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Lecture Objectives

Discuss how the international trade system and the economic, political-legal, and cultural A gilally drwbudly LalaidYl liudly ddgull 8)lxdll pllas 506 didle v/
environments affect a company’s international marketing decisions. L9l sl ShL3 (3 Ldlitlly

Global Marketing Today

Describe three key approaches to enterina international markets. A9l Bl gudl J g5 BN daa3 I J5-1dadl Canog v
Deciding How to Enter the Market

Explain how companies adapt their marketing strategies and mixes for international markets. 3ol 2o gl gzl polics Sl CuSH LaS mudg ¥
Deciding on the Global Marketing Program Ao

|dentify the three major forms of international marketing organization. RUESURIPORIPWESHEC W JEEY wass v
Deciding on the Global Marketing Organization
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The world is becoming increasingly interconnected as a result of

advances in digital communications, transportation, and financial
flows, which have facilitated the movement of products and
services across countries and their expansion into multiple
markets. This is evident in the global presence of brands such as
McDonald’s, Netflix, Samsung, Zara, Caterpillar, BMW, and
Facebook.

This expansion reflects the growing interconnectedness of
markets, cultures, and consumption activities. Consumers can
now use foreign products, access international content, and
communicate digitally with individuals around the world.

In fact, this interconnectedness has made the global environment
a source of both opportunities and threats, and international
developments now affect most marketers either directly or
indirectly. Therefore, contemporary marketing requires
monitoring global changes and understanding their effects on

companies, markets, and consumers.
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* International trade has expanded significantly over recent decades, coinciding with
the increasing number of multinational companies and the growing scale of their
operations. The number of these companies has exceeded sixty-five thousand, and
some have become major economic entities comparable in size to the economies of
many countries.

*  Walmart is an example of the economic power of global companies; it has a
substantial scale in terms of sales, profits, assets, and market value, and its annual
revenues exceed the gross domestic product of a large number of countries

worldwide.

Although global trade has been affected by the economic recession, the value of
international trade in products reached approximately sixteen and a half trillion
dollars, accounting for nearly twenty-two percent of global gross domestic product.
* These indicators demonstrate that global marketing is no longer a secondary
activity but has become an essential component of business operations due to the
growing interconnectedness of markets, the expansion of international trade, and

the increasing power and influence of multinational companies in the global

\economy.
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markets, including Coca-Cola, McDonald’s, Starbucks, Nike, General Electric,
IBM, Apple, Google, Colgate, Caterpillar, and Boeing. These companies have
expanded beyond their domestic markets and have come to view the world as
an integrated market for their products and services.

* In contrast, non-American brands have established a strong presence in the
U.S. market, including Toyota, Samsung, Nestlé, IKEA, Canon, and Adidas.
Moreover, some products that appear to be of American origin may be
manufactured or owned by foreign companies. This confirms the
interconnectedness of ownership, production, and marketing across countries
and the difficulty of separating domestic markets from global markets.

* Many companies depend heavily on foreign markets, as they generate a 3) Sy 51 Blgdll e 58 Aoyl B 6 detaly e
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significant proportion of their sales and revenues outside their domestic
markets. Some companies have also expanded to offer thousands of products

to consumers in a large number of countries. These examples demonstrate

that the global market has become a major domain of corporate activity
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As global trade grows, international companies are

expanding strongly into new markets, and domestic
markets no longer provide lasting protection from
foreign competition or sufficient opportunities for long-
term growth. Therefore, delaying expansion into
international markets may result in a company being
excluded from growing and promising markets, such as
those in Europe, China, the Pacific region, Russia, India,
and Brazil.

In fact, remaining within the domestic market does not
mean that a company will be insulated from global
competition, as foreign companies can enter that
market and compete with it directly. Thus, international
expansion has become a means of achieving growth
and benefiting from external opportunities, as well as a

necessary response to increasing global competition.
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* Restrictive government policies and regulations.
* High trade barriers.
* Aslowdown in the global economic environment.

* Intensifying international competition. Aol Ludliadl dclms o

* The prevalence of corruption and bribery in some markets. Blgedl ans 3 Bodily bl HLadsl @

* These risks may affect companies’ ability to enter foreign markets and de OBl 55 3 bl sda 5 dbs e
conduct their operations efficiently and ethically. Therefore, global Anlyg 525 (lesT ooy duin¥l Blgwdl Jgioo
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that operates in more than one country
and derives advantages from its
international activities in research and
development, production, marketing,
financing, costs, and reputation that may
not be available to competitors operating
only in the domestic market.

