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PREFACE

Global Marketing, Fourth Edition, builds on the worldwide success of Principles
of Global Marketing and Global Marketing, Second Edition and Third Edition.
Those books took an environmental and strategic approach by outlining the
major dimensions of the global business environment. The authors also pro-
vided a set of conceptual and analytical tools that would prepare students to
successfully apply the 4Ps to global marketing. The authors have approached
all four editions with the same goal: to write a book that is authoritative in
content, yet relaxed and assured in style and tone. The following student com-
ments suggest that we accomplished our goal: “the textbook is very clear and
easy to understand”; “an excellent textbook with many real-life examples”;
“the authors use simple language and clearly state the important points”; “this
is the best textbook that I am using this term”; “the authors have done an excel-
lent job of writing a text than can be read easily.” Principles of Global Marketing
was the first textbook on the subject to be published in a full four-color format.
In addition, when it appeared in fall 1996, the first edition invited students to
“look ahead” to such developments as the ending of America’s trade embargo
with Vietnam, Europe’s new currency, Daimler-Benz’s Smart car project, and
the controversy concerning Benetton’s advertising. Those topics represented
“big stories” in the global marketing arena and continue to receive press cover-
age on a regular basis.

As was the case with the first three editions, we approached Global
Marketing, Fourth Edition, with today’s students and instructors in mind.
Guided by our experience using the text in undergraduate and graduate class-
rooms and in corporate training seminars, we have revised, updated, and
expanded Global Marketing, Third Edition. We have benefited tremendously
from adopter feedback and input; we also continue to draw on our direct expe-
rience in the Americas, Asia, Europe, Africa, and the Middle East. The result
is a text that addresses the needs of students and instructors in every part of
the world. The English-language edition of Global Marketing has been used in
many countries, including Australia, Canada, China, Ireland, Japan, Malaysia,
and Sri Lanka; the text is also available in Spanish, Portuguese, and Chinese
editions.

WHAT’S NEW

The fourth edition includes new material on newsworthy and relevant topics
such as the expanded European Union, China’s growing importance as an export
powerhouse and a giant consumer market, the impact of religion on global
marketing activities, and the global music industry’s ongoing efforts to combat
music piracy. Current research findings have been incorporated into each of the
chapters. For example, Shaoming Zou and S. Tamer Cavusgil’s work on global
marketing strategy (from Journal of Marketing, October 2002) is an important
addition to Chapter 1 “Introduction to Global Marketing.” Similarly, our thinking
about global market segmentation and targeting has been influenced by David
Arnold’s recent book, The Mirage of Global Markets. We have added scores of
current examples of global marketing practices as well as quotations from global
marketing practitioners and industry experts. New to the fourth edition is
Chapter 17, “The Digital Revolution and Global Electronic Marketplace.”
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Adopters of earlier editions will note that the chapter on strategy and competi-
tive advantage has been moved to Part V; it now is Chapter 15. This change
means that the global marketing mix chapters now appear earlier in the book.
Throughout the text, organizational Web sites are referenced for further student
study and exploration. A Companion Web site (www.prenhall.com/keegan) is inte-
grated with the text as well.

Each chapter contains several illustrations that bring global marketing to
life. Chapter opening vignettes introduce a company, country, product, or global
marketing issue that directly relates to chapter themes and content. Half the
opening vignettes in the fourth edition are new, including: “Furniture Exports
from China” (Chapter 8); “LCD TV” (Chapter 10); and “Xbox” (Chapter 14). In
addition, every chapter contains one or more sidebars on various themes includ-
ing global marketing in action, risks and gambles, a look behind the scenes of
global marketing, issues that are “open to discussion,” and the cultural differ-
ences that challenge the global marketer. A new sidebar, “Global Marketing
Q&A,” features interview excerpts with top executives of well-known global
companies.

CASES

The case set in Global Marketing, Fourth Edition, strikes a 50/50 balance between
revisions of earlier cases (e.g., Case 1-1 McDonald’s Expands Globally While
Adjusting Its Local Recipe and Case 17-1 Napster and the Global Music Industry)
and entirely new cases (e.g., Case 3-1 Ecuador Adopts the Dollar, Case 4-1 Fair
Trade Coffee: Ethics, Religion, and Sustainable Production, and Case 7-1 Nokia
Segments the Global Cell Phone Market). The cases vary in length from a few hun-
dred words to more than 2,600 words, yet they are all short enough to be covered
in an efficient manner. The cases were written with the same objectives in mind: to
raise issues that will encourage student interest and learning, to stimulate class
discussion, and to enhance the classroom experience for students and instructors
alike. Every chapter and case has been classroom tested.

