Chapter 13—Designing Global Market Offerings 

Overview

Companies can no longer focus only on their domestic market, no matter how large the market. Many industries are global industries, and their leading firms achieve lower costs and higher brand awareness. Protectionist measures can only slow down the invasion of superior goods; the best company defense is a sound global offense. At the same time, global marketing is risky due to shifting borders, unstable governments, foreign exchange problems, technological pirating, high product- and communication-adaptation costs, and other factors. The steps in going international include: 

1. Understand the international marketing environment, particularly the international trade system. In considering a particular foreign market, the firm must assess the economic, political, legal, and cultural characteristics. 

2. Consider what proportion of foreign to total sales to seek, whether to do business in a few or many countries, and what types of countries to enter. 

3. Decide which particular markets to enter, and this calls for evaluating the probable rate of return on investment against the level of risk. 

4. Decide how to enter each attractive market. Many companies start as indirect or direct exporters and then move to licensing, joint ventures, and finally direct investment; this company evolution has been called the internationalization process. 

5. Decide on the extent to which the product, promotion, price, and distribution should be adapted to individual foreign markets. 

6. Develop an effective organization for pursuing international marketing. Most firms start with an export department and graduate to an international division. A few become global companies, which means that top management plans and organizes on a global basis. 

Learning Objectives

After reading the chapter the student should understand:
· The importance of international markets

· The riskiness of international markets

· How to make international marketing decisions

· Differing entry strategies

· Differing marketing organizations
Chapter Outline

I. Introduction: competing on a global basis

II. Deciding whether to go abroad—consider factors that might draw a company into the international arena 

A. Pro—global exposure, counterattack to home attacks, higher profits/margins for international, reduce dependence, international servicing domestic customers

B. Con—understand overseas preferences, foreign business culture, underestimate foreign regulations and costs, lack managers with international experience, commercial laws/currency/political/expropriation problems

III. Deciding which markets to enter—firm should define its international objectives and policies

A. How many markets to enter

B. Regional free trade zones

1. the European union

2. NAFTA

3. Mercosul

C. Evaluating potential markets

1. Where to start—psychic proximity

2. Risk variables—high rank on market attractiveness, low in market risk, competitive advantage

IV. Deciding how to enter the market 

A. Indirect and direct export 

1. Indirect—work through independent intermediaries to export products

2. Direct—company handles its own exports, through a domestic department, overseas sales branch, traveling reps, or foreign-based distributors/agents

B. Licensing—sell a foreign company the rights to your manufacturing process, trademark, patent, trade secret, etc., for a fee

C. Joint ventures—join with local investors to share ownership and control

D. Direct investment—direct ownership of foreign-based operations

E. Internationalization process: 

1. No regular export activities

2. Export via independent reps 

3. Establishment of one or more sales subsidiaries

4. Establishment of production facilities abroad

V. Deciding on the Marketing Program

A. Product—straight extension, product adaptation, product invention

B. Promotion—communication (promotion) adaptation, dual (product and promotion) adaptation

C. Price—uniform price, market-based price, cost-based price

D. Place (distribution channels XE "Channels" )—links include seller’s international marketing headquarters, channels between nations, and channels within nations

VI. Deciding on the marketing organization 

A. Export department—firm ships goods to other countries.

B. International division—firm becomes involved in several international markets and ventures

C. Global organization—firm no longer thinks of itself as a national marketer,  all management and staff are involved in worldwide pursuits

VII. Summary
Lecture 1—Winning in the Global Consumer Marketplace

This lecture and discussion focuses on product development strategy in a global marketing setting. 

Teaching Objectives

· To stimulate students to think about the critical issues, pro and con, for a firm when it considers international or global market development 

· Points to consider in evaluating global markets 

· The role of global marketing strategies and policies in helping the firm achieve a balanced international corporate and brand strategy and to plan possible actions for the future 

Discussion  

Introduction and Background—the Global Shaving Legacy

Gillette, the $10 billion Boston-based consumer products giant, has for more than 100 years built a corporate culture around finding better ways to remove unwanted hair from human beings. In addition, Gillette is as much a part of the American lifestyle as Campbell Soup and Coca‑Cola.

Gillette also sells Duracell batteries, Braun appliances and Parker pens around the world. Still, blades and razors are the bedrock of Gillette’s global branding effort. Like other great marketers, Gillette simply knows its customers better than its competitors. It tests, measures and rates products and preferences ceaselessly around the world. 

The company has parlayed its focus on its marketplace, and its unmatched ability to forecast what men and women will buy, into a 72 percent market share in both the United States and Europe. This dominance is born from a relentless pursuit of better shaving technologies, a willingness to invest whatever is required to manufacture its products effectively, with an integrated marketing strategy that works everywhere.
BLADE HISTORY

· In 1971, Gillette dramatically changed the shaving marketplace when it introduced TracII, the first twin‑blade razor with two parallel blade edges housed in a single cartridge. 

