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Subject :- International MarketingCourse :- MBA(III) semFaculty :- Ms. Parul Gupta
 International Product Policy and Marketing Mix
 International Marketing Mix: Product
 Product: a bundle of attributes Hamburger: meat type, taste, texture, size Automobile: power, design, quality, performance, comfort, size/capacity
 Attributes need to be adapted to a greater or lesser extent to satisfy Consumer preferences/tastes due to culture Economic development levels affect consumer behavior National product/technical standards state mandated
 International Product Policy
 What to Sell ? International Product Strategies Standardization versus Customization Timing of Foreign Entry Managing an International Brand Portfolio Product Packaging and Labeling Managing International Product Lines
 What to Sell ?
 The international marketer needs to determine what the market offering should be in a foreign market :
 1. The Product Offering
 2. International Product Strategies
 Prof. Parul Gupta
 Core Benefit
 Generic Product
 Expected Product
 Augmented Product
 Potential Product
 1
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Standardization versus Customization
 Although the products sold abroad generally are not identical to their domestic counterparts, there is always a core of expertise that the firm can carry abroad.
 Prof. Parul Gupta
 StraightExtension
 Product ProductAdaptation Innovation
 The firm adopts the same policy used in its home market.
 The company caters to the needs and wants of its foreign customers.
 The firm designs aproduct from scratchfor foreign customers.
 Source: W.J. Keegan, Multinational Product Planning: Strategic Alternatives, Journal of Marketing, 33, 1969, pp.58-62
 2
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Principle " All Business is local."
 Product Component Model
 Reasons for Product Standardization
 Economies of scale : Production, R&D, MarketingCommon Consumer needs :Drinking patterns, car sizes
 Consumer Mobility : Customer retention & LoyaltyAmerican Express, Kodak, ...
 Home Country Image : US jeans, French Perfumes,...
 What to Standardize?
 1. 100% standardization is rare2. Usually starts with a core product as the foundation
 3. Various features are added, these may differ according to the country market4. Can also involve modular design, where various features are packaged as modules, different
 assembly combinations in different markets
 Convergence of Car SizesProf. Parul Gupta
 Repair and maintenance
 SUPPORT SERVICESCOMPONENT
 CORECOMPONENT
 Installation
 Instructions
 Other related services
 Deliveries
 Warranty
 Spare parts
 Legal
 Trademark
 Brand name
 Legal
 Product platform Design features
 Functional features Legal
 PACKAGINGCOMPONENT
 Price
 Quality
 Package
 Styling
 3
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Two Approaches to Standardization
 1. “Domestic” Product as “World” Product Manufacturing economies of scale Marketing economies of scale Lower costs of market and product research Satisfying international customers Maximizes returns during different stages of the product life cycle
 2. Proactively Developing a “World” Product World Car approach of Ford (Mondeo, Mystique, Contour) Modular Approach: GM, Volvo Trucks Core-Product/Common Platform Approach: Honda, Toyota
 Products Suitable for Standardized Advertising Luxury products High-tech products Experiential products Favorable country image products
 The Advantages of Standardization
 1. Cost Reduction Scale economies (input and process)2. Scope economies (synergy, brand equity)3. Improved Quality (reliability) Better equipment, more experience4. Enhanced Customer Preference (no surprises)5. Global Customers (mobility)6. Global Segments (convergence)
 The Drawbacks of Standardization
 1. Lack of Uniqueness2. Is uniqueness an important attribute?
 Prof. Parul Gupta 4
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3. Vulnerability to Trade Barriers More barriers, less standardization4. Strong Local Competitors5. Can we afford the handicap of standardization?
 Reasons for Product Adaptation
 1. Climate: -US Air-conditioning equipment
 2. Skill level of users :- Computers in Africa
 3. National consumer habits :- front-loading/top-loading washing machines- car models : four-door (F) - two-door (Germ.)
 4. Government regulations on products-packaging, and labels.
 5. Company history and operations (subsidiaries)
 Corporate Insight Drivers of Product Adaptation :- Example COLGATE Toothpaste
 (1) Differences in National Reglementation : Triclosan forbidden in Germany High fluor content in local water (UK) Obligation to sell high fluor content toothpaste in pahrmacy (France) Stringent clinical tests in France
 (2) Packaging : Ecological Stand-up tubes in Germany Failure in France
 (3) Distribution: Role of pharmacy in Italy and Spain Role of drugstore in UK
 (4) Communication : Medical in Italy and Spain (recommended by dentist) Non-medical in UK
 Adaptation versus Standardization
 Mandatory Adaptation1. Differences in standards
 Metric systemsLeft vs. right hand driving
 2. Government regulations
 Prof. Parul Gupta 5
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efficiency standardspackaging
 Discretionary Adaptation1. Levels of income2. Differences in consumer tastes3. Levels of education and technical sophistication
 International Marketing Mix:
 Global Place StrategiesOptimal channel a company chooses to deliver the productThe most locally responsive element of marketing mix because distribution channels vary dramatically across countries
 Retail system: concentrated-fragmented Channel length: long, short Channel exclusivity
 Global Promotion Strategies Can use a standardized theme globally, but may have to make adjustments for language or cultural
 differences. :- Communication Adaptation: Fully adapting an advertising message for local markets. Changes may have to be made due to media availability.
