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Learning Objectives

The importance of offering a product suitable for
the intended market

The importance of quality and how quality is
defined

Physical, mandatory, and cultural requirements
for product adaptation

The need to view all attributes of a product to
overcome resistance to acceptance

Country-of-origin effects on product image



International Marketers

Emerging Opportunities and Challenges
* New consumers in emerging markets

* Distinction between products and services

* Market offerings and business-to-consumer (B2C) marketing

* Product adaptation

©McGraw-Hill Education



Quallty 10f5

Product life cycles becoming shorter and
focusing on:

* Importance of quality

* Competitive prices

* Innovative products

Power is shifting from seller to buyer BEN 6 JERRY'S manas il
world go ‘round!m

Over v will

e Customer defines quality in terms of own
needs and resources

e Cost and quality among most important
criteria for purchases in most global
markets

©McGraw-Hill Education



Quallty 2 of 5

Quality Defined

* Market-perceived quality
* Consumer perceptions of quality Y A v pANTENEi

* Performance quality

e HAIR
ne'You

* Firm’s perception of quality

* Expected as a given in competitive
market

* Firms often misrepresent performance
quality

e Customer satisfaction indexes
e “Fair trade” designation

* Malcolm Baldrige Quality Award

©McGraw-Hill Education



Products are not used in the
same ways in all markets.
Here, a boy in an eastern
Mexican village is prepared for
a “Jaguar dance” to bring rain.
Clay, ashes, and the globally
ubiquitous Coke bottle make
for the best cat costumes.

©McGraw-Hill Education
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Quallty 30f5

Maintaining Quality

* Performance quality is critical
* May be damaged as product passes through distribution chain

e Challenge for global brands; long distribution chains, less control

* Market-perceived quality matters
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Global Competition in Chocolate Industry
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Red October brand chocolate (on the left) still competes well against foreign
rivals Nestlé and Mars on Moscow store shelves. One advertising executive in
Moscow reports that Russians are experiencing a renewed nationalism in
product preferences. We have no idea what the “for Men” appeal is all about,
but it apparently works in Moscow.

© John Graham
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Quallty 4 of 5

Physical or Mandatory Requirements and Adaptation

* Product homologation

* Changes mandated by local product and service standards

* Most often reason for adaptation; not out of choice

e QOther factors

* Less economically developed markets require greater degree of
adaptation for acceptance

e Climate differences must be accommodated

* Law, politics, technology

©McGraw-Hill Education



Quality sofs

Green Marketing and Product Development

* Impacts product development
* Control of packaging component of solid waste

* Consumer demand for environmentally-friendly products

* Europe at the forefront
* Ecolabeling guidelines passed by European Commission in 1992

 EU law requires recycling or reuse of all packaging material
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City of the Future:
Copenhagen Deﬁmark

Is Copenhagen the World's Most
Sustainable City?

Freethink - 265K views - 2 years ago
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Quality

Example: Body Shop Brand

A succesfull global brand image without using conventional
advertising. Strong associations
to personal care and environmental concern through products
(natural ingredients, no parabens, no animal testing, packaging
(simple refillable rcycled), merchandising (brochures, displays),
supply policy (working with local producers), PR (visible and

outspokepl CSR (requiring each fragghisee to run a local program),
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Products and Culture 10f7

Product is more than physical item

* Bundle of satisfactions or utilities a buyer receives

e Sum of physical and psychological satisfactions, and cultural
influences

* Psychological aspects may require adaptation of product

* Problems of adapting a product to sell abroad similar to those
associated with introducing new product domestically
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Elements of Value Pyramid

The Elements of Value Pyramid

Products and services deliver fundamental elements of value that address four kinds of needs:
functional, emotional, life changing, and social impact. In general, the more elements provided,
the greater customers’ loyalty and the higher the company’s sustained revenue growth.
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Performance of Turkish Cola Brand

© John Graham

Cola Turka holds a surprisingly large percentage of shelf space vis-a-vis Coke
and Pepsi in this supermarket in Istanbul. The 2-liter bottle is priced at 2.00
lira, just under Coke’s 2.05 lira. Cola Turka’s TV ads, initially featuring
American actor Chevy Chase speaking Turkish, seem to have worked well.

