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After decades of resting comfortably at the top of the global marketplace, U.S. business
has awakened to fierce competition. As more countries become industrial powerhouses
and their companies seek larger marketplaces, international marketing as a discipline of
study achieves greater significance than ever before. Japan, the most potent of all the new
competitors, is pushing into such American strongholds as biotechnology and super-
computers. Western Europe is coming up fast in aeronautics and office equipment. The
newly industrialized countries of China, Taiwan, South Korea, Malaysia, Singapore, India,
and Brazil are establishing themselves as low-cost producers of everything from steel to tel-
evision sets. In addition, the U.S. faces new competition in Canada and Mexico as a result
of the North American Free Trade Agreement (NAFTA).

At the same time that American supremacy is being challenged, the powerful force of
technology is driving the world toward a converging commonality: the emergence of
global markets. Millions worldwide want all the things they have heard about, seen, or ex-
perienced via new communication technologies. To capitalize on this trend, American
companies must learn to operate and compete globally, as if the world were one large mar-
ket, ignoring superficial regional and national differences.

Global markets offer unlimited opportunities. Corporations geared to this new reality
can benefit from enormous economies of scale in production, distribution, marketing, and
management. By translating these benefits into reduced world prices, they can dislodge
competitors who still operate with the past perspectives. Today, only companies capable of
becoming global will achieve long-term success.

As more business battles cross borders, managers must broaden their view of markets
and competition. Doing business in a global economy requires a lot of new learning—
including how to find the right country in which to build a plant, how to coordinate pro-
duction schedules across borders, and how to absorb research wherever it occurs. They
must learn what sort of people to hire, how to inculcate a global mentality in the ranks,
and when to sell standardized products instead of customizing them for local markets.

Only a few managers are capable of handling the competitive rigors of the new global
marketplace. Even in companies long accustomed to doing business overseas, managers
find it difficult to look beyond their own domain to consider the capabilities and needs of
the company as a whole to serve the global marketplace. Business schools across the coun-
try face a similar problem in producing global strategists. They must focus on the develop-
ment of business education programs that explain how to function effectively in today’s
global business environment.

During the 1980s the Ametican Assembly of Collegiate Schools of Business (AACSB)
had offered seminars emphasizing how business schools might internationalize their curricu-
lum. The U.S. Department of Education continues to provide funding for enhancing inter-
national business education. These kinds of support have helped many schools in adding in-
ternational components to their existing courses, and in developing new international
courses. Despite these efforts, in most business education programs insufficient attention is
paid to the international dimension of business. A study commissioned by AACSB on the
future of management education and development summarizes the problem:

International business is an area of the curriculum where we found a considerable amount of, at
worst, lip service, and, at best, serious concern on the part of deans and faculty (but, we should

x1
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point out, 7oz on the part of most corporate-sector respondents). It was one of the four specific ar-
eas most often mentioned in both interviews and on the surveys as needing more emphasis in the
curriculum, The problem, as most acknowledged, is how to implement this—whether to do it
through adding more specific courses on international business, international finance, international
marketing and the like, or by putting more emphasis on international issues in courses already in
the curriculum. This whole area has been the object of much discussion within the business school
community, and we probably cannot shed much additional light on the curriculum aspects of the
matter except to say this: Although there seems to be an increasing awareness among business
school deans and faculty that more ought to be done to emphasize this area, this awareness of sen-
sitivity so far does not appear to us to have been translated into a great deal of action. More is be-
ing done now than ten years ago, and this seems cleatly demonstrable by an examination of curric-
ula and in interviews with knowledgeable observers, but much more needs to be done.*

As business schools globalize their curriculum, various specific international courses are
being added to give students a worldwide perspective. Because of the deep impact of local
customs and business practices on marketing, marketing requires separate exposute in the
international context, more so than any other area of business. Many business schools now
have international marketing courses at the undergraduate level, and some even at the
graduate level. Many more schools are rapidly adding such courses.

Skills Developed Through Study of the Sixth Edition

The sixth edition of International Marketing has been developed based on the method-
ological and theoretical underpinnings developed in various social sciences. This book also
integrates major marketing paradigms and frameworks. In each case, the cultural, legal,
political, and institutional implications of international operations are properly analyzed.
The text aims to make the reader an “informed observet” of the global marketplace. In ad-
dition to covering all important frameworks of marketing, concepts from other disciplines
(for example, finance and accounting) are touched upon, since those must be grasped to
fully understand the perspective of conducting marketing across national boundaries.

This book is designed to enable readers to develop skills for making marketing deci-
sions in the global context, addressing issues like the following;

o Finding new markets to veplace saturated markets.

o Customizing products for the demands of new markets.

® Determining which products are in demand by world customers.

® Determining how to best reach the customers.

o Applying the pricing strategies that are most appropriate.

