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THE MARKETING MIX

The Marketing Mix (What and How to Sell)

The marketing mix consists of a set of strategy decisions made in the areas of product, promotion, pricing, and distribution for the porposes of satisfying the customers in a target market. The number of variables in​cluded in these four areas is extremely large, making possible hundreds of com​binations. Because the domestic operation has already established a successful marketing mix, the temptation to follow the same procedures overseas is strong. The ques​tion that the international marketing manager must resolve is: "Can we stan​dardize worldwide, must we make some changes, or must we formulate a com​pletely different marketing mix?"

Standardization, Adaptation, or Completely Different?

Management would prefer standardization of the marketing mix — that is, it would prefer to employ the same marketing mix in all of the firm's operations because standardization can produce significant cost savings. If the same prod​uct that is sold in the domestic market can be exported, there can be longer pro​duction runs that lower manufacturing costs. For the many products, both consumer and industrial, that require spare parts for after-sales servicing, standardization greatly simplifies logistics and ac​quisition.

If advertising campaigns, promotional materials (catalogs, point-of purchase displays) and sales training programs can be standardized, the expensive creative work and artwork need be done only once. Standardized pricing strategies for multinational firms avoid the embarrassment of having an important customer receive two distinct quota​tions for the same product. Although economies of scale are not as readily at​tainable for standardizing channels of distribution as for the other elements of the marketing mix, there is some gain in efficiency when the international mar​keting manager can use the same strategy in all markets. In summary, the bene​fits from standardization of the marketing mix are: (1) lower costs, (2) easier control and 

coordination from headquarters, and (3) reduction of the time consumed in preparing       the marketing plan.

         In spite of the advantages of standardization, most firms find it necessary to either modify the present mix or develop a new one. The extent of the changes depends on the type of product (consumer or industrial), the environ​mental forces, and the degree of market penetration desired by management.
Product Strategies

The product is the central focus of the marketing mix. If it fails to satisfy the needs of consumers, no amount of promotion, price cutting, or distribution will persuade them to buy. The housewife will not repurchase a detergent if the clothes do not come out as clean as the TV commercials say they will. She will not be deceived by advertisements announcing friendly service when her expe​rience demonstrates otherwise.

In formulating product strategies, it is especially important that the inter​national marketing manager never overlook the fact that the product is more than a physical object. The total product, which is what the customer buys, also includes the package, the brand name, accessories, after-sales service, the warranty, and instructions for use. The fact that the total product is purchased often makes it less expensive and easier for the multinational firm to adapt the present product or evencreate a new one without altering its physical characteristics. Different package sizes and promotional messages, for example, can create a new total product for a distinct market. The relative ease of creating a new total product without changing the manufacturing process is an important reason why there is more physical product standardization internationally than one might expect.

Type of Product

One important factor that influences the amount of change to be made in a prod​uct is its classification as a consumer or industrial product. Generally speaking, consumer products require greater adaptation than industrial products to meet the demands of the world market. If the consumer products are high style or the result of a fad, they are especially likely to require changes. We can think of these product types as being on a continuum ranging from insensitive to highly sensitive to the foreign environment.
Industrial Products. Many highly tech​nical industrial products can be sold unchanged worldwide. Transistors, for ex​ample, are used wherever radios are manufactured. 

If product changes are required, they may be only cosmetic, such as con​verting gauges to read in the metric system by pasting a new face on a dial or printing instruction plates in another language. Relatively simple adaptations such as lengthening pedals or changing seat positions are frequently sufficient to compensate for the physical differences of foreign operators.

Somewhat more drastic modifications may be necessary for some products because of two problems that are especially prevalent in the developing countries – a tendency to overload equipement and to slight maintenance. These problems are comprehensible to anyone familiar with the cultural and economic forces in the foreign environment.

Occasionaly, adaptations are necessary to meet local legal requirements, such as those that govern noise, safety, or exhaust emissions. To evoid changing the product, some manufactures follow the practice of designing it to meet the most stringent laws even if this means that it will be overdesignied for the rest of the markets.

