International marketing
Syllabus: Explain how marketing plans and activities vary in organizations that operate in an international context and develop an appropriate marketing mix.

Introduction

· Expansion into international markets is one of the more common ways of fulfilling growth and market development objectives.
· One of the many misunderstandings in the business environment is that international marketing is exclusively for large organizations.

· As an international marketing manager the demands on you will present an interesting challenge as you strive to understand the cultural diversity of doing business in other countries.
Why go international?

Intensity of local competition

There may be less intensity of competition overseas

Saturated domestic market

Businesses might not be able to sustain competitive advantage and market share

Product life cycle differences

International markets provide new opportunities for the same product

Excess capacity

When operating below optimal capacity, overseas markets help firms reach economies of scale

Comparative advantage

Advantage might be skills based, technology based, and access to raw materials

Financial reasons

These might include investment incentives, availability of venture capital and grants from local authorities.

Organizational issues

Organizations involved in mergers or acquisitions may find that their partners in the product have international operations, of which they then become a part.

Levels of international marketing

The decision to exploit international marketing opportunities will be a strategic one; it will be linked to corporate and financial goals and will involve considerable financial risk and will require primary and secondary research.
· Domestic Market Extension
         (Ethnocentric)

· Multi-Domestic Market
          (Polycentric)

· Global Marketing
                      (Geocentric]
Domestic Market Extension (Ethnocentric)

Sales of domestic products in int. markets, Domestic orientation, International Market secondary little adaptation of product or marketing mix

Multi-Domestic Orientation (Polycentric)
Separate operations in each country - production, marketing etc. 

Different strategies and marketing mixes

Global-Marketing Orientation   (Geocentric]
Views the world as one market. Develop product and marketing strategies for world markets. Standardize as far as possible, adapt where necessary.

The international marketing environment

The challenges will be across the whole range of the marketing mix, not just the traditional elements of pricing, distribution and advertising, but also the 3Ps of the services mix, which will present significant challenges for the marketer.
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Social & cultural factors
Cultural differences are very significant, with considerations of religion, languages, education, symbols – these differences are often termed as cultural gaps. 

Legal environment

Domestic laws in the home country, Local domestic laws International laws  
Economic environment
Developed countries, high GDP, good infrastructure, education... e.g.  European nations, North America, Canada etc .Less developed countries, low GDP, poor infrastructure, literacy rates etc. e.g. Ethiopia Emerging economies, BRIC nations  Currency/interest rate risks e.g. high interest rates and strong currency make exports expensive  
Political

International markets can be significantly erratic and volatile politically. There can be political barriers to trade e.g. UK and Zimbabwe.

Technological environment
The biggest single influence of recent times on international trade has to be the Internet and the technological revolution. With the evolution of satellite and digital and mobile/video phone technologies, the marketplace has become much more accessible, with access costs falling.

Know your markets

· International research is complex and difficult to manage. It is very costly and time-consuming and the outcome is not always very meaningful.

· The key to successful market entry is to ensure that markets are scanned and analyzed, and comprehensive market profiles are built up and detailed country studies undertaken

There are two components to marketing research
· The need to understand customers and their buying behaviour

· The need to understand the marketing and operating environment.
The key functions an international market researcher should undertake:

Scanning international markets to identify and analyze the opportunities 

· This will include looking at accessibility, profitability and market size of existing markets, latent markets and potential markets.

Building marketing information systems to monitor international environment trends and patterns of trade 

· This includes the collection of primary and secondary data and ongoing external audits to monitor the pace of change or the stability of the host economy.

 Carrying out primary research for specific reasons 

· This would include potentially carrying out test marketing and measuring the feasibility and viability of trading in the host country as well as the impact that this trade would have on the marketing mix and the implications of changing the mix to meet a range of different customer needs.
Understanding the external marketplace
There are some specific market performance indicators in relation to key economic indicators [and PEST] that you might need to ascertain the position of. They include:

· Population size and growth

· Population density and concentration

· Population age and distribution

· Disposable income and income distribution

· Economic activity – where is the concentration of economic/financial generation?