· With Atra in 1977, Gillette increased performance and pressed its “comfort and closeness” marketing line with an innovative pivoting head. During the same time period, Gillette fought with Bic, the French company that developed Good News, the first twin‑bladed disposable.

· By the mid‑1980s, with disposable razors taking up a whopping 50 percent of the market, Gillette executives decided to break out of what they saw as a dead‑end strategy. With disposables, the razor had become a commodity, and the buying decision was based solely on price and convenience. For a company like Gillette, this was a debilitating situation. 

· Gillette needed a differentiator, a product upon which the brand could be elevated and market share substantially increased. Rather than compete on the existing playing field, Gillette simply created a new category, the shaving system, and took control of it while at the same time eroding the market share of the disposables category.

· In 1990, after 10 years of research and development, Gillette introduced the Sensor twin‑blade shaving system. As with TracII and Atra, the blade cartridges were disposable. But there was more. With blades mounted on springs that allowed the razor to adjust to a man’s face as he shaved, Sensor raised the shaving bar to new heights. The shave really was better—significantly better. The design not only produced markedly closer shaves but also brought Gillette out of the disposables morass and back into an indisputable leadership position.

Gillette, never a firm to rest on its laurels, decided that if two blades could produce a close shave, three blades could do even better. In order to insure that consumers would not simply scoff at three blades as a marketing gimmick, the shave had to be demonstrably better. The goal: “The closest shave ever in fewer strokes—with less irritation.”
Like other great marketing companies, Gillette acknowledges that product quality is the core value proposition around which everything else swirls. “If you have a significantly and demonstrably superior product or service, it really is quite meaningful.”

“Procter & Gamble has traded on the same concept. When they introduce a new and improved product, it really is new and improved. It really solves a personal problem. What Gillette has done is develop a new technology that worked. The tougher task is getting people to try it.”

Many superior technologies have slipped away, unnoticed and unrewarded, in the history of consumer products. At Gillette, gaining consumers’ confidence is an art form. Getting them to try a new product and offering a “reason to believe” has never been better orchestrated than with Mach 3. The first and most important step is creating a clear value proposition for the consumer.

New Product Goals

For a new product that a firm wishes to take global, the value proposition has to be compelling, succinct and easily understood by a vast consumer base around the world. The value has to be there for a wide cross section of shavers, from the serious system user to the disposables user. It has to work for the blue‑collar worker in Des Moines as well as the executive in Milan.

Not surprisingly, men around the world crave the same thing: a close, clean, comfortable shave without nicks and cuts. Most men take between 100 and 500 strokes when they shave, often going over the same area again and again. So a bridge was needed to get from the idea of a close shave to a less irritating shave. Add to that mix the disposables user, who values the quickness of a shave

Accordingly, the Gillette value proposition, a proposition that sounded so simple and obvious, was in fact a “Eureka” revelation inside Gillette. With this statement, all marketing efforts would have a common foundation upon which to build. Gillette could not only woo its own Sensor Excel customers to move up, but it could also grab market share among disposables users. 

“If you don’t put it into language that gives a promise of something better, people won’t try it,” says a Gillette manager. “But if you can create an appeal that gets them to try the product, the product will sell itself.”

· Enter the Mach 3—before the Sensor

In May1994, several months before Gillette shipped the highly successful Sensor Excel razor in the United States, marketing plans were already under way for the product that would succeed the Sensor Excel. That month, four Gillette marketing executives met with B.B.D.O., the firm’s advertising agency, to set the marketing agenda for a new razor that would render Sensor Excel all but obsolete. That new razor, which would later be named Mach 3, was introduced with the attendant fanfare in the summer of 1998.

· Marketing Lessons from the Razor Business

At Gillette, there is no such concept as getting ahead of yourself. New products go on the drawing board as much as a decade before they are introduced. When it comes to blades and razors, Gillette is not content with merely having an innovative product. The company has also turned marketing into a quantitative science, pouring time and resources into marketing plans that are almost military in their precision and implementation.

· Mach 3 and the Global Market

The Mach 3 shaving system is a blend of leading‑edge technology and constant consumer testing; it took seven years and $750 million to develop. The first industrial design of the sleek new razor existed in 1993. 

The product was named two full years before it was first shipped. The efforts were so secretive that the directors, including billionaire and major shareholder Warren E. Buffett, were not allowed to see the product until nine months before its launch.

Gillette has poured another $300 million into marketing the new product, making Mach 3 the world’s only billion‑dollar razor, but the results soon were off the chart. Sales of the Mach 3 far surpassed Sensor and Sensor Excel, and both of those razors dominated the market in their day, and exceeded even Gillette’s lofty expectations. Despite the skepticism of some in the financial press, who felt the new razor was gimmicky and too expensive, in just six months Mach 3 became the top‑selling razor and blade in North America and Europe. If success can be choreographed, Gillette has done it.

