Chapter 1. Introduction to Global Marketing

; Marketing is the process of planning and executing the conception, pricing, promotion, and distribution of
ideas, goods, and services to create exchanges that satisfy individual and organization goals.

; An organization that engages in Global Marketing focuses its resources on global market opportunities and
threats. One difference between 'regular’ marketing and "global" marketing is the "scope of activities". A
company that engages in global marketing conducts important business activities outside the home-country
market. Another difference is that global marketing involves an understanding of specific concepts,
considerations, and strategies that must be skillfully applied in conjunction with universal marketing

fundamentals to ensure success in global markets.

Overview of Marketing

; Marketing: one of the activities that, along with product design, manufacturing, and transportation logistics,
comprise a firm's value chain.
; Competitive pressure have prompted many firms to involve marketers in design, manufacturing, and other

value-related decisions from the start. This approach is known in some circles as "boundaryless marketing".

The goal is to eliminate the communication barriers between marketing and other functional areas.

; Value equation
; Value(7}A]) = Benefits(@9]) / Price(M]&:money, time, effort, ..)

; Needs(&7)

; BE ARSO] FEiREH ZHRA Qe A AZshal g £E, flegsk Ath

; cf) Maslov's Basic Human Requirements {Physiological / Safety / Social / Esteem / Self-actualization }
; Wants(EL)

; S0l Qs AFEEo] AAE dQstttal MZske AL Producttt Service@t GAECH

; Competition (Z73)

; Offering more value = More competition!

; The marketing mix is integral to the equation because benefits are a combination of the product, promotion,
and distribution.
3 ValueE ZZAIF)7] 918t ddole ofefiet &2 Aol Yth
; @ Offer customers an improved bundle of benefits or lower prices
; @ Improve the product itself, to design new channels of distribution, to create better communications
strategies
; @ Finding way to cut costs and prices
; @ Decrease the time and effort that customers must expend to learn about or seek out the product
; EF SIA Hojd AE, f8, ZREA 2 e JHAS A JnE SuRoR {ed dxo AA ok (2ES] 3
AFEOl J3E ZAA™)

Competitive Advantage, Globalization, and Global Industries
;o 7190l O ZdEA HsiA o U ZIRE Adstedl g3ethd ols 4tYolA 'Ad  29]'(Competitive
Advantage)& 2|1 QTkal olop/| it
; A A9E &2 71 AYPEE 228 AYPos HENTIE A EU o We AASH 3 (Globalization)
9] gRiEo|t}.
; Globalization is the inexorable integration of markets, nation-states and technologies to a degree never
witnessed before

; OEAIELS] BEOAl Globalization2 7oAl Atte] AMES oftjoldut AM3sh= 718](2 challenge)E AJ&ITh
ES SAl0] olESHA] &8t 718]50] OE AHlE HSAZIZIE it

; Global industry is one in which competitive advantage can be achieved by integrating and leveraging
operations on a worldwide sale. Also A company's industry position in one country is interdependent with

its industry positoin in other countries.

; Focus is simply the concentration of attention on a core business or competence.
; 2 SAEC] o] AES EAIE s 3 oel TE FElS alliance, mergers, acquisitions, divestitures,
and folding 58 sk AUtk

; Value(competitive advantage) and the focus required to achieve them are universal in their relevance
and they should guide marketing efforts in any part of the world.

Global Marketing: What it is and What it isn't

; 2+ A9tk Marketing practice= THE 4= Hiofl glth olgigh Aol & A Yojxe HIHoR Y45dE e dad
Al(marketing approach)o] T}& A|Qox] HIslelels HAMo] QIth= Z0]tHnot necessarily succeed)
; Global Marketing Strategy (229 0fAE Fg)
; B =7 YolA 719e 5 AIF 413 (choosing target market)Z} DRl WA 7 (developing a marketing
mix) o7 AAE AW Hth ol GMSHE HE&HU B 7K E ¢ 1gstojof sith
; @ Global market participation : the extent to which a company has operations in major world markets.
; @ Standardization VS Adaptation @ the extent to which each marketing mix element can be
standardized(executed in same way) or adapted(executed in different way) in various country markets,
; @ Concentration of Marketing Activities : the extent to which activities related to the marketing mix(Z
ZrMHolL 7148 Z23) are performed in one or a few country locations.
; @ Coordination of marketing activities : the extent to which marketing activities related to the
marketing mix are planned and executed interdependently around the globe
; ® Integration of competitive moves : the extent to which a firm's competitive marketing tactics in
different parts of the world are interdependent.

; Global marketing2 7]3] (Opportunity) & 918 (Threat) & FAAONA Zol 7199 F9g HWalE Zolth
; The issue of standardization VS adaptation has been at the center of a long-standing controversy among

both academicians and business practitioners.

; Cokel] 22 mHEE FWAAZRQ HIFde AFULE U ojzio] &% StandardizationoBF 7]8HsE 2 oLk
(FEOME= YRR ASZFQ HIOoE IS AS & AUTH LAY Coked] B "Global localization"olgh &
2 0k £ Qlth
; Global localization : a successful global marketer must have the ability to "think globally and act locally”.

; global marketing2 ZFEZQ ZAWE 1 AHAD I HIZEZQ A(REHA oYU 317]1d) 9 ZFEE o]FoA Uth.

; 4E3AQ 22E 719 Aul #2FESh Alul A8SHE SR @t

The importance of Global Marketing

; Some companies that fail to formulate adequate responses to the challenges and opportunities of
globalization will be absorbed by more dynamic, visionary enterprises.
; AAISt duafst 19SS A 1 917 "Holx]al el Ae ¥ 4 Ath

Management Orientations

(1) Ethnocentric Orientation (15 S41%))
; Home country is superior, sees similarities in foreign countries. A person who assumes that his or her
home country is superior to the rest of the world.
; Sometimes associated with attitudes of national arrogance or assumptions of national superiority.
; Centralized in marketing management



; Ol AMEES AEY SYET Hee A8o] il A=molA A3 mME o] e XMk E38d Aot
Azksl7] gtk g Alm olglolAle] 71S81E ®ol FAlskes dgol Ith oj#E 7IPES domestic companies =f
ETUCh E$F Ethnocentric companyOltt Ab= OQoME 7|¥HE & $E international companyctil HE
Ch olE8 A=olA 83 AEol the HdAXE 83 Zolzt FE
; ol2igt #Ee adaptation §10] EESHH (standardized or extension approach) OIAEO] ojt]oxu B8 Aol
= JAE /RN Yok
; o8t 7]1¥olAl= foreign operatorlt marketo] =i Ao HIs) 2AFE O] AL BEAQl ZO& of AZILE
; Ethnocentrism is one of the major internal weaknesses that must be overcome if a company is to
transform itself into an effective global competitor.
; UE SHFOe VYol S3FQ S2d AL H7] Qs SEEHO Mk she b 2 WEA o Zied
Shtol T},
; * Standardize extension "centralized"

(2) Polycentric Orientation (CHIE &XA)
; Each host country is unique, sees differences in foreign countries.
; 0l Ethnocentric Orientation®] B (opposite) O]T},
; Manger's belief of assumption that each country in which a company does business is unique.
Multinational company(Ch=2% 7197} o7)o] zgtECt ole zHzko] npzl Aef (different market condition)ol
g} 2+t localized &€ adaptation approach® AZEE AZslojof Hl= Ao 718,
; Decentralized in marketing management
; * Everything is different, extreme localization "decentralized"

(3) Regiocentric Orientation (K1Y S48 )
; Sees similarities and differences in a world region; is ethnoceitric or polycentric in its view of the rest
of the world
; A region becomes the relevant geographic unit; management's goal is to develop an integrated regional
strategy.

;B Alle Man A B9t Bn. 38 BEE BuR A9 Feke sk Aol
i ex) U.S. SIAHE0] NAFTA 4% 7lo] aFshe 2. w8 2d 7I95e 98 Ao SueEn

; Integrated on regional in marketing management

(4) Geocentric Orientations (Rl+ S48 #F)
; World view, sees similarities and differences in home and host countries
; Views the entire world as a potential market and strives to develop integrated world market strategies.
;A AAIE AREQ ARCRE Hil SEE A Al thst "ekg Jidst] flal =gt

; Integrated on global in marketing management

; O]F & Regiocentric / Geocentric BEOE AYslel= SAEE titl2 AMAA (Global) &2 FE=&(Transnational)
71¥oleta &R

; Global company
; A Global company can be further described as one that pursues either a strategy of serving world
markets from a single country, or that sources globally for the purposes of focusing on select country
market.
; Global companies tend to retain their association with a particular HQs country.
; ex) g2 HoHIE2 USet ofd:solA & AA AlFo] g%t Gapll 22 AYFY F7tolA ARE 7t
Mot F2 dii] nlx AIEE JEEith (052 BFE 229 7|goltH)
; Transnational companies both serve global markets and source globally. There is often a blurring of national
identity. A true transnational would be characterized as "stateless."
; ex) ToyotaZ} == 7]¥2] of.
; Global ® Transnational 71¥& International &2 Multinational 1Yt FEAE 71& £Q% 7I&2 Mind-set 0]

T} Global/Transnational 712 €& (expand) 3} %S (adaptation) o ##AFH 2F0] 7FE (assumption) o] 718141 WiH
AR get), 23518 I8t 2EE2 AIF ot 7t thsh ZA] 71= fojA UgdRch T8 2Z2dst dde 598
(integrated)0]al B (coordinated)O|T}.