A global company views the world as an
interconnected market. It obtains capital,
materials, and components from multiple
international  sources and  selects
manufacturing and marketing locations
that help it achieve the best performance
while minimizing the influence of national

boundaries on its decisions.
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Global success does not require a company to operate in

dozens of countries; small companies may conduct
business internationally by serving a specific niche market.
The development of e-commerce and digital
communication technologies has also facilitated reaching
customers and conducting business in foreign markets.
Thus, the accelerating trend toward globalization requires
companies, regardless of their size, to answer a set of
guestions concerning the following:

The company’s position in domestic, regional, and global
markets.

The nature, strategies, and resources of global
competitors.

Appropriate locations for producing or sourcing products.
Strategic alliances that can be established with other

companies worldwide.
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First) The International Trade System

Before entering international markets, a company must understand the
global marketing environment because trade, economic, political, and |
cultural systems differ across countries. As the company’s international
operations expand, its need to analyze the conditions of different
markets and the restrictions that may affect its ability to enter and
compete increases. The international trade system is one of the most
important elements of this environment, as it includes a set of

restrictions and agreements that regulate the movement of goods and ;I )l peg gl o oledsdlg el Q! o5 1 LBy 59l ye

services among countries. The most important of these are as follows: . . 1 s 5 4.5 .
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domestic companies from foreign competition, and limit the entry L . . o . .
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disputes and reciprocal responses among countries. Jadl e Aolie
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* Foreign exchange controls: A country may impose restrictions on
the amount of foreign currency available or control its exchange

rates relative to other currencies. These controls affect companies’ OB 8yu8 (§ Lolgall 0ds 3559 .53V OMeall &jlae b ae Hlawd 3 @S
ability to finance import operations and transfer their revenues and ) )
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Non-Tariff Trade Barriers: Non-tariff barriers
include restrictions that do not take the form
of direct duties or taxes, such as:
discrimination against the offerings of foreign
companies, the imposition of restrictive
product standards, the application of highly
complex regulations and procedures, the
imposition of difficult local requirements, and
the implementation of unjustified
enforcement measures. These barriers may
limit foreign companies’ ability to enter the
market or increase their operating costs, even
when high tariffs are not imposed.

Facilitating International Trade: The
international trade system is not limited to
restrictions; it also includes institutions and
agreements that seek to encourage trade,
such as: the World Trade Organization,
regional free trade agreements, free trade
areas, and economic communities among
countries. These arrangements aim to reduce
trade barriers, facilitate the movement of
goods and services, and strengthen
cooperation and exchange among markets.

@ Nontariff trade barriers: Because of nontariff obstacles, Walmart
recently scaled down its once-ambitious plans to expand in India’s huge
but fragmented retail market.
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The World Trade Organization and regional free trade
areas contribute to promoting international trade by
establishing the rules governing it and reducing
barriers that hinder the movement of goods, services,
and capital among countries.

* World Trade Organization: The World Trade
Organization aims to support global trade and
reduce tariffs and other trade barriers. The
organization performs several major roles,
including: establishing the rules of international
trade, monitoring member countries’ compliance
with trade rules, settling trade disputes among
countries, encouraging the reduction of trade
barriers, preventing unfair trade practices, and
facilitating trade while maintaining consumer and
environmental protection.

* Regional Free Trade Areas: Free trade areas and

economic communities represent groups of

countries that cooperate to achieve common
objectives in regulating trade and facilitating the
movement of products, services, capital, and
labor among them. Examples of regional free
trade areas include: the European Union, the

North American Free Trade Agreement (NAFTA),

and the Gulf Cooperation Council.

=41
NAFTA

NORTH AMERICAN FREE
TRADE AGREEMENT

@ daalBYl Byl B)lotll 3blieg dxallall B)loxdll dalaie Q
Judasy dlg) dedarall uelgdll gy UM o Adoll Byl 3p3a3
on JIgdl p9ds wleasdly adl JWsl Ggad () 5lgadl

.Jo|
0 | dadladl 8l delaie U 1dwllall Byl dalaie
Bloadl o0 Lty ASiexdl pguwyl (audsiy duellall 8l

Aelgd aupg 1§ i ey Hlaol Boay delaiell allasals 4oyl
Lgud doyltll aelgall slbacl Joudl ol 4150 (A9l 8yl
Bl plol jxlgmdl ks aedd (Jodll o Ayl lell
o Bl &Sy Jagudy Aolall pe el Olleddl e

Adly Slgie)l Llox o dladlll
Byl Bylaidl Bblie Jied 1duedsYl 8yl Bl gble o
Gl g 09l Joudl o Wilaessd LaLaidy) Olasizxally
Oloaslly Olminall JED! Jogudy blmill paais (3 A
Bl bl e Yl (109 i Ld Dlaally JIgadl (usd)g
KoY 8yl ylall 4B c39y9Y1 Sl idaadBY! Byl

(3l Oglad) Gudmog ¢(180) ddlasdl

_/




Chapter

09

Elements of the Global Marketing Environment

MIDOCEAN

UNIVERSITYI'

Second) The Economic Environment

The international marketer must examine a country’s economic
environment before entering its market, as its market attractiveness is
primarily determined by two factors: industrial structure and income
distribution. These two factors influence consumer needs, the level of
demand, purchasing power, and the types of products and services
appropriate for the market.

