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Chapter 1 International
Marketing Overview

Concept preview
After reading this chapter, you should be able to
1. Appreciate: the concepts of market and marketing.
2. Understand:; the significance of the globalization for multinationals.
3. Distinguish: the differences between domestic marketing and
international marketing.
4. Comprehend: the characteristics of world-famous companies.

5. Describe: how the Chinese forces influence international marketing.

S - ,,M:;‘

By now, the integration of the global economies has become an irresistible trend
and multinational companies are playing a more and more important role in the real
world. All countries pay more attention to the export and import, foreign investment,
labor cooperation, technology transfer and other international economic activities. And
all of the countries including developed and developing countries try their best to occupy
the foreign resources to promote their economic growth. As one of the most important
methods, international marketing has become the major way for most companies to take
up the global division and most of the countries have harvested the huge benefits through
taking international marketing. Especially, one of the most important reasons for China
to make the great economic achievement is the Reform and Openning-up Policy.

However, it is a question for lots of the Chinese companies to use their advantages
to develop foreign markets. As a matter of fact, most of the Chinese companies lack
enough experience and marketing skills when they want to develop foreign markets.
This is why they have to study the relavent knowledge about international marketing.
With the world’s economic development, various global resources are integrated by

multinationals and governments. * Going global ” and finding new marketing
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opportunities in the global market have become a very important measures for lots of
companies to expand their business. It is inevitable for the Chinese companies to utilize
the international market to develop their business if they want to be famous enterprises of
the world. So it is very necessary for us to study how to develop the international market
and how to defeat our competitors in the global market.

In this book we will discuss some questions about the international marketing and
try to tell the readers how to integrate various resources when they take international

marketing.

1.1 Concept analysis

As the change to a new discipline, international marketing was formed in the
1960s, improved in 1970s, and established its international position in 1980s. Since
1970s, business colleges in America began to take international marketing as their
major course and the systematic study about the international marketing became one of
the most important subjects for economists. With deep research, the theoretical system
of international marketing was formulated gradually.

Before discussing the questions about international marketing, we should
understand “what is market” first. The word “market” derives from the Latin mercari
meaning “to buy or trade” and the infinitive finds its roots in merx, which means
“goods” .

The “market” lies in which goods or services may be sold or traded. Nowadays, it
can range from a simple open-air exchange of farm products to a description of an entire
economy, like the European Market, or a nebulous commercial function like the stock
market. The term also covers specific ethnic, cultural, religious, national, political,
or social groups. People may purposefully group themselves together as market (e.
g., NAFTA) or they may come together by circumstantial default (e. g., adults 21
to 30 years old). And all markets can be subdivided or segmented into smaller and
smaller groups. In general, if you move your products from the domestic market to the
foreign market, -you are taking the international marketing.

As a matter of fact, lots of people define the concept with different methods.
Especially, marketing is very different from the market. Marketing is the process of the
operation and management, and lots of people give the different concepts, for example,
some people think the marketing is the process that the company get profits with their
resources, others think the marketing is the process that the enterprises beat their
competitors in the real world, and Philip Kotler said “Marketing is the sum of all of the

social relationships. ”

.2.



Chapter 1 International Marketing Overview

The authors think it is not very important to give ‘an exact definition for
“marketing” , because it is a new word, which derived from America in 1960s. But
we should understand the characteristics of the concept.

1. Marketing is the activity of innovation

This means marketing needs the marketers to use their ability and wisdom to make
profits for the company and it is impossible for any companies to occupy the market for a
long time if they don’t take any innovation in the fields of production, promotion, price
or distribution. All of the famous and outstanding companies in the world base their
market position on innovation without exception.

For example, Dell has become the famous IT company because it has created the
direct-sell model; Haier has become the most famous home appliance brand in China
depending on its service system, Nokia has become the first brand in the mobile phone
for a long time because it introduced at least 3 types of new mobiles in just one month
and Apple can beat Nokia to become the first brand mobile phone in today’s market just
because of its advanced technology. So marketing is a creative activity, it is impossible
for any companies to defeat their competitors if they don’t take innovation. Moreover,
the international market is more complex than domestic market. It requires the
managements to take innovation in all of the aspects of marketing.