These indicators will highlight to you the economic position of the country and its status in relation to its level of development, e.g. emerging economies or less developed economies, such as India or Ethiopia.

Other indicators include areas such as:

· Natural resources

· Topography

· Climate

· Energy and communication

· Urbanization

· Differential inflation levels.

Clearly, understanding these indicators will give you a broad brush picture of the state of the host nation you are considering, which provides a sound basis on which to judge the level of perceived risk in market entry.

Market entry strategies

· The company objectives in relation to the size and value of the market

· The financial resources required to commence trading

· The existing marketplace

· The level of competition that exists

· The nature and characteristics of the market

· Pricing issues

· The nature of the product/service

· Timings.

Licensing 

· A contract that enables a second party, the licensee, to produce products or service. 

· The advantages include a low level of commitment, reduced market entry costs and the ability to enter smaller markets in a more cost-effective way.
· 
Disadvantages could include being tied into a long-term relationship, particularly if conflict evolves, and competition from the licenser.
Agents 

· Agents are effectively overseas sales personnel, who operate in a range of markets on behalf of different organizations. 

· Agents will usually work on a retainer basis with commission or on a commission basis

· Agents should be selected for their financial strength, their contacts within the host country, the nature and extent of their relationships with organizations and their skills, abilities and resources.
Franchising

· Is paying for the right to a proven business model and support e.g. McDonald’s, KFC and Pizza Hut. The franchisor gives the franchisee access to his product/service knowledge in the form of a master or branch franchise.
Company acquisition

· This actually refers to gaining market entry by buying an existing company in the country where you wish to trade.
· You are buying an existing going concern and therefore the infrastructure is in place, but the financial risk involved is considerable.
Wholly owned subsidiary

· This means that the organization will effectively set up a fully fledged business overseas which is a very expensive option.
Joint venture 

· This might be in the form of buying into an existing business or entering some form of cooperative agreement.

· There are many advantages of this process, as organizations share market research, product development, marketing planning and implementation, capital and resources both human and financial.

· There are also many disadvantages, such as trust with the other partner, differences in aims and objectives and strategies.

Potential barriers to entry
Barriers are based on PEST and 3C’c 

· Trade barriers

· Transportation difficulties

· Lack of trained personnel

· Lack of export incentives

· Unfavorable conditions overseas

· Payment problems

· Language barriers.

The implications on marketing plans
· Product

· Pricing

· Place

· Promotional mix
Product

· Trademark and patenting agreements for overseas

· Local and international safety standards

· Customer needs, wants and expectations in relation to the product

· Fit with existing product portfolio

· Whether or not it should be standardized or adapted for local use.

· Manufacturing Technology / requirements – home and abroad 

· Technical support  & After-sales support
Pricing

Strategic considerations
· Cost based approach? 
· Competition based approach?

· Market based approach?

Influences

· Exchange rates

· Interest rates

· Taxes

· Tariffs

· Distribution 

· Elasticity 

Place

The following points should be taken into account:

· Set-up costs of the channel and members

· Level of investment required

· Level of incentive required

· Synergy with the local/domestic channels

· Management and control of the overall process.

Promotional mix

There are many challenges to be faced under this banner. These include:

· Language

· Image

· Relationships

· Corporate identity

· Product image

· Company image

· Methods of advertising

· Tolerance of advertising

· Marketing ethics

· Available media

· Adult literacy levels

It is highly likely that the organization will need to develop a range of different marketing and promotional mixes to match the host country’s market.

Globalization

So far there has only been limited success in developing a standardized global marketing strategy.

It has been suggested that the only likely place for this type of strategy to really succeed is on the Internet, where the world is a global village. The same product, price, distribution channel and promotional campaign are used across the globe.
Standardization versus adaptation

An organization seeking to globalize would have to consider standardizing almost all of the following elements:

· 4Ps 3 service Ps  

Moving towards a standardized marketing mix has no guarantee of success in all markets.
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