O Industrial Structure: A country’s industrial structure determines income
and employment levels, as well as the types of products and services it
needs. Three main patterns can be distinguished:

* Subsistence Economies: In these economies, the majority of the
population consumes most of its agricultural output and exchanges the
limited surplus for basic goods and services; therefore, they offer
limited market opportunities.

* Industrial Economies: These economies are characterized by diversified
industrial activities and a large middle class. They represent major
markets for the exchange of manufactured goods and services, making
them attractive markets for a wide range of products.

* Emerging Economies: These economies experience rapid economic
growth and industrialization, such as the BRICS countries and certain
other markets. Industrialization in these economies leads to the
emergence of affluent groups and the growth of the middle class,
thereby increasing demand for new types of goods and services. In light
of slowing growth and intensifying competition in developed markets,
companies are turning to emerging economies in search of new growth

\opportunities.

ENVIRONMENT
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Income Distribution: Income distribution affects
the size and purchasing power of market
segments. A country may include low-, middle-,
and high-income households, or income may be
concentrated between two widely separated
groups: one with low income and the other with
high income. Therefore, a low average national
income does not necessarily indicate weak market
attractiveness, as the country may contain
suitable segments for different products. A
company'’s success depends on understanding the
income structure, identifying target segments,
and developing offerings that correspond to their
needs and purchasing power.

Slowing economic growth has led companies to
focus on what is known as the bottom of the
economic pyramid, a vast and relatively untapped
market consisting of the world’s lowest-income
consumers. Companies from various industries
have begun targeting low- and middle-income
consumers in subsistence and emerging
economies. Targeting these segments requires
offering products and services that correspond to
their basic needs and financial capabilities while
taking into account the surrounding economic and

k structural conditions.

@ With sales stagnating in its mature markets, Coca-Cola is looking
to emerging markets—such as Africa—to meet its ambitious growth
goals. Its African distribution network is rudimentary but effective.
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Political and legal environments vary across countries.
Therefore, before entering any international market, a company
must evaluate the factors that affect the ease of doing business
and the level of risk, most notably:

* the country’s attitude toward foreign companies,
e government bureaucracy,

« political and regulatory stability, Baall jlad Cldasy e
*  monetary regulations,

* and exchange rate fluctuations.

Selling to the world’s poor: At only $69, Godrej’s ChotuKool (“little cool”) does a
better job of meeting the needs of low-end Indian consumers at half the price of

k even the most basic conventional refrigerator. /
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Each country has its own customs, norms, and cultural taboos. Therefore,
global companies must understand the influence of culture on consumers’
thinking, behavior, and responses to products and marketing messages. They
should also recognize the potential impact of their marketing activities on the
local culture, which helps them develop programs suited to the characteristics
of each market.

Analyzing the cultural environment in global markets requires examining a set Lgan] oliall yo As gaz
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of elements, the most important of which include:

e Consumer customs and product usage patterns.
*  Prevailing values and beliefs.

e  Cultural symbols and taboos.

* Communication and negotiation styles.

* Greeting conventions and body language. Auclaandl Mlabaally Jasd duglas CIsT  ®

* Business etiquette and social interactions. Asbusd! dolodly 28l LLaa) o

RUESNIFICENJE EICIPOREVE S FOR TR (I
KThe impact of the marketing strategy on the local community. )

* Sensitive cultural and political issues.
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Global brands influence local cultures by

introducing new values, symbols, and
consumption patterns, which may raise
concerns about the loss of cultural identity
or the dominance of a particular culture. In
contrast, these brands adapt to local
customs and acquire new elements from
them.

Therefore, cultural globalization is not a
one-way process; rather, it is an interactive
process that combines the global diffusion
of brands, adaptation to local cultures, and
the continuous exchange of cultural

influences among societies.
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A company may enter global markets for several reasons, o
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most notably:

e Confronting Global Competitors: Foreign competitors
may enter the domestic market with superior
products or lower prices, prompting the company to
compete with them in their home markets to limit

their resources and competitive capabilities. ross 48 1y Bloudl U] Slasll dzdlya o
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* Following Customers into Foreign Markets: The
company’s customers may expand internationally and
require continued access to its services in new
markets.