Going Global

Gillette’s vaunted marketing machine is actually the sum of many parts, all tied inextricably together by time-honored traditions within the company. The goal of the Horizon Committee, for example, is capture the future, looking five to 20 years ahead for what the hair removal experience is likely to be. Even today, Gillette is looking beyond wet shaving to lasers and other forms of technology for potential products.

To Gillette’s chief executive, the company looks at the world “as one nation,” and global product positioning is expected and required. The Mach 3 gave Gillette a distinct advantage; the company had essentially been there before. The company’s experience with both the Sensor and the Sensor Excel created a template for the manufacturing and global market and promotion of a shaving system. Sensor was so successful that had turned the company’s earnings around and set off a string of straight profitable quarters at Gillette. The lessons were clear:

Because the product would probably take off immediately, manufacturing had to insure that it had enough capacity to avoid shortages at the outset.

To facilitate a smooth global introduction of all packaging, point of sale and other promotional and support material had to be the same, simply translated into 30 languages for other geographies.

In the same vein, all marketing and advertising was based on a single campaign released in every market, with only minor local adjustments and translations.

Pricing needed a built‑in elasticity, but by carefully testing the concept with consumers, Gillette fixed a profitable price point based on the expected number of blades per user per year.

Planning the 4 Ps

The plans were thorough, coordinated and highly secretive. Like a military strike, a global introduction had to be carefully planned and orchestrated to be successful. Gillette had introduced Sensor in all of its markets in just 18 months. But Mach 3 would be completely introduced around the globe in less than one year. 

For Gillette, the faster the product is in the market globally, the faster existing Gillette customers will trade up to the new product and the faster new users will be drawn from competitors. Such quick‑strike thinking not only leads to better financial results, but prevents competitors from thwarting Gillette’s efforts in remote markets before the product is shipped.

They had many name options, such as Vector, Synchro and Triad. But the eventual name had to work as well in Germany and Latin America as it did in North America. Thousands of one‑on‑one interviews around the world with consumers confirmed that the name Mach 3 would fly. Keeping it a secret became a CIA–like operation, with all executives required to sign confidentiality agreements—telling spouses was strictly verboten—and no one was exempt.

By 1996, specific plans started to come together. The task force drew up advertising budgets, capital costs, sampling costs and formulas for achieving more profit per user per year. In this manner, Gillette developed the strategic business plans for 1997 and eventually 1998.

Gillette has always carefully tracked blade usage. With the Atra razor, men used an average of 30 to 32 blades a year. The number dropped to the high 20’s with Sensor, and, because of its superior performance, the number was expected to drop even more for Mach 3. Based on these estimates, the company set out pricing strategies. 

Based on the success of Sensor, priced at a 25 percent premium over the previous offering, Gillette was extremely aggressive in its pricing for Mach 3.  Mach 3 was priced 35 percent higher than Sensor Excel—at $6.49 to $6.99 for the razor and a similar increase for blades, but consumers did not blink. In their consumer‑use test study, they asked questions about what consumers would be willing to pay. As they increased the price, the preference actually improved. That was a first. 

Global Marketing—Advertising/Packaging/Promotion

To orchestrate the product unveiling successfully, Gillette followed strict guidelines about all advertising, marketing and promotion. Everything from packaging to point‑of‑sale displays to retail sales guidelines was created with a single audience in mind rather than individual geographies.

All packaging, point‑of‑sale displays and support materials were the same around the world. The color scheme, an aqua green, and all typefaces and design elements are also the same. Mach 3 packages from Spain, Germany, Britain and Italy were identical except for the language on the package. The company purposely keeps the number of words on the front of the package to a minimum to avoid the need for design alterations to the packaging. 

Gillette knows its markets intimately. For countries like Italy and Spain, where many stores are small, Gillette created a special display for the Mach 3. More than 100,000 of these displays were sold in the first six months after the premiere. 

Even the television and radio advertising is the same. A single Mach-3 television commercial used in all countries. Though some local production had to be done in certain markets, the commercial is essentially the same everywhere—male models have to have faces that are “acceptable” in all regions.

By creating a single look and feel to the entire global campaign, the Mach 3 achieved a branded look almost instantaneously. A believer in big‑budget advertising, Gillette seeks to surround the consumer with its message, embracing every medium, from television to billboards to the Internet. It stepped up its public relations efforts for Mach 3 and received 10 times as many mentions in the media, called share of voice, for the product rollout as it had for Sensor. 

To obtain share of voice in certain key markets they know they have to do things different. For example, they spent more in Italy than Germany. The Italian market is much more devoted to disposable razors, so they concentrated more media in Italy. With Sensor, Gillette used basically a television plan, with heavy television advertising. With Mach 3, they used more print, outdoor, radio and the Internet. It was more of a multifaceted media effort. 