; ¥ 7190] TransnationalQIA] &QI517] fIsiAle 7K€ B HO
; @ Sales outside the home country to total sales
; @ Assets outside the home country to total assets
; @ Employees outside the home country to total employee

; The geocentric orientation represents a synthesis of ethnocentrism and polycentrism. It is a "world view" that
sees similarities and differences in markets and countries and seeks to create a global strategy that is fully
responsive to local needs and wants.

; A regiocentric manager might be said to have a world view on a regional scale; the world outside the
region of interest will be viewed with an ethnocentric or a polycentric orientation, or both.

; SRR FAle] a7t Eate R9EQ BdEe |Aske Zo] 2HR 228 SEe8 §47e AR B wria &

e

T}

; Ethnocentric/polycentric = Regiocentric/gencentric &47He 219] ol#lg
; "The multinational solution encounters problems by ignoring a number of organizational impediments to
the implementation of a global strategy and underestimating the impact of global competition”

For Affecting Global Integration and Global Marketing

Driving Forces (R25%)
(1) Regional Economic Agreements (X|¥™ A& §A)

; A number of multilateral trade agreements have accelerated the pace of global integration.
; e.8.) NAFTA, GATT, WTO, EU

(2) Converging Market Needs and Wants and the Information Revolution
; Most global markets do not exist in nature; they must be created by marketing effort.
; ex) No one "needs" soft drinks, and yet today in some countries per capita soft drink
consumption "exceeds" the consumption of water
; AAAFCR AHIR 879 BRE HUS <"(converge)dtal QUTE Multinational companies pursuing
strategies of product adaptation run the risk of falling victim to global competitors that have
recognized opportunities to serve global customers.
; Information revolution is one reason for the trend toward convergence. 914 W& AAAHR TV 4l
EQI(CNN, MTV)S& X7t 80 e AFREE 189 Zlojz AEdst MY standardE THE Uekeh HIWE
& A =AUt
; The Internet is an even stronger driving force. 02 QI8 MA ojtlolN%= F& 7Hsdt §80] HQULh &
St QIEUIE ASHA] Z RMED MHIAES 7HIFHOR AlNE $ AEF ST

(3) Transportation and Communication Improvements (2& 2 S4 $Ho] e
; HIE 8719 BYE FAA oltIRE 48413 ojujo]l EEg 4= A =AU
; ES THE FREBA Suo) wuT Hgd 23S 7oA wtt,
; The cost associated with physical distribution, both in terms of money and time, have been greatly
reduced.

(4) Product Development Cost (RIE AL HIK)

; The pressure for globalization is intense when new products require major investments and long

periods of development time.

(5) Quality ()



; Global marketing strategies can generate greater revenue and greater operating margins which

supp

ort design and manufacturing quality.

; Global companies '"raise the bar" for all competitors in an industry. When a global company

establishes a benchmark in quality, competitors must quickly make their own improvements and come

up to par.

; For truly global products, uniformity can drive down research, engineering, design, and production

costs across business functions.

(6) World Economic Trends (MA AA A

; Economic growth has been a driving force in the expansion of the international economy and the

growth of global marketing for three reasons:

@ Economic growth in key developing countries has created market opportunities that provide a
major incentive for companies to expand globally.
@ Economic growth has reduced resistance that might otherwise have developed in response to
the entry of foreign firms into domestic economies.
; 5= Ee =7 4% EA d8e ddcta de uf X ZFERe R tisiA Hih S9F0]
C}.
; A growing country means growing markets; there is often plenty of opportunity for
everyone.
; meEbs olEA A7 Eshe B9 9F9] 7Yool S0letA =i (domestic) 7I¥EI BWsEIAl &
1% ZEYe 2FEE Aol Zhssith. a2y dA gl glojle 22Y 7I1¥E0] = (domestic) 7Y
9 RIS AKX "tk 1 49 =4 71¥E0] R AYe 7ot 189 ARRE Esdl get
1 gAY 4 AT
@ The worldwide movement toward free markets, deregulation, and privatization
; The trend toward privatization is opening up formerly closed markets.

(7) Leverage (Z&3}?)

» Leverage

g

Some type of advantage that a company enjoys by virtue of the fact that it

experience in more than one country.

; Leverage: 71¥0] Mz AHH AZoA 71FE ZaA & o Age dYdotes SiEth OE
Leverage:= 7190 HOF A2 AR A2 =8, A2 22 FAGIES ] &0 TO82 Leverage? 4714

o[ch.

EU

o g

@ Experience Transfer (Z8 %7171)

;o =A 719 s =7tolA olm) AERE AY WE(management practices), ME(strategies), MF
(products), ¥al AT(advertising appeals), &2 W& 2 =ZZHH olo]t]o](sales or promotional

ideas) & T I7loME A& 4 Tt

@© Scale Economies (=9 AA)

; The global company can take advantage of its greater manufacturing volume to obtain
traditional scale advantages within a single factory.

; Finished products can be manufactured by combining components manufactured in
scale-efficient plants in different countries.

; The importance of manufacturing scale has diminished somewhat as companies implement
flexible manufacturing techniques and invest in factories outside the home country.

; Just as a domestic company can achieve economies in staffing by eliminating duplicate
positions after an acquisition, a global company can achieve the same economies on a global
scale by centralizing functional activities. The larger scale of the global company also creates
opportunities to improve corporate staff competence and quality.

® Resource Utilization (A &8)

; A major strength of the global company is its ability to scan the entire world to identify

people, money, and raw materials that will enable it to compete most effectively in world
markets.

@ Global Strategy (MAIE A=)
; A global strategy is built on an information system that scans the world business environment
to identify opportunities, trends, threats, and resources.
; When opportunities are identified, the global company adheres to the three principles identified
earlier : It leverages its skills and focuses its resource to create superior perceived value for
customers and achieve competitive advantage.

; "The global strategy is a design to create a winning offering on a global scale."
; A global strategy is no guarantee of ongoing organizational success.

Restraining forces (YAH)
(1) Management Myopia and Organizational Culture (ZAIQFS ZH® 2 F7 E3})
; DA O|A AE BAF VIPe ANYFoZ EE 4 Qitt. 22 Y olde XY AF Aol tisl 3
HE Adste 2 22 g3t @4 94 4 glrh
; S 'TH €4 ot Ao Fa AYRE HEsith BAF AYRo] HE Ag o €al e SAIAE local

initiativel} in-depth knowledge of local needs and condition

o
£
o

(2) National Controls (Z718 &A)
; Every country protects the commercial interests of local enterprises by maintaining control over
market access and entry in both low- and high-tech industries.
; @Y A @Y WTO, GATT, NAFTA S22 o] HH|SAUAIT HIZA & (non-tariff barriers) &

=

"] EA A]"(buy local) FHQIOIL} A]F OFIW (food safety rules), J18]3 ThHE #FA 2 (other
bureaucratic obstacles) 0] S|AZF 7iE =7to] F2a) S017b] FEA stal ALk

(3) Opposition to Globalization (MASlo] thet W)
; Globaphobia : an attitude of hostility toward trade agreements, global brands, or company policies
that appear to result in hardship for some individuals or countries while benefiting others.

; ol AR AFA = gE S2Y 7I9S0 thet v (protest) Ut =8 (violence) 9] HERZE LFERATE
; AIASHS] BHHAE © Labor unions, college and university students, special interest group 0] UCh
; = ol = AlAISHT o= w8AbE9 95 stbe Z7HR gt olopr1vt lth

Review Questions.

1. What are the basic goals of marketing? Are these goals relevant to global marketing?
2. What is meant by "global localization"? Is Coca-Cola a global product? Explain.

3. Describe some of the global marketing strategies avaliable to companies. Give example of companies that
use the different strategies

4, How do the global marketing strategies of Harley-Davidson and Toyota differ?

5. Describe the difference between ethnocentric, polycentric, regiocentric, and geocentric management

orientations.

6. Identify and briefly describe some of the forces that have resulted in increased global integration and the
growing importance of global marketing

7. Define leverage and explain the different types of leverage utilized by companies with global operations.




Chapter 2. The Global Economic Environment

The World Economy - An Overview

; NADA ol 7ba 291%Q1 M3l= emergence of global markets OIC} : responding to new opportunities, global
competitors have steadily displaced or absorbed local ones. Concurrently, the integration of the world economy
has increased significantly.
; During the 20 years, the world economic environment has become increasingly dynamic; change has been
dramatic and far reaching. To achieve success, executives and marketers must take into account the following
new realities.

; Capital movement have replaced trade as the driving force of the world economy

; Production has become "uncoupled” from employment

; The world economy dominates the scene; individual country economies play s subordinate role.

; the 75-year struggle between capitalism and socialism is largely over

; The growth of e-commerce diminishes the importance of national batriers and forces companies to

re-evaluate their business models.
; Changes of World Economy

; @ Increased volume of capital movement

; Global capital movements far exceed the dollar volume of global trade.
; Today, it is capital movements and trade that detemine currency value.