SUPPLEMENTS

All teaching supplements have been revised! We're pleased to offer an instruc-
tor’s resource manual, video segments, PowerPoint slides, online study guide,
and a test bank prepared by the authors. Special consideration was given to the
test bank, with considerable effort devoted to minimizing the number of sim-
plistic, superficial multiple-choice questions with “all of the above”-type
answers.

All teaching supplements, except the video segments, are delivered on a
CD-ROM and can be downloaded from Prentice Hall’s password-protected
Instructor Resource Center.

@ Instructor’s Resource Center (IRC) on CD-ROM: ISBN 0-13-146922-3
® Instructor’s Resource Center (IRC) Online: www.prenhall.com/keegan
® Video Segments on VHS: ISBN 0-13-146920-7

One of the constant challenges to authors of books about global marketing is
the rate of change in the global business environment. Yesterday’s impossibility
becomes today’s reality. Books are quickly outdated by events. Even so, we
believe that adopters will find Global Marketing, Fourth Edition, to be as up-to-
date, relevant, and useful to today’s students of global marketing as any compara-
ble text on the market, perhaps even more so.

xvi

Preface



ACKNOWLEDGMENTS

We are grateful to the reviewers of this book for their many insights and helpful
suggestions.

Inigo Arroniz, University of Central Florida
David Campbell, University of Mississippi
Chanaz Gargouri, St. Peters College

Betsy Holloway, Samford University

Kenneth Lord, Mercer University

Min Lu, Monmouth University

Lois Olson, San Diego State University

Mark Peterson, University of Texas at Arlington
Fred Pragasam, University of North Florida

This book reflects the contributions, labor, and insights of many persons.

I would like to thank my students, colleagues, associates, and clients, for their
many insights and contributions. It is impossible to single out all of the people
who have contributed to this edition, but I would especially like to thank:

Peter Allen, Stephen Blank, Jean Boddewyn, Lawrence G. Bridwell, Steve Burgess,
Arthur Centonze, Marcos Cobra, Fernando de Campos, Bertrand de Frondeville, John
Dory, Bob Fulmer, Pradeep Gopalakrisna, Doug Jebb, Steve Kobrin, Jean-Marc de
Leersnyder, Susan Douglas, Donald Gibson, Jim Gould, Tayfur Gullulu, Salah Hassan,
David Heenan, Peter Hoefer, Robert Isaak, Hermawan Kartajaya, Suren Kaushik,
Mark Keegan, Hermann Kopp, Jem Li, Raymond Lopez, Malcolm McDonald,
Dorothy Minkus-McKenna, Jan Morgan, Stan Paliwoda, Howard Perlmutter, Robert
Radway, Alan Rugman, John Ryans, Bodo B. Schlegelmilch, Donald Sexton, Barbara
Stottinger, Francoise Simon, Oleg Smirnoff, Ralph Z. Sorenson, Earl Spencer, Moshe
Speter, William Stolze, John Stopford, Jim Stoner, Martin Topol, Robert Vambery, Terry
Vavra, Len Vickers, Dianna Powell Ward, Colin Watson, Kathy Winsted, Dominique
Xardel, George Yip, Philip Young, and Alan Zimmerman.

I would especially like to acknowledge the many contributions of the students
in my doctoral seminar on global strategic marketing. My research assistants, Tayfur
Gullulu and Thomas Sillery, provided invaluable research assistance in many areas,
including the very difficult task of creating the Global Income and Population data
that appears in this edition. My office managers, Gail Pietrangolare Weldon and
Lisa DeFonce and my secretaries Mary O’Connor, Vicki Underwood, and Marie
Loprieno have provided outstanding and creative support above and beyond the
call of duty, and always with a cheerful attitude.

Special thanks are due the superb librarians at Pace University: Michelle
Lang, Head, Graduate Center Library; Anne B. Campbell, Reference Librarian;
and Christa Burns, Head of Research & Information Services have a remarkable
ability to find anything. Like the Canadian Mounties who always get their man,
Michelle, Anne, and Christa always get the document. My admiration for their
talent and appreciation for their effort is unbounded.