As a result, the Mach 3 will be “advertising driven” for its first two years and then, as the product becomes entrenched in the marketplace, advertising efforts will slow while a sampling campaign commences. Research shows that 75 percent of Mach 3 sales go to Sensor Excel users who are moving up to the new product. 

To win over disposable users, sampling is crucial. From their focus groups they learned that many customers are dedicated disposable users until they receive a Sensor in the mail. 

What Is Next—Another Winner?

By early 1999, Mach 3 blew away the skeptics and became the type of whirlwind success that product developers and marketers dream about. The Mach 3 easily supplanted the Sensor Excel as the No.1 brand on the market. In fact, it took Sensor two years to reach the sales level that Mach 3 achieved in six months.

Mach 3 razors already have a 15 percent market share in the United States and as much as 17 percent in Italy. It took Sensor two full years to reach that market share.

Gillette expected a 20 percent to 30 percent market share for Mach 3 razors and blades over the next two years, and it now sells more than a billion blades annually around the world. For a follow-up, Gillette recognized an opportunity to move Mach 3 into the women’s market, much as it did with Sensor.

In a competitive global economy, Gillette understands that every consumer it can get to try a new product sooner is one less customer who is likely to get away. 

Possible Discussion Questions

· What makes Gillette so good? Innovation or execution? 

· Does Gillette follow or create markets?

· What are the primary marketing tools behind Gillette’s success?

Lecture 2—Making Decisions in a Complicated International Marketplace 

This lecture focuses on development data required for making decisions needed to achieve various international marketing strategy goals and objectives.  The format utilized here will assist student learning in the domestic as well as international marketing environment.  

It is critically important today to prepare thoroughly before attempting to tackle the global marketplace. There are many difficulties in finding useful data for making international marketing decisions. The prospects, however, for the medium- and long-term global marketing environment make it almost impossible for a firm that is serious about the future to ignore the international market.

Teaching Objectives

· To stimulate students to think about the critical issues in international marketing analysis and research 

· Points to consider and steps to take in proceeding with a global marketing data acquisition program

· Become more aware of specific marketing policy and strategy planning needs in the international marketplace

Discussion

Introduction

During the 1950s and 1960s, market research became increasingly important in the U.S. marketplace. Businesses started to rely heavily on market research to make decisions about asset allocation. Businesses today are at that same point in the international market. Many firms, however, remain hesitant and uncertain about how to define and enter the international market. This is where international marketing research enters the process. The bottom line for any business is resource allocation. Knowledge about where potential market growth exists, and understanding the consumers in those markets, is the foundation for making solid decisions about international market resource allocation.

Most companies realize that going global is more important than ever before and that they can no longer avoid it. In order to be successful in the global marketplace, firms need a global strategy. That strategy must enable them to assess global opportunities, carry out distribution and advertising, and maintain a tracking system to evaluate their efforts. International market research is the key to the development of global strategies. 

International Research for Developing Global Marketing Strategy

For the firm that has a research department that is knowledgeable about international research and large enough to do the necessary coordination among countries, evaluating a new international marketing opportunity is not a big deal.If the firm does not, however, have this capability, it must either turn to a marketing research firm with familiarity and experience in the global market, or it has to develop the capability in-house. Because international research is expensive and because of the cost of making a mistake can be even more expensive, this is an important decision. 

There are more differences than similarities between international and domestic market research, so it is appropriate to consider the differences first. Most of the differences occur in the up-front stages of the research process rather than in the execution. Obtaining consensus within the firm on several key questions is the first step. These questions include: What is the problem? How should the problem be approached? What kind of research should be used? What is the research design and how do we utilize the research? Who pays for the research within the company? 

These are just a few of the critical issues that must be addressed before taking on a major international research effort.

The Design Stage and Data Development

The design stage is first substantive step. Here the sponsor company can think “domestically” because just as when the firm is conducting research in the United States, the focus should be on what it wants to accomplish, overall, in the program. Clearly, these design decisions are critical to achieve the project goals. There is no easy answer here, and each project will vary considerably.

In order for it to be comparable, international research must be standardized in terms of concepts and issues. This can be accomplished by having one central coordinator design and analyze the data across countries. Another way to keep data and analysis consistent across countries is to have a “traveling” focus group leader, one person who leads the focus groups in all of the study countries. Another option is to have one person who is involved in all the group interviews. Either of these options can be expensive and difficult to implement, but they are worthwhile in the long run.

Of course, the fewer the number of countries involved in the research design, the more focused the results.The firms, however, must go where the problem exists. If the goal is to know more about consumers in Japan, then the research must be done in Japan.

