                 International   Business                      Huang Huiping

Chapter 10  Global Marketing and R&D
Learning Objectives:  (课堂教学目标)  

· Explain why it make sense to vary the attributes of a product from country to country.
· Articulate why and how a firm’s distribution strategy might vary among counties.

· Identify why and how advertising and promotional strategies might vary among counties.

· Explain why and how a firm’s price strategies might vary among counties.

· Discuss how the globalization of the world economy is affecting new-product development within the international business firm.
Content and Schedule : (本章主要内容与学时计划)
· Opening case 15’

· Debate 1 Standardization vs. Differentiation 20’
· Debate 2 Global Market vs. Market Segmentation 20’
· Debate 3 Distribution/Place 30’
· Debate 4 Communication/promotion 30’
· Debate 5 Pricing 30’
· Debate 6 New product vs. R&D 30’
Special Attention(重点与难点) 
重点 : 4ps
难点 : R&D and New product Strategy
Teaching Design  (主要教学方法) 
· Case studies

· Discussion in the class

· Practice in Business Plan
10.0 Intro.
The marketing mix (the choices the firm offers to its targeted market) is comprised of:

· product attributes

· distribution strategy

· communication strategy

· pricing strategy 
Firms try to perform marketing and R&D activities so they will reduce the costs of value creation and add value by better serving customer needs.

However, firms are constrained by the need to reduce costs, while at the same time be responsive to local conditions.
10.1 The Globalization Of Markets And Brands
· Theodore Levitt argued that world markets were becoming increasingly similar making it unnecessary to localize the marketing mix 
· Levitt’s theory has become a lightening rod in the debate about globalization

· The current consensus is that while the world is moving towards global markets, cultural and economic differences among nations limit  any trend toward global consumer tastes and preferences

· In addition, trade barriers and differences in product and technical standards also limit a firm's ability to sell a standardized product to a global market 

	Internet Extra: 
Cadbury Schweppes operates in many countries around the world.  The company sells some products in virtually the same way in some markets, but sells entirely different products that fill a similar need in other markets.   Go the company’s site {http://www.cadburyschweppes.com/EN}.  Click on Our Brands.

Pick a couple of products and see where they are sold.  What conclusions can you draw from your findings?  For example, are the countries all former British colonies that may have similar cultural preferences?  

Next, to see when new brands were developed or acquired, and to see how the company has changed some product names, go to Brand History.  Finally, click on Brand Websites.  Pick a brand.  Then go to a couple of countries and explore the sites for the brand.  For example, compare the site for Cadbury in the U.S. to Cadbury in the U.K.  How are the sites the same?  How are they different?  Is the product line the same in both countries?  How about packaging?   What do your findings imply about pressures to be locally responsive? 


10.2 Market Segmentation
· Market segmentation involves identifying distinct groups of consumers whose purchasing behavior differs from others in important ways
Markets can be segmented by:

· geography

· demography

· socio-cultural factors

· psychological factors  

Firms need to be aware of two key market segmentation issues:
1. the differences between countries in the structure of market segments

2. the existence of segments that transcend national borders 

· When segments transcend national borders, a global strategy is possible 

	Management Focus:  Marketing to Black Brazil
Summary
This feature explores how companies are marketing to Brazil’s black population.  Although Brazil is home to a sizable racial minority, to date companies have essentially ignored the market segment.  Now however, companies are beginning to target the group using products and promotions specifically developed for the market.
Suggested Discussion Questions
1. Describe the differences between the black population in the U.S. and the black population in Brazil.  What are the implications of these differences for the culture as a whole?   
2. How has Unilever targeted the black population in Brazil?  How does the company’s strategy in Brazil differ from its strategy in other countries?  What does your response tell you about Unilever’s overall global marketing strategy? 


10.3 Product Attributes
· A product is like a bundle of attributes

· Products sell well when their attributes match consumer needs

· If consumer needs were the same everywhere, a firm could sell the same product worldwide

· But, consumer needs vary from country to country depending on culture and the level of economic development
10.3.1 Cultural Differences
Countries differ along a range of cultural dimensions including:
· tradition

· social structure

· language

· religion

· education

While there is some cultural convergence among nations, Levitt’s vision of global markets is still a long way off 

10.3.2 Economic Development
· A country’s level of economic development has important marketing implications
· Consumers in highly developed countries tend to demand a lot of extra performance attributes

· Consumers in less developed nations tend to prefer more basic products

10.3.2 Product And Technical Standards
· Levitt’s notion of global markets does not allow for the national differences in product and technological standards that force firms to customize the marketing mix 
10.4  Distribution Strategy 
· A firm’s distribution strategy (the means it chooses for delivering the product to the consumer) is a critical element of the marketing mix  