; @ Relationship between productivity and employment

; @ Emergence of the world economy as the dominant economic unit

; @ End of the Cold War

; ® Personal computer revolution and the advent of the Internet era have in some ways diminished the

importance of national boundaries

Economic Systems

Resource Allocation

Market Command

] o Centrally planned
Private Market capitalism Do
capitalism
Resource

Ownership
L Centrally planned
Slate Market socialism C
socialism

(1) Market Capitalism (A&} RHEF9))
; An economic system in which individuals and firms allocate resources and productoin resources are
privately owned.
; Consumers decide what goods they desire and firms determine what and how much to produce. The role
of the state is to promote competition among firms and ensure consumer protection.
;o) thtkeel B2 =7hsol A"stal Qlth (Ropelzt, Afd)
; JE0 BE A Ag ZRAAPE 22 geHigta @ e gtk (=3 dE o) tER)

(2) Centrally Planned Socialism (52 SA] AlEF2])
; The state has broad powers to serve the public interest as it sees fit.
; State planners make "top-down" decisions about what goods and services are produced and in what
quantities. Consumers can spend their money on what is available. Government ownership of entire
industries(as well as individual enterprises) is characteristic of centrally planned socialism.

; Demand typically exceeds supply, the elements of the marketing mix are not used as strategic variables.
Little reliance is planned on product differentiaion, advertisin, or promotion.
; To eliminate "exploitation" by intermediaries, the government also controls distribution.

;o) ALY B=a 7 49, %

(3) Centrally Planned Capitalism (32 A AHEFEQ])
; An economic system in which command resource allocation is utilized extensively in an environment of
private resource ownership
;o) A, 98

(4) Market Socialism (A& AFE]F2])
; Market allocation policies are permitted within an overall environment of state ownership
;o) =

; Economic Freedom Index (BA &AMy A|$)
; Variables considered : trade policy, taxation policy, government consumption of economic output,
monetary policy, capital flows and foreign investment, banking policy, wage and price controls, property
rights, regulations, and the black market.
; Categorized as "Free", "Mostly Free", "Mostly Unfree", "Repressed”, "Unrated"
; There is high correlation between the degree of economic freedom and the extent to which a nation's
mixed economy is heavily market-oriented.

Stages of Market Development

; The stages provide a useful basis for global marketing segmentation and target marketing.
; Big Emerging Markets (BEMs) : China, India, Indonesia, South Korea, Brazil, Mexico, Argentina, South
Africa, Poland, and Turkey

; Those are the 4 categories based on GNP (per capita)
; GNP = Gross National Product
; GDP = Gross Domestic Product

(1) Low-income Countries
, Have a GNP per capita of less than $755.
; @ Limited industrialization and a high percentage of the population engaged in agriculture and
subsistence farming
; © High birth rates
; @ Low literacy rates
; @ Heavy reliance on foreign aid
; ® Political instability and unrest
; ® Concentration in Africa south of the Sahara

; About 40% of world's population is included.

; Many low-income countries have such serious economic, social, and political problems that they
represent extremely limited opportunities for investment and operations.

; BEMs : India, Indonesia

(2) Lower-Middle-Income Countries
; UN designates fifty countries in the bottom ranks of the low-income category as Least-developed
Countries (LDCs) (This term is sometimes used to indicate a contrast w/ developing countries and
developed countries. Bottom 15%.)
; Consumer markets in these countries are expanding rapidly.



; Have a major competitive advantage in mature, standardized, labor-intensive industries such as making
toys and textiles.
; BEMs : China and South Africa

(3) Upper-Middle-Income Countries
; The percentage of population engaged in agriculture drops sharply as people move to the industrial
sector and the degree of urbanization increases.
; Rising wages and high rates of literacy and advanced education but significantly lower wage costs that
the advanced countries.
; Innovate local companies can become formidable competitor and help contribute to their nations' rapid,
export-driven economic growth.

; Newly industrilizing economics (NIEs)
; Upper-middle-income countries that achieve the highest rates of economic growth

; BEMs : Argentina, Mexico, Poland, Turkey

; Maquiladora
; Mexical corporation that is permitted to import materials, components, equipment, and other
production inputs duty-free if they are used to produce goods for export.

; Marketing Opportunities in LDCs and Developing Countries
; Misconceptions about the "bottom of the pyramid"

; @ The poor have no money.
; In fact, the aggregate buying power of poor communities can be substantial.

; @ The poor are too concerned with fulfilling basic needs to "waste" money on non-essential

goods.
; In fact, consumers who are too poor to purchase a house do buy "luxury" item sich as TV
and gas stoves to improve their lives.

; ® The goods sold in developing markets are so inexpensive that there is no room for a new

market entrant to make a profit
; In fact, because the poor often pay higher prices for many goods, there is an opportunity
for efficient competitors to realize attrative margins by offering quality and low prices.

; @ People in BOP markets cannot use advanced technology
; In fact, residents of rural areas can and do quickly learn to use cell phones, PCs, and
similar devices.

; ® Global companies that target BOP markets will be criticized for exploiting the poor
; In fact, the informal economies in many poor countries are highly exploitative. A global
company offering basic goods and services that improve a country's standard of living can

earn a reasonable return while benefiting society.

; The marketing process of focusing an organization's resources on environmental opportunities is a
process of universal relevance. The role of marketing is the same in all countries, irrespective of

level of economic development.

; Global companies can also contribute to economic development by finding creative ways to
preserve old-growth forests and other resources while creating economic opportunities for local
inhabitants.

(4) High-Income Countries
; Also known advanced, developed, industrialized, or postindustrial countries. (GNP ) $9,266)
; Postindustrial country

; The source of innovation in postindustrial societies are derived increasingly from the codification of
theoretical knowledge rather than from "random" inventions.
; Product and market opportunities in a postindustrial society are more heavily dependent upon new
products and innovations than in industrial societies.
; Ownership levels for basic products are extremely high in most households. Organizations seeking to
grow often face a difficult task if they attempt to expand their share of existing markets. They can
endeavor to create new markets.

; BEMs : South Korea

; G7(Group of Seven) : U.S., Japan, Germany, France, Britain, Canada, and Italy
; G8 : G7 + Russia

; OECD(Organization of Economic Cooperation and Development)

(5) The Triad

; Refers to Japan, Western Europe, and U.S.
; The dominant economic centers of the world.

Marketing Implications of the Stages of Development
; It describes previously can serve as a guide to marketers in evaluating product saturation levels(H& &
& #'8), or the percentage of potential buyers or households who own a particular product.
; Ol 1919 FRAS0] ¥ Ueh(low per capita income)olAE B AEQ AFE £5F ddo] @ Ho &9t

Balance of Payments (R1& #8)

; A record of all economic transactions between the residents of a country and the rest of the world.
;8 =7kl AFRT YA AIA Atolo] BR] uF 715
; The balance of payment is divided into the current and capital accounts
; Current account
; A broad measure that includes trade in merchandise and services plus certain categories of
financial transfer such as humanitarian aid.
; Trade deficit (£ X))
; A country with a negative current account balance
; The outflow of money to pay for imports exceeds the inflow of money for sales of export
; Trade surplus (£ &A})
; A country with a positive current account balance
, Capital account
; A record of all long-term direct investment, portfolio investment, and other short- and Ilong-term
capital flows.
; mojE A9l Bols dF9) QR |F

o

olmjgict.

World Trade in Merchandise and Services
; Import and export growth has outpaced the rate of increased in GNP.
; Probably the fast-growing sector of world trade is trade in services. Services include travel and
entertainment; education; business services such as engineering, accounting, and legal services; and payments
of royalties and license fees.
; S AN, AAS =Ttose A1E A Ssidol AoiE RAXA &etal a1 olF Qs &
=3

20l

o

AT 9
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Overview of International Finance
; Foreign exchange makes it possible for a company in one country to conduct business in other countries
with different currencies. However foreign exchange is an aspect of global marketing that involves certain

financial risks, decisions, and activities that are completely different than those facing a domestic marketer.



; When a company conducts business across boundaries, it is thrust into the turbulent world of exchange risk. ; Arises when currency fluctuations, together with price changes, alter a company's future
revenues and costs.
; The foreign exchange market ; The firms that face operating exposure include not only those that have overseas operations

; Consists literally of a buyer's and a seller's market where currencies are traded for both spot and future but also those whose manufacturing plan calls for sourcing goods abroad.

delivery on a continuous basis.
Key issue is whether the company can use price as a strategic tool for maintaining its profit

; Spot market )
; Immediate delivery margins.
; Forward market ;& 7190] st AlEe] g Mso met 7HEe gAY Be ¢ AeTR ol R0 tigh 71 g

A7 Atk vk £Q0] Oigt 7HE uRLr It gg dWso] tigsk] fsl sAl B & [9d
(flexibility)o] Q7€ Zo|th. Tt 712 WA (Price elasticity)® 289 HE9H(Degree of competition) 23
BAF] QIR (location of the competitors)ol WECHdepend).

; Future delivery
; A currency in this market is worth what people are willing to pay for it. It is worth what people are
prepared to sell it for. It is a commodity.

Managed Dirty Float Managing Exchange Rate Exposure
; It is difficult to accurately forecast the movement of exchange rate.
; WeEkA ol #Elsh] st Be HEkso] S&SHA AL

; Float : The system of fluctuating exchange rates
, Dirty . Central banks buy and sell currencies in the foreign exchange market in an effort to influence
exchange rates. Such interventions may be intended to dampen fluctuations in foreign exchange rates.