2. Marketing is the process to satisfy the demand of consumers

All managements must understand that the goal of every company is to make
profits, and if you want to reach it, the first question you have to face is how to satisfy
the demand of your consumers and it is the only way for you to make money in the real
world.

With social and economic development, the consumer’s demands change
constantly, and the basic mission for the managements is to study your consumers and
make your products or services satisfy their demand. Of course, it is not very easy,
especially when you want to study the foreigner’s consumption habits or other factors
influencing their behaviors, you have to face different languages, different income
level, different regulations, etc. This is why international marketing is more complex
than domestic marketing.

3. Marketing is the process of the management

Management plays the most important role in any marketing process, whether
domestic or international marketing and all of the marketing goals should be reached by
management, including the resource integration, product manufacture, product sales,
promotion, and the study of market environments. Excellent management is essential
for any companies to win the market, especially for multinational companies. Any
success in marketing is based on the outstanding management. For example, as one of

the most famous multinationals, GE is the most successful company in the world, and

B
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the most important reason is that it occupied the world market with the strong
management resources.

4. Marketing is the bridge between the society and enterprises

The goal of marketing is to make’ money for the companies. Marketing is a process,
any companies must sell their products or services to their consumers to achieve their
value. However, it is not very easy, because manufacturers have to try their best to
persuade consumers to buy, and all of the products should be supervised by the
authorities and public. That means the managers not only have to contact the consumers
and show the advantages of their products to them, but also have to understand the
relevant policies and the public value. At the same time, they have to utilize various
media to introduce their products or establish the brand name in consumer mind. All of
the above require the managers to take various marketing methods to reach the goal.
This is why marketing is the bridge between the society and enterprises.

5. Marketing is the unique activity for human beings

Adam Smith said: “Nobody saw two dogs were exchanging their bones in the
world. ” The sentence means only people can take marketing activities and if you want to
win the market, you have to deal with different relationship and analyze different
situation. Another important content for marketers to study is the “demand” of
consumers. As a matter of fact, the consumer’s demand is the greatest force to lead the
market ; the excellent companies always pay more attention to demand than supply, and

it is another reason for them to succeed in the marketplace.

1.2 The basic characteristics of multinationals

Beyond all question, international companies are playing the major role in
international marketing. However, how to define the international company is a
theoretical question. International marketing, like other fields of study, has its own
terminology. To assist you in learning the special terminology and understanding the
important contents of the book more easily, we have listed the most important terms at

the end of each chapter.
Multinational, global, international and transnational

For international companies, as with any new disciplines, definitions of a number
of words vary among users. For example, some people use the words “world” and
“global” interchangeable with “multinational” to describe a business with widespread
international operations; but others define a global firm as one that attempts to

standardize operations .in all functional areas but that responds to national market

. 4.
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differences when necessary. According to this definition, a global firm’s management:

(1) Searches for market opportunities in the world, threats from competitors,
sources of products, raw materials, and financing, personnel. In other words, it has
global vision. For those international managers, the basic qualification is to possess the
global vision. If you can not integrate your resources in the world, it is impossible for
you to reduce your costs less and take the advantageous position in the world market.

(2) Seeks to maintain a presence in key market. Market exists everywhere, but
is different from one place to another, one of the most important for the international
managers is to find out the most efficient market for your company, because the market
can not only make profits for the company, but also can create the great brand or image
for the company.

(3) Looks for similarities, not differences, among markets. This is because all
of the marketing operation requires the companies to invest the resources and familiar
markets can reduce the expenditures for the company and make the operation easier.

Those who use global in this sense define a multinational company as a kind of
holding company with a number of overseas operations, each of which is left to adapt its
products and marketing strategy to what local managers perceive to be unique aspects of
their individual markets. Some academic writers suggest using terms such as
multidomestic and mulitlocal as synonyms for this definition of multinational. You will
also find those who consider Multinational Corporation to be synonymous with
multinational enterprise and transnational corporation.

The United Nations and the governments of most developing nations have been
using transnational instead of multinational to describe a firm doing business in more
than one country. Some academic writers have employed the term for a company that
combines the characteristics of global and multinational firms.