©McGraw-Hill Education



Products and Culture s3of7

Diffusion of Innovations

* Diffusion according to Edward Rogers

* An innovation communicated through certain channels over time
among members of a social system

* Element of time unique to diffusion research

e Goal to shorten lag between introduction and widespread
adoption of idea or product

* Rates of product acceptance and diffusion vary

* Impacted by culture, technology, adoption from neighboring
countries

©McGraw-Hill Education



Diffusion of Innovation
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Diffusion of Innovation

waturity

—
*diffusion of innovations by Rogers time

resources, desire  opinion leaders:  willing to embrace: adopts with last to adopt
and willingness to selective about  look fo understand skepticism: most of  with aversion to
take on risk to  technologies they  how it fits with the uncertainty change
try new things adopt their lives must be resolved
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Diffusion of Innovation

Diffusion of Innovations: Descriptive, yes; Predictive?
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‘The S-Shaped curve only describes cases of successful innovation. in which an innovation spreads to almostall of the
potexmal adoptersina soctal system. Many. many innovations are not successful. The S-curve, it must be remembered, is
innovation-specific and system-specific. describing the diffusion of a particular new idea among the member-units ofa
particularsystem, The S-curve of diffusion is so ubiquitous thatstudents of diffusion may expect every innovation to be
adopted overtime in an S-shaped pattern. However. some innovations do not display an S-shaped rate of adoption.
perhaps for some idiosyncratic reason or another... The main pointhere is not to assume thanan S-shaped rate ofadoption is
an inevitability. Rather. the shape of the adopter distribution for an innov ationought to beregarded as an open question. to be
determined empirically.” (Rogers. p261)
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Innovation of the Toilet: Japan

© Michael Edrington/T.HeAImage Works

Japan’s long history of crowding has prompted the culture to focus on
cleanliness, frequent bathing, and high-tech bathrooms. Thus, Matsushita’s
toilet reads your body weight, temperature, and blood pressure. Soon you

will also be able to get a readout on glucose and protein levels in your urine!

©McGraw-Hill Education



Innovation of the Toilet: The Dutch
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© John Graham
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The Dutch are also worried about plumbing—much of their country is below
sea level. Sphinx in Maastricht produces a urinal for women and a fly
imbedded in the porcelain for their men’s urinal. The latter reduces
maintenance costs, as the company’s research has shown that most men will
aim for the fly, which is strategically placed to minimize splash. Both Dutch
innovations can be seen in the Schiphol Airport outside of Amsterdam.

©McGraw-Hill Education



Products and Culture 2of7

Diffusion of Innovations continued

* Diffusion theory knowledge beneficial
* Predict diffusion time before making financial commitment
 |dentify product features that provoke resistance

* Provide opportunity to lessen resistance and hasten acceptance

 Extraneous variables that affect rate of diffusion
* Degree of perceived newness
* Perceived attributes of the innovation

e Methods used to communicate the data

©McGraw-Hill Education



Products and Culture sof7

Rate of acceptance or resistance can be predicted

Five characteristics of innovation basis
1. Relative advantage
Compatibility

Complexity

2.
3.
4. Trialability
5. Observability

Analyst’s self-reference criterion may cause bias when
interpreting characteristics of product

©McGraw-Hill Education



Products and Culture sof7

Production of Innovations
* Diversity good for innovation; higher creative output

* Long-term study on the long-term impact on work team
performance

* Diverse groups initially disadvantaged by communication issues

* Once issues overcome, diverse groups produced more ideas
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Exhibit 13.1 Average Number of Ideas Put on
the Table
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Products and Culture 7of7

Production of Innovations continued

* Conflicting opinions on culture’s role in innovation
* One study suggests that individualism enhances creativity

* Another suggests that corporate culture, training more important
* Research on “conversion-ability”

