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Preface

NTERNATIONAL ADVERTISING: COMMUNICATING ACROSS CULTURES serves four pur-
poses. First, it is an appropriate textbook for undergraduate and graduate
students in specialized courses dealing with international advertising or
marketing. Second, it is an effective supplemental text for introductory
advertising, marketing, or mass communications courses, in that it provides
expanded coverage of the international dimension to the curriculum. Third,
it should also prove useful to practitioners of international advertising—be
they on the client side or within the advertising agency. Finally, researchers
of international advertising and marketing will find it a valuable resource.

This book introduces the student, practitioner, and researcher to the
challenges and difficulties in developing and implementing communica-
tions programs for foreign markets. While advertising is the major focus,
the author recognizes that an integrated marketing communications ap-
proach is critical to competing successfully in the international setting. In
order to communicate effectively with audiences around the globe, mar-
keters must coordinate not only advertising, direct marketing, sales promo-
tions, personal selling, and public relations efforts but the other aspects of
the marketing mix as well. Therefore, the basics of international marketing
are briefly reviewed in the first several chapters of this text. The remainder
of the book explores international advertising.

Every attempt has been made to provide a balance of theoretical and
practical perspectives. For example, the issues of centralization versus de-
centralization and standardization versus localization or specialization are
addressed as they apply to the organization of international advertising pro-
grams, development and execution of creative strategy, media planning and
buying, and advertising research. Readers will find that these are not black-
and-white issues. Instead, they can be viewed as a continuum. Some mar-
keting and advertising decisions can be centralized while others may be
decentralized. Similarly, depending on the product to be advertised and the
target audience to be communicated with, some elements of the marketing
and advertising mix may be standardized while others will be specialized.



PREFACE

This text comprises a total of eleven chapters. In Chapter 1 factors influ-
encing the growth of international advertising are examined. Chapter 2 high-
lights the role that product, price, distribution, and promotion play in selling
abroad. Domestic advertising and international advertising differ not so much
in concept as in environment; the international marketing and aélvertising
environment is outlined in Chapter 3. Chapter 4 is devoted to developing a
sensitivity to the various cultural factors that impact international marketing
efforts. Chapter 5 addresses the coordination and control of international
advertising. Chapter 6 deals with creative strategies and executions for for-
eign audiences. Chapters 7-9 explore media decisions in the global market-
place, international advertising research and methods for obtaining the
information necessary for making international advertising decisions, and,
finally, regulatory considerations. Chapter 10 focuses on the social responsi-
bility of international advertising agencies and multinational corporations in
foreign markets. While this text is not intended to provide a country-hy-
country analysis of the global marketplace (a futile effort, given how quickly
our world changes), several marketing frontiers are highlighted in Chapter 11:
the European Union, the new Commonwealth of Independent States, China
and the Pacific Rim, and Latin America. ’

I am indebied to a great many individuals for the successful completion
of this project. Dozens of advertisements, charts, diagrams, and tables were
employed to illustrate various points in this text. Inclusion of these materials
would not have been possible without the permission granted by advertisers,
their agencies, various publications, and other advertising-related organiza-
tions. A number of colleagues provided detailed reviews of several versions
of this manuscript. The author wishes to thank the reviewers for their in-
valuable comments and ideas: Tom Duncan, University of Colorado at Boul-
der; Katherine Frith, Pennsylvania State University; Hower Hsia, Texas
Technical University (retired); Wei-Na Leé, University of Texas at Austin;
Yorgo Pasedeos, University of Alabama; Jyotika Ramaprasad, Southern I1li-
nois University; and Fred Zandpour, California State University at Fullerton.
In addition, | would like to acknowledge the folks at Wadsworth Publishing
for supporting the idea of a textbook on international advertising. In particu-
lar, my appreciation goes to Kris Clerkin for encouraging me to begin this
project, and to Todd Armstrong, who saw it to completion. Thanks also go to
Tom Briggs, who did a wonderful job editing the manuscript, and to Jerilyn
Emori, who held my hand during the production process. On a personal
note, I am grateful to my parents, Heinz and Johanna, who instilled in me an
appreciation for education. Without my husband, Juergen, there would be
no manuscript, for he gave me the confidence to write this book and stood
by me through the several years it took to bring it to fruition.
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CHAPTER 1