; Managed : The specific use of fiscal and monetary policy by government to influence exchange rates ’ (1) Hedging

; Devaluation(E71&83}) can result from government action that decrees a reduction in the value of the ; Hedging exchange rate exposure involves establishing an offsetting currency position such that the
local currency that was previously fixed against other currencies. loss or gain of one currency position is offset by a corresponding gain or loss in some other
; Market forces can also trigger devaluation. currency.

; Basic Rule : If company forecasts indicate that the value of the foreign currency will weaken
Foreign Exchange Market Dynamics against the home currency, a hedge to protect against potential transaction losses is a prudent course
of action. (Conversely, for predictions that the foreign currency will appreciate/strengthen against the
home currency, then a gain can be expected on foreign transactions when revelues are converted into

; A country sells more goods and services abroad than it buys, there will be a greater demand for its

currency and a tendency for it to "appreciate” in value.

; Short-term capital is sensitive to interest rates and long-term capital to return expectations, and both the home currency.)

are sensitive to perceptions of risk. ; Given this expectation, the best decision may be not to hedge at all.
; External hedging methods for managing both transaction and translation exposure require companies
ek ()29 ALE o8 So) £¢jo] £EHT} TolkH oj¥A HZE7}? ol Import ) Export = We pay to participate in the foreign currency market. Internal Hedging methods include price adjustment
for dollars = Weaken Dollars 7} EC}. clauses and intra-corporate borrowing or lending in foreign currencies
; (2) Forward market
Purchasing Power Parity ; A mechanism for buying and selling currencies at a preset price for future delivery. If it is known
; It is used when adjusting national income data to improve comparability. that a certain amount of foreign currency is going to be paid out or received at some future date, a

; The so-called Big Mac Index is a "quick and dirty" way of determining which of the world's currencies company can insure itself against exchange loss by buying or selling forward.

are too weak or too strong. ; With a forward contract, the company can lock in a specific fixed exchange rate for a future date

and thus immunize itself from the loss (or gain) caused by the exchange rate fluctuation.

Economic Exposure (BA] =8) (x»3Q)
; The degree to which exchange rates affect a company's market value as measure by its stock price.
Refers to the impact of currency fluctuations on the present value of a company's expected future cash

; The company needs to protect the dollar value of the contract by hedging the potential foreign
currency cash inflow that will be generated if the company turns out to be the wining bidders. In
such an instance, forward contract are not the appropriate hedging tool.

flows.
; (Y] dldA] 2E geuser 7199 JtasEe] dAZAE BE Jhsde Eiith dRE oaxed
84t Sy eRY A SaEeAEE S120 B AR A S, e} 39 dareA o + (3) Option
ROl AJZHHE| oA Amjo] FIE2L Ay mEe E@Hoz 52 sHsMo] =0} met ARE oA ; "Put option" gives the buyer the right, not the obligation, to sell a specified number of foreign
ZORE ATEONA BAG= Aol ol AR BAo)A whsta g 4 Qo) currency units at a fixed price, upon the option's expiration date.
;o= ofEjo] 271A] category® U 4 QIT} ; "Call option" is the right, but not the obligation, to buy the foreign currency.

; [F1] B3 Ald 58 9E% AR ZaAlE ARE Wil ¥ ATE = 34 (put option)olgkal shal
A APIE 2 §4(call option)olEtal &Th REAIS FHE Fairl 71olet At 4= el v o=
AAlet: SM4g AR 5 Atk UFAo] Bt SMI0] Azfio] &8 Ax A3 AUiyriel Aiste ZAA
g FHE Atk olE EW WY Fo] SEUF 1009 9HE B 7|Ygo]l 83 U 0]&3to] A, Az
Q1 F2A A4S AASHE 4 XA Sx 1gEY 1050ETH 4S5 2FE 5 e S } FY0]
&7 HEZ ol Tt FHEE AFsta 1€98E 1IRICE 38 T 4 Ae £ F4& ng A

g 0] s}t ZR7F A5l 193y 100900] ETHA ok A4S AFRAl ZUTHH £FHIAL 19 Oi :LEM
AAGHA 128 110900 4 = Qo] FHE ZVI51al FBAAZ AdSIE AFHE $FFU 19

; @ Transaction exposure
; Arises when the company's activities result in sales or purchases denominated in foreign
currencies.
; The importance of transaction exposure is directly proportional to the amount of business a
company conducts outside the home market.

; @ Real operating exposure

g
o
>
Ar
0o
&
o
Ol



15009 Aoz souAlEt 1 il SHETEES 48 BA drh 988 2 ddE Ate 23 SAld g€RE

AT Zotd FHRE Sfsle ARIAE 4 S€ Bol E8stal JUth

Review Questions.

1. Explain the difference between market capitalism, centrally planned capitalism, centrally planned socialism,

and market socialism. Give an example of a country that illustrates each type of system.

2. What is a Big Emerging Market (BEM)? Identify the BEMs accorting to their respective stages of economic

development.

3. Turn to the Index of Economic Freedom and identify where the BEMs are ranked. What does the result tell

you in terms of the relevance of the index to global marketers?

4. A manufacturer of satellite dishes is assessing the world market potential for his products. He asks you if
he should consider developing countries as potential markets. How would you advise him?

5. A friend is distressed to learn that America's merchandise trade deficit hit a record $549 billion in 2003,
You want to cheer your friend up by demonstrating that the trade picture is not as bleak as it sounds. What

do you say?

Chapter 3. The Global Trade Environment

The World Trade Organization and Gatt
; WTO
; The World Trade Organization (WTO) is an international, multilateral organization, which sets the rules
for the global trading system and resolves disputes between its member states; all of whom are

signatories to its approximately 30 agreements.

Preferential Trade Agreement

; A mechanism that confers special treatment on select trading partners.
; By favoring certain countries, such agreements frequently discriminate against others. (0]2{gt 0]R& E3] 7Y
HEE WA S WTOO Alalstojof St

(1) Free Trade Area (Rb3 5 Alth)
; Formed when 2 or more countries agree to Eliminate tariffs, Quotas, and other barriers that restrict

trade.

; A free trade area comes into being when trading partners successfully negotiate a free trade agreement.
; The ultimate goal is zero duties on goods that cross borders between the partners.

; Countries that belong to an FTA can maintain independent trade policies with respect to third

countries.

; Rules of Origin (YA F7]4)
; Used to discourage the importation of goods into the member country with the lowest external
tariff for trans-shipment to one or more FTA members with higher external tariff; customs inspectors

police the borders between members.
; ex) EU, G3, ..

(2) Customs Union (TA] =)
; FTA(removal of internal barriers to trade) + Common external tariffs (CETs) and Quota system
; ex) EU, Turkey

(3) Common Market (&= A&
; Customs Union + Elimination of Restrictions on Factor Movements (factors of production - including
labor, capital, and information)
; ex) SICA

(4) Economic Union (ZA S49)
; Common Market + Coordinate and harmonize economic and social policy within the union to facilitate
the free flow of capital, labor, and goods and service from country to country
; Would involve the creation of a unified central bank, the use of a single currency, and common policies
on agriculture social services and welfare, regional development, transport, taxation, competitoin, and
mergers.
; ex) EU

North America
; Includes Canada, the U.S., Mexico
; U.S.E HTis Bof B2 97, He 9 2 SRS J9 A 89 ANA gy FXF FFor =53 nHAE Y
£ 7FAa Utk
; 0] 3719 =M= NAFTA(North American Free Trade Agreement)E Wil QIT}



; 9 NAFTAZE &4 Sdolyt @ Al (common market) T4l FTA A& ¢

79 2 B2 718 S5 BAE 47e SA6tAA} St SR Y QR #A
Sk OlZ|7ZHA] Qith WAIZolAe] tl= B o]Fe oFEAXE 27 Hal 9,1 th.
; ¥80lAE discretionary protectionismol Tt £ OFEZHA] Foj%=al JA] LT}

USAEZR BE P19 vekes #A et
U =59 ojs 53t &2 Q0 tist A

Latin America: SICA, Andean Community, Mercosur, CARICOM

2l opH|Z]7}ol& Carribbean and Central and South America 7} ZgHEITH
; Balanced budgeto] $4=9]0]al privatization & Y& L&AS0IT}

Central American Integration System (SICA) (€ ofH|Z]7} A
; Central American common marketg THS7] 98] =&atal rh
; Common rules of origin 0] E&%H |X] SICA F7I5 79| AIRER EF 085S 5&sta rh
; TheEt oFR7HR] B8 30] uncoordinated, inefficient, and costly ST}

Andean Community (A HAFUE)

; 7IY =UHEe O8] B sl B2 SAE S8t &4z =vks0] Rolg Milstexlol tis g7 dA-sith
ESH =9 EFF JAES JHER Y sies ieﬁ*?‘l\i}.
; Common external tariff7} A% o] SA) AESH TN SWO R Lyoprtal ATt

Common Market of the South (Mercosur) (% 35 ]5})
; BRE AE, AEl, O3 AL @40t 7 J7HE Atolo] s RkgEAl olsste Zolth SRR Mercosure
common marketola}ﬂi\i}— "Hﬂ S (customs union) A # -“v’_-%?E]I_' At 90%9] &0 AHFEA olsstal UA
T Mercosur®] 7§91 7+ 2 g o INE FRO BFAA AFEA HE S Atk

Caribbean Community and Common Market (CARICOM) (FlE]|H3] ARFUE ¥ Z= X&)
; CARICOMS] F H3 Carrebean &5 AlZolghs $Uhe &5 dAR &< A sh= Aol Atk

Current Trade-Related Issues
;o AdbolAel 7FE & olsyE FTAA(Free Trade Area of the Americas)OlTh. Leaders in many Latin

American countries are frustrated by what they perceive as America's failure to follow through on its

E O @ 3dA9 g4 g2 die S5otal 9L

promises in the region. 71 Z3t Brazildt Mercosur IEHSEES & °©
C}.
; First stage : Include discussions on business facilitation issues such as standardized customs forms
and industry deregulation
; Second stage : Focus on dispute ssettlement and rules of origin
; Third stage : Focus on tariff

ASIA-PACIFIC: The Association of Southeast Asian Nations (ASEAN)
; ASEANS OFAJOF-EfB Y X9 flagship 53 79 ™ (preferential trade agreement) FAOITEH
; Individually and collectively, ASEAN countries are active inregional and global trade.
; A constant problem was the stric tneed for consensus among all members before proceeding with any
form of cooperate effort.