 Push vs pull strategies
 Push strategy: personal selling emphasisIndustrial products; complex new productsShort distribution channels
 Few print or electronic mediaPull strategy: mass media advertising emphasis
 Consumer goodsLong distribution channels
 Prof. Parul Gupta
 The Tradeoff Between Standardization and Adaptationoptimum level of standardization
 The Tradeoff Between Standardization and Adaptationoptimum level of standardization
 Fully standardizedFully adapted
 Incremental manufacturing cost
 Combined costs
 Cost of lost sales
 6
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Marketing message may be carried via print / electronic media
 Five Global Product and Promotion Strategies
 Problems With Global Advertising
 MANAGING INTERNATIONAL PRODUCT LINEWhat is a Product?A Product is anything that can be offered to a market for attention, acquisition, use, or consumption and that might satisfy a want or need. (Product: a need-satisfying offering of a firm.)
 Prof. Parul Gupta
 Legal Restrictions May Make It Difficult to Develop an Effective Universal
 Appeal
 Legal Restrictions May Make It Difficult to Develop an Effective Universal
 Appeal
 Media Availability or Usage May Vary by Country or Region
 Media Availability or Usage May Vary by Country or Region
 Consumers Needs and Usage Patterns Often Vary by Country or Region
 Consumers Needs and Usage Patterns Often Vary by Country or Region
 Differences in Culture, Market and Economic Conditions Make It Difficult to Use Global
 Advertising
 Differences in Culture, Market and Economic Conditions Make It Difficult to Use Global
 Advertising
 Media Availability or Usage May Vary by Country or Region
 Media Availability or Usage May Vary by Country or Region
 Consumers Needs and Usage Patterns Often Vary by Country or Region
 Consumers Needs and Usage Patterns Often Vary by Country or Region
 Differences in Culture, Market and Economic Conditions Make It Difficult to Use Global
 Advertising
 Differences in Culture, Market and Economic Conditions Make It Difficult to Use Global
 Advertising
 Problems With Global Advertising
 © 2003 McGraw-Hill Companies, Inc., McGraw-Hill/Irwin
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Includes:1. Physical Objects2. Services3. Events4. Persons5. Places6. Organizations7. Ideas8. Combinations of the above
 Consumer-Goods Classification
 Managing International Product Lines
 Prof. Parul Gupta
 2. Shopping GoodsBuy less frequently Gather product information Fewer purchase locations Compare for:
 Suitability & Quality Price & Style
 3. Specialty GoodsSpecial purchase efforts Unique characteristics Brand identification Few purchase locations
 4. Unsought Goods New innovations Products consumers don’t want to think about. Require much advertising &personal selling
 1.Convineance GoodsBuy frequently & immediately Low priced Many purchase locations Includes:
 Staple goods Impulse goods Emergency goods
 StretchingLengthen beyond
 current range
 Product Line LengthNumber of Items in a Product Line
 Product Line LengthNumber of Items in a Product Line
 Two-Way
 Downward
 Upward
 FillingLengthen within current range
 Product Line Decisions
 8

Page 9
                        

Example : Procter & Gamble Product-Line
 Product-Line Length
 1. Line Stretching1. Downmarket2. Upmarket3. Two-way
 2. Line Filling3. Line Modernization4. Line Featuring & Line Pruning
 Managing International Product Lines
 • Deciding on the right individual product for world markets is only one aspect of product policy. The next step is to decide what family of products should be offered
 International Product Line PlanningThe foreign product line is frequently smaller than the domestic line because of financial and market limitations.By introducing a limited product line into foreign markets the firm can test the market before taking a bigger plunge.