Whitney Blake, our editor at Prentice Hall, was quick to endorse and support
this text as was Ashley Santora, our new project manager. We are grateful for the
continuity of the support at Prentice Hall.

Warren J. Keegan

[ 'am indebted to the many colleagues and friends who carefully read and critiqued
individual manuscript sections and chapters. Their comments improved the clarity
and readability of the text. In particular, I would like to thank Hunter Clark, Frank

xvii



Colella, Dave Collins, Thomas Schmidt, Mark Freyberg, Alexandre Gilfanov, Carl
Halgren, Kathy Hill, Mark Juffernbruch, Peter Kvetko, Liz Miller, Keith Miller,
Gayle Moberg, Marilyn Mueller, James Palmieri, Alexandre Plokhov, Thomas
Schmidt, and Wendy Vasquez.

I would also like to thank the many present and former Simpson College stu-
dents who offered feedback on the fourth edition of Global Marketing and sug-
gested improvements to the manuscript as it evolved between 2003 and 2004. Beth
Dorrell graciously contributed her story for this edition’s “A Day in the Life” side-
bar. The authors are indebted to Alexandra Kennedy-Scott, David Henderson, and
Michel Phan of the ESSEC Business School for permission to include “Barbie: An
American Girl Goes Global” and “Harry Potter” in this edition’s case set. Thanks
also to Alanah Davis for her work on Acer, Inc. (B) and to Katie McCool for
her research on Ecuador’s dollarization program. Caleb Sellers kindly supplied
me with important data about the white goods market in Germany. Yuri Toda
translated copy from L. L. Bean’s Japanese Web site. In addition, several industry
professionals were kind enough to contribute their knowledge and expertise to
the fourth edition. Special thanks to Kimberley Gardiner, Lexus Marketing;
Meredith Rule, Klipsch Audio Technologies; and Rhonda Milliken, Whirlpool.

It was a great pleasure working with the Prentice Hall team that supervised
production of this edition. My heartfelt thanks to Ashley Santora and Kelly
Warsak. Kudos also to our photo researcher, Melinda Alexander, for demon-
strating once again that “every picture tells a story,” and to Kathy Weisbrod for
additional permissions research. Thanks also to Michelle O’Brien for her great
work on marketing support materials, and to the entire PH sales team for helping
promote the book in the field. I also want to acknowledge the contributions
of Susan Leshnower at Midlands College for her fine work on the Instructor’s
Manual, and Kristopher Blanchard at North Central University for preparing
a new set of PowerPoint slides. As was the case with the first three editions,
several friends and colleagues at Simpson College were very supportive of my
research and writing endeavors. In particular, I would like to thank Robyn
Copeland for graciously extending special consideration regarding “due dates” of
books and periodicals that I checked out.

A writing project of this magnitude sometimes requires an author to sacrifice
precious family time. I want to thank Lauren, Tommy, and Jonny for their patience,
understanding, and unconditional love during the past year.

Mark C. Green

xviii

Acknowledgments



ABOUT THE AUTHORS

Dr. Warren J. Keegan

Dr. Keegan is Distinguished Professor of Marketing and International Business
and Director of the Institute for Global Business Strategy at the Lubin School of
Business, Pace University, New York City and Westchester. He is Visiting
University Professor, Cranfield School of Management (UK), CEIBS (China
European International Business School) Shanghai, the Wharton School,
University of Pennsylvania Executive Programs, and ESSEC, Cergy — Pontoise
(France). He is the founder of Warren Keegan Associates, Inc., a consulting con-
sortium of experts in global strategic management and marketing and Keegan &
Company LLP, a firm specializing in litigation support. The firm is affiliated with
MarkPlus, the leading marketing consulting firm of Indonesia.

Dr. Keegan is the author of many books. His text, Global Marketing Management,
Seventh Edition (2002, Prentice Hall, Inc.) is recognized as the leading Global
Marketing text for M.B.A. courses around the world. His other books include
Offensive Marketing (2004), Global Marketing, Third Edition (2003, Prentice Hall),
Marketing Plans That Work, Second Edition (2002, Butterworth-Heinemann),
Marketing, Second Edition (1995, Prentice Hall), Marketing Sans Frontieres (1994,
InterEditions), Advertising Worldwide (1991, Prentice Hall), and Judgments, Choices and
Decisions (1984, Wiley). He has published in leading business journals including the
Harvard Business Review, Journal of Marketing, Journal of International Business Studies,
Administrative Science Quarterly, and the Columbia Journal of World Business.