* Seeking Growth Opportunities: International markets
may provide growth opportunities that exceed those
available in the domestic market.

» Offsetting Domestic Market Stagnation: The company

may use international expansion to offset slowing

\demand or declining sales in its home market.
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Before deciding to enter foreign markets, the company should

balance the opportunities against the risks and assess its readiness

to operate in global markets. This requires evaluating its ability to:

* Understand consumer preferences and purchasing behavior in
other countries.

» Offer attractive and competitive products.

* Adapt products and marketing programs to the needs of target
markets.

* Understand and adapt to different business cultures.

* Deal effectively with foreign customers, distributors, suppliers,
and other parties.

* Provide managers with international knowledge and experience. ity 3Ly Ao ol ga Jolatll @

* Understand the legal systems and regulations in target countries. sl AUl dadaitly AW 3ylsall pig5 @

* Manage political, economic, and currency risks.

* Provide the financial and organizational resources required for

expansion.
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Before expanding internationally, the company should determine its

international marketing objectives and policies, as well as its target level of
foreign sales. Some companies may begin their international operations on a
limited scale, whereas others plan from the outset to make international
markets equal to or more important than the domestic market.

The number of target countries should also be determined carefully, and rapid
expansion into numerous markets should be avoided to prevent the company’s
resources from becoming overstretched and exceeding its managerial and
operational capabilities.

After preparing a list of potential markets, the company evaluates the
attractiveness of each market in light of several factors, most notably: the
market’s suitability for the nature of the product, location and geographic
factors, population size and income level, growth rates and demand potential,
political and legal conditions, the intensity of local competition, cultural and
behavioral differences, the level of infrastructure, the availability of payment
systems and delivery services, and the company’s ability to adapt its business

model.
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Amazon’s Entry into the Indian Market

* Amazon’s experience in India illustrates the importance of
conducting a comprehensive evaluation of international markets.
The Indian market was highly attractive because of its large
population, rapid economic growth, and the relatively low
penetration of the Internet and online shopping at the time, which
indicated substantial potential for e-commerce growth. However, the
company faced several major challenges, most notably: local
competition, legal restrictions, delivery challenges, limited payment
methods, and limited Internet access.

* Amazon’s experience confirms that success in a new
international market requires adapting the company’s business
model to the characteristics of the local market rather than directly
transferring the model applied in the home market. This may involve
modifying: the market entry method, relationships with sellers and

intermediaries, the payment system, delivery methods, the channels

u\sed to reach consumers, and operational and marketing processes.

® Entering new global markets: Amazon’s entry into India seems like
a no-brainer. But it's also a very large and complex undertaking. The
challenge is summed up by this slogan: “Transforming the way India
sells, transforming the way India buys.”
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Indicators of Market Potential

Demographic Characteristics

Sociocultural Factors

Education
Population size and growth
Fopulation age compaosition

Geographic Characteristics

Consumer lifestyles, beliefs, and values
Business norms and approaches
Cultural and social norms

Languages

Political and Legal Factors

Climate

Country size

Fopulation density —urban, rural
Transportation structure and
market accessibility

Economic Factors

MNational priorities

Political stability

Government attitudes toward global trade
Government bureaucracy

Monetary and trade regulations

GDP size and growth

Income distribution

Industrial infrastructure

Matural resources

Financial and human resources
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After selecting the target international market, the company must determine the
appropriate market entry strategy. The major alternatives are exporting, joint venturing,
and direct investment. These alternatives differ in terms of the level of resources and
commitment, the degree of risk and control, and the potential return. In general, as the
company moves from exporting to joint venturing and then to direct investment, its level
of commitment to the foreign market increases, as do the levels of risk and control, along

with the potential for higher profits.
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First) Exporting: Exporting is the simplest method of entering
international markets. It involves selling products manufactured in the
home country to foreign markets, either without modification or with
limited adaptation to suit the target market. Exporting may be irregular,
when the company occasionally sells its surplus production in foreign
markets, or regular, when the company adopts it as an ongoing strategic
orientation. Exporting requires relatively limited changes in product lines,
organization, and investment. It takes two main forms:

* Indirect Exporting: The company relies on independent international
marketing intermediaries. This approach involves lower investment
and risk and enables the company to benefit from the intermediaries’
knowledge and experience, but it provides limited control over
marketing operations.