· How a product is delivered depends on the firm’s market entry strategy

· Firms that manufacturer the product locally can sell directly to the consumer, to the retailer, or to the wholesaler

· Firms that manufacture outside the country have the same options plus the option of selling to an import agent
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Figure: A Typical Distribution System
10.4.1 Differences Between Countries
There are four main differences in distribution systems:
1. Retail Concentration 
· In a concentrated retail system, a few retailers supply most of the market

· In a fragmented retail system there are many retailers, no one of which has a major share of the market

· Developed countries tend to have greater retail concentration, while developing countries are more fragmented

2. Channel Length
· Channel length refers to the number of intermediaries between the producer and the consumer

· When the producer sells directly to the consumer, the channel is very short

· When the producer sells through an import agent, a wholesaler, and a retailer, a long channel exists

· Countries with fragmented retail systems tend to have longer channels, while countries with concentrated systems have shorter channels

· The Internet is helping to shorten channel length as is the emergence of large stores like Wal-Mart and Tesco 

3. Channel Exclusivity
· An exclusive distribution channel is one that is difficult for outsiders to access

· Japan's system is an example of a very exclusive system

4. Channel Quality
· Channel quality refers to the expertise, competencies, and skills of established retailers in a nation, and their ability to sell and support the products of international businesses  

· The quality of retailers is good in most developed countries, but is variable at best in emerging markets and less developed countries

· Firms may find that they have to devote considerable resources to upgrading channel quality

10.4.2 Choosing A Distribution Strategy
· The choice of distribution strategy determines which channel the firm will use to reach potential consumers
· The optimal strategy depends on the relative costs and benefits of each alternative   

· Since each intermediary in a channel adds its own markup to the products, there is generally a critical link between channel length and the firm's profit margin

· So, when price is important, a shorter channel is better

· A long channel can be beneficial because it economizes on selling costs when the retail sector is very fragmented, and can offer access to exclusive channels

10.5 Communication Strategy 
· Communicating product attributes to prospective customers is a critical element in the marketing mix 
· How a firm communicates with customers depends partly on the choice of  channel 

Communication channels available to a firm include 

· direct selling

· sales promotion

· direct marketing

· advertising

10.5.1  Barriers To International Communication
· International communication occurs whenever a firm uses a marketing message to sell its products in another country  
The effectiveness of a firm's international communication can be jeopardized by: 

1. Cultural Barriers – it can be difficult to communicate messages across cultures
· A message that means one thing in one country may mean something quite different in another

· To overcome cultural barriers, firms need to develop cross-cultural literacy, and use local input when developing marketing messages 

2. Source and Country of Origin Effects 
· Source effects occur when the receiver of the message evaluates the message on the basis of status or image of the sender  

· Firms can counter negative source effects by deemphasizing their foreign origins

· Country of origin effects refer to the extent to which the place of manufacturing influences product evaluations   

3. Noise Levels
· Noise refers to the amount of other messages competing for a potential consumer’s attention

· In highly developed countries, noise is very high

· In developing countries, noise levels tend to be lower

10.5.2 Push versus Pull Strategies
Firms have to choose between two types of communication strategies:
· a push strategy emphasizes personnel selling

· a pull strategy emphasizes mass media advertising

The choice between the strategies depends upon:

1. Product Type and Consumer Sophistication
· Firms in consumer goods industries that are trying to sell to a large market segment usually use a pull strategy

· Firms that sell industrial products typically prefer a push strategy 

2. Channel Length

· A pull strategy can work better with longer distribution channels 

3. Media Availability
· A pull strategy relies on access to advertising media

· When media is not easily available, a push strategy may be more attractive

In general, a push strategy is better:
· for industrial products and/or complex new products

· when distribution channels are short

· when few print or electronic media are available 

A pull strategy is better:

· for consumer goods products

· when distribution channels are long

· when sufficient print and electronic 

	Management Focus: Unilever—Selling to India’s Poor
Summary
This feature explores Unilever’s innovative global marketing strategy.  Unilever maintains a substantial presence in many of the world’s poorer nations where low-income levels, unsophisticated consumers, illiteracy, a fragmented retail distribution system, and unpaved roads make marketing difficult.  Still, the company has managed to succeed thanks to its efforts to customize its marketing strategy to the local market.      
Suggested Discussion Questions
1. Discuss the effects of India’s culture on each of the components of Unilever’s marketing strategy.  What can Unilever learn from its experiences in India?
2. Is Unilever’s strategy in India a push strategy or a pull strategy?  Explain.