Conducting Research Across Boundaries

There are considerable differences between international qualitative and quantitative research. When doing qualitative research internationally, it is important to be very careful about the composition of focus groups. In most countries outside the United States, there are clear distinctions and rules of behavior between income levels, age groups, and even gender. Accordingly, in a mixed group, younger people are likely to defer to older people, and women are likely to defer to men. Developing a mixed focus group is something that firms generally do not have to worry about in the United States, but in international research the best results occur only if participants are of similar demographic backgrounds. 

There are other cultural differences that complicate qualitative research. For example, the interviewer must always be alert to “yea saying.” In many cultures, it is considered discourteous to disagree or to speak openly. As a result, respondents will try to figure out what they think the interviewer or the sponsor company wants to hear, and give that as their response. On the other hand, in some countries such as Norway, you will always get a response. Culturally, there is no such thing as “no answer,” and that response will always be honest, no matter what.

Quantitative research also can become complicated in the international marketing environment. Questions about brand preference, or how much and how often a consumer buys a certain product, just do not apply in the former Eastern Bloc countries. Those countries are still struggling with shortages of goods, so people will buy what they can, when they can.

International Marketing Research as a Career Field 

It is a specialized field now and will remain so for quite some time because of the number of new developing countries. In these emerging economies, good research will be a nightmare, and expensive. The challenges in international research are enormous and complex, but if the firm is aware of them, knows about them in advance, builds them into the corporate planning and coordination effort, keeps an open mind, and listens to the locals. At this point, the problems can be addressed and execution carried off effectively. 

International Data Sources in the Twenty-first Century 

Deciding which markets to enter abroad requires much information and a willingness to accept risk. To reduce the risk, it is appropriate to develop a number of international data sources.  There are several proprietary (and expensive) international databases, but the National Trade Data Bank (U.S. Dept. of Commerce), the United Nations and the Organization of Exporting Developed Countries (OEDC) are among the better, and more reasonably priced, sources.

Use of the Internet and other on-line or CD ROM capabilities makes the search much easier than before. International marketing research, however, generally cannot be done entirely on the Internet and requires intensive analysis of many different information sources and formats, on-line and in print. In addition, there are diverse locations for various information sources. This is especially true with the development of marketing decision support systems. The objective of such systems is to collect, interpret, and present data for international marketing research, and the results are far superior to what they were even a few years ago.

An international decision support system operates on the basis that firms need a decision-making tool to work from the information collected inside and outside the firm as to the market and the competitive environment. Various universities and research organizations have international marketing decision support systems and expert systems to help the prospective exporter and international marketer research the global marketplace. Schools such as Michigan State, Indiana University and the University of Texas have developed these or similar programs. 

There are four major steps in the international marketing decision support system research process:

· Determine basic data about the company and its product(s)

· Use import statistics to determine one or more countries with potential markets

· Analyze each of these countries in detail

· Evaluate each country and compare the results with other potential global markets

Expert systems provide an additional level of capability in international marketing research, enabling the researcher to minimize research time, provide access to a wide variety of information sources and apply expert knowledge to the data.  Expert systems include literally hundreds or thousands of questions, but typically they address the following areas:

· Does the region, industry and/or firm have the ability to develop a “global” mentality or attitude?

· Does the product fit an identifiable international niche or market opportunity? 

· Is the prospective or current firm willing to spend considerable time and effort to assess, test and cultivate the new international markets? 

· Is the firm fully aware of its strengths and weaknesses compared to the competition it will find beyond the home environment?

Research Levels for Expert Systems

To implement this structure into an expert system, a fairly high level of detail will have to be specified.  Each step focuses on a certain issue relevant for a country evaluation.  The order is determined by interviewing several marketing experts. Every step should be interpreted as a research effort dealing with a unique issue.  The steps should be structured from broad to more detailed research issues and to identify the different steps as “research levels”.  These issues or levels may include the following: 

1. General product assessment 

2. Specific product assessment 

3. Economic environment 

4. Socio/cultural environment 

5. Political and legal environment

6. Geographic environment 

7. Export/import data and analysis 

8. Product marketability 

9. Trade shows opportunities

Research levels one and two are applied to screen different countries and regions to determine potential international markets. Levels three to six analyze specific issues regarding the foreign market. Levels seven and eight provide the researcher with detailed information about the foreign market, and level nine would include dates and addresses for trade shows and distributors.

Research Level Structure

Through the use of the different research and search levels, a general pattern of potential actions can be specified in order to ensure a successful end result. For each research level there are certain questions relating to the company and the product that will provide specific needed information. Before conducting country or regional research, information regarding the company and its products must be developed to ascertain the general situation in the foreign market. For example, product category and related information will enable the researcher to evaluate the tariff and legal considerations for the product in the target market.