Marketing Issues in the Asia-Pacific Region
; Mastering the Japanese market takes flexibility, ambition, and a long-term commitment. Y&0lE HIHE
olL} Ej & (attitude) o &= Zo] It} Lo Jgstaxt St 21 O MEI AHIAE FIstoior St
; (ol HE Brh)

Western, Central, and Eastern Europe

The European Union (EU)
; The objective of the EU member countries is to harmonize national laws and regulations so that goods,
services, people, and eventually money can flow freely across national boundaries.

The European Free Trade Area (EFTA) and European Economic Area (EEA)
; The ultimate goal is to achieve the free movement of goods, services, capital, and labor between the
two groups.
; EEA is a free trade area, not customs union with common external tariffs.

Marketing Issues in the European Union
; OY 93 BR~

The Lome Convention and the Cotonou Agreement
; Designed to promote trade and provide poor countries with financial assistance from a European
Development Fund.

Central European Free Trade Association (CEFTA)
; Global companies view the region as an important new source of growth, and the first company to
penetrate a country market often emerges as the industry leader.

The Middle East

; The majority of the population is Arab, a large percentage is Persian, and a small percentage is Jewish.
; Despite apparent homogeneity, many differences exist.

; The Middle East does not have a signal societal type with a typical belief, behavior, and tradition.

; Business in the Middle East is driven by the price of oil.

Cooperation Council for the Arab States of the Gulf
; The countries in GCC are heavily dependent on oil revenues to pay for their imports; efforts toward
economic diversification are underway.
; The organization provides a means of realizing coordination, integration, and cooperation in all

economic, social, and cultural affairs.

Marketing Issues in the Middle East
; Connection is the key word in conducting business in the Middle East. Those who take the time to
develop relationships with key business and government figures are more likely to cut through red tape
than those who do not.
; A predilection for bargaining is culturally ingrained, and the visiting business person must be prepared
for some old-fashioned haggling.
; Decisions are usually not made by correspondence or telephone.
; Most social customs are based on the Arab male-dominated society.

Africa

Economic Community of Western African States (ECOWAS)
; The member countries agreed to establish a free trade area for unprocessed agricultural products and
handicrafts.
; Tariffs on industrial goods were also to be abolished. However there were implementation delays.

East African Cooperation

; Established to promote free trade and economic integration. Tariff issues will be resolved and prospects



for a customs union are being explored. Efforts are also underway to develop regional ties in tourism and

coordinate energy projects.

Southern African Development Community (SADC)

Review Questions.

1. Explain the role of the World Trade Organization.

2. Describe the similarities and differences between a free trade area, a customs union, a common market, and

an economic union. Give an example of each.

3. Identify a regional economic organization or agreement in each of the following areas: Latin America,

A51a Paaflc Western Europe, Central Europe, the Middle East, and Africa.

Chapter 4. Social and Cultural Environments

Society, Cuture, and Global consumer culture

; Culture

; Definition : ways of living, built up by a group of human beings, that are transmitted from one

generation to another,
; or "The collective programming of the mind that distinguishes the members of one category of
people from those of another."

; A culture acts out in the context of "social institution" (family, education, religious, governmental, and

business institutions)
; those institutions function to reinforce "cultural norms".
; EShe JAFE/FAF 71X], BZ(idea), Bl (attitude), B Q7 BFE F43H= 7]
£ MtIZE Fo| (transmit) k= AS ZEBICH
; 2 Broad Categories of Culture

; (1) Material culture (B3 23h
; 2 2818 7424 (physical component) &2 E¢|% £33} (physical culture) 2 E&]al oJ&olL} &
U Q1ZE (artifact) S EFTICE

553 ol & AidlA T

Tob Zo] Q1ztof o5 w0l EE|® &4 (physical object)

; (2) Nonmaterial culture (41 £3hH
; Ol FIH(subjective) & FHH ESHabstract culture) 2l
It 2

(perceptions), Ei%E (attitudes), 41'd (beliefs), 8|3l 7}X](value) &

sk,
; gauFe 2ge W @0 AN Ba gEet ouiEe 94 TV, dEY, I8 HRE ARUANEE
SIS QT AYEE Lulof B V1S

BT Z3l(religion), Q4]
F89] Z(intangible)S E§H

dx=%
=

N2 228 2HIAEY] EJ0E 3l g5 fY=Ea ot oS
9] 9nQE HeHmeaningful set)E FRsHA Hrh OHAEES 0|2 "JAE FT B
g, "Au Bl oz RECh oy IAREIE Bohe rae A9 BeE) ééﬂ Fdo] stE: '¢@dd

A" (wired world) 2] 49 BES RAISkaL Utk
(1) Attitudes, Beliefs, and Values (Ei%, A1d, 7}x])
; 2P B3E =1 749 gdo] Zedks Hi, AY, J81 RS sadtoss BIE Hie 4 Ak

El=(Attitude)
; A learned tendency to respond in a consistent way to a given object or entity.

; Attitudes are clusters of interrelated beliefs

21 (Belief)
; An organized pattern of knowledge that an individual holds to be ture about the world.

; Attitudes and beliefs, in turn, are closely related to values

Z¥A (Value)
; An enduring belief or feeling that a specific mode of conduct is personally or socially preferable to

another mode of conduct.

3t9] E38H(Subculture)
; Smaller groups of people with their own shared subset of attitudes, beliefs, and values.

(2) Religion (Z11)
; One important source of a society's beliefs, attitudes, and values.
; Buddhism, Hinduism, Islam, Judaism, and Christianity {Roman Catholicism and Protestant}

(3) Aesthetics (13}

» An overall sense of what is beautiful and what is not beautiful, what represents good taste as opposed
to tasteless or even obscenity (@), and so on.

; 224 oHESE AE, 2hE, di7IR9 ARy mgoz e AIZA AU (visual aesthetics)] 24 oldl
alo} BTk

SOl AgolME BEEE MR BB AgoME 1 ot gkl $E Atk



; Low-context culture(Ruid £3})
; Messages are explicit and specific. Words carry most of the communication power.

; There is nothing inherently "good" or "bad" about any color of the spectrum; all associations and
perceptions regarding color arise from culture.

; ex) U.S., Switzerland, Germany
; High-context culture(1HiE £3})

; Less information is contained in the verbal part of a message. Much more information resides in the

; Red - a popular color in most parts of the world.
; Blue - an elemental connotation with undertones of dependability, constancy, and eternity.
; Sensitivity and a willingness to accommodate perceptions can help generate rapport and bluild goodwill.
; Music is an aesthetic component of all culture, accepted as a form of artistic expression and source of context of communication, including the background, associations, and basic values of the communication.
; ex) Japan, Saudi Arabia
; At og qiHlE Zstolde Aol 23l HIshA MAQ AR (legal paperwork)o] @ E4A 0]t} (less essential).
; aElE ZstollA] g AlES] Ee 9] OF(bond)Ol7|% ShTh RREQI ARAOIL QRAQl WA 14 (sanction)E A3
g "ert e Ao, olyd oo oJF (obligation) @t A (trus) & ELS 7IXIZ ZXsk] wiEolth olget =7t
olxE FuH Hojl(honor) ol et ZRE ZE0] HIQIZEAQl (impersonal) M& S¥HL} 4 & A2E AFAISHL
; HIS =7hs0] aid/Ad 2ot2 BREAC stelehs, LubEQl ABH (general tendency)o] T olQE% EAISH
th ol delEe F& oFelESHsubculture) oA BAELL nj=molAE ol niZixlolH, S 239 MALt e &

entertainment. Music represents a "transculture" that is not identified with any particular nation. Music
plays an important role in advertising, marketers must understand what style is appropriate in a given

national market.