* Direct Exporting: The company manages its export operations
independently. This approach requires greater investment and

expertise and involves relatively higher risks, but it provides greater

\control and better opportunities for generating returns.
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Second) Joint Venturing: Joint venturing involves cooperation

between the company and a foreign party to produce or market il e iS5 2y Addgiuell Badl § Lgiigud EIRSIES N gy 6“"‘
products in the target market. It differs from exporting because it Sl e Cabiss S cdaindl Bowd!l J51o 3S1d o (SaBls bl de2g:
involves a contractual relationship or partnership within the foreign ) ) )

market. It also differs from direct investment because the company leg Al Ay ghaissy Oldeall 48y Bale 3,45 Y dS3dl ol @ ol
does not usually have sole ownership and control of the operations. BV sghcy (Bl adsatlly LasAll rus) ISl dayi aSia
Joint venturing takes four main forms: licensing, contract )

manufacturing, management contracting, and joint ownership. LS AN P AU

* Licensing: Licensing involves granting a foreign company the right
to use a trademark, patent, manufacturing process, trade secret, or
another valuable asset in return for fees or royalties. Licensing allows
the company to enter the market with limited investment and
relatively low risk. It also provides the licensee with an established
product or production expertise without having to develop it from
the beginning. However, the company has less control, and the
licensee may become a competitor after the agreement expires. )
* Contract Manufacturing: Contract manufacturing involves an OasY lgil day udlio J] A jasyall )kl
agreement with manufacturers in the foreign market to produce the PR 5w | alan Aol m il O TI II .
company’s products or provide its services. This approach helps S o o A S e a8l gl 5l (80 gl

. . . . © International licensing: The Tokyo Disney Resort is owned and . £ . - . .o £ - . e .- o, % .
achieve: rapid market entry, reduced investment and risk, access to  meominscomanymmsssnomen. 1A Dokl 1dp Aclung gleds @i gl lglmine ZlBY duid) Ggud!

company) under license from The Walt Disney Company.
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* Management Contracting: Under management contracts, the company
provides its managerial expertise and knowledge to a foreign project, while
the other party provides the capital. Thus, the company exports
management services rather than products. Management contracting is
characterized by low risk and the generation of income from the beginning
of operations, but it may: deplete limited managerial resources and
expertise, temporarily prevent the company from establishing its own
operations in the market, transfer knowledge to a party that may become a
future competitor, and generate a lower return than could be achieved
through full ownership. Management contracts may develop into joint
ownership if the company agrees to purchase a share in the project within a
specified period.

* Joint Ownership: Joint ownership involves cooperation between the
company and local investors to establish a venture that they jointly own and
manage. This may be achieved by purchasing a share in an existing venture
or establishing a new one. The company may adopt this approach because
of limited financial or managerial resources, to benefit from the local
partner’s market knowledge, or to comply with government regulations
requiring local participation. Joint ownership provides several advantages,
most notably: pooling resources and expertise, sharing costs and risks,
benefiting from the partner’s market knowledge, and facilitating compliance
with government restrictions. However, it may lead to disagreements over
management, the reinvestment or distribution of profits, marketing policies,
and the degree of control. It may also make it more difficult to implement
standardized global production and marketing policies.

\_

@ Joint ownership and direct investment: To increase its
understanding and influence in China’s huge mobile device
market, Intel has invested heavily there in joint ownership
ventures and its own manufacturing facilities.
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Third) Direct Investment: Direct investment represents the highest level of
commitment to a foreign market and involves establishing assembly or
manufacturing facilities within the target country. This approach often
becomes appropriate after the company has acquired sufficient
international experience and when the market size and growth
opportunities can justify the required investments.

Intel provides an example of this approach, as it invested in manufacturing
and research facilities in China based on the importance of the Chinese
market for achieving future growth and improving customer service.
Advantages of Direct Investment: Direct investment provides the company
with several advantages, most notably:

v' Benefiting from lower labor and raw material costs.

v" Obtaining investment incentives offered by the host country.

v" Reducing shipping and transportation costs.

v" Improving the company’s image by creating local employment
opportunities.

v" Building deeper relationships with governments, customers, suppliers,

and distributors.

v" Enhancing market understanding and adapting products to the needs of
local consumers.

v' Maintaining a high degree of control over production and marketing
operations.

v" Developing policies that support long-term international objectives.
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Risks of Direct Investment: Direct investment involves the highest
levels of financial commitment and risk, the most prominent of

which include:

=  Government restrictions and interventions.

= Currency depreciation and exchange rate fluctuations.

= Declining demand or market contraction.

= Political and regulatory changes.

= High financial and operating costs.

= Difficulty withdrawing from the market because of the
substantial investments involved.
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The company may have to accept some of these risks if it wishes to

maintain its presence and investments in the host country.