® Determining which distribution channels are adequate to serve the world customers.
o Overcoming barriers that hinder implementation of marketing programs.

Retained Features of the Sixth Edition

Throughout the book, a variety of examples are used to illustrate the points made. Impor-
tant frameworks and theories are explained with quotes from original sources. Learning
objectives are found at the beginning of each chapter. Included at the end of the rext mare-
rial are 30 cases that describe unique decision-making situations in international market-

*Lyman W. Porter and Lawrence E. McKibbin, Management Education and Development: Drifi or Thrust into the 215t
Century? (New York: McGraw-Hill Book Company, 1988), p. 8.
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ing. The cases provide adequate information for an intelligent and lively discussion, and
should enhance the learning experience.

New to the Sixth Edition!

The sixth edition has been prepared based on the feedback received from over 100 col-
leagues who responded to a survey on the content and structure of an international mar-
keting course. Based on their thoughtful feedback substantial changes were made resulting
in the following distinguishing features in this edition:

o New topics covering recent developments like the European Monetary Union,
Asian Currency Crisis, economic liberalization among developing countries and
other issues.

o Expanded discussion of entry strategies, international trade, U.S. exports, and mar-
keting planning and strategy.

¢ An in-depth look at the role played by international agreements and institutions in
formulating global marketing strategies, including discussion of the progress of the
European Monetary Union.

o “International Marketing Highlights” boxed articles describing interesting ideas,
stories, and factual information relevant to marketing decisions; Over 100 of these
boxes appear throughout the book, describing real-world episodes in international
marketing decision-making.

o New and intervesting examples, both from industrialized and developing nations, to
illustrate underlying concepts.

e Discussion of the latest round of GATT talks (i.e., the Uruguay Round) and
NAFTA.

o Substantial revision of chapters on economic analysis of global trade and business,
multinational sales management and foreign sales promotion, export manage-
ment, and marketing planning and strategy for international business.

o Updated statistics, illustrations, and references to provide the most current per-
spectives on the subject.

o Complete revision of the 15 cases included from the previous edition, plus /5 new
cases. These 30 short and long cases involve such well-known companies as Colgate-
Palmolive, Gillette, FedEx and UPS, Kodak and Fuji, Carvel, Seagram, IKEA,
Nestlé, PSA Peugeot Citroén, ABB, Hewlett-Packard, Outback Steak House.

e Dositioned at the end of each chapter, creative questions challenge the students on
their understanding of concepts and theories presented in the text and lead to
lively discussion.

o Improved organization of the material within the chapters for a better flow of ideas.

e Condensed coverage to keep the text to a semester length without compromising
thoroughness.

Supplements

Instructors Resource Kit on CD-ROM (ISBN 0-324-06371-7) includes a variety of pedagogical
aids such as answers to end-of-chapter discussion questions, true-false and multiple-choice ex-
amination questions, transparency masters, solutions to cases, suggestions for further reading,
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and a listing of additional cases. Also included is a PowerPoint Skde Presentation with over 100
slides to complement classroom lectures. All cases in the back of the book are available as a

stand-alone book, International Marketing Cases (ISBN 0-324-06373-3) suitable for students
with relatively little background in marketing.

Personal Attention by the Author

[ am personally available by phone, e-mail, or during conferences to discuss and advise col-
leagues on the structure of their international marketing course.
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Aspects of

International

Advertising

CHAPTER FOCUS

After studying this chapter, you should be able to

Explain the growing importance of international business.
Describe how international marketing differs from domestic marketing.

Discuss the significant role of multinational corporations in the expansion of business
on an international scale.

Compare alternative entry routes into foreign markets.
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Aspects of International Marketing 3

One of the most significant economic developments since World War II is the increasing
internationalization of business. Although business has been conducted across national
boundaries for centuries, during the last four decades business dealings have escalated on a
global scale. Leading corporations around the world have increasingly turned their atten-
tion to international business in order to maintain a competitive edge in today’s dynamic
econofmic scene.

This increase of international business affects the world economic order profoundly.
It is a change with an impact comparable to that of the Industrial Revolution. In fact, to-
day’s global activity has been described as the second Industrial Revolution. Today’s mar-
ket provides not only a multiplicity of goods, but goods from many places. It is not sur-
prising if your shirt comes from China, your jeans from Mexico, and your shoes from Italy.
You may drive a Japanese car equipped with tires manufactured in France, nuts and bolts
manufactured in India, and paint from a U.S. manufacturer (see International Marketing
Highlight 1.1).

Consider McDonald’s emerging MacWorld. Big Macs are on sale in 100 countries. By
2005, more than half of all the firm’s restaurants are expected to be abroad. Business outside
the United States is lucrative. In 1995 the 38 percent of McDonald’s restaurants outside the
United States accounted for 47 percent of its $29.9 billion in worldwide sales and 54 per-
cent of its $2.6 billion operating profit. In 1995 the average sales at each of the company’s
restaurants abroad rose from $2.25 million to $2.42 million. Yet in America aaverage sales
fell from $1.58 million ro $1.54 million. Operating profit margins show a similar trend.!