 Product Packaging and Labeling
 Prof. Parul Gupta
 Product MixWidthWidth -
 number of
 different
 product
 lines
 WidthWidth -
 number of
 different
 product
 lines
 LengthLength - total numbe
 r of itemswithin
 the lines
 LengthLength - total numbe
 r of itemswithin
 the lines
 Depth Depth -
 number of
 versions of each produ
 ct
 Depth Depth -
 number of
 versions of each produ
 ct
 ProduProduct Mix ct Mix
 - - all the produ
 ct lines offere
 d
 ProduProduct Mix ct Mix
 - - all the produ
 ct lines offere
 d
 Co
 nsi
 ste
 ncy
 Toothpaste
 GleemCrestDenquel
 Bar Soaps
 IvoryKirk'sLavaCamayZestSafeguardCoast
 Detergents
 Ivory SnowDreftTideCheerOxydolDashBoldGainEraSolo
 Detergents
 CharminWhite CloudPuffsBanner
 Disp. Diapers
 PampersLuvs
 Product Line Width
 Product-LineLength
 9
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Why Package Crucial as a Marketing Tool
 1. Self-service2. Consumer affluence3. Company & brand image4. Opportunity for innovation
 Labels
 1. Promote2. Describe 3. Indentity
 NEW PRODUCT DEVELOPMENT
 Five Stages of the New Product Development Process
 Idea GenerationLocal subsidiaries are likely to have some ideas from their respective markets and new technology is a common source of new product ideas
 Preliminary ScreeningThe most immediate evaluation of an idea is whether it is compatible with the company objectives, strategies, and resources.
 Concept ResearchFocus Groups offer the development team a chance to hear spontaneous reactions to a new concept and hear suggestions for improvement.Concept TestingA more formal approach to selecting product attributes is using techniques such as trade-off analysis or conjoint analysis
 Sales ForecastThe appropriate sales forecast approach is based on the product life cycle
 Test MarketingOnce the sales forecast looks promising, the new product is usually placed in production and test marketed.
 Prof. Parul Gupta
 Product Packaging and Labeling
 Protection
 Legal ConstraintsPromotion
 ClimateTransport & HandlingBuyer's slow usage rateLack of storage facilites
 Merchandising ( income level, shopping habits)Minimum breakage / theftEase of handlingMultilingual Labels to Convey an International Image (Zara, Hollywood Chewing Gum)
 Recycling of Packaging(Duales System, Eco-Emballage)Regulations on consumer info.(Origin, weight, ingredients)
 10
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Alternative Strategies
 The Testing of New Product Concepts
 • Testing for performance and customer acceptance is the final stage of product development.
 • Testing ranges from reliability tests to mini-launches
 Prof. Parul Gupta
 Idea generation
 (leading markets)
 Preliminary screening
 Concept research
 (focus groups, concept testing)
 Sales forecastin
 g
 Test marketing
 Number of surviving
 new product
 ideas
 “64 ideas make one successful product”
 Alternative Strategies Strategy
 Product function
 Conditions of product use
 Ability to buy the product
 Product Strategy
 Communica-tions Strategy
 Relative Cost of Adjustment
 Examples
 1
 Same
 Same
 Yes
 Extension
 Extension
 1
 Soft drinks
 2
 Different
 Same
 Yes
 Extension
 Adaptation
 2
 Bicycles
 3
 Same
 Different
 Yes
 Adaptation
 Extension
 3
 Gasoline, Detergents
 4
 Different
 Different
 Yes
 Adaptation
 Adaptation
 4
 Greeting cards
 5
 Same
 --
 No
 Invention
 New
 5
 Cars, washing machines
 11
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Reasons that new international products fail
 1. Relying on instinct or hunch rather than testing and research2. Lack of product distinctiveness3. Unexpected technical problems4. Mismatch between functions
 New Products’ Speed of Diffusion
 • Relative advantage – how much better is the new product?
 • Compatibility – can the product be used in terms of local infrastructure & customs?
 • Complexity – is it easy to use?
 • Trialability – is it easy to try the new product?
 • Observability – are the advantages obvious?
 International Product Testing Techniques
 1. Limited product launch in one country market.2. Laboratory test markets to capture consumer reactions in a controlled environment.3. Microtest marketing uses a permanent panel of consumers and assesses their willingness to buy after
 exposure to media and purchase incentives.4. Forced distribution tests rely on the continuous report of consumer reactions to new products
 already in the market
 Timing of Product Introductions in Foreign Markets
 1. Waterfall Strategy:- product is introduced into foreign markets one at a time (IPLC model approach)Useful when:
 1. lifecycle of product is long2. high fixed costs of entry into individual markets3. foreign markets are not equally developed4. some customization is needed5. firms have little foreign experience
 2. Sprinkler Strategy:- simultaneous introduction of the product in multiple marketsUseful when:
 1. short product life cycle 2. high R&D costs in product development3. competition is very strong (pre-emption of markets)4. firms have existing presence in target countries5. homogenized preferences
 Prof. Parul Gupta 12
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Managing the Brand PortfolioA strong brand is a global marketing asset.CobrandingA strategic alliance where two or more brands are combined in an offer.Brand strategy decisionsUse of the corporate nameFamily brands for a wide product lineIndividual brands for each item in the product linePrivate (store) brandingUmbrella branding with the intermediary’s nameSeparate brand names
 International Product life cycle
 Prof. Parul Gupta 13
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Pricing for International Markets
 Global Pricing Strategies
 Companies face many problems in setting their international prices.Possible approaches include:Charge a uniform price all around the world.Charge what consumers in each country will pay.Use a standard markup of costs everywhere.International prices tend to be higher than domestic prices because of price escalation.Companies may become guilty of dumping –a foreign subsidiary charges less than its costs or less than it charges in its home market.