He is a former MIT Fellow in Africa where he served as Assistant Secretary,
Ministry of Development Planning and Secretary of the Economic Development
Commission for the Government of Tanzania. He was a consultant with Boston
Consulting Group and Arthur D. Little, and Chairman of Douglas A. Edwards, a
New York corporate real estate firm.

Dr. Keegan holds an M.B.A. and doctorate from the Harvard Business School.
He has been a visiting professor at New York University, INSEAD (France), IMD
(Switzerland), The Stockholm School of Economics, Emmanuel College of
Cambridge University, and at the University of Hawaii. He is a former faculty
member of Columbia Business School, Baruch College, and The School of
Government and Business Administration of The George Washington University.

He is a Lifetime Fellow of the Academy of International Business, Individual
Eminent Person (IEP) Appointed by Asian Global Business Leaders Society (other
awardees include: Noel Tichy, Rosabeth Moss Kanter, and Gary Wendt). His biog-
raphy is listed in Marquis Who's Who in America. He is a member of the
International Advisory Board of Ecole des Hautes Etudes Commerciales (HEC),
Montreal; the Editorial Advisory Board, Cranfield School of Management; and
Financial Times Management Monograph Series and is a current or former direc-
tor of The S.M. Stoller Company, Inc., The Cooper Companies, Inc. (NYSE), Inter-
Ad, Inc., American Thermal Corporation, Inc., Halfway Houses of Westchester,
Inc., Wainwright House, and The Rye Arts Center.

Dr. Mark C. Green

Dr. Green is Professor of Management and Marketing at Simpson College in Indianola,
lowa, where he teaches courses in management, marketing, advertising, international
marketing, innovation, and Russian language. He earned his B.A. degree in Russian

Xix



XX

About the Authors

literature from Lawrence University, M.A. and Ph.D. degrees in Russian linguistics
from Cornell University and an M.B.A. degree in marketing management from
Syracuse University.

In addition to co-authoring Global Marketing, Fourth Edition with Warren
Keegan, Dr. Green has also contributed case studies and chapter materials to
several other textbooks published by Prentice Hall. These include: Advertising
Principles and Practices, Fourth Edition, by William Wells, John Burnett, and Sandra
Moriarty (1997); Behavior in Organizations, Sixth Edition, by Jerald Greenberg
and Robert Baron (1996); Business, Fourth Edition, by Ricky Griffin and Ronald
Ebert (1995); and Principles of Marketing by Warren Keegan, Sandra Moriarty, and
Thomas Duncan (1992). Dr. Green has also written essays on technology and global
business that have appeared in the Des Moines Register and other newspapers.

Dr. Green has traveled to the former Soviet Union on numerous occasions.
In 1995 and 1996, he participated in a grant project funded by the U.S. Agency
for International Development (USAID) and presented marketing seminars
to audiences in Nizhny Novgorod. In addition, Dr. Green has served as a consul-
tant to several Iowa organizations that have business and cultural ties with Russia
and other former Soviet republics. Dr. Green has lectured in Russia and Ukraine on
topics relating to emerging market economies. His 1992 monograph, Developing the
Russian Market in the 1990s, received an award from the Iowa-based International
Network on Trade.

In 1997, Dr. Green was the recipient of Simpson College’s Distinguished
Research and Writing Award. Dr. Green also received the 1995 Distinguished
Teaching Award for senior faculty. In 1990, he was the recipient of Simpson’s
Excellence in Teaching Award for junior faculty. He also received the 1988
Outstanding Faculty of the Year awarded by the Alpha Sigma Lambda adult
student honorary at Simpson College.