After clarifying information needs, data can be retrieved based on the research level. Even if the task is clearly formulated, this step in the marketing research effort normally creates problems. The general question that has to be answered can be formulated to determine the location of information. The company internal database usually can to guide the user to the most valuable information sources. The different interfaces of the system can be used to access information directly through Internet, CD-ROM, fax, or on-line database services.

The next step includes the evaluation of the data to rank the countries on a scale from very export favorable to export unfavorable. After retrieving the appropriate detailed information to make a final evaluation.  

The researcher can evaluate different topics during the search and calculate an overall ranking score for each country. By summarizing the information about a target market into a single number, different countries can be compared easily. Weighting the various factors compensates differences in location or history.  All entered and retrieved data is stored in a format that allows the user to stop and start the research as many times as necessary.  The system also provides the functionality to create a final report.

The planning approach and supporting database works on the premise that effective data collection and analysis will enable firms to assess international trade potential by first applying an importance weight and a ranking to each of the internal and external business considerations related to the region.  Following this step the researcher could sum the scores before working with the company to make a decision on where to place its global marketing priorities. 

Marketing and Advertising

1. 
Kellogg’s ready-to-eat breakfast cereals are sold in many countries, including Germany, as the ad in Figure 1 shows. This ad highlights an in-package prize promotion rather than the taste or nutrition of the featured cereals. Kellogg’s Frosties and Kellogg’s Pops bear a strong resemblance to the U.S. products Kellogg’s Frosted Flakes and Kellogg’s Corn Pops.
a. 
Neither Kellogg’s Frosties Spice nor the cell-phone logos featured in this ad are available in the United States. Therefore, which of the five international product and promotion strategies does Kellogg’s appear to be using?

b. 
Which of the ten commandments of global branding are being applied in this ad? Why are these appropriate for Kellogg’s international strategy?

c. 
Can Kellogg be considered a global firm? Can ready-to-eat breakfast cereals be considered a global industry? Explain.

Answer
a. 
Kellogg’s is using dual adaptation, adapting both the product and the promotion to the German market. Frosties Spice is a variation of Frosted Flakes, and offering cell-phone logos in the package is a variation of other in-package prizes that Kellogg’s has offered in the United States and other countries.

b. 
Kellogg’s understands the similarities in consumer behavior, because cereal eaters in many countries like to look for in-package prizes. It also is balancing standardization and customization by using the basic cereal adapted to local tastes and the basic packaging adapted to the local language and including local promotional copy and graphics. Finally, it is leveraging its valuable brand elements, including the look and color of the Kellogg’s logo and trademarked cereal names, plus well-known brand mascots and identifiable graphics.

c. 
Yes, Kellogg’s can be considered a global firm, because it operates in numerous countries and creates production, marketing, R&D, reputation, and other advantages not available to single-country competitors. Ready-to-eat breakfast cereals can definitely be considered a global industry, because the relative positions of General Mills, Kellogg’s, and other giant competitors are affected by their overall international operations and advantages.

2. 
The ad in Figure 2 announces that HSBC, which is based in London, provides financial services (such as corporate banking, commercial lending, and personal banking) through 6,500 branches serving 29 million customers in 79 nations.

a. 
Which distribution channels does HSBC have to use to make its financial services available to customers around the world?

b. 
Do you think HSBC’s financial services would tend to be more standardized or would they tend to require considerable adaptation for each country? Why?

c. 
Does HSBC’s global branch system represent a market entry strategy of licensing, joint venture, direct investment, or direct exporting?

Answer
a. 
HSBC goes beyond its international headquarters in London to use its local branches as channels within foreign nations to reach financial services customers. This allows local customers to make deposits and withdrawals and use many other services that can only be provided in-person. Because of HSBC’s international presence, however, the bank can also offer financial services for consumers and businesses that need to cross national borders, such as foreign exchange.

b. 
HSBC’s basic banking services would probably tend to be standardized, because checking accounts do not need to differ from country to country. Yet banking laws and regulations often vary from country to country, so HSBC would have to adapt its products and operations as necessary to meet local requirements.

c. 
HSBC’s branch system represents direct investment, because the bank itself owns either the lease or the building in which each branch operates. This also helps HSBC build its reputation as a good corporate citizen in each locality,                         

because the bank is supporting the local economy and participating in the community more fully than if it was not using direct investment.
Online Marketing Today

Marketers participating in global e-commerce need to speak the languages and understand the customs and interests of their target customers. For example, the main Reebok.com Web site has links to country-specific sites for the United Kingdom and France. The Reebok brand name is prominently displayed on all three sites, but the specific products and promotions being highlighted differ from country to country. 

Point your Web browser to the Reebok site (www.reebok.com), examine the U.S. site, then visit the U.K. and French sites. Bearing in mind the ten commandments of global branding, what differences and similarities do you notice when browsing these three Reebok sites? How does Reebok leverage key brand elements on-line? Which of the sites (if any) allow on-line purchases? What conclusions can you draw about Reebok’s on-line balance of standardization and customization and its balance of global and local control? 

