasons why US firms choose to engage in  

international marketing. Perhaps the most attractive reasons are the market expansion and profit opportunities 

afforded by foreign markets. 
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Basic principles of domestic marketing apply to international marketing. However, there are some differences,  

many of  which  are  centered  on environmental  factors  which  affect  international  marketing:  (a)  the  economic  

environment, (b) the competitive environment, (c) the cultural environment, (d) the political/legal environment, 

and (e) technological environment and the ethical environment.

Once a firm has decided to enter a particular foreign market, it must decide upon the best way to enter that 

market. A firm has five basic foreign market entry options, the selection of which depends largely on the degree of  

control that the firms wishes to maintain over its marketing program.

When a firm chooses to market  its  products  internationally,  it  must  decide  whether to adjust its  domestic 

marketing program. Some firms choose to customize their market programs, adjusting their marketing mix to meet  

the needs of each target market. Others use a standardized marketing mix. In making the decision to customize or 

standardize, there is a wide range of possibilities for adapting a firm's product, price, promotion, and distribution  

strategies.

Key terms
International  marketing The  marketing  of  a  company's  products  and/or  services  outside  of  that 
company's home nation. 

Multinational marketing Firms that are involved in marketing as well as production, research, human 
resource management and the employment of a foreign work force.

Dumping A practice in which a firm attempts to sell discontinued products, seconds, or repaired products  
in overseas markets at below domestic prices. 

Exchange rate The value of one nation's currency in relation to that of another country.
Tariff A tax placed on imported goods.

Expropriation The act of a government taking ownership of a firm's plants. 
Indirect exporting Occurs when all of a firm's foreign sales are made through the firm's domestic sales 
department.
Semi-direct exporting Occurs when a firm sells products in foreign markets through agents, merchant 
middlemen, or other manufacturers. 
Combination export manager A domestic agent intermediary that acts as an exporting department for 
several noncompeting firms.
Manufacturers export agent Similar to manufacturer's agents in domestic product setting.

Webb-Pomerene Export Association Two or more firms that compete domestically, but work together 
in exporting their products. 

Piggyback  exporting A  situation  in  which  one  manufacturer  that  has  export  facilities  and  overseas 
channels  of  distribution  will  handle  the  exporting  of  another  firm's  noncompeting  but  complementary 
products. 
Direct exporting Occurs when a firm establishes an export department to sell directly to a foreign firm.

Licensing An agreement in which a firm (licensor) provides some technology to a foreign firm (licensee) by  
granting the firm the right to use the licensor's manufacturing process, brand name, or sales knowledge in  
return for some payment.
Joint venture A partnership between a domestic firm and a foreign firm.

Straight extension The introduction of the same product and the same message in every foreign market.
Communication adaptation A strategy used in foreign markets when the same product can be used to 
satisfy different needs, or if a product is used in a different way in foreign market.
Product adaptation A product is changed to meet individual foreign target market needs.

Questions

➢ What are the reasons a firm might engage in exporting?

➢ How does the economic environment affect international marketing activities?
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➢ How does the cultural environment affect international marketing activities?

➢ How does the technological environment affect international marketing activities?

➢ Briefly describe the major strategies a firm might use to enter a foreign market.

➢ Why are prices often lower in foreign markets than in domestic markets?

➢ What are the differences between straight extension, communication adaptation, product 

adaptation, dual adaptation, and product invention strategies?

➢ What are the reasons why a firm might enter a foreign market by means of a joint venture strategy?

➢ Briefly describe the methods of distribution used by direct exporters.

➢ Why does direct investment in foreign markets afford marketers the greatest degree of control over 

international marketing activities? 

Project

Identify  a  US-made  product  that  is  currently  sold  in  the  US.  Develop  a  marketing  plan  for  this  product,  

assuming they plan to export to Canada.

Case application
Unilever's global brand

Unilever division Unipath is to begin the global rollout of a contraceptive product that has been 15 years in 

secret development and that the company is hailing as a major brand launch.

"The biggest thing to happen to contraception since the 60s," as the UK print and poster ads through Ogilvy &  

Mather Worldwide, London, describes it. Persona is the fruit of tens of millions of dollars investment.

"This is going to be a big Unilever brand," said Senior Brand Development Manager, Susannah Day, at its UK  

launch,  backed  by  a  USD  7.8  million  marketing  campaign  that  also  includes  an  Internet  site,  a  free  phone 

"careline”, retailer training, point of purchase displays, and direct mailings to the medical profession. Ogilvy and  

Mather (O&M), a Unilever roster agency, was appointed in 1995 to create ads that would work internationally.

First evidence that all this was not mere launch puffery came at Unilever's results meeting, when co-chairman 

Niall FitzGerald revealed sparkling sales and awareness statistics and details of the product's march just into Italy  

and Ireland and then into the Netherlands, Scandinavia, and Germany.

In the first  few weeks of the UK launch,  Persona was the biggest  selling item by value in the 1,247 stores  

nationwide of Boots–the retailer through which the brand was exclusively launched–and it achieved 55 per cent  

consumer awareness within a month. In pre-launch research among hundreds of women in the UK and Germany,  

30 per cent said they were likely to buy the product.

"We expect Persona to be a mainstream form of contraception in most markets in Europe and the US," notes Ms 

Day. Plans are to take the brand into 20 countries by 2000, including Australia and ultimately, it is expected to go  

on sale worldwide. This occurred in July of 2000.

Persona works by measuring a woman's hormone levels via home urine tests and revealing the days in a month  

when she is least at risk of becoming pregnant. An electronic monitor records the days in a woman's cycle. On the  

mornings when a test is required, a yellow light flashes, asking for a stick carrying a urine sample to be inserted into  
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the monitor. After the hormone level is measured, either a red light denoting high risk or a green light denoting low 

appears. Reliability is claimed to be 95 per cent-the same as condoms. 23

Questions

➢ What will be some of the problems Persona faces as it enters markets outside of Europe?

➢ The initial monitoring machine costs USD 78, plus USD 16 a month for the sticks. Will these costs 

present problems?
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