BRIEF CONTENTS

PART | INTRODUCTION 1

Chapter 1 Introduction to Global Marketing 1

Case 1-1 McDonald’s Expands Globally While Adjusting Its
Local Recipe 31

Case 1-2 Acer, Inc. (A) 35

PART I THE GLOBAL MARKETING ENVIRONMENT 45
Chapter 2 The Global Economic Environment 45
Case 2-1 Vietnam’s Market Potential 77
Case 2-2 Acer, Inc. (B) 79

Chapter 3 The Global Trade Environment: Regional Market
Characteristics and Preferential Trade Agreements 81

Case 3-1 Ecuador Adopts the Dollar 112
Case 3-2 The Euro Yo-yo 114

Chapter 4 Social and Cultural Environments 117

Case 4-1 Fair Trade Coffee: Ethics, Religion, and Sustainable
Production 147

Case 4-2 Barbie: The American Girl Goes Global 148
Chapter 5 The Political, Legal, and Regulatory Environments of
Global Marketing 151
Case 5-1 Bud Versus Bud 184
Case 5-2 America’s Cuban Conundrum 185

PART Il APPROACHING GLOBAL MARKETS 189

Chapter 6 Global Information Systems and Market
Research 189

Case 6-1 Research Helps Whirlpool Act Local in the Global
Market 223
Chapter 7 Segmentation, Targeting, and Positioning 225

Case 7-1 Nokia Segments the Global Cell Phone
Market 259

Case 7-2 Carmakers Target Gen Y 260

Chapter 8 Importing, Exporting, and Sourcing 262
Case 8-1 Concerns About Factory Safety and Worker Exploitation
in Developing Countries 288
Case 8-2 U.S. Sugar Subsidies: Too Sweet a Deal? 291
Chapter 9 Global Market Entry Strategies: Licensing, Investment,
and Strategic Alliances 293
Case 9-1 DHL Shakes Up the Global Package Express
Business 324

Case 9-2 Harry Potter 325



PART IV THE GLOBAL MARKETING MIX 328

Chapter 10
Case 10-1
Case 10-2

Chapter 11
Case 11-1
Case 11-2

Chapter 12

Case 12-1
Case 12-2
Chapter 13

Case 13-1

Case 13-2
Chapter 14

Case 14-1

Product and Brand Decisions 328

Boeing Versus Airbus: A Battle for the Skies 360
The Smart Car 361

Pricing Decisions 364

Pricing AIDS Drugs in Emerging Markets 395
LVMH and Luxury Goods Marketing 396
Global Marketing Channels and Physical

Distribution 401

Wal-Mart’s Global Expansion 431

The Future of Radio Frequency Identification =~ 433
Global Marketing Communications Decisions I:
Advertising and Public Relations 435

Benetton Group S.p.A.: Raising Consciousness and
Controversy with Global Advertising 466

Adidas-Salomon AG 468

Global Marketing Communications Decisions II: Sales
Promotion, Personal Selling, Special Forms of Marketing
Communication 471

Marketing an Industrial Product in Latin

America 500

PART V STRATEGY AND LEADERSHIP IN THE TWENTY-FIRST
CENTURY 502

Chapter 15
Case 15-1

Case 15-2
Chapter 16

Case 16-1
Case 16-2
Chapter 17

Case 17-1

Strategic Elements of Competitive Advantage 502

Kodak in the Twenty-First Century: The Search for
New Sources of Competitive Advantage 528

Lego 529
Leading, Organizing, and Controlling the Global
Marketing Effort 530

A Marketer Takes the Wheel at Volkswagen
AG 556

Kazuo Inamori: Spiritual Leadership at
Kyocera Corp. 558

The Digital Revolution and Global Electronic
Marketplace 561

Napster and the Global Music Industry 583

vi

Brief Contents



CONTENTS

Preface XV
PART | INTRODUCTION 1
Chapter 1 Introduction to Global Marketing 1

Overview of Marketing 3

Competitive Advantage, Globalization, and Global Industries 4

Global Marketing: What It Is and What It Isn’t 8
The Importance of Global Marketing 13

Management Orientations 15

Ethnocentric Orientation 16
Polycentric Orientation 18
Regiocentric and Geocentric Orientations 19

Forces Affecting Global Integration and Global Marketing 21

Driving Forces 21
Restraining Forces 27

Outline of This Book 28

PART II

THE GLOBAL MARKETING ENVIRONMENT 45

Chapter 2 Global Economic Environment 45
The World Economy—An Overview 46

Economic Systems 49

Market Capitalism 49
Centrally Planned Socialism 49
Centrally Planned Capitalism and Market Socialism 50