Direct investment is more appropriate when:

v' The company has sufficient experience in international gl Blgudl (3 436 Bps ISl Wlied v
markets. - . : . .
.30 1aelg9 1S Wugiwal Bgudl 090 v
v' The target market is large and offers promising growth 5o ) 50l 0552
opportunities. Lo U] 13929 dudlinadl Cdlais v/
v' Competition requires a local production presence. T . e .
Aoy dyylaYlg Adlell o)l gadl pd as & i v
v' The company can provide the necessary financial and i ) 5ol 05
managerial resources. Glae de 8T8,k Gaiod 3 Sl ey v
v" The company seeks greater control over its operations. - . . - -
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After entering international markets, the company must determine the

extent to which it needs to standardize its marketing strategies or adapt

them to local conditions. It has two main strategies: standardized global -

marketing and adapted global marketing.
First) Standardized Global Marketing: Standardized global marketing
involves using the same basic marketing strategy and marketing mix

elements across different international markets, based on the increasing

convergence of consumer needs worldwide. This approach provides

several advantages, most notably:

v

AN N N N

Standardizing the brand identity globally.

Achieving consistency across different markets.

Reducing the costs of developing products and marketing programs.
Benefiting from economies of scale.

Strengthening the brand’s power and global presence.

However, complete standardization may not account for cultural,

economic, and behavioral differences among markets.
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Second) Adapted Global Marketing: Adapted global marketing involves modifying
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the strategy and the elements of the marketing mix to fit the characteristics of each

target market. Adaptation may include:

v
v
v
v

Product features and design.

J — 251 3ybg bl Sl
Price levels and payment methods. -
29l olgid

Distribution channels. GROUPE g Al Al 2915 5Ly

Promotional messages and activities.

Brand positioning.

Although this approach involves higher costs, it helps the company respond
precisely to the needs of local consumers and may lead to increased market
share and returns. Its importance stems from the continuing differences among
consumers across countries in terms of culture, purchasing power, needs,
product preferences, and shopping habits.

The choice between standardization and adaptation is not an absolute
decision; rather, it involves determining the appropriate degree of each. Thus,
companies adopt the principle: Think globally and act locally.

This principle involves benefiting from brand strength and cost efficiency at the
global level while adapting products and marketing programs to meet the
needs of local markets. Therefore, a company may standardize its brand name
and core identity while adapting the product, price, distribution, and
promotion to each market.
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Five global Product and communications strategies
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International Product
When entering global markets, a company must determine the
extent to which the product and marketing communications need
to be modified to suit consumer needs and usage conditions in
each market. Within this framework, there are five major strategies
ranging from complete standardization to the creation of new
products.
First) Straight Product Extension: This involves marketing the
product and its marketing communications in the foreign market
without making substantial modifications to either. The success of
this strategy requires ensuring that consumers can use the product
in its current form rather than assuming that its domestic success
guarantees global success. Its main advantages include: lower
product development costs, no need to modify manufacturing
operations, consistency across markets, and economies of scale.
However, ignoring local differences may result in product failure
and incompatibility with consumer needs.
Second) Communication Adaptation: The company retains the
product without modification but adapts its advertising messages
and promotional methods to suit: the language of the market, local
culture and values, the meanings associated with images and
symbols, social and economic conditions, and patterns of
communication media use. This approach is appropriate when the
product performs the same function across different markets, but
the way it is presented and promoted to consumers needs to be
dapted.
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Third) Product Adaptation: This involves modifying the product to
suit consumer needs or local usage conditions while maintaining its
basic function. Modifications may include ingredients, flavors, size,
design, assortment, and presentation.

Fourth) Dual Adaptation: This involves modifying both the product
and marketing communications to suit the target market. The
company uses this strategy when consumer needs and usage
conditions differ, along with differences in language, culture, and
communication methods. Dual adaptation provides a greater fit
between the marketing offering and the local market, but it results
in higher costs for product development and marketing campaign
preparation.

Fifth) Product Invention: Product invention involves developing a

new good or service to meet consumer needs in a particular

market. This may be achieved by redesigning an existing product or
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creating an entirely new product.
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International Promotion

* Companies must determine the extent to which their domestic marketing
communications are appropriate for international markets. They may use the
same communication strategy globally or modify it according to the
characteristics of each market, a practice known as communication adaptation.

* Communication standardization involves using the same advertising concept
or message across different markets. This approach helps to: strengthen the
consistency of the global brand image, reduce the costs of developing
advertising campaigns, support the brand’s global presence, and benefit from
advertising themes shared among consumers.

* A message that is acceptable in one market may not be appropriate in
another because of differences in values, beliefs, and social behaviors. For
example, an advertisement showing chocolate being offered to unfamiliar
children may be accepted in some markets, whereas in other markets it may
raise concerns about accepting food from strangers.

* Therefore, marketing messages should be adapted to suit: local values and
beliefs, social customs and behaviors, the language of the target audience, the
cultural meanings of images and symbols, and the rules and regulations
governing advertising.

