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CHAPTER 6

GLOBAL ASPECTS OF MARKETING

CHAPTER OBJECTIVES AND SUMMARY
1.
To define domestic, international, and global marketing   Domestic marketing covers a firm’s efforts in its home country. International marketing involves goods and services sold outside a firm’s home country. 

2.
To explain why international marketing takes place and study its scope   

3.
To explore the cultural, economic, political and legal, and  technological environments facing international marketers   

4.
To analyze the stages in the development of an international marketing strategy   In developing a strategy, a firm may stress exporting, joint ventures, or direct ownership of operations. Each approach has a different commitment, resource needs, control, risk, flexibility, and profit range.

When deciding on which and how many foreign markets to enter, a company should consider several factors. These include cultural and language similarities with the home market, the suitability of the standard of living, consumer demand, its own available resources, and so on.

A firm may use standardized (global), nonstandardized, or glocal marketing. Its decision would depend on the differences among the nations served, which marketing elements can be standardized, the size of each market, and the possibility of regional adaptation.

                                                  LINDELL’S CHAPTER NOTES

6-1    OVERVIEW
A.
Today, worldwide international business transactions account for trillions of dollars in revenues each year.

B.
Virtually every country is engaged in international business. The United States, for example, has more than $2.5 trillion dollars in annual exports and imports of goods. In many countries, the marketplace contains a wide variety of foreign firms competing with domestic ones.

C.
Regardless of the size of a company, where it operates, whether it markets goods or services, and whether it is profit- or nonprofit-driven, it is important that it understand the key international marketing concepts and devise and enact an appropriate strategy.

D.
Domestic marketing encompasses an organization’s efforts in its home country.

E.
International marketing involves marketing goods and services outside the organization’s home country.

F.
Global marketing is an advanced form of international marketing in which a firm engages in marketing efforts in many foreign countries.

6-2    WHY INTERNATIONAL MARKETING TAKES PLACE
A.
The reasons why individual countries and firms are engaging in greater international marketing are shown in Figure 6-3.
B.
Comparative advantage states that countries have different strengths and weaknesses based on natural resources, climate, technology, labor costs, and/or other factors. They benefit by exporting goods and services with which they have relative advantages and importing the ones with which they have relative disadvantages.

C.
Economic and demographic trends vary by country; some are stagnant, while others are growing.

D.
Competition in the home market may be intense. Examples are provided.

E.
Products may be in different stages of the product life cycle in different countries.

F.
International marketing can provide for the disposal of discontinued merchandise, seconds, and manufacturer remakes.

G.
Tax advantages may be possible with international marketing.

6-3    THE SCOPE OF INTERNATIONAL MARKETING
6-4    THE ENVIRONMENT OF INTERNATIONAL MARKETING
A.

See Figure 6-4 for the major cultural, economic, political and legal, and technological environments facing international marketers.

6-4a    THE CULTURAL ENVIRONMENT
A.
A culture consists of a group of people sharing a distinctive heritage.

B.

Table 6-1 illustrates the errors a firm engaged in international marketing may commit as a result of a lack of awareness about foreign cultures.

C.
Cultural awareness can be improved by employing foreign personnel in key positions, hiring experienced marketing research specialists, locating offices in each country of operations, studying cultural differences, and responding to cultural changes. (ETHNOCENTRICISM)

6-4b    THE ECONOMIC ENVIRONMENT
A.
The economic environment indicates a country’s present and potential capacity for consuming goods and services.

B.
The standard of living refers to the average quantity and quality of goods and services owned and consumed in a country. 

C.
The Gross Domestic Product (GDP) is the total value of goods and services produced in a country each year.

6-4c    THE POLITICAL AND LEGAL ENVIRONMENT
A.
The political and legal environment differs in each country.

B.
Nationalism refers to a country’s efforts to become self-reliant and raise its stature in the eyes of the world community. It frequently leads to tight restrictions on foreign companies and seeks to help domestic firms.