Stages of Market Development 53

Low-Income Countries 55

Lower-Middle-Income Countries 57

Upper-Middle-Income Countries 57

Marketing Opportunities in LDCs and Developing Countries 59
High-Income Countries 61

The Triad 63

Marketing Implications of the Stages of Development 65

Balance of Payments 66
World Trade in Merchandise and Services 68
Overview of International Finance 69

Managed Dirty Float 70

Foreign Exchange Market Dynamics 71
Purchasing Power Parity 71

Economic Exposure 72

Managing Exchange Rate Exposure 73

Chapter 3 The Global Trade Environment: Regional Market

Characteristics and Preferential Trade Agreements

The World Trade Organization and GATT 82
Preferential Trade Agreements 83

Free Trade Area 83

81

vii



Chapter 5

Customs Union 84
Common Market 85
Economic Union 85

North America 87

Latin America: SICA, Andean Community, Mercosur,
CARICOM 89
Central American Integration System 89
Andean Community 90
Common Market of the South (Mercosur) 92
Caribbean Community and Common Market (CARICOM) 94
Current Trade-Related Issues 95
ASIA-PACIFIC: The Association of Southeast Asian Nations (ASEAN)
Marketing Issues in the Asia-Pacific Region 97

Western, Central, and Easter Europe 98
The European Union (EU) 98
The European Free Trade Area (EFTA) and European Economic
Area (EEA) 100
Marketing Issues in the European Union 101
The Lomé Convention and the Cotonou Agreement 103
Central European Free Trade Association (CEFTA) 103

The Middle East 104
Cooperation Council for the Arab States of the Gulf 104
Marketing Issues in the Middle East 106

Africa 106
Economic Community of West African States (ECOWAS) 106
East African Cooperation 107
Southern African Development Community (SADC) 108

Chapter 4 Social and Cultural Environments 117

Society, Culture, and Global Consumer Culture 119
Attitudes, Beliefs, and Values 120
Religion 120
Aesthetics 21
Dietary Preferences 124
Language and Communication 126
Marketing’s Impact on Culture 129

High- and Low-Context Cultures 132
Hofstede’s Cultural Typology 133
The Self-Reference Criterion and Perception 138

Diffusion Theory 139
The Adoption Process 140
Characteristics of Innovations 140
Adopter Categories 141
Diffusion of Innovations in Pacific Rim Countries 142

Marketing Implications of Social and Cultural
Environments 143

of Global Marketing 151

The Political Environment 152
Nation States and Sovereignty 153
Political Risk 154
Taxes 157
Seizure of Assets 160

The Legal Environment 161
Common Law Versus Civil Law 162
Sidestepping Legal Problems: Important Business Issues 164
Conflict Resolution, Dispute Settlement, and Litigation 176

The Political, Legal, and Regulatory Environments

96

viii

Contents



The Regulatory Environment 180
Regional Economic Organizations: The European Union Example 180

PART lll APPROACHING GLOBAL MARKETS 189

Chapter 6 Global Information Systems and Market
Research 189

Information Technology for Global Marketing 190

Information Subject Agenda and Environmental Scanning
Modes 195

Sources of Market Information 197

Formal Market Research 199
Step 1: Identify the Information Requirement 200
Step 2: Problem Definition—QOuvercoming the SRC 201
Step 3: Choose Unit of Analysis 203
Step 4: Examine Data Availability 203
Step 5: Assess Value of Research 205
Step 6: Research Design 205
Step 7: Analyzing Data 214
Step 8: Presenting the Findings 218
Headquarters Control of Marketing Research 219
An Integrated Approach to Information Collection 220

Chapter 7 Segmentation, Targeting, and Positioning 225

Global Market Segmentation 226
Demographic Segmentation 228
Psychographic Segmentation 235
Behavior Segmentation 237
Benefit Segmentation 240
Ethnic Segmentation 241

Assessing Market Potential and Choosing Target Markets
or Segments 242

Current Segment Size and Growth Potential 242

Potential Competition 243

Feasibility and Compatibility 244

A Framework for Selecting Target Markets 245

Product-Market Decisions 247

Target Market Strategy Options 248
Standardized Global Marketing 248
Concentrated Global Marketing 249
Differentiated Global Marketing 250