Answer
Although all three sites will change from time to time, students should notice that the Reebok brand and logo appears on all three. The sites do not all have exactly the same look, and they generally feature different products and promotions. However, when Reebok has a particularly hot new product, it may feature that product on more than one of these sites. The distinctive letters of the Reebok brand and the exciting sports-related graphics are common brand elements that the company uses in print and on-line marketing. When this book went to print, the U.S. site was referring buyers to other retailers’ sites; the French site had a retail store locator; and the U.K. site had a link to a Reebok on-line store. Apparently, Reebok is using standardization for brand elements and some products and promotions but customizing its on-line marketing to local tastes, distribution arrangements, and government regulations. The differences among the three sites also suggest that Reebok allows some local control of on-line content, although the branding and products appear to be globally available and therefore under headquarters control.
You’re the Marketer: Sonic PDA Marketing Plan

Global marketing offers a way for companies of all sizes to grow by expanding their customer base beyond the domestic market. The complexities of global marketing, however, demand careful planning and proper implementation.

As Jane Melody’s assistant, you are researching non-U.S. markets for Sonic’s first personal digital assistant product. Review the data you previously collected and your other recommendations for Sonic’s marketing plan. Then answer these questions about how Sonic can approach global marketing:
· Should Sonic use exporting, licensing, joint ventures, or direct investment to enter the Canadian market? To enter other markets?

· If Sonic wants to start marketing a PDA in other countries, which of the international product strategies is most appropriate? Why?

· What international markets seem most promising for Sonic? Using online or print sources (such as the Global Edge Web site at http://globaledge.msu.edu/ibrd/ibrd.asp or the U.S. Business Advisor at http://www.business.gov), identify at least one foreign market that Sonic could consider entering.

· Is global standardization or adaptation most appropriate for Sonic’s entry into the market(s) identified above? To answer, you will have to research electronics standards in the chosen market(s) as well as consumer behavior and competitive products. How can you collect such data?

· What brand partnerships might be of most value to Sonic in entering one or more global markets? Why? 

When you have examined potential global markets and strategies, summarize your ideas and additional research needs in a written marketing plan or enter them into the Markets, SWOT and Issue Analysis, Marketing Strategy, and Marketing Research sections of the Marketing Plan Pro software. 

Answer 

Sonic should begin by exporting its products to other countries, minimizing the risk, investment and commitment. This also allows the company to evaluate response and, if warranted, stop selling in one or more countries. Sonic must consider some adaptation, because of variations in electrical standards around the world. Also, consumers in other countries may have different needs and preferences, and the competition in PDAs is likely to vary in each market, which will affect Sonic’s marketing efforts. Collecting this data may require contacting numerous sources, such as major distributors, import-export specialists, and U.S. trade agencies.

Because of proximity, Sonic should consider exporting to large North American markets such as Canada and Mexico, depending on the state of each country’s economy and the local distribution and competitive situation. Shipping PDAs to these markets is less expensive than shipping to overseas markets. Also, Canada and Mexico are major U.S. trading partners and therefore Sonic can get considerable assistance from U.S. government sources. Through research, students may be able to identify other promising markets. Remind students to review Sonic’s mission, objectives and goals, and other strategy elements to be sure that global expansion fits with its direction and resources. 

Sonic may be able to work with well-known software and hardware companies when entering foreign markets. If these companies make products for the Sonic PDA, such as a phone adapter or financial software, Sonic could mount a joint promotion to leverage the power of both brands. Another option is to work with a local cell phone service provider to jointly promote the wireless communication features of Sonic PDAs. Students may offer other creative ideas, as well.

Marketing Spotlight: Coca-Cola  

The most recognized brand name in the world got its start in an Atlanta pharmacy, where it sold for five cents a glass. The name Coca-Cola, registered as a trademark on January 31, 1893, was based on two of the drink’s ingredients: extracts from coca leaves and the cola nut. In its early days, when the drink contained a form of cocaine, a drug made from coca leave extracts, the Coca-Cola was marketed as an “Esteemed Brain Tonic and Intellectual Beverage.” The company’s first president, Asa Candler, was a savvy businessman who implemented numerous marketing strategies to increase consumption. At Candler’s behest, the company printed coupons offering complimentary first tastes of Coca-Cola, and outfitted distributing pharmacists with clocks, calendars, and scales bearing the Coca-Cola brand. The drink soon became a national phenomenon; by 1895, the company had established syrup plants in Chicago, Dallas, and Los Angeles. 

Coca-Cola expanded beyond the American borders in the early 1900s into numerous countries including Cuba, Puerto Rico, and France. In the 1920s, Coca-Cola pursued aggressive global branding, finding creative placements for its logo such as on dogsleds in Canada and on the walls of bullfighting arenas in Spain. 