IR International Marketing Highlight 1.1  EEESS—

Do You Know Where Your Ford Was Made?

The 1992 Ford cars get controllers for their antilock brakes from Germany, engine com-
puters from Spain, shock absorbers from Japan, and key axle parts from England. Wind-
shields, instrument panels, seats, and fuel tanks are made in Mexico.

Source: Fortune, June 17, 1992, p. 53.

Worldwide consumers, particularly those in the developed countries, truly live in a
global village. Young Europeans, Americans, and Japanese alike sport Benetton sweaters
made in Italy, covet Japanese compact disc players, and haunt similar hangouts.

And America is irrevocably enmeshed in this global business (see International Mar-
keting Highlight 1.2). We export some 20 percent of our industrial production, and we
sell two out of five acres of our farm produce abroad.

In 1999 U.S. exports of goods and services supported a total of 14.4 million U.S. jobs.
From 1993 to 1999, exports accounted for approximately 80 percent of U.S. real eco-
nomic growth. The U.S. Department of Commerce estimates that over 38,000 U.S. man-
ufacturing companies export, slightly more than one-third of all U.S. firms.? Almost one-
third of U.S. corporate profit derives from international trade and foreign investment. The
share of trade in the gross national product has more than doubled in the past decade.
Considering our potential exposure to import penetration, more than three-fourths of U.S.
goods are now effectively in international competition, and more than half the supplies of
24 important raw materials, ranging from petroleum to cobalt, come from foreign sources.

IR International Marketing Highlight 1.2 S

Globalization of Dollar Demand

There are now $422 billion of U.S. currency in circulation worldwide. More than two-
thirds of this currency circulates abroad. So it is no wonder that when the United States
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rolled out redesigned, hard-to-counterfeit bills in 1996, the Treasury planned on spending
$31 million over five years on brochures in 23 languages to convince people around the
world to accept the new bills. The dollar has clout even in Iran, Iraq, and Cuba. It can pay
your way even in remote villages.

Source: USA Today, March 15, 1996, p. 1.

Global marketing for U.S. companies makes sense when we realize that about 95 per-
cent of the world’s population and two-thirds of its total purchasing power are currently
located outside this country. Even for relatively small companies, the global business activ-
ity has become irresistible. The U.S. Department of Commerce reports that 60 percent of
American firms exporting today have fewer than 100 employees.’

A Conference Board study showed that a commitment to the international market-
place is important to sustained growth and superior profitability. Sales for firms with no
foreign activities grow at half the average, whereas those for firms with international activ-
ities grow faster in every industry and in most size categories. Profitability as well rises for
firms with a broad global scope. Companies with foreign plants in all three major global
regions (North America, Europe, and the Pacific Rim) significantly outperform compa-
nies with more restricted international activities, both in return on assets and return on
equity.*

Briefly, a worldview based on outmoded concepts of nationality and traditional an-
tagonisms among nations and ethnic groups is not useful in today’s global business envi-
ronment. In fact, the first conceptual leap toward a pragmaric and productive businessper-
son’s worldview would be to dismiss such a view outright and instead consider the
inhabitants of different countries as a single race of consumers with shared needs and aspi-
rations. Artaining this concept is critical, because recognition of new opportunities re-
quires an awareness of new realities.

Doing business is a creative enterprise. Doing business outside one’s own country is a
much more demanding, complicated enterprise. Consider advertising. In the United
States television advertising of consumer products is taken for granted. However, in many
countries, such as the Netherlands, commercials are not permitted on television. In other
countries television advertising is permitted only on a limited scale. In Switzerland, com-
mercials are broadcast between 6:30 AM and 8:00 AM on weekdays. As another example of
cultural differences, consider alcohol use in Japan, where drinking is widely considered
part of the work ethic. Many businessmen openly talk about getting drunk. Whiskey is
advertised abundantly on television. Beer is sold from vending machines on the street. All
this would be unthinkable in the United States.

Similarly, the retailing industry structure varies dramatically across nations. In the
United Kingdom, France, and Germany, an everincreasing percentage of total retail sales is
made through large national retailing chains. In Italy, China, and Brazil, the retail indus-
try is made up essentially of independent “mom and pop” stores. Still other countries have
strong cooperative retailing or buying groups.

Just from this limited consideration of marketing perspectives, it is clear that interna-
tional business necessitates an awareness of the clash of cultural standards among coun-
tries. These differences require analytical abilities and business acumen of the international
marketers.

Overview of the Book

In this chapter we will examine what international marketing is, how it differs from do-
mestic marketing, and why international marketing must be studied as a separate subject.
Chapter 2 analyzes the rationale behind worldwide economic activity.