(1) Trying to achieve economies of scale through global integration of its
functional areas.

(2) Being highly responsive to different local environments (a newer name is
multicultural multinational ).

Businesspeople, though, usually define a transnational as a company formed by a
merger (not a joint venture) of two firms of approximately the same size that are from
different countries. Example, Unilever ( Dutch-English), Shell ( Dutch-English ),
Azko-Enka (Dutch-German), and ABB, a merger of ASEA (Swedish) and Brown-

Bovari ( Swiss).
Definitions used in this text

In this text, we will employ the definitions listed below, which are generally

accepted by businesspeople. Although we primarily use the terms such as “global,

. 5.
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multinational, and international firms or companies”, at times we may use
“multinational enterprise” interchangeable with international company inasmuch as both
terms are employed in the literature and in practice.

(1) International marketing is business whose activities involve crossing national
borders. This definition includes not only international trade and foreign manufacturing
but also the growing service industry in such areas as transportation, tourism, banking,
advertising, construction, retailing, wholesaling, and mass communications. In a
word, if you take your business from domestic market to a foreign one, you are taking
international marketing.

(2) International marketing denotes the domestic operations within a foreign
country. This term is sometimes used interchangeably with international business by
some writers.

(3) Multinational company is an organization with multicountry affiliates, each of
which formulates its own marketing strategy based on perceived market differences.

(4) Global company is an organization that attempts to standardize operations
worldwide in all functional areas.

(5) International company refers to both global and multinational companies.
The brief history of international marketing and multinationals

While international marketing as a discipline is relatively new, international
marketing as a business practice is not. As a matter of fact, human took international
business in early century. For example, the famous “silk road” appeared in Han
Dynasty. Of course, the past international business was very different from the present.

According to the foreign history, before the time of Christ, Phoenician and Greek
merchants were sending representatives abroad to sell their goods. In 1600s, the
British East India Company, a newly formed trading firm, established foreign branches
throughout Asia. At the same time, a number of Dutch companies, which had
organized in 1509 to open shipping routes to the East, the Dutch East India company
also opened branch offices in Asia. American colonial traders began operating in a
similar fashion in the 1700s.

Early examples of American foreign direct investment were the English plants set up
by Colt Fire Arms and Ford, which were established before the Civil War. Both
operations failed, however, after only a few years.

The first successful American venture into foreign market was the Scotch factory
built by Singer Sewing Machine in 1868 and most scholars admit that it is the signal of
the multinational company. By 1880, Singer had become a worldwide corporation with
an outstanding foreign sales organization and several overseas manufacturing plants.

Other firms soon followed, and by 1914, at least 37 American companies had

« e
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production facilities in two or more overseas locations. .

Among those firms already established overseas were National Cash Register, with
manufacturing plants in Europe; Parke-Davis, with a plant near London; and Ford
motor company, which had assembly plants or distribution outlets in 14 countries.
General motors and Chrysler soon followed afterward, so that by the 1920s, all three
companies had sizable foreign operations. Another early overseas investor was General
Electric, which, by 1919, had plants in Europe, Latin America, and Asia. Other
investors included American Tobacco, Armour, Coca-Cola, Eastman Kodak,
Gillette, Quaker Oats, Western Electric, and Westinghouse.

Although American firms were by far the largest foreign investors, European
companies were also moving overseas. Friedrich Bayer purchased an interest in a New
York plant in 1865, two years after setting up his plant in Germany. Then, because of
high import duties in his oversea markets, he proceeded to establish plants in Russia,
France, and Belgium. Bayer, now one of the three largest chemical companies in the
world, has operations in 70 countries. Its annual sales in the United States alone are
over $4 billion. Interestingly, Bayer, after many years of trying, was able recently to
buy the over-the-counter drug division of Eastman Kodak, present manufacturer and
owner of the brand name Bayer aspirin.

From 2005, lots of Chinese companies like PetroChina, Sinopec, Huawei and
Haier began to invest in foreign countries. Just in 2010, China’s reached over $ 50
billion. And it is influencing the world investment structure greatly, with the fast
economic development, the trend will be stronger and stronger.