* Degree of success firms have when taking inventions to market

* Three factors: patience, focus on few important innovations,
experience

©McGraw-Hill Education



Analyzing Product Components for Adaptation 10f4

A product is multidimensional

 Sum of all its features determines the bundle of
satisfactions (utilities) received by consumer

* Product Component Model
* Helps to determine how product might be adapted to market

e Separates many dimensions into three distinct components
* Support services, packaging, and core component

e Effects of cultural, physical, and mandatory factors can be focused on
each component

©McGraw-Hill Education



Exhibit 13.3 Product Component Model
A

CORE
COMPONENT

® Product platform

¢ Design features

¢ Functional features
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Analyzing Product Components for Adaptation 20f4

Core Component

* Consists of physical product

* Its design and functional features

e Variations can be added or deleted for different markets
* Alteration in design and function to fit cultural tastes
* May affect product processes; requires additional costs

* Some alterations may be mandated by market

©McGraw-Hill Education



Analyzing Product Components for Adaptation 3of4

Packaging Component

* Frequently requires mandatory adaptations
e Country-of-origin labeling for food, size stipulations

e Laws vary from country to country
* Discretionary adaptations should be considered
* Check trademark for unintended symbolic meaning

e Pay attention to translation of brand names and color use

e Consider climate of market

©McGraw-Hill Education



Analyzing Product Components for Adaptation aof4

Support Services Component
* Important not to neglect
* Many otherwise successful marketing programs fail here

* Repair and maintenance a challenging feature

 Not as accessible or common in other countries

* Instruction manuals may need to be adapted

* Countries have varying literacy and education levels
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Marketing Consumer Services Globally 10f3

Adaptation of Services
* Much of advice used for products can still be applied
* But, services are different because they are intangible

* Intangibility results in three other important characteristics
1. Inseparable: creation cannot be separated from consumption
2. Heterogeneous: individually produced and is thus unique

3. Perishable: must be consumed simultaneously with creation

©McGraw-Hill Education



Marketing Consumer Services Globally 20f3

Services Opportunities in Global Markets

©McGraw-Hill Education
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Tourist Services
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© John Graham

Two of the best vistas in the world are Tahiti above the water (Bora Bora is
silhouetted in the background) and the coral reefs off Belize under the water.
Tourists flock to both from around the world. Services companies follow the

tourists, including the Professional Association of Diving Instructors (PADI),

which certifies scuba divers and instructors from its headquarters in Costa
Mesa, California.

©McGraw-Hill Education



Marketing Consumer Services Globally sofs3

Barriers to Entering Global Markets
* Services inseparable; exporting not an entry option
* Licensing, franchising, direct investment are main methods

 Four barriers:
Protectionism
Restrictions on transborder data flow

Protection of intellectual property

W Npoe

Cultural barriers and adaptation
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Brands in International Markets 1ofs
Global Brand

* Worldwide use of name, term, sign, symbol, design
* Used to identify goods and services of one seller

* Differentiates seller from its competitors

* Brand most valuable resource a company has

* Name encompasses years of advertising, goodwill, quality
evaluations, product experience, and other attributes

* Image at very core of business identity and strategy

* Importance and impact varies by culture

A
[ | S5 - o
’I‘hlnk dlffefeﬂ[ uuuuuuuuuuuuuuuuuu
JUSTDOIT. LOREAL

’mlovin’it’

@Q&%’o‘;‘;ﬁd open happiness*

©McGraw-Hill Education



.

. . a
LUTE 5 =04 g h ‘—J" ®
oo M G N385 A
Dhal W W rwim s
5' :Unlvenldad
Bl e

Standardization of Products

Jiey 0% gaus TgTHE MR

SOWALIA

©McGraw-Hill Education




Exhibit 13.4 Top Twenty Brands 1f2

Rank Brand Country Sector
1 Apple U.S. Technology
2 Google U.S. Technology
3 Microsoft U.S. Technology
4 Coca-Cola U.S. Beverages
5 Amazon U.S. Retail
6 Samsung South Korea Technology
7 Toyota Japan Automotive
8 Facebook U.S. Technology
9 Mercedes-Benz Germany Automotive
10 IBM U.S. Business services

