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For my Dad, who told me a long time ago that everyone has a story.



PREFACE

A SHORT COURSE IN INTERNATIONAL MARKETING BLUNDERS

The research for this book was no easy chore given the fact that companies
are not as willing to talk about their failures as they are about their successes.
Many hours were spent poring over primary source materials such as books,
magazines, newspapers, and business journals, while an equal amount of time
was spent referencing, cross-referencing and verifying information gleaned from
dozens of Internet web sites.

My reliance on a large number of independent, and sometimes contradictory
and conflicting, sources was eased considerably by the help and encouragement
rendered by a solid company of fellow “ink-stained wretches” who have,
themselves, burned the midnight oil on countless occasions to meet deadlines
over the years. I refer to Martha Celestino, Sherrie Zhan, and Steve Barth, all
former fellow staffers at World Trade magazine and outstanding friends and writers,
in their own right.

A very great debt of gratitude also goes to international business consultants
Patty Hirahara and Michael Moretti, who helped me greatly with my research
into the Japanese way of doing business; Kristin Murphy, deputy trade commis-
sioner of Mexico in Los Angeles; Anja Halle, editor at the International Centre
for Trade and Sustainable Development in Geneva, Switzerland; and George
Matshall, now retired senior vice president of marketing for Mitsui O.S.K. Lines
(America), my former boss during my tenure with the company, and a good friend.

Many thanks also to the library staffs in the business departments of the
central libraries of Long Beach, Burbank, Glendale, and Pasadena, California, as
well as the very helpful staff at the Los Angeles Library’s central branch. Also of
great help were the staffs of the University of California campuses in Los Angeles,
Irvine, and San Diego, as well as the California State University campus libraries
in Northridge and Long Beach, who answered many telephone inquiries.

I also want to acknowledge those who spoke with me on the condition of
anonymity, sharing their “blunders from hell” stories that their employers, or
former employers, would have rather swept under the carpet. My interviews with
them were always tinged with their profound sense of sadness at stupid mistakes
— sometimes repeated over and over — that squandered opportunities, alien-
ated employees and customers alike, and, in several cases, resulted in basically
good companies being irreparably trashed. I hope they can read this book and
derive some comfort in the hope that someone, somewhere, might learn from
their own companies’ blunders.

Also much gratitude to my wife Pam, and my sons Matthew and Nathaniel,
for their help and support during another project “with a really tight deadline.” It
wasn’t the first, and it probably won’t be the last.

Michael White
Los Angeles California 2001



INTRODUCTION

THE ORIGINAL COLD CALL

OoLD

In the mid-1990s, the petrified remains of a man were found in a frozen
Alpine pass on the border between Italy and Switzerland. Scientists speculated
that the man, who died some 2,000 years ago, was walking from his home village
in what we now know as Italy to trade with or buy goods from the inhabitants of
a village situated on the shore of Lake Geneva — most likely wheat or corn, as
one of the artifacts found on his body was a bag of seeds slung over his shoulder.

The man, whoever he may have been, was obviously the kind of interna-
tional business manager that many modern-day companies would kill for — will-
ing even to freeze to death to make sure the goods got into the right hands.

No master’s degree, no cell phone, no laptop computer. Pure business, no
mortre, no less.

But if the eons that have passed since the “Iceman” set off on what was to
be his final sales call have taught us anything, it’s that everything old is, at some
juncture, new again.

OPPORTUNITIES IN NEW TIMES

Over the last decade, the world has seen what could, arguably, be called the
most dramatic series of events in the history of global economics.

The political tensions that gripped the world since the end of World War 1I
were, to a great extent, diffused with the rise of global capitalism. These evolu-
tionary events have fused over the last decade with the growth of free-market
economies, the tectonic shift of market forces in Asia and Latin America, and
the increasing dependence of the world’s lesser-developed nations on trade.

At the same time, new transportation systems and the surge of telecommu-
nications technology have radically impacted how people and products move from
place to place, while the Internet, satellite communications, and the ubiquitous
personal computer have created a web of global connectivity unparalleled in
history.

I can remember the days of the early 1990s when the Soviet Union was com-
ing apart. It seemed that suddenly, almost ethereally, former vassal states — from
Moldova and Latvia to Turkmenistan and Azerbaijan — found themselves thrust
upon the world stage. In a flash, 15 new countries were created.

Further to the west, as students and border guards danced atop the Berlin Wiall,
East Germany ceased to exist. Close-by, Yugoslavia splintered into four autono-
mous states, while, elsewhere, two former enemies — the US and Vietnam —
found themselves, after years of bitter animosity, laying a foundation that would
eventually lead to the establishment of both diplomatic and trade ties. Free trade
agreements and trade blocs such as the European Union (EU) and the Association
of South East Asian Nations (ASEAN) have focused trade to directly impact both
national and local economies, while, most recently, talk is rife of the US ending its
four-decades old trade embargo on Cuba; while at least one press report, com-
menting on the growing possibility of détente between North and South Korea,
stated that “Coca-Cola has trucks already lined up at the border.”

- Simply put, there’s a bigger world out there today than there was just ten
years ago.
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At last count, some 6 billion people populate 191 countries. Each of these
countries has its own distinct culture, language, politics, and circumstances that
have a direct impact on how, what, and why people buy certain products and
reject others.

This makes marketing in an ever expanding and diverse world a critical issue
to any company wanting to remain competitive in an increasingly globalized
economy.