* Communication media vary across countries in terms of availability, cost, and
extent of use. Television advertising may be widespread in some countries but
limited or expensive in others. Some countries may also restrict the duration of
television advertisements or prohibit the advertising of certain products.
Therefore, the company must adapt its media mix and select media that are
appropriate to the media structure and prevailing regulations in each market.

\—

TPRKBARH
C“EVRDLEY MUIE

s @9)

ddgudl @Ylall dosde Sdo bl WA e gy o
Lgauct ALY Azl o)) pusiad b A9l Bl g ddeall
a5 2 Byad Lo g0 (g 5 pallas 389 Wi of alle
VL3l

Ayl Ayl of 8,Sall plasviwl e CYLaYl du>g5 pody o
Bludl 3325 s de dargill 1 deluog dabisedl Blgudl § lgus
el sle] GBI jaas dielle dyladl Al 8ygu0
R oALa.w}’b c‘b)L?uJ‘ dodal) uojla.n _)‘944.>=J\ p.c—.) cMM—C)“
OSlginad! o dS5liedl A Cile g4 gl

S Bgd AadDho digmo Bgew (§ A gutall Uiyl 0359314_9 .
b ezl OlSoluly Oldinally ol NS o
FaS Dol 6531 Blgwel § sy Loy sy Jlabl J) &Y 5851
" £bysdl (o plalall Jgeds

el re by Loy didbguadll Syl oSS gy U o
sseax)l dd) cdelaiml LS gludly cilslall (ol Coludiaolly
daaily selgdll Hgaly Hgmall ddladl (ludl (ugiuw!
CoMe delazall

20193 o o0 53T I Ags e Jbadl Jilug Laliss e
dawlg 2&.;..3_9.),&.1.2]\ uU}k—)’\ 0_953 489 | geldsuiw! (Say wg
Jes & ) dadliye 9l Bagdoee ST (Joll L S Hlaasyl
ubyﬁ-}" B ul.c \.)3.«.9 deJ‘ gLy U"J“U J9 LS LSP‘
de o iy dme Ol e ONeY gind ol (A g3a0l
Al go il (@) Bl slasly (el el Jodas 4S54l
g (3 Buludl delaiYlg dadley)l

_/




Chapter Deciding on the global Marketing Program
09 (! (fogaud] ol OLin 1,1 SLS)

MIDOCEA|

UNIVERSITY

* The adaptation process is not limited to the message content and the
medium used; it also includes: colors, images and characters, brand names,
symbols and signs, advertising slogans, wording, and modes of expression. A
color or symbol may carry a positive meaning in one culture and an
inappropriate connotation in another. Literal translations of names and slogans
may also produce ambiguous or offensive meanings. Therefore, translation
should convey the marketing meaning and cultural context, not merely the
words, and communication materials should be tested before use.

* Some companies adopt a standardized global advertising concept while
adapting its execution in each market. Under this approach, the company
maintains the core meaning of the brand but modifies: wording and language,

images and scenes, characters used, examples and situations, communication

media, and celebrities featured in the advertisement.

* A company may retain its brand name across all markets, but it may
sometimes need to modify the name to suit the local language, ease of
pronunciation, and cultural connotations. The same applies to advertising
slogans, as literal translation may fail to convey the intended meaning or may
result in inappropriate expressions. Therefore, names and slogans should be
formulated in a way that preserves the brand identity and communicates its
meaning clearly within the target culture.

* Successful international promotion requires achieving a balance between:

* Global standardization: to achieve consistency, reduce costs, and strengthen
the brand image.

* Local adaptation: to ensure that the message is appropriate for the
prevailing culture, language, regulations, and media.
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International Pricing

* When pricing products internationally, companies face the

challenge of balancing costs, purchasing power, and competitiveness.

A company can adopt three main approaches:

*  Setting a uniform global price: This may make the product too

expensive in low-income countries and inappropriately inexpensive in

high-income countries.

* Setting prices according to consumers’ ability to pay: This

approach considers local purchasing power but may overlook

differences in operating and distribution costs across countries.

* Adding a uniform profit margin to costs: This approach ensures

consistency in profit calculation but may weaken competitiveness in

high-cost markets.

*  Therefore, no single pricing method is appropriate for all markets;

rather, prices should be determined according to the conditions of

each market and the company’s objectives.

*  Product prices in foreign markets tend to be higher than in the

domestic market because of additional costs, such as: transportation

and shipping costs, customs duties and taxes, importer margins,

wholesaler and retailer margins, exchange rate fluctuation risks, and

the length of the distribution channel and the number of

intermediaries.