Positioning 250
Attribute or Benefit 251
Quality and Price 251
Use or User 252
Competitor 253
Global, Foreign, and Local Consumer Culture Positioning 254

Chapter 8 Importing, Exporting, and Sourcing 262
Organizational Export Activities 264

National Policies Governing Exports and Imports 265
Government Programs that Support Exports 266
Governmental Actions to Discourage Imports and
Block Market Access 267

Tariff Systems 271
Customs Duties 274
Other Duties and Import Charges 275

Contents



Key Export Participants 275
Organizing for Exporting in the Manufacturer’s Country 277
Organizing for Exporting in the Market Country 278

Export Financing and Methods of Payment 279
Documentary Credit 279
Documentary Collections (Sight or Time Drafts) 280
Cash in Advance 281
Sales on Open Account 282
Sales on a Consignment Basis 282

Sourcing 282
Management Vision 283
Factor Costs and Conditions 284
Customer Needs 285
Logistics 285
Country Infrastructure 285
Political Factors 286
Foreign Exchange Rates 286

Chapter 9 Global Market Entry Strategies: Licensing, Investment,
and Strategic Alliances 293

Licensing 295
Special Licensing Arrangements 297

Investment 298
Joint Ventures 299
Investment via Ownership or Equity Stake 303

Global Strategic Partnerships 306

The Nature of Global Strategic Partnerships 309
Success Factors 311
Alliances with Asian Competitors 312
CFM International, GE, and Snecma: A Success Story 313
AT&T and Olivetti: A Failure 313
Boeing and Japan: A Controversy 314
International Partnerships in Developing Countries 315

Cooperative Strategies in Japan: Keiretsu 316
How Keiretsu Affect American Business: Two Examples 319

Cooperative Strategies in South Korea: Chaebol 319

Twenty-First Century Cooperative Strategies: Targeting the
Digital Future 320
Beyond Strategic Alliances 320

Market Expansion Strategies 321

PART IV THE GLOBAL MARKETING MIX 328

Chapter 10 Product and Brand Decisions 328

Basic Product and Brand Concepts 329
Product Types 330
Brands 330
Local Products and Brands 332
International Products and Brands 333
Global Products and Brands 333
Global Brand Development 335
Local Versus Global Products and Brands: A Needs-Based Approach 339

“Country of Origin” as Brand Element 341

Packaging 344
Labeling 344
Aesthetics 345

Contents



Product Warranties 346

Extend, Adapt, Create: Strategic Alternatives in Global
Marketing 346
Strategy 1: Product-Communication Extension 348
Strategy 2: Product Extension-Communication Adaptation 349
Strategy 3: Product Adaptation-Communication Adaptation 350
Strategy 4: Product-Communication Adaptation 351
Strategy 5: Product Invention 351
How to Choose a Strategy 353

New Products in Global Marketing 354
Identifying New-Product Ideas 355
New-Product Development 356
The International New-Product Department 357
Testing New Products 358

Chapter 11 Pricing Decisions 364
Basic Pricing Concepts 365

Global Pricing Objectives and Strategies 366
Market Skimming and Financial Objectives 366
Penetration Pricing and Nonfinancial Objectives 367
Companion Products: “Razors and Blades” Pricing 368
Target Costing 369
Calculating Prices: Cost-Based Pricing and Price Escalation 369
Terms of the Sale 371

Environmental Influences on Pricing Decisions 373
Currency Fluctuations 373
Inflationary Environment 376
Government Controls, Subsidies, and Regulations 378
Competitive Behavior 379
Using Sourcing as a Strategic Pricing Tool 380

Global Pricing: Three Policy Alternatives 380
Extension or Ethnocentric 380
Adaptation or Polycentric 381
Geocentric 381

Gray Market Goods 383
Dumping 385
Price Fixing 387

Transfer Pricing 388
Tax Regulations and Transfer Prices 389
Sales of Tangible and Intangible Property 389
Competitive Pricing 389
Importance of Section 482 Regulations 389

Countertrade 390

Barter 391
Counterpurchase 392
Offset 392

Compensation Trading 393
Switch Trading 393

Chapter 12 Global Marketing Channels and Physical
Distribution 401

Channel Objectives 402

Distribution Channels: Terminology and Structure 403
Consumer Products and Services 403
Industrial Products 407

Contents