C.
Government stability needs to be measured on the basis of policies and orderliness in installing leaders.

D. Trade restrictions involve the following:

1. Tariffs, taxes on imports.

2. Quotas, limits on the amount of products that can be imported.

3. Embargoes, bans on specific products. (An embargo is the strictest form of trade quota.)

4. Local content laws, requiring local production and components.

Examples are provided regarding various countries’ use of trade restrictions.

E.
Trade barriers have been reduced through GATT (General Agreement on Tariffs and Trade) and other agreements.

1.
From its inception, GATT talks helped lower tariffs on manufactured goods. About 115 nations participated in GATT.

2.
But member nations got bogged down because trade in services, agriculture, textiles, and investment and capital flows was not covered; and GATT let members belong to regional trade associations with fewer trade barriers among the nations involved in those associations than with those not involved.

F.
On January, 1 1995, after eight years of difficult negotiations, GATT was replaced by the World Trade Organization (WTO).

1.
About 140 nations have joined the WTO, whose mission is to open up international markets even further and promote a cooperative atmosphere around the globe.

G.
An economic community promotes free trade among its member nations—but not necessarily with nonmember nations. There are two leading economic communities.

1.
The European Union (EU), also known as the Common Market, consists of Austria, Belgium, Denmark, Finland, France, Germany, Great Britain, Greece, Ireland, Italy, Luxembourg, the Netherlands, Portugal, Spain, and Sweden.

2.
On January 1, 1994, the North American Free Trade Agreement (NAFTA) was enacted, creating an economic community that links the United States, Canada, and Mexico.

3.
The NAFTA community and the EU are about the same size in both total GDP and total population.

6-4d    THE TECHNOLOGICAL ENVIRONMENT
A.
Technology advances vary around the world. For example, outside the United States, cable television is quite limited.

6-5    DEVELOPING AN INTERNATIONAL MARKETING STRATEGY
6-5a    COMPANY ORGANIZATION
A.
The three basic international organizational formats—exporting, joint venture, and direct ownership—are compared in Figure 6-6.

B.
With exporting, a firm reaches international markets by selling products made in its home country directly through its own sales force or indirectly via foreign merchants or agents. It represents the least commitment.

C.
With a joint venture, also known as a strategic alliance, a firm combines efforts with those of a foreign company. Examples of firms engaged in international joint ventures are provided. See Figure 6-7. A joint venture can take place through one of the following:

1.
Licensing, whereby a foreign firm is given the right to a manufacturing process, trademark, patent, and/or trade secret in exchange for a commission, fee, or royalty.

2.
Contract manufacturing, by which a firm agrees to have a foreign partner make its products locally.

3.
Management contracting, by which a firm acts as a consultant to foreign companies.

4.
Joint ownership, whereby a firm produces and markets products in partnership with a foreign firm.

D.
With direct ownership, a firm fully undertakes and controls all international operations.

E.
Two or more organizational formats can be combined. 

6-5b    MARKET ENTRY DECISIONS
A.
There are a number of factors to consider in deciding which and how many foreign markets to enter.

6-5c    STANDARDIZING PLANS
A.
The international marketing program may or may not be standardized.

6-5d    PRODUCT PLANNING
A.
In a straight extension strategy, a firm makes and markets the same products for domestic and foreign sales.

B.
With a product adaptation strategy, domestic products are modified to meet foreign language needs, taste preferences, climates, electrical requirements, laws, and/or other factors. It is the most frequently used strategy in international marketing. See Figure 6-8.

C.
With backward invention, a firm appeals to developing and less-developed nations by making products less complex than the ones it sells in its domestic market.

D.
In forward invention, new products are developed for foreign markets. See Fig 6-9.

6-5e    DISTRIBUTION PLANNING
A.
International distribution planning encompasses the selection and use of resellers and the physical movement of products.

6-5f    PROMOTION PLANNING
A.
International promotion strategy can be global, nonstandardized, or glocal. See LPC’s Matrix or Figure 6-11. 

1.
Some degree of standardization is often desirable because of an overlap of readership, listeners, and viewers.

2.
Many countries have cultural differences that would not be satisfied through standardized ads.

3.
Most companies use a glocal approach.

6-5g    PRICE PLANNING
A.
Standardized pricing is difficult because of taxes, tariffs, and exchange charges.
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