
International Marketing

NOTE: Before we begin, know that Marketing is not just Sales. It is everything that’s involved in the sale and distribution of products and services to your selected market. Generally, “everything” breaks down into four distinct categories called “The Four Ps” or “The Marketing Mix”.
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Generally, marketers consider 3 things:

1. If there is a market at all (people are employed or earn money, there is demand, interest or need for the good)

2. If there is a market for more than just essential goods and services

3. If there is enough discretionary buying power to afford your good or service

Terminology

	Item
	Term
	Example

	Salary, total wages before deductions
	Gross Income
	$   45,000  

	Less: Taxes, pension plan contributions
	Less: Deductions
	(15,000)

	Equals: Net Pay or take-home pay
	Net Income
	30,000

	Less: Rent, food, auto, clothing
	Less: essential goods & services
	(15,500) 

	Equals: money for Fun!
	Disposable Income
	$  14,500


Disposable Income is important because it determines whether people in your target market are able to afford anything beyond basic goods and services. Be forewarned though, in some areas there isn’t even a market for needs, let alone wants.


Global Considerations

REMEMBER: CULTURE IS EVERYWHERE, ESPECIALLY IN MARKETING!

Consumer Profiles (Demographics)

This is why we spent time at the start of semester looking at demographics, and why we have looked at them ever since (like GDP/Capita). This info can help marketers determine:

· The size of a market,

· Its discretionary purchasing power,

· Population characteristics and divisions that will influence buying decisions, etc

Marketers are interested in anything that will give them information on how you live your life, what you need, what you want, what you end up buying, and why. Some data helps more than others in predicting a target market, especially:

Age, Population (in each age group), Gender, Family lifestyle, Discretionary Income, and Employment data

There are various ways of obtaining this info such as the internet, marketing firms, or you could even commission a study yourself.

Consumer Motivation (Why we buy) ~ Major Cultural Bias Here

This is tricky to do. There are various frameworks (some you have already) that attempt to explain consumer habits and buying decisions. Among them are:

· Thorndyke’s Pleasure/Pain Theory

· Maslow’s Hierarchy of Needs

· Rational/Emotional Theory

· The Purchaser’s Profile

· Hofstede’s Cultural Dimensions

· Porter’s Five Forces

International Marketing Strategies

1. Product

To Centralize or Not to Centralize Production and Marketing Strategies?

	Centralized Strategy
	Decentralized Strategy

	Pros:

Brand building

Centralized production – more simplistic

Cost savings through economies of scale
	Pros:

Proximity to markets

Flexibility

Cultural awareness and sensitivity


Brand Acquisition or Brand Development?

Do you buy a company and use it’s product (or get a license to use it), or do you start from scratch on your own?

Foreign Environmental Forces

Differing cultural patterns generally necessitate changes in consumer goods (but not always)

If a firm fails to adhere to a country’s laws governing the product, it will be unable to do business in that country.

The disparity in income throughout the world means you must change the product, or lower its quality.
2. Price

This is a complicated thing: just consider how setting a price affects other areas of the business:

The people in finance want prices that are both profitable and conducive to a steady flow of cash.

Production supervisors want prices that create large sales volumes, which permit long production runs.

The legal department worries about possible antitrust or anti-competition violations when different prices are set.

The tax people are concerned with the effects of prices on tax loads

Marketing is concerned about product affordability, and the image that the price creates.

Transfer Pricing (This is where it gets really fun)

When you’re talking domestic pricing, your primary concerns are the above. When you go global, the possibilities are endless. 




Profit Made: $0
Profit Made: $100
Profit Made: $0


Tax Rate: 52%
Tax Rate: 5%
Tax Rate: 34%


Tax Paid: $0
Tax Paid: $5
Tax Paid: $0
3. Promotion

The Six Most Common Promotional Strategies Are:

	
	Same Sales Message
	Different Sales Message

	Same Product
	When produce use and consumer attitudes differ little
	Same product meets a different need or is used differently

	Adapted Product
	Product serves same purpose, but needs to be adapted to different conditions
	Product used differently, and serves a different purpose in foreign markets.

	Different Product
	A similar product for the same purpose, but is a higher or lower end version depending on income levels.
	Generally a  new product with new features and new uses requires a new message.


Promotional tools for communicating these different strategies are called the promotional mix. They are:

Advertising

Personal selling

Sales promotion

Public relations

Publicity

4. Place (Distribution)

Push or Pull?
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Product Features


Branding, After-sales Service, Instructions


Packaging, Labeling, Accessories, Warranty








Marketing Plan:


Requires existing understanding of the 4 Ps in advance.





Selecting proper sales message





Selecting proper target market





Selecting proper message medium








Product must be priced to compete.





However, price must be high enough to recover costs, at least in long run.





This is a function of marketing and accounting.





Many considerations:


Transportation, currency, risks, production levels, etc.





Sales Reps (esp. for industry)


Retail outlets, wholesalers


TV channels


E-Commerce


Catalogues


Telemarketing


Logistics important








When you are asked to develop a marketing plan for an assignment or your summative, “Developing an International Marketing Plan” on page 362 would be a great place to get you started.








Note, the degree to which you have disposable income determines your “Discretionary Buying Power”.
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An item that normally sells for $200 in the US, is produced by a British firm for $100. The firm then sells the item to one of its subsidiaries in Jamaica for $100.





The Jamaican subsidiary resells the item to an American subsidiary for $200 (conveniently, the average selling price in the U.S.).





The American subsidiary sells the item at cost for $200, earning no profit in the U.S. and thus paying no tax.
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