L rfo

o

(4) Dietary Preferences
; A solid understanding of food-related cultural preferences is important for any company that markets
food or beverage products globally.

o =2 o5 ! '
; There is plenty of evidence that global dietary preference are converging. L AAES 9IS 'TEE' 9] AlA oIt
; ex) Fast Food
; But such process can provoke a nationalist backlash. T . High Context Low Context
; ex) The French Culinary Exception
Lawyers Less important Very important

(5) Language and Communication Is not to be relied upon; "get it in

A person's word Is his or her bond

syntax, semantics, phonology, and writing"

morphology. Unspoken or nonverbal communications include : gestures, touching, and other forms of body

language. (sometimes called silent language)

; Language is a crucial tool for communicating with customers, channel intermediaries, and others.

; THE AR AlE olgolu Bal 7h)9) RggstAL RS Moog st gHIM Aeso] Bt ofmet

=71 AE, BHAEIE0] Z7R) o] (intranational language)lt @¢l(dialect)o] zo]2 Q5] M7e &9 Esh

(subculture)& olafelor = ARE ATt

; ESH A OA"olAE Semantic issue@t Phonology@ Q13 WAsHE EAIS0] BTl Time be dealt with in terms of its own
; 2HQI0AE colgate: 'go hang yourself'@F 520IT} HEF SHFolA] 8282 'hurry up'olgh 5=0] QAT time

; Spoken or verbal language can be divided into four main areas :

Responsibility for .
Taken by highest level Pushed to lowest level

organizational error

People maintain a bubble of
Space People breathe on each other i . .
private space and resent intrusions

Polychronic-everything in life must o X
Monochronic-time is money.

Linear-one thing at a time

"y

; HAISEE R g 2 gEge ozt A AARCE Huk(diffusion) FIATHs Aot ol2 Q&) Hol FAL 58
B2 7S QoA AASHE Q18 B420] ST

Are lengthy-a major purpose is to

;ES A2 A1FI Wi AR 22 ublEE FEA Tl Seskth oo} TA SHg 234 HuA saEe Negotiations allow the parties to get to know | Proceed quickly
SR8 cross-cultural insightE ZFA €t o2t RAE2 &4 (negotiation)o]l YA wje SR 2ol & each other
Atk Competitive bidding Infrequent Common
; TS nonverbal communication QAL ZF Ugto] wel SQEHA aedEojor Sk i
= . . . . . . Country/regional .
; IECIE o]srE0lE Sequencing(concerns whether the discussion goes directly from point A to point B or examples Japan, Middle East U.S., Northern Europe

seems to go off on tangents), Phasing(pertains to whether certain important agenda items are discussed

immediately or after the parties have take some time to establish rapport)

Hofstede's Cultural Typology
; Social values suggesting that the cultures of different nations can be compared in terms of five dimensions.
; Dimensions
; (1) Power distance (#EZ &R}
; The extent to which the less powerful members of a society accept(expect) power to be distributed

unequally.
; 8 ALY SFARSo] dE BHiZE Aty EEsHA BHiEAEA0l tel Wl=(Ee VIdske) Bk

Marketing's Impact on Culture

; B3 g0 Uish REEel gae F2Y oEE0] 189 Y =2 Fdste 98 22 FMEo 74
QAEE FFESHstandardize) & = A= 7118 ASstal Atk HIER 2 IHHES dog Hole Edl t}
S0 He ST Ag HFcH: UE g¥soEte A T} convenience food, disposable products,
popular music, and movies in the U.S., Europe, and Asiaol Ti3] @& HZ Z7E AS%(shared preference)
= B aHRES0] Bdelsta, HEEQ ol (appeal/tid) & 7HAA ths A ot ofdlat 849 E7te
2e AE FHEaeol ois Fga 4559 8 (convergence) S 7RSI

;SRR Bl Tt 22d JEFY mAEY &doe =89 &X7F i ojEH "B Wxdcg
(McDonaldization of culture)"s S22 SAHE0] MZER Ald0 IE9 MES F3tuA 8 of Eolok & 238
2otk
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; (2) Individualism VS Collectivitism (AQFQ] / FRZF))
; The degree to which individuals in a society are integrated into groups.
; Individualist culture

High- and Low- Context Cultures ; Each member of society is primarily concerned with his or her own interest ahd those of the

; Concept of high and low context is a way of understanding different cultural orientation. immediate family.

; Giving priority to one's goal over group goals. Private identification is more important than



group identification.
; ex) U.S., Europe
; Collectivist culture
; All of the society's members are integrated into cohesive in-groups.
; Giving priority to the group's goal.

; ex) Japan, Asian countries

; (3) Masculinity VS Femininity (2839 / 61d39])

> Masculinity
5 A society in which men are expected to be assertive, competitive, and concerned with material
success, and women fulfill the role of nurturer and are concerned with issues as the welfare of
children.
; ex) Japan, Austria

; Femininity
; A society in which the social roles of men and women overlap, with neither gender exhibiting
overly ambitious or competitive behavior.
; ex) Spain, Taiwan (is low)

; [4) Uncertainty Avoidance (B4 &)

; The extent to which the members of a society are uncomfortable with unclear, ambiguous, or
unstructured situations.

; It is like a level of risk tolerance(aversion). Characterized by people uncomfortable of uncertain
situation.

; Members of some cultures express strong uncertainty avoidance by resorting to aggressive,
emotional, intolerant behavior; they are characterized by a belief in absolute truth.

; ex) Greece, Portugal

; (5) Long-term Orientation VS Short-term orientation (R7]% & / vV #A)
; The sense of immediacy within a culture, whether gratification should be immediate or deferred.
; Long-term values
, Persistence(preserverance) : A general tenacity in the pursuit of a goal
; Ordering relationship : status reflects the presence of societal hierarchies
; Observing this order : Acceptance of complementary relations
; Thrift : manifests itself in high saving rates
; A sense of shame : leads to sensitivity in social contact
; In addition to that, 'The existence of a market' and 'Supportive political context' is needed to
explain the economic growth.

(o)

; EEY FNEE olaiEtoRA 2R IHAEES THiRE0] HalAl wie glade] &g E U B 588 &+

R
A Erh B2 E/OAIQE EdHE ofuj2 S (ambiguity) ol TISH 2&80] Wrl(low tolerance). THIANES HU:
k=3

; B8 AR Al PHYE 9 AF9) ARE BHESE PDIVF £E4E A9 HLE Ul REFOR =2
PDIE &2 AT F2E 7Ha £ J&ESH ol don AuFoz Hrt Ze I AAES 7INA "rh
PDI AHAS TS T2 RHE (superior) It OF2 AFEHE (subordinate) At01Q] 15| Oist 5@ AITICL ATA

; ARzl -7jQIRe] HEge dzlo] Bl FE T eovks BHE B97t 98 39 328 commentt 8 4 9
=3

; ol

i
illg

ojA YEo|AE "o Wk (team orientation)d} T (wa:harmony)o] EQ8 7IX2 oJAZICE wl2tA]

ERE S04 o AT BHA Lot 3R 210] 1l 0|5 ofAZILE ohAlololAE HRIFS Aol K]

Hol}, WA mj=3 2 JiIFe) Mol Bo EsllM: MRl HHE AR AL fEHoR AxEs

Agol Atk

; ol| ATRKES FAFIAAFIE Mol AR B TV Bilo] mAE JFS FA Hol

= Mgol 28 RoME /RS 93t BV BAFAN Hglo] 2% Zoke BAE 98 B3
=]

ot
7RIS L (8 AR Bae ZIE SAES 918 Aol710] SBBAYL BARA @sith

; 7HR EFQ HHE onx|

; @ functional brand image(715%] OJH]X]) : oriented toward problem solving and problem prevention

; @ social brand image (AF2]& oJU]X]) : fulfill consumers' needs for group membership and affiliation

; ® sensory appeal (ZZ}A oJH]A]) : provide novelty, variety, and sensory gratification

;A9 ARt 2 RolE ASIA olnlAE BEsHe o] BAES] Mg WM BT @7 A3t Utk
e A AR e Rolde Z1sA, 42E olnxE BEsH: Zo]

The Self-Reference Criterion and Perception
; Self-reference Criterion (SRC)

; Unconscious reference to one's own cultural value
; 4 systemic step framework
; @ Define the problem or goal in terms of home-country cultural traits, habits, and norms
; @ Design the problem or goal in terms of host-country cultural traits, haits, and norms. Make no
value judgments.
; @ Isolate the SRC influence and examine it carefully to see how it complicates the problem
; @ Redefine the problem without the SRC influence and solve for the host-country market situation.

; Perception

; DEFINITION ZFS Z I

; Maslov's hierarchy

Self-actualization

Esteem, Achievement, Competence, Respect (It also can be group esteem in collectivism)
Belongingness, Love, Relationship

Safety

Physiological

Diffusion Theory (&4} 0]&)

; SAloldt 22 Zlolth, whEtA ojAo] AEFol HEEHJE W, "new's THE AS U & It} AoiEQl AFolA A

=0l
te

dek A AAEH, IAS O old H4alo] ofth SRR JUiEeR oAl shtel Algoel ojn] aviE AMEFS
SojAE JZi0] A AlFd flo] AlFal T Zol7] miEo] AP 4 Utk

The Adoption Process (A2 I4)

; The mental stages through which an individual passes from the time of his/her first knowledge of an
innovation to the time of product adoption or purchase
; 5 Different stages
; © Awareness (91X])
; The customers becomes aware for the first time of the product or innovation.
; HIZRQIEQl £ (impersonal source), & i HjT]ojLr Za1o] thsh =&0] EQ5HH
; @ Interest (&A)
; The customer is interested enough to learn more.