©McGraw-Hill Education Source: “Best Global Brands 2017,” http://interbrand.com/best-brands/best-global-brands, online.
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Exhibit 13.4 Top Twenty Brands 2of2

Rank Brand Country Sector
11 GE U.S. Diversified
12 McDonald’s U.S. Restaurants
13 BMW Germany Automotive
14 Disney U.S. Media
15 Intel U.S. Technology
16 Cisco U.S. Technology
17 Oracle U.S. Technology
18 Nike U.S. Sporting Goods
19 Louis Vuitton France Luxury
20 Honda Japan Automotive

©McGraw-Hill Education

ource: “Best Global Brands 2017,” http://interbrand.com/best-brands/best-global-brands, online
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Brands in International Markets 2ofs
Global Brands

 Companies with strong brands try to globalize them
* |deally gives company uniformly positive association worldwide
* Enhances efficiency and cost of introducing new products

* Internet and technology accelerates brand globalization

* Not all companies believe single global approach is best

* Those with already established country-specific brands might not
want to abandon them; risky and costly

* Brand extensions in global markets are sometimes difficult

©McGraw-Hill Education



Brands in International Markets 3ofs

National Brands

* Country-specific brands

e Multinationals must consider cultural factors
* Increased nationalism in some countries impacts brand

* Acceptance varies across regions, within countries, and depending
on knowledge of brand

Many companies mix national and global branding
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Brands in International Markets 4ofs

Country-of-Origin Effect (COE) and Global Brands

* Influence that country of manufacture, assembly, or design
has on consumer’s perception of product

e Reaction influenced by country, product, and image of brands
e Ethnocentrism impacts attitudes toward foreign products
» Stereotypes against status of economy: industrial, developing

e Fads for attractiveness; “xenocentrism”

* Good marketing can overcome a negative COE

©McGraw-Hill Education
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Branding

As they say, “two brands are better than
one!” How about four? The four flags
you seeing flying on the radar mast of
the Endeavor at sea among the
Galapagos Islands represent Ecuador
(bottom), the Bahamas registry of the
85-person cruise ship (right), the
National Geographic Society, and
Lindblad Expeditions. The latter two are
a great example of co-branding. The
multifaceted strategic alliance that
Lindblad Expeditions has with the
National Geographic Society, “enables
travelers to participate in the world of
natural and cultural history as engaged,
active explorers who care about the
planet.”



Brands in International Markets sofs
Private Brands

* Formidable competitors to manufacturer’s brands
* Particularly during recessions in target markets
* Consumers prefer less expensive, “more local” private brands

* Global brands must be priced competitively to be successful
* Benefits to retailers

* Production outsourced while still getting advantages of local brand

* Retailer is provided with high margins, preferential shelf space and
strong in-store promotions, quality products at low prices

©McGraw-Hill Education



Appendix of Image Long Descriptions
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Appendix 1 Exhibit 13.1 Average Number of Ideas Put
on the Table

Data from the four-month study is divided by month. Numbers are
approximate.

Month 1: Diverse groups had 2.7 ideas while homogenous groups had 3.2
ideas.

Month 2: The average amount of ideas increased in both groups. Diverse
groups had 3 ideas while homogenous groups had 3.4 ideas.

Month 3: The average amount of ideas continued to increase steadily in
homogenous groups to 3.6. Idea output in diverse groups rapidly increased to
4, surpassing that of the homogenous groups.

Month 4: Ideas generated increased gradually for both groups; diverse groups
had 4.2 ideas, and homogenous groups had 3.7 ideas.

Return to original slide.

©McGraw-Hill Education



Appendix 2 Exhibit 13.3 Product Component Model

The main components are arranged into three concentric circles.

Core components are in the innermost circle and include: product platform,
design features, and functional features.

Packaging components are in the next circle and include: trademark, brand
name, price, quality, package, and styling.

Support services are in the outermost circle and include: repair and
maintenance, installation, instructions, deliveries, warranty, spare parts, and
other related services.

©McGraw-Hill Education Return to original slide.
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