The global foreign direct investment surged from 2003 to 2007, and the total FDI
reached near $2000 billions in 2008, but influenced by the financial crisis, the FDI
began to drop from 2009 (Chart 1 -1).

$billion
2500

2000 7]

1500 |

0 L ) : L 1 1

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Chart 1 -1 Total FDI from 1998 to 2009

Although international firms existed before World War [ , they have only become

the subject of much discussion and investigation after 1970s, especially concerning the

. o
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increasing globalization of their production and markets. In another word, globalization

promoted the development of FDI vastly.

1.3 Reasons for globalization

With economic development, globalization has become one of the most important
forms for the world economy. Particularly, after 2001, China became a member of
WTO, relying on its tremendous production ability. It became the most important
producer in the world and large sums of the products ( made in China) not only
changed the life of the people around the world, but also changed the rules of the world
trade and investment direction. More and more foreign money entered China and
utilized cheap labor and other resources to provide the cheap merchandises for the
world. And the situation influenced the world economic structure enormously and
promoted the development of the globalization.

At the same time, more and more governments realized that they have to adapt to
the globalization trend and take more international cooperation if they want to improve
their people’s life and get more benefits from international trade and international

investment.
Four forces to promote globalization

Four interrelated forces are leading international firms to the globalization of their
production and international marketing;

(1) The development of the modern science and technology, especially advances
in computer and communications technology permit an increasing flow of ideas and
information across borders, enabling customers to learn about foreign goods. Cable
systems in Europe and Asia, for example, allow an advertiser to reach numerous
countries simultaneously, thus creating a regional and sometimes global demand.
Global communications networks enable manufacturing personnel to coordinate
production and design functions worldwide so that plants in many parts of the world may
be working on the same product. Not only does the situation make management get the
cheaper raw materials, but it also, more important, makes the cost less.

(2) The progressive reduction of barriers to investment and trade by most
governments is hastening the opening of new markets by international firms that are both
exporting to them and building production facilities for local manufacture. Lots of
governments realized they had to take the globalization because it is the only way for the
country to develop its comparative advantages.

(3) There is a trend toward the unification and socialization of the global
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communities. Preferential trading arrangements, such as the north American free trade
agreement and the European Union, which group several nations into a single market
have presented firms with significant marketing opportunities. Many have moved swiftly
to enter, either through exporting or producing in the area. At the same time, lots of
countries signed bilateral or multilateral FTA (free trade agreement, example, FTA
between China and Southeast Union began to carry out in January 1, 2010). Not only
have these agreements promoted the development of world trade, but also accelerated
the integration of the world resources. That is to say, more multinational companies can
establish their plants in foreign countries.

(4) More and more governments realize the most important mission for them is to
promote the economic development and improve the domestic living standard and if they
want to reach the goal they have to use foreign resources. Cooperation is the only way to
achieve the target.

In general, lots of forces promoted the development of the globalization and all of
the factors not only influence various national polices, but they also influence the
marketing strategies of international companies. Today, it is very impossible for any
company to establish their brand name or become world-famous company if they ignore
the effect of the globalization and it is the only way for them to take the global
competition if they want to win the markets. Another word, the globalization influences
and changes the rules of the world business and the regulations of the international

companies.

1.4 Explosive growth

Since China became a member of WTO in 2001, the world trade achieved an
explosive growth. One variable commonly used to measure where and how fast
internationalization is taking place is the increase of total foreign direct investment.

For example, although influenced by the financial crisis in 2008, Chinese FDI
grew 27.3% compared with that in 2007, and the foreign investment in actual use
reached $92. 4 billion. By now, America is the largest country to invest in foreign
markets and the international firms in Japan and Europe have, since the beginning of
the 1980s, increased their share of the total foreign investment. At the same time,
China, as a emerging exceeded country, invested over $ 50 billion in 2010 and its total
export-import volume broke out $ 3000 billion in 2010 since 2009, it has become the
largest exporting country in the world.

By now, America is the most important market for foreign investors and it can hold

about $ 170 billion foreign money every year and international firms coming from the