The Growth

of International
Business |
and Advertising

w0 major phenomena are currently impacting consumers
worldwidé. The first is the extraordinary growth in the number of busi-
nesses operating internationally. Today, consumers around the world
smoke Marlboro cigarettes and write with Bic pens, watch Sony televi-
sion sets and drive Toyota autos. Shoppers can stop in for a McDonald's
burger in Paris or Beijing, and German and Japanese citizens alike in-
creasingly make their purchases with the American Express Card. The
growth and expansion of firms operating internationally have led to the
rise of the second phenomenon—the growth in international advertis-
ing. U.S. agencies are increasingly looking abroad for clients. At the
same time, foreign agencies are rapidly expanding around the globe,
even taking control of some of the most prestigious U.S. agencies. Ad-
vertising expertise is no longer an American monopoly. Madison Avenue
faces stiff competition from London, Madrid, and Tokyo. This chapter
outlines the growth of international business and advertising.



CHAPTER ONE

Growlh of International Business

Historical Overview

Historically, the vastness of the U.S. marketplace offered sufficient opportu-
nities for corporate expansion at home, and as a result, U.S. firms were not
forced to look abread. An additional deterrent was the sheer distance to for-
eign markets—with the exception of Canada and Mexico. Yet, during the
late 1800s, a number of firms recognized the impertance of foreign expan-
sion, and by the early 1900s, firms such as Ferd Motor, Singer, Gillette, Na-
tional Cash Register, Otis, and Western Electric had commanding world
market shares.

Driving this first wave of modern globalization were rising production
scale economies due to advancements in technology that outpaced the
growth of the world economy. Product needs also became more ho-
mogenized in different countries as knowledge and industrialization
diffused. Transport improved, first through the railroad and steamships
and later in trucking. Communication became easier with the telegraph
then the telephone. At the same time, trade barriers were either modest
or overwhelmed by the advantages of the new large-scale firm.!

The trend to globalization'slowed between 1920 and the late 1940s.
These decades were marked by a world economic crisis as well as a second
world war, which resulted in a period of strong nationalism. Countries at-
tempted to salvage and strengthen their own economies by imposing high
tariffs and quotas so as to keep out foreign goods and protect domestic em-
ployment. It was not until after the Second World War that the number of
U.S. firms operating internationally again began to grow significantly. In
1950 U.S. foreign direct investment stood at $12 billion. By 1965 it had risen
to $50 billion, and by the late 1970s to approximately $150 billion.? And in
1991 (the most recent year for which figures are available) foreign direct in-
vestment had swelled to over $450 billion.?

International tensions—whether in the form of cold war or open conflict—
tend to discourage international marketing. However, since 1945, the world
has been, for the most part, relatively peaceful. This, paired with the cre-
ation of the International Monetary Fund (IMF) and the General Agreement
on Tariffs and Trade (GATT) at the close of World War II, facilitated the
growth of international trade and investment. Indeed, during this period tar-
iffs among the industrialized nations fell from about 40 percent in 1947 to
roughly 5 percent in 1991. As a consequence, according to a 1994 Fortune
magazine survey, the top 50 multinational companies alone generated al-
most $2.25 trillion in sales in 1993. The United States led all countries with
159 companies on the list; Japan ranked second (135 companies), and Britain



THE GROWTH OF INTERNATIONAL BUSINESS AND ADVERTISING

TABLE 1.1 The World's Twenty-five Bigaest Companies by Industry, 1993 (in million $)

INDUSTRY . COMPANY COUNTRY  SALES
Aerospace Boeing U.s. $25.285
Apparel Levi Strauss Us. 5.892
Beverages PepsiCo U.S. 25.021
Building materials Saini-Gobain France 12,630
Chemicals Du Pont Us. 32,621
Computers IBM UsS. 62,716
Electronics Hitachi Japan 68.582
Food Philip Morris Us. 50,621
Forest/paper goods International Paper Us. 13.685
Industrial/farm equipment Mitsubishi Heavy Industries  Japan 25.804
Jewelry/silverware Citizen Watch Japan 3.501