10.5.3 Global Advertising 
· Standardizing advertising worldwide has both pros and cons
Standardized advertising makes sense when:

· it has significant economic advantages

· creative talent is scarce and one large effort to develop a campaign will be more successful than numerous smaller efforts

· brand names are global

Standardized advertising does not make sense when:
· cultural differences among nations are significant

· country differences in advertising regulations block the implementation of standardized advertising

Some firms have been trying tactics to capture the benefits of global standardization while responding to individual cultural and legal environments

So, some features of a campaign are standardized while others are customized to local markets

10.6  Pricing Strategy
· International pricing is an important element in the marketing mix
There are three issues to consider:

· The case for price discrimination

· Strategic pricing

· Regulations that affect pricing decisions 

10.6.1 Price Discrimination
· Price discrimination occurs when firms charge consumers in different countries different prices for the same product 
· Firms using price discrimination hope it will boost profits

For price discrimination to work:

· the firm must be able to keep national markets separate

· different price elasticities of demand must exist in different countries

· The price elasticity of demand is a measure of the responsiveness of demand for a product to changes in price
· When a small change in price produces a large change in demand, demand is elastic 

· When a large change in price produces only a small change in demand, demand is inelastic 

· Income level and competitive conditions are the two most important determinants of a country’s elasticity of demand for a certain product 

· Typically, price elasticities are greater in countries with lower income levels and larger numbers of competitors

Figure : Elastic and Inelastic Demand Curves
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10.6.2  Strategic Pricing 
Strategic pricing has three aspects: 
1. Predatory Pricing
· Predatory pricing involves using the profit gained in one market to support aggressive pricing designed to drive competitors out in another market

· After the competitors have left, the firm will raise prices

2. Multi-point Pricing
· Multi-point pricing refers to the fact that a firm’s pricing strategy in one market may have an impact on a rival’s pricing strategy in another market

· Aggressive pricing in one market may elicit a competitive response from a rival in another critical market

· For managers, it is important to centrally monitor pricing decisions around the world

· Aggressive pricing in one market may elicit a response from rivals in another market

3. Experience Curve Pricing
· Firms that are further along the experience curve have a cost advantage relative to firms further up the curve

· Firms pursuing an experience curve pricing strategy  price low worldwide in an attempt to build global sales volume as rapidly as possible, even if this means taking large losses initially

· The firm believes that several years in the future, when it has moved down the experience curve, it will be making substantial profits and have a cost advantage over its less aggressive competitors

10.6.3  Regulatory Influences On Prices
· The use of either price discrimination or strategic pricing may be limited by national or international regulations
A firm’s ability to set its own prices may be limited by:

1. Antidumping Regulations
· Dumping occurs whenever a firm sells a product for a price that is less than the cost of producing it

· Antidumping rules set a floor under export prices and limit  a firm’s ability to pursue strategic pricing

2. Competition Policy 
· Most industrialized nations have regulations designed to promote competition and restrict monopoly practices

· The regulations can be used to limit the prices that a firm can charge 

10.7  Configuring The Marketing Mix 
· Standardization versus customization is not an all or nothing concept
· Most firms standardize some things and customize others

· Firms should consider the costs and benefits of standardizing and customizing each element of the marketing mix 

	Management Focus: Castrol Oil in Vietnam  
Summary
This feature focuses on the strategies and experiences of Castrol Oil in marketing its GTX brand of motor oil around the world.  Castrol Oil is the lubricants division of the British chemical, oil, and gas concern Burmah Castrol.  Castrol Oil’s GTX brand of motor oil is marketed as a premium brand.  The feature focuses on the company’s entries into the lubricants markets in Thailand and Vietnam .  Castrol has a unique strategy of appealing to consumers who drive motorcycles, in hopes of developing brand loyalty and retaining these customers as their countries develop to the point where cars are more common.  This strategy worked well in Thailand, and is currently under way in Vietnam .    
Suggested Discussion Questions
1. In underdeveloped countries like Thailand and Vietnam , the conventional forms of media that we are accustomed to, like radio and television, are often absent.  This problem is particularly pronounced in Vietnam .  Describe how Castrol Oil overcame this challenge.  Does the company’s approach seem prudent to you?  Explain your answer.

Discussion Points: In Vietnam, Castrol Oil has focused on developing consumer awareness through the use of billboards, bumper stickers, and signs that are displayed at roadside garages and motorcycle cleaning shops.  In addition, Vietnam was one of the cities visited by soccer star David Beckham as part of a global marketing campaign for the company.  Students will probably argue that given the lack of alternatives, Castrol Oil has done well with its communications strategy in Vietnam.  