; RHIAES FFO] dAE dAtaS #He 7180l ¥ FEE FHolEyEs €58 Sith



; ® Evaluation (87}
; The individual mentally assess the product's benefits in relation to pressent and anticipated
future needs and, based on this judgment, decides whether or not to try it.

; @ Trial (RE)
; Most customers will not purchase expensive products without the "hands-on" experience
marketers call "trial"

; ® Adoption (£8)
; The individual either makes an initial purchase or continues to purchase the less expensive
product.
; AgoIA o Joiz o RO 71Q1A Q] &4 (personal source)”t HLF 5R31 ECh

Characteristics of Innovations (841¢] E4)

; @ Relative advantage (AThA 29))
; How a new product compares with existing products or methods in the eyes of customers.
; 71E ME thsh ARIES] AXE HThE 2Ql(perceived relative advantage)v #&8E dFsk=H 71
A ggke nzh

; @ Compatibility (Z8H3)
; The extent to which a product is consistent with existing values and past experiences of adopters.
; =A OAEAS] Halel HAl= BEF AE et AAES S8 BECE QIS dufg ISR ex)
VCR / Betamax

; ® Complexity (B84)
; The degree to which an innovation of new product is difficult to understand and use.
; AIE 5EEe 55 8880 2 MIEg=7t AZA 888 Y5+ QQlojth

; @ Divisibility (B&4)
; The ability of a product to be tried and used on a limited basis without great expense.
; income levelE0] Exfste & BYEXMHo] dsshe ol &, 7] & AE FEo 2 Aolge 7 etk

; dlE 91 CPCIHS nt@u=e 2tel ofgl7tolA ti8deR wifstx] &e=th

; ® Communicability (SJAIALTA)
; The degree to which benefits of an innovation or the value of a product may be communicated to
a potential market.

Adopter Categories (F8XF E5)
; Classifications of individuals within a market on the basis of their innovativeness.
; Five categories
; Innovator
; Venturesome, more cosmopolitan in their social relationships, and wealthier.
; Early Adoptors
; The most influential people in their communities (even more than the innovators)
y A critical group in the adoption process, they have great influence on the early and late
majority.
; Characteristics
; @ Tend to be younger
; @ With higher social status
; @ In a more favorable financial position than later adopter
; Early Majority
; Late Majority
; Laggards

; Interaction effect
; The process through which individuals who have adopted an innovation influence others.

Diffusion of Innovations in Pacific Rim Countries (BEJE Z/1E0x]e] Al 4h (EQ!)

; There are likely to be fewer innovators in Japan and other Asian countries, where risk avoidance is
high. However once consumers become aware that others have tried the product, they follow suit quickly
so as not to be left behind.

; Left tail is longer, reflecting hesitancy to try a new product. The curve is steeper and less symmetrical,
reflecting the speed with which early adopters and early majority try the product.

Marketing Implications of Social and Cultural Environments
; Reflects the extent to which products must be adapted to the culture-specific needs of different national
markets.
; AEe 888 Ugdio dSARA HielEs A /8% AlZolth dEA9 &% Zde SEFoR 48 AEsol
i, oL TSt AlAl A1 gdof tisl dXskA A8 A(significant adaptation) S QTEHA Z=th HEA Q) th
g % 2ole V) tE E7 Qo uds AESol st oldd AES Mishs 7199 E country-specific

economic, regulatory, technological, social, 12|31l cultural environmental conditiong & & "7l AS Zo|th

=

Review Questions.

1. What are some of the elements that make up culture? How do these find expression in your native culture?

2. What is the difference between a low-context culture and a high-context culture? Give an example of a
country that is an example of each type and provide evidence for your answer.

3. How can Hofstede's cultural topologies help Western marketers better understand Asian culture?

4. Explain the self-reference criterion. Go to the library and find examples of product failures that might have
been avoided through the application of the SRC.

5. Briefly explain the social research of Everett Rogers regarding diffusion of innovations, characteristics of
innovations, and adopter categories. How does the adoption process in Asia differ from the traditional Western
model?

6. Compare and contrast the United States and Japan in terms of traditions and organizational behavior and

norms.




Chapter 5. The Political, Legal, and Regulatory Environments of
Global Marketing

The Political Environment

Nation-States and Sovereignty
; Sovereignty : supreme and independent political authority
"Every sovereign state is bounded to respect the independence of every other sovereign state, and the
courts in one country will not sit in judgment on the acts of government of another done within its
territory”
; FEE VIR Q40 95 wEHECH
; @ A country's stage of development
; @ Political and economic system in place in the country
oF Ugtol A3t A& industrilized, newly industrializing, developing ¢ 371X & shuE ERFECH
OlE2 AEAQ AIYE 7191 BHSsh] Qs Z4E MEN #AItE TEoldth
Hl AR oA = AR §lo] ZEat, AHEF| AK] oAl olglgt w#AI7F HEit ASHEr)
; SRS 22 AF 2 HAEERIES 25 ARSHprivatization) O 2 Ssle AgS HOITH (0l FER 9
HE EoETh

; If countries can increase their share of world trade and increase national income, perhaps they will be

)

=]
s

willing to cede some sovereignty.
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Political Risk

; Political risk : The risk of a change in political environment or government policy that would adversely
affect a company's ability to operate effectively and profitably.

; B S U w2 AXE igdg JHAa okl AAEW, o] ZVH= QAR |XlshHe 2 oEEs AE A
oJtt.

Causes of Political Risk
; Intention between the residents' aspirations and goals and the real conditions at a given time.
; & 0] gapol AKX political risk7} AR}
; When the political risk is present in a high-income country, it can be traced to identifiable,
long-standing issues int the country.
; cf) conflict between Protestants and Catholics in Northern Ireland
; BolES £Ye 7HF =70 AE economic crisis?} political riskE 7PHE & Ak

; ex) Indonesia

Expressions and Symptoms of Political Risk
; The level of political risk is inversely related to a country's stage of economic development.
; The less developed a country, the greater the political risk.
; The political risk cannot be accurately predicted, the corporate culture also must be considered
when making a strategic decision.
; & FIRQ ZYoiAiRtE ojld X & Al
A= 3ol #rh

o)

S AR ZoIKE, HeAel Jlgolae & 9o

; companies can purchase insurance to offset potential risks arising from the political environment.
; ex) OPIC

Taxes

; Government taxation policies on sale of goods and services frequently motivate companies and
individuals to profit by "not" paying taxes.
; AE Adl2o] theh RO Al ARlo] 7193t HER stoig AlEe WAl '8 & uirh Ak
; cf) B9 A2 17%2] VATZF B0, I 21 B2 o E550] 2y (smuggle in)ECh
; Corporate taxation(H9Ql IA)) A= ST issueolrt.
;ocf) FRF QIFo] =2 #AoAE E2 AFoRZ Q5 Be 7IgE0] dFolu EEngH(barter trade)
HE dsstetl, ol 7150 EA gom N8 w2 I ¢ QU] wiEolth
; O|2 Qs 8 AE0] AR £01EX U1, ol Qlaf B =ESAERE &) FXF EoMgo] s SuiEa

Sk

Seizure of Assets (KM BF)

; Expropriation(Z884/84) . Governmental action to disposes a foreign company or investor.

; Compensation is generally provided in "prompt, effective, and adequate" manner. if not, the action

is referred to as "confiscation" (&)
; Nationalization(Z533}) : Government takes control of some or all of the enterprises in a particular
industry

; "public purpose"?] 9] ® "adequate payment'7} FOIRE ujo] ZHsketal BT

; J8THA 9 Expropriation/Nationalizationg SR=7}? Satisfy the public purpose.

; cf) S.Korea nationalized Kia to stabilize the market.
; THF Retaliation(B25)9] issue?t Q& 4= UATh

; Creeping Expropriation(B%1&d 84) : Limitations on repatriation(Z8) of profit, dividends, royalties, and



technical assistance fees from local investment or technology arrangements.

; ARE E4ole 1 900 local content requirements, quotas for hiring local nationals, price controls, and
other restrictions affecting return on investment(ROI), discriminatory tariff, nontariff barriers that limit
market entry, discriminatory laws on patents and trademark, intellectual propery restriction 50| AT}

The Legal Environment (HZ% &-2)
; International Law : Rules and principles that nation-states consider binding upon themselves,
; What happens if a nation has allowed a case against it to be brought before the International Court of
Justice and then refuses to accept a judgment against it? The plaintiff nation can seek recourse through the
UN Sceurity Council, which can use its full range of powers to enforce the judgment.

Common Law Versus Civil Law [A18 ¢ U]

; Private internation law : body of law that applies to disputes arising from commercial transactions

between companies of different nations.

; Civil-law country : legal system reflects the structural concept and principles of the Roman Empire in

the sixth century.
; the codes in which private law is cast are formulated in broad general terms and are thought of as
completely comprehensive, that, is, as the all-inclusive source of authority by reference to which
every disputed case must be referred for decision.

; Common-law country : many disputes are decided by reliance on the authority of past judicial decisions

(cases).

; Islamic Law : The sharia is a comprehensive code governing Muslim conduct in all areas of life,

including business. Code is composed of two sources: Koran + Hadith

Sidestepping Legal Problems : Important Business Issues
Jurisdiction (AFHA)
; Refers to a court's authority to rule on particular types of controversies arising outside of a
nation's borders or to exercise power over individuals or entities from different countries.