 Price Escalation
 • Price escalation refers to the added costs incurred as a result of exporting products from one country to another
 • There are several factors that lead to higher prices:
 1. Costs of Exporting: the term relates to situations in which ultimate prices are raised by shipping costs, insurance, packing, tariffs, longer channels of distribution, larger middlemen margins, special taxes, administrative costs, and exchange rate fluctuations
 2. Taxes, Tariffs, and Administrative Costs: These costs results in higher prices, which are generally passed on to the buyer of the product
 Prof. Parul Gupta 14
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3. Inflation: Inflation causes consumer prices to escalate and the consumer is faced with rising prices that eventually exclude many consumers from the market
 4.Middleman and Transportation Costs: Longer channel length, performance of marketing functions and higher margins may make it necessary to increase prices
 5. Exchange Rate Fluctuations and Varying Currency Values: Currency values swing vis-à-vis other currencies on a daily basis, which may make it necessary to increase prices
 Approaches to Lessening Price Escalation
 • Lowering Cost of Goods: Firms can lower costs by eliminating costly features in products or by manufacturing products in countries where labor costs are cheaper
 • Lowering Tariffs: Firms can lower prices by categorizing products in classifications where the tariffs are lower
 • Lowering Distribution Costs: Firms can design channels that are shorter, have fewer middlemen, and by reducing or eliminating middleman markup
 • Using Foreign Trade Zones: Firms can manufacture products in free trade zones where the incentive offered is the elimination of local taxes, which keep prices down
 Counter trade as a Pricing Tool• Countertrade is a pricing tool that every international marketer must be ready to employ• There are four distinct transactions in countertrading, which include:
 1. Barter: is the direct exchange of goods between two parties in a transaction2. Compensation deals: is the payment in goods and in cash3. Counter-purchase or off-set trade: the seller agrees to sell a product at a set price to a buyer
 and receives payment in cash and may also buy goods from the buyer for the total monetary amount involved in the first contract or for a set percentage of that amount, which will be marketed by the seller in its home market
 4. Buy-back: This type of agreement is made the seller agrees to accept as partial payment a certain portion of the output that are produced from the plant or machinery that are sold to the buyer
 Approaches to International Pricing
 Skimming Pricing:  This is used to reach a segment of the market that is relatively price insensitive and thus willing to pay a premium price for a productPenetration Pricing: This is used to stimulate market growth and capture market share by deliberately offering products at low prices• It is used to acquire and hold share of market
 Pricing strategy
 1. Price discrimination2. Strategic pricing3. Regulatory influence on prices
 Price discrimination
 Prof. Parul Gupta 15
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Said to occur when consumers in different countries are charged different prices for the same productTwo conditions necessary1. National markets kept separate to prevent arbitrage Capitalization of price differentials by purchasing product in countries where prices are lower and reselling where prices are higher2. Different price elasticities of demand in different countriesGreater in countries with low income levels & highly competitive conditions
 Strategic pricingMultipoint pricing strategy
 Two or more international firms compete against each other in two or more national marketsA firm’s pricing strategy in one market may impact a rival in another market.Kodak and Fuji
 Experience curve pricing Firms price low worldwide to build market share Incurred losses are made up as company moves down experience curve, making substantial
 profits Cost advantage over its less-aggressive competitors
 Predatory pricing
 Using price as a competitive weapon to drive weaker competition out of a national marketFirms then raise prices to enjoy high profitsFirms normally have profitable position in another national market
 Regulatory influences on prices
 Antidumping regulationsSelling a product for a price that is less than the cost of producing itAntidumping rules vague, but place a floor under export prices and limit a firm’s ability to pursue strategic pricingArticle 6 of GATT, allows action against an importer if the product is sold at ‘less than fair value’ and causes ‘material injury to a domestic industry’
 Competition policyRegulations designed to promote competition and restrict monopoly practices
 Other Pricing Strategies
 1. LeasingCountries avoid large capital outlays or creating capital shortages3. Transfer Pricing StrategyIntra-company transfer of pricing4. Administered Pricing
 Attempt by companies within same industry to set prices in international marketsCartelsOPECShipping IndustryDiamond cartel – controlled by DeBeers
 Prof. Parul Gupta 16
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5. Government Influenced Pricing
 Prof. Parul Gupta 17
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