2. Would you describe Castrol Oil’s communications strategy in Vietnam as a push or a pull strategy?  Explain your answer.

Discussion Points: Students will note that a pull strategy generally relies on access to advertising media such as newspapers, magazines, television, radio, and the Internet.  Because mass media options are limited in Vietnam, Unilever has turned to alternate communications methods such as stickers, billboards, and gas station signs.  Accordingly, students will probably conclude that Castrol Oil is using a push strategy in Vietnam.

3. Castrol Oil emphasizes a premium pricing strategy.  What elements of the company’s communications and distributions strategies support this premium pricing strategy?

Discussion Points: Castrol Oil has priced its product at about three times the cost of cheaper imports from Taiwan and Thailand.  Accordingly, the company has developed a slogan that indicates that Castrol Oil is the best quality lubricant in the market.  Students will probably note that the company is currently focusing on targeting motorcycle users based on the assumption that this market will start driving cars when they become more affordable.
Another Perspective: To see more about how Castrol Oil handles its international marketing, go to and click on the various country options to compare the products and services that are offered in different markets.

{http://www.castrol.com/castrol/castrolglobalhomepage.do?categoryId=3225&contentId=6005575 }


10.8  New Product Development 
· Today, competition is as much about technological innovation as anything else
· The pace of technological change is faster than ever

· Product life cycles are often very short

· New innovations can make existing products obsolete, but at the same time, open the door to a host of new opportunities  

· Firms today need to make product innovation a priority

· This requires close links between R&D, marketing, and manufacturing 

10.8.1 The Location Of R&D
· New product ideas come from the interactions of scientific research, demand conditions, and competitive conditions
The rate of new product development is greater in countries where:

· more money is spent on basic and applied research and development

· demand is strong

· consumers are affluent

· competition is intense

10.8.2   Integrating R&D, Marketing, And Production 
· New product development has a high failure rate 
· To reduce the chance of failure, new product development efforts should involve close coordination between R&D, marketing, and production

This integration will ensure that:

· customer needs drive product development

· new products are designed for ease of manufacture

· development costs are kept in check

· time to market is minimized

10.8.3 Cross-Functional Teams
· Cross-functional integration is facilitated by cross-functional product development teams
Effective cross functional teams should:

· be led by a heavyweight project manager with status in the organization

· include members from all the critical functional areas

· have members located together

· establish clear goals

· develop an effective conflict resolution process

10.8.4  Building Global R&D Capabilities
· To adequately commercialize new technologies, firms need to integrate R&D and marketing 
· Commercialization of new technologies may require firms to develop different versions for different countries  

· This may require R&D centers in North America, Asia, and Europe that are closely linked by formal and informal integrating mechanisms with marketing operations in each country in their regions, and with the various manufacturing facilities

课堂讨论提纲
争论1  Debate 1

●标准化vs. 差别化  Standardization vs. Differentiation
· 标准化/ 差别化的动力
   The drivers of Standardization / Differentiation,

· 标准化/ 差别化的优势
  The strengths of Standardization / Differentiation,

· 标准化/ 差别化的问题
  The problems of Standardization /Differentiation,

●战略The Strategies:
    - 一个企业何时需要产品的标准化/ 差别化？
     When does a firm need the product Standardization  /Differentiation? 

   - 我们一定需要ISO体系吗？
    Is ISO system necessary?

   - 从本章的案例中你学到了什么？
   What did you learn from the Opening Case in this Chapter?

      - 什么是营销组合？
    What is marketing mix?
争论2  Debate 2
●全球市场vs. 细分市场
  Global Market vs. Market Segmentation

1.在其他国家经常存在一个细分市场吗？为什么么是或为什么不是?

      Does a parallel market always exist in another  country? Why or why not?

2.如何细分全球市场？
How to segment a global market?

3.市场细分有什么优势和困难？
What are the strengths  and challenges of market segmentation?

争论3 ：分销/地区  Debate 3：Distribution/Place
●集中的零售系统vs. 分散的零售系统
    concentrated retail system vs. fragmented retail system
●长渠道vs. 短渠道
       Long channel vs. short channel

争论4 ：沟通和促销 Debate 4：communication/promotion
●文化壁垒vs. 信息源效应vs. 噪声水平
   Cultural barriers vs. source effect vs. noise level

●推进战略vs.拉动战略
   Push vs. Pull 

●标准化广告vs. 不同的广告
   Standardized advertising  vs. different advertising

●案例Closing Case

争论5 ：定价 Debate 5：pricing
●掠夺性定价vs.多样化定价vs.经验定价 

    Predatory pricing vs. Multipoint Pricing vs. experience pricing
●价格歧视vs.倾销
    Price discrimination vs. dumping

争论6 ：新产品vs.研发  Debate 6：New product vs. R&D
●研发的地点  Location of  R&D

· 在基础和应用研究上的财政支撑
    Financial aid in basic and applied research

· 潜在需求旺盛
    Underlying demand is strong

· 消费者富裕
    Consumers are affluent

· 竞争激烈
   Competition is intense
●如何降低新产品开发的失败率？
      ——把研发、营销和生产紧密地结合起来
How to lower the failure rate of new product development ? 