During World War II, the U.S. Army shipped bottles of the beverage abroad to supply American soldiers in Europe and Asia. Its popularity throughout the world was fueled by colorful and persuasive advertising that cemented its image as the “All-American” beverage. When the Vietnam War tarnished the American image, Coke developed more globally aware advertising. In 1971, the company ran its legendary “I’d like to buy the world a Coke” television spot, in which a crowd of children sang the song from atop a hill in Italy. Coke’s moves into formerly restricted markets, such as China in 1978 and the Soviet Union in 1979, bolstered its image as a global company. By 1988, Coca-Cola was voted the best known and most admired brand in the world.

One ad agency executive said, “There are about two products that lend themselves to global marketing—and one of them is Coca-Cola.”

Still, Coca-Cola did not institute a uniform marketing program in each of its global markets. Rather, the company often tailored the flavor, packaging, price, and advertising to match the tastes in specific markets. For example, Coke’s famous “Mean Joe” Green TV ad from the United States—in which the tired, weary football star reluctantly accepts a Coke from an admiring young fan and then unexpectedly tosses the kid his jersey in appreciation—was replicated in a number of different regions using the same format but substituting famous athletes from those regions (e.g., ads in South America used the Argentine soccer star, Maradona, while those in Asia used the Thai soccer star, Niat). Additionally, local managers were assigned responsibility for sales and distribution programs of Coke products to reflect the marked differences in consumer behavior across countries. In Spain, Coke has been used as a mixer with wine; in Italy, Coke is served with meals in place of wine or cappuccino; in China, the beverage is served at special government occasions. The company used the phrase “think global, act local” to describe its marketing strategy during the 1990s. 

Today, Coca-Cola conducts business with more than 230 brands in 200 countries. More than two-thirds of Coca-Cola’s revenues come from outside the United States, a fact which makes the company vulnerable to downturns in international economies, as evidenced by shallow earnings during the global economic upheaval in the late 1990s. In response to the depressed sales brought by international recessions, the company pursued a restructuring plan that would recast the beverage giant as “a collection of smaller, locally run businesses.” When Douglas Daft took over as chairman and CEO in 2000, he expressed his desire for Coca-Cola managers to adopt a new mantra: “think locally and act locally.” 

Sources: “The Story of Coca-Cola,” www.coca-cola.com; Betsy McKay, “Coca-Cola Restructuring Effort Has Yet to Prove Effective.” Asian Wall Street Journal, March 2, 2001; Andrew Marshall, “Focus: Can They Still Sell the World A Coke?” The Independent, June 20, 1999.

Questions 

1. What is the primary basis for Coke’s past international marketing success? Is it only advertising? 

2. Given the growing political and economic uncertainty, what changes can Coke make to it’s global marketing strategy?

3. What is the real meaning of “think locally and act locally”? Can and should this marketing philosophy always work? Why?  

Suggested Responses

1. Many will say that it is the level of advertising, but the better answer may be the consistent and effective, locally oriented global marketing, aimed carefully at targeted markets around the globe. Coke and other brands have become leaders in their product categories by understanding consumer motivations and desires and by creating relevant and favorable image associations. There is nothing fly-by-night in such activities.

2. Coca Cola has struggled since the late 1990s to find new direction(s) against the rise of new global competition, nationalism and various internal management philosophies arguing for new and different marketing directions and/or activities. Accordingly, some analysts have argued it may be time for Coke to look for new direction(s), especially in marketing and advertising because it appeared that during the past few years Pepsi consistently introduced more innovative and creative marketing campaigns. 

It may be useful to note to the class that Interbrand’s annual list of the 100 most valuable global brands shows that 62 of them are U.S. based. American companies account for nine of the 10 most powerful brands in the world (Coca-Cola, Microsoft, IBM, General Electric, Intel, Disney, Ford, McDonald’s and AT&T). The irony is that in most areas where there have been some of the more strident anti-American attacks, especially in Muslim regions, those attacks are against locally-owned companies. Many of the restaurant chains, such as KFC and McDonalds, for example, operate on a franchise basis. Thus, while the brand may be global, the business itself is locally owned. 

3. The phrase (“think globally, act locally”), in the original Coke setting, was designed to achieve effective planning and strategy at the global level, with tactics and application at the local level. The new concept (think and act locally) argues for a much more decentralized decision-making and application process. The “pro” to this is that it places more responsibility and control at the local level, but the “con” is that it also enables much more diverse and often divisive attitudes and actions that may in the end actually detract from the ultimate corporate goal. 

It is easy to argue that in this day of increasingly nationalistic orientation, that if local franchises of multinational firms like Coke are owned and operated at the local level there will be much more support and less likelihood of local political and social interference. If, however, operational control is largely separated from the more centralized corporate management, the end result can be very different, and possibly negative.  
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