*  These factors may cause the final price in some markets to reach

twice the domestic price. Apple products illustrate this situation, as the

price of an iPhone may be higher outside the United States because of

the costs, duties, and intermediary margins added to its base price.

*  Companies can address consumer price sensitivity, particularly in

developing countries, by developing simpler or smaller versions of

their products and offering them at prices suited to local purchasing
ower.

© International pricing: Lenovo's Motorola division developed the ultra-cheap Moto G
smartphone intended primarily for emerging markets where consumers want low-cost
phones.
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* Economic and technological developments have
increased price transparency across markets. E-
commerce companies, such as Amazon, have
become able to sell directly to consumers in
multiple countries. Consumers have also become
able to: compare prices across countries, search for
the lowest prices, purchase from companies or
distributors outside their local markets, and easily
identify price differences among markets.

 This transparency increases pressure on
companies to reduce unjustified price differences
and move toward more consistent international
pricing, while continuing to consider differences in

costs, purchasing power, and local conditions.
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International Distribution

* Aninternational company should adopt a whole-channel view
when designing its distribution channels. This means managing
the entire global supply chain and marketing network in an
integrated manner, from the moment the product leaves the
production facility until it reaches the final consumer. This
perspective aims to create an effective global value delivery
network rather than focusing only on the part directly managed
by the company.

* The international distribution process consists of two main
links:

* Channels between nations: These channels move products

from production locations to the borders of the target countries.

* Channels within nations: These channels move products from
their points of entry into the local market to final consumers.

* Therefore, the effectiveness of international distribution
depends on coordination between the channels that connect
countries and the channels that operate within each market.

e Distribution channels vary from one country to another in
terms of the number and types of intermediaries, the level of
development of transportation and services, and the structure of
retailing. In some markets, large retail chains dominate, whereas
other markets rely on large numbers of small, independent

retailers.
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* The structure of wholesaling and retailing.

Designing international distribution channels

requires examining the following elements:

* The number and types of local
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* The degree of market fragmentation and
the difficulty of reaching consumers.

* The quality of production sources and raw
materials.

* Consumer shopping habits.

* The role of promotion and service at points

of sale. ® Marketing in emerging markets: To tap the growing potential in Brazil's less developed
regions, Nestlé's “Ate Voce" (“Reaching You") program includes innovative distribution
e The need for traditional or innovative approaches, such as this floating supermarket that serves customers in the country’s

Amazon River basin.
channels.
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The organization of international marketing activities evolves as the company’s
business grows and its foreign operations become more diverse. Global marketing
organization typically progresses through three stages: an export department, an
international division, and a global organization.
First) Export Department: A company often begins its international operations by
exporting its products to foreign markets. As foreign sales grow, it establishes an
export department consisting of a sales manager and several assistants to manage
export operations. This department may later expand to include marketing services
that help the company identify foreign opportunities and manage its relationships
with foreign markets. However, this organizational structure becomes inadequate
when the company’s operations become more diverse and it moves into joint
venturing or direct investment.
Second) International Division: A company establishes an international division
when the number of markets in which it operates increases and its market entry
strategies become more diverse. It may export to one market, grant a license in
another, and own a joint venture or subsidiary in other markets. The international
division typically includes specialists in: marketing, manufacturing, research,
finance, planning, and human resources. This division is responsible for planning
and coordinating international activities and providing the necessary services to
operating units in different markets. These units can be organized according to
three main bases:
* Geographic Organization: Each country manager is responsible for sales,
branches, distributors, and licensees within that country.
*  World Product Groups: Each group is responsible for the worldwide sales of a
particular product category.
* International Subsidiaries: Each subsidiary is independently responsible for its

\operations, sales, and profits.
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Third) Global Organization: Some companies evolve into global organizations that do not
view themselves as national companies selling their products abroad, but rather as global
marketers that treat the world as a single interconnected market. Under this organizational
structure, domestic and international operations are integrated within a unified global
perspective. Senior management and work teams are responsible for planning:
manufacturing facilities, marketing policies, financial flows, supply chains, logistics systems,
and the global allocation of resources and investments. Operating units also report directly
to the chief executive officer or the executive committee rather than being managed
through a separate international division. Managers are trained to manage global
operations as an integrated unit without a strict separation between domestic and
international activities.

A global organization is characterized by the following: viewing the world as a single
interconnected market, integrating domestic and international operations within a unified
strategy, recruiting managers and talent from multiple countries, sourcing materials and
components from lower-cost markets, directing investments toward locations that generate
the highest returns, coordinating marketing, production, finance, and logistics globally,
benefiting from cultural diversity in decision-making, and allocating resources according to

global opportunities rather than solely according to national boundaries.
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