     —— Tight cross-functional Integration between R&D, marketing and production can make sure:
1.产品开发计划受顾客需求所驱使
 Product development project are driven by custom needs

2.新产品是为便于生产而设计
 New products are designed for ease manufacture

3.控制开发成本
  Development costs are kept in check.

4.最小化营销时间
 Time to market is minimized.

●多功能团队Cross-functional Teams
1.领导：重量级的计划管理者
  Leader: heavyweight project manager

2.至少使一位成员远离核心职能
  Keep at least one member from every Key function

3.各个成员应该有机会共处
 Members should be physically co-located 

4.一个清晰的计划
  A clear plan

5.发展某人自己的沟通和争端解决程序
 Develop one’s own process for communication and conflict resolution.

Assignments    

Problem sets:  
●Closing  case 
Reading Assignments (阅读任务)
 Read Chapter 15

For next class: 

· Read Chapter 16 
· Prepare Opening case 
Business Plan Project 

周一下午辅导时间在国贸系完成初稿的各组讨论, 修改初稿

CRITICAL DISCUSSION QUESTIONS AND ANSWERS

课后练习参考答案
1. Imagine you are the marketing manager for a US manufacturer of disposable diapers.  Your firm is considering entering the Brazilian market.  Your CEO believes the advertising message that has been effective in the United States will suffice in Brazil.  Outline some possible objections to this.  Your CEO also believes that the pricing decisions in Brazil can be delegated to local managers.  Why might she be wrong?

Answer: While babies’ behinds serve the same function in all cultures, and the product's technical standards may be similar, sensitivity to bodily functions does vary across cultures.  Thus the advertising message may need to be changed for different attitudes towards what is appropriate advertising.  Likewise, where it might be progressive to show an ad with a male changing a diaper in some countries, in other countries this message could be lost or misinterpreted.  Another consideration would be the noise level created by the advertising message of competitor's products, which may well be different in Brazil.  While local demand and price elasticity decisions should play an important role in Brazil, pricing should not be left solely to the discretion of the local managers.  Since this is a global business, your firm will likely be competing in Brazil with some of the same competitors as elsewhere.  Thus pricing decisions in one country can have an impact on pricing and competition in other markets.  Similarly, your firm may want to position and price the brand similarly across different South American countries. 

2. Within 20 years we will have seen the emergence of enormous global markets for standardized consumer products.  Do you agree with this statement?  Justify your answer.

Answer: One could either choose to agree or disagree, while the best answer would likely hedge it somewhere in the middle.  There clearly already are enormous global markets already for products like Coke and Levis, while it is questionable whether there will ever be a global consumer market for Norwegian lutefisk.  More global consumer markets will likely emerge, but there will continue to be national distinctions for many products.

3. You are the marketing manager of a food products company that is considering entering the Indian market.  The retail system in India tends to be very fragmented.  Also, retailers and wholesalers tend to have long-term ties with Indian food companies, which makes access to distribution channels difficult.  What distribution strategy would you advise the company to pursue?  Why?

Answer: The firm should sell to either wholesalers or import agents.  Because the retail system in India is very fragmented, it would be very expensive for the firm to make contact with each individual retailer.  As a result, it would be more economical for the firm to sell to wholesalers or import agents.  Import agents may have long-term relationships with wholesalers, retailers, and/or other import agents.  Similarly, wholesalers may have long-standing relationships with retailers and, therefore, be better able to persuade them to carry the firm’s product than the firm itself would.

4. Price discrimination in indistinguishable from dumping.  Discuss the accuracy of this statement?

Answer: In some specific instances this statement is correct, but as a general rule it is not.  When a firm is pricing lower in a foreign country than it is in its domestic market, it can be difficult to distinguish dumping from price discrimination unless it is clear that the firm is selling at below cost in the foreign market.  Yet when costs are reasonably well known and all prices are above these, or if the firm is pricing lower in its domestic market than in foreign markets, it can reasonably concluded that price discrimination rather than dumping is occurring. 
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