" Metal products Pechiney France 11,121
Metals IRI Italy 50,488
Mining, crude oil production Ruhrkohle Germany 14,155
Motor vehicles General Motors U.S. 133,622
Petroleum refining Exxon U.S. 97,825
Pharmaceutical Johnson & Johnson us. 14,138
Publishing/printing Bertelsmann Germany 10957
Rubber/plastic products Bridgestone Japan 14,371
Scientific and photo equipment  Eastman Kodak us. 20,059
Soaps/cosmetics Procter & Gamble Us. 30.433
Textiles Toray Industries Japan 8,196
Tobacco RJR Nabisco Us. 15.104
Toys/sporting goods Nintendo ’ Japan 4,500
Transporiation equipment Hyundai Heavy Industries Japan 6,735

SOURCE: “Fortune's Global 500," Fortune, July 25, 1994, pp. 137-196.

third (41). As outlined in Table 1.1, U.S. firms are ranked No. 1 in 13 of the
top 25 industries on the list.*

In addition to these large corporations, thousands of smaller U.S. firms
are engaging in international marketing. Indeed, the majority of U.S. ex-
porters have fewer than 100 employees. Southern Gold Honey Co., a small
honey producer in Vidor, Texas, provides an excellent example. Almost
overnight in 19835, the fifteen-year-old company’s domestic market turned
sour and sales tumbled due to imports of less expensive honey. When the
firm realized it could no longer compete on U.S. soil, its owners looked over-
seas. Within four years sales quadrupled—due solely to major exports to the
Middle East.




CHAPTER ONE

International business continues to expand for other reasons as well.
Corporations may look abroad for the very same reasons they seek to ex-
pand their markets at home. Where economies of scale are feasible, a large
market is essential. However, if a single market is not large enough to ab-
sorb the entire output, a firm may look to other markets. If production equip-
ment is not fully utilized in meeting the demands of one market, additional
markets may be tapped. Seasonal fluctuations in demand in a particular
market may also be evened out by sales in another. During economic down-
turns in one market, corporations may turn to new markets to ahsorb excess
output. Firms may also find that a product’s life cycle can be extended if the
product is introduced in different markets—products already considered ob-
solete by one group may well be sold successfully to another. In addition to
the reasons noted, significant changes in the United States and around the
globe have helped fuel this phenomenal growth in international business.

Saturated Domestic Markets

The slowing U.S. population growth rate has directly impacted U.S. firms.
Between 1970 and 1980, the number of households increased at a rate of
27 percent; however, betweeil 1980 and 1990, the rate of increase slipped to
little over 15 percent. Further, in 1960 the average household contained 3.3
persons; by the early 1990s that number had dropped to 2.63. And this down-
ward trend in both size and growth rate is expected to continue. As a result,
many firms must cultivate new markets if they are to continue to prosper.
For example, Tambrands, with $700 million in sales worldwide, has led the
U.S. feminine hygiene products market since 1936. While domestic sales of
its products have been rising by less than 10 percent annually, the company’s
overseas sales are increasing at over 15 percent per year. Tambrands has
built plants in China and the former Soviet Union to gain access to faster-
growing markets. Sales in these two regions alone could more than double
to $42 million by 1995.5 Likewise, in 1984 Toys ‘R’ Us, anticipating the day
when it would saturate its domestic market, began looking abroad. Today,
the toy company has retail outlets in Canada, Europe, Hong Kong, Singa-
pore, and, most recently, Japan. With more than $6 billion in annual sales,
Japan is the world’s No. 2 toy market after the United States.”

Higher Profit Margins in Foreign Markets

According to Business Week, “American manufacturers with factories or sales
subsidiaries overseas are outperforming their domestic counterparts. A
study of more than 1,500 companies reported that U.S. multinationals dur-
ing the 1980s posted faster growth than domestics in 19 out of 20 major in-
dustry groups, and higher earnings in 17.”8 The typical U.S. industrial