More opportunity to succeed, but more opportunities to fail, as more and
motre companies shift gears and move into the global trade fast lane — a fact
underscored by a report in Industry Week magazine, showing that multi-nationals
based in the US are likely to do business in 50 or more foreign countries, while
American small- and medium-sized firms — which number about 202,000 and
account for 97% of the country’s exporters — are pursuing business in as few as
two and as many as 40.

The potential, they say, is limitless.

There’s an old saying that “Success has many fathers, but failure is an orphan.”
While one might expect that established multi-national companies with huge
marketing budgets would be immune from failure, the sad, but sometimes
humorous, truth is that they’re not.

In fact, many companies spend millions on product design, development,
sales, and marketing only to fail miserably. Generally because they didn’t do basic
homework on the target market they were trying to penetrate. For others, the
reasons for failure went much deeper.

This is a book about those failures.
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CHAPTER 1

The Why of

International Marketing Blunders

WHY Sink WHEN You CouLbp FLoAT?

IN MANY WAYS, A COMPANY IS LIKE A sHIP.No matter what specific purpose a
ship was designed for — whether to carry cargo, passengers, or weapons of war
— the vessel is compartmentalized, completely reliant on an efficient chain of
command and responsibility, the smooth functionality of its machinery, and
the competence of its crew. Every business enterprise, like each ship, has its
own personality. The famous Liberty ships of World War II were, as one writer
said, “built by the mile, and cut off as needed.” They were all made to the same
specifications and dimensions; in other words, basically, identical. But if you
ask anyone who sailed on more than one of them, they’ll say that each had its
own personality and way of handling in similar sea and weather conditions.

The same is true for a company or business enterprise of any size. It is
designed for a purpose, as well — to produce a product or provide a service and
to generate a profit for its owner and shareholders. Like a ship, its success —
and survival — depends on its ability to adapt, adjust to changing conditions,
weather the rough spots, and optimize opportunities. The commanding man-
agement structure must constantly communicate, and, above all, always be aware
of where the company has been, where it is, and where it’s headed.

The Siren Call of Disaster

Just before midnight on July 25, 1956, two stately passenger ships were sail-
ing through the fog near Nantucket Island, Massachusetts, the North Atlantic
front gate to New York, at that time the busiest port in the world. The 697-
foot-long Andrea Doria, pride of the Italian merchant marine, was on the last leg
of a 4,000-mile transatlantic crossing to New York from her home port of Genoa.
The sleek, white-hulled S7ockholm, flagship of the venerable Swedish-American
Line, was outbound from New York with a full manifest of 534 passengers
headed for business or pleasure in the Scandinavian ports of Gothenburg and
Copenhagen.

Nothing was amiss and the same scenario had been played out countless
times before: ships inbound and outbound from a port pass each other every
hour, following navigational “rules of the road” that govern their operation
whenever another vessel comes into view, whether visually or on radar. Noth-
ing indicated that the passing of these two ships would be any different from
the passings of dozens of other ships that had sailed either in or out of the Port
of New York that day.
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Both ships were captained and officered by professionals with more than a
century of combined experience on the high seas. Both ships were new, boast-
ing the latest in radar and navigational equipment. Neither were hindered by
any equipment breakdowns or malfunctions.

But what happened sent the elegant Andrea Doria to the bottom of Nan-
tucket Sound and 57 people to their deaths; the Stockholm suffered severe dam-
age that took six months to repair. Neither shipping company ever recovered its
good reputation. More than 1,200 damage claims were registered for deaths,
personal injuries, lost cargo and personal baggage — totaling a then-record $6
million. The controversy about the “whys” and “hows” continues to this day,
still shrouded, like the disaster itself, in a blanket of fog.

Sailing through dense fog, each ship had the other clearly on its radar screen.
Officers on both bridges knew of the other ship’ presence, speed, and course.
Bach expected the other to reduce speed and apply the “rules of the road,”
which would have required the two ships to maintain a wide berth and pass each
other showing the correct navigational lights. That awareness continued right
up to the moment the Stockholm stabbed into the starboard side of the Andrea
Doria — causing immediate flooding and a severe list. She sank the following
morning and still rests today on her side, 235 feet beneath the surface of the
North Atlantic.

“It was as if they [the ships’ officers] were mesmerized,” according to a
marine underwriter involved in the disposition of the affair. “The people who
should have known better and could have acted to remedy the situation as it was
developing allowed themselves to become transfixed by the circumstances of
the moment.” As he described it, “the siren call of arrogance” combined with
circumstance to create a situation that paralyzed their better judgment.

True, the tragedy of the Andrea Doria and the Stockholn literally was one of
life and death, but the sum total of what happened on that cold, foggy night
decades ago holds valuable lessons for international businesspeople who want
to expand their companies in this culturally diverse and complicated world. Quite
simply, incorrect assumptions and a failure to rely on accumulated experience
combined with muddleheadedness to create a lamentable disaster. Their experi-
ence and their professionalism should have led to another outcome.

And no one is immune,

McDonald’s and Coca-Cola: the Statement of Faith

McDonald’s Corporation and the Coca-Cola Company certainly don’t rank
as amateurs in international marketing: a majority of each company’s total an-
nual revenue is derived from international sales. In fact, both firms — with a
four-decade-old supplier-buyer relationship — have become cultural archetypes
for generations of consumers around the world. Both have spent hundreds of
millions of dollars penetrating new markets, even modifying their core prod-
ucts to fit the widely divergent culinary tastes of consumers around the globe.