Intellectual Property : Patents, Trademarks, and Copyrights

; Patent (§3])
; A formal legal document that gives an inventor the exclusive right to make, use, and sell an
invention for a specified period of time.

; Ti70 9471014 inventionol2tal 32 7I¥sHAL BHESHA] gL "S&3A Tof'g qn|ith

; Trademark (&%)
; A distinctive mark, motto, device, or emblem that a manufacturer affixes to a particular
product or package to distinguish it from goods produced by other manufacturers.

; Copyright (KZH#)
; Establishes ownership of a written, recorded, performed, or filmed creative work.

; Infringement of intellectual property (K& mj&HA F3f)
; @ Counterfeiting (IXZ)
; The unauthorized copying and production of a product.
; @ Associative counterfeit (imitation) (2XF)
; Uses a product name that differs slightly from a well-known brand but is close enough
that consumers will associate it with the genuine product.
; @ Piracy (RIZR A3f)

; The unauthorized publication or reproduction of copyrighted work.

; Companies sometimes find ways to exploit loopholes or other unique opportunities offerred by

patent and trademark laws in individual nations.

; International concern about intellectual property issues in the 19th century resulted in two
important agreements.

; @ International Convention for the Protection of Industrial Property

; @ Patent Cooperation Treaty

; Another key issue is global patent protection for software.

Antitrust (8153)
; Designed to combat restrictive business practices and to encourage competition.
; ex) E2 Microsoft®] Media Player 719¥7] AFA3 2 A,
; Cartel
; A group of separate companies that collectively sets prices, controls output, ortakes other
actions to maximize profits.

Licensing and Trade Secrets (M3 & 719 719)
; Licensing

; A contractual agreement in which a licensor allows a licensee to user patents, trademarks,
trade secrets, technology, or other intangible assets in return for royalty payments or other forms
of compensation.
; 2ol do] Qlol Q5 A 71Yo] gtojMdAle] tiztz ofE RS FIstojor shal, At THAg ofE
A o713, =5 AlEe vE dEld dg AR Agsta g dRls de ZAAXE ddste ZAolth
6}%-3}0]_8 A E T Q8 Aot

ES glojdA 7leg Be 71 (Licensee)o] gloldA A& 71 (Licenson 3t AFE og Adsl= AS

® v

IX5k7] Q16 etoldAE W2 710l A= HollA diste Ag MEe 4 Itk ES Licensore A|k0]
UEEHH Y Ve AgS U oY siAl ke Ade Licenseeﬁ- 73% F& At matk] Licensors
59 87 A7 LA s ZYE et Uk ol AEEH sidg UeE Tith

; TS Licensing expiration ZAE A9 AYAE s F AT

i«
; Licensings &3 dHAE W=E ZS ulsop sith
; ol A ok v FAto] A" 4 QUUh (Antitrust scrutiny)
; Trade Secrets (719 71®)
; Confidential information or knowledge that has commercial value and is not in the public
domain, and for which steps have been taken to keep it secret.
; AY Tl &Y 3, 4], A, 14 2lAEV 2FHED o)AE0] E2E: A 9] 19
719 7149] glojdde BHEE Fro] Hag dsto] e AAENS] 7Y BS Aok} AdE]ofjof
; SRE 2 F7HER) V1Y Ve HESsh] 918t M JjM =¥o] o]Fofx|al ALt

E
o
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Bribery and Corruption : Legal and Ethical Issues (M8 2 Ef : €8 € T8 0ol%)
; Bribery (HE)

; The corrupt business practice of demanding or offering some type of consideration(typically
cash payment) when negotiating a cross-border deal.

; Foreign Corrupt Practices Act OlAl& 3007171 g Hl= 719E0] o= AFENA HSIAA &)y
Eg FAUCh 2 Qlrh

; FCPAO] Tigt Hl¥ 7kt shths FCPAZE EHA Al=Foo tigt |fa4¥ #Alke Aolth (7) o
o Fgol mEW nj=x9 ¥, #F, VI §2 A AAd Ae ni= 7Y ARSA Aee A EREA
TH= Zlolth. Jgolk ol shuel ZEFQ suHeg atstal Uth AA otz #19] HEs WUIHA
HolFE He EAIgHR] ZErthe Zolth wgha] FCPAO] 5] AAIE 7|EL TE IVHEdAE Z/Ert

384k

; FCPAO] thgh ECHE vl ofzio] o= AAREd HIsl tl= 7IYES olgle fIxlo] Yojgetie A
ot d3Ql|oo] EZASE 23 o] ol WAAZCL nl= 7Y FEAQl Jeke 7FtE 24o] T



o ASS Lord 4 JQALh JHE HER QS HIEO] $45 billion o Edtal &= 7I¥E0] 1 & 80%
£ A SE A FAE 27t A
; HEQ EAle AIA AlZol tl=o] SESiE HHA] Eethes AS Andith. AH HE ¢9e B &
# =7HE0] ojAE deductible business expense@ OIAX| 3L QUCh AT BHEQ =g Fol7] sl
ws0iT s Zd(code of conduct) & $8sh= 22 7I1¥9E =AE A% sojual s FAolth
; M2 xofolghe ZRE 76t 4l AYURES Aoke FEol thel @K 2EEE LERAITE
O It is unclear whether the new law will be enforced with equal rigor everywhere, and, if not,
what sanctions will be imposed. @ The treaty contains legal loopholes, such as the provision
that business contracts can be linked to public aid projects such as building hospitals. @ There
is disagreement on what constitutes a "normal" versus an 'abnormal’ payment. @ It will be
necessary to arrive at a workable definition of what constitutes a "public official."
; =9 WA Rk HA @23 siejolA 29 U 719ES dRole V1Y &do] HEE AKE A9
ZHsop & ¢ QAU st FTolA IES 1= RTE BF F,EHAA] local practiced] FEEFHAU T
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SHAl &g 4 Atk E U8 ISHoie 719 e Edide ons AR RF x7|stal A9
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Conflict Resolution, Dispute Settlement, and Litigation (5& 314, A & 435)
; Conflicts inevitably arise in business anywhere, especially when different cultures com together to buy,
sell, establish joint ventures, compete, and cooperate in global markets,
; Dispute with a foreign party is frequently in the home-country jurisdiction.
; Litigation in foreign courts becomes vastly more complex, partly because of differences in languasge,
legal systems, currencies, and traditional business customs and patterns.
; Problem arises from difference in procedures relating to discovery.
; discovery (EAD
; the process of obtaining evidence to prove claims and determining which evidence may be
admissible in which countries under which conditions
; A further complication is the fact that judgments handed down in courts in another country may not be
enforceable in the home country.
;= olggt olgz B2 FVHE0] £Z0R/K] 7] Ho| EAiche He A5s

b
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Alternatives to Litigation for Dispute Settlement (B8 XL L8t 450 oigh ti¢h
; Formal arbitration is one means of settling international business disputes outside the courtroom.

; Arbitration (X))
; A negotiation process that the two parties have, by prior agreement, committed themselves to
using.
5 Generally, arbitration involves a hearing of the parties before a three-member panel; each
party selects one panel member, and those two panel members in turn select the third member.
The panel renders a judgment that the parties agree in advance to abide by.
; =AIEQ 719 SAjol theh Afo] BESTH 7|Yolut HSAHES AgAES SX g&5e "dA OE g5'0=
oJ717] dth AMHE EE AGAY W8 TE1 od A g% A2 22 4 Qlth stthes) Sxdish=s ¢
AE dgste A sz gA & otk (= 7|93t & 719 Atolo] 2do] LS uf, olE2 2= &
YRl RS W 5 vl S Holth E ojma olojg MeshoLiz Sas BAlt.
; &aet oo} EAJo] T3l standard for invalidityE AEste BAE oM, EOHE BEAE QAL O=1He &
ARkl AFE WEA WopEoES FEEL AW, T Flie 2@ £89 Wol 9ig +& .

The Regulatory Environment (7#A] &3)
; Consists of agencies, both governmental and non-governmental, that enforce laws or set guidelines for
conducting business.
; Global marketing activities can be affected by a number of international or regional economic organizations.

; ex) In Europe, the European Union makes laws governing member states.

; The WTO will have a broad impact on global marketing activities in the years to come.
; Although all three environments are compex, astute marketers plan ahead to avoid situations that might
result in conflict, misunderstanding, or outright violation of national laws.

Review Questions.

1. What is sovereignty? Why is it an important consideration in the political environment of global marketing?

2. Describe some of the sources of political risk. Specifically, what forms can political risk take?

3. Briefly describe some of the differences between the legal environment of a country that embraces common

law and one that observes civil law.

4. Global marketers can avoid legal conflicts by understanding the reasons conflicts arise in the first place.
Identify and describe several legal issues that relate to global commerce.

5. You are an American traveling on business in the Middle East. As you are leaving country X, the passport
control officer at the airport tells you there will be a passport "processing” delay of 12 hours. You explain that
your plane leaves in 30 minutes, and the official suggests that a contribution of $50 would probably speed
things up. If you comply with the suggestion, have you violated U.S. law? Explain.

6. "See you in court" is one way to respond when legal issues arise. What other approaches are possible?