Consumer Products. While consumer products generally require greater modi​fication to meet local market requirements than do industrial products, some of them can be sold unchanged to certain market segments. Consumer products of this kind include a number of luxury items such as large automobiles, sporting equipment, and expensive kitchen appliances. This is because in every country of the free world there is a market segment that is more similar to the same seg​ment in other free world countries with respect to economic status, buyer be​havior, tastes, and preferences than it is to the rest of the segments in the same country. This market segment includes the "jet set," foreign-educated and well-traveled citizens, and expatriates. Many products and services foreign to local tastes and preferences have been successfully introduced by first being mar​keted to this group. Gradually, members of other market segments have pur​chased these products and services until consumption has become widespread. In introducing new products, especially when the goal is immediate mar​ket penetration, the marketer must be aware that generally, as you go down the economic and social strata in each country, you tend to find greater dissimilar​ities among countries with respect to social and cultural values.
In introducing new products, especially when the goal is immediate mar​ket   penetration, the marketer must be aware that generally, as you go down the economic and social strata in each country, you tend to find greater dissimilar​ities among countries with respect to social and cultural values. It follows from this that in general, the deeper the immediate market penetration desired, the greater must be the product modification.This doesn’t necessarily mean that the physical product must be changed. Perhaps a modification of one of the other elements of the total product is sufficient—a different size or color of the package, a change in the brand name, or a new positioning if the product is consumed dif​ferently.



Promotional Strategies

Promotion, one of the basic elements of the marketing mix, is communication that secures understanding between a firm and its publics for the purpose of bringing about a favorable buying action and achieving a long-lasting confidence in the firm and the product or service it provides. 

Because promotion both influences and is influenced by the other marketing mix variables, it is possible to formulate six distinct product strategies by com​bining the three alternatives of: (1) marketing the same product everywhere, (2) adapting the product for foreign markets, and (3) designing a different product with (1) the same, (2) adapted, or (3) different messages.
1. Same product – same message. When marketers find that target markets vary little with respect to product use and consumer attitudes, they can offer the same product and use the same promotional appeals in all markets.

2. Same product – different message. The same product may satisfy a different need or be used differently. This means that the product may be left unchanged, but a different message is required.

3. Product adaptation – same message. In cases where the product serves the same function but must be adapted to different conditions, the same message is employed with a changed product.
4. Product adaptation - message adaptation. When both product use and buying habits are unlike those of the home country, both the message and the product must be modified.

3. Product adaptation – same message. In cases where the product serves the same function but must be adapted to different conditions, the same message is employed with a changed product.

6. Different product for the same use – different message. Frequently the different product requires a different message as well.
Pricing Strategies

Pricing, the third element of the marketing mix, is an important and complex con​sideration in formulating the marketing strategy. Pricing decisions affect other cor​porate functions, directly determine the firm's gross revenue, and are a major de​terminant of profits.

Pricing, a Controllable Variable

Marketers, especially Americans, have become increasingly cognizant of the fact that effective price setting consists of something more than mechanically adding a standard markup to a cost. To obtain the maximum benefits from pric​ing, management must regard it in the same manner as it regards other control​lable variables; that is, pricing is one of the marketing mix elements that can be varied in order to achieve the marketing objectives of the firm.

For instance, if the marketer wishes to position a product as a high-quality item, setting a relatively high price will reinforce promotion that emphasizes quality. However, combining a recognizably low price with a promotional em​phasis on quality could result in an incongruous pairing that would adversely af​fect consumer credibility—the low price might be interpreted as the correct price for an inferior product. Pricing can also be a determinant in the choice of middlemen, because if the firm requires a wholesaler to take title, stock, pro​mote, and deliver the merchandise, it must give the wholesaler a much larger trade discount than would be demanded by a broker, whose services are much more limited.

These examples illustrate one of the reasons for the complexity of price setting—the interaction of pricing with the other elements of the marketing mix. In addition, two other sets of forces influence this variable: (1) interaction be​tween marketing and the other functional areas of the firm and (2) environmen​tal forces.
International Standardization

Multinational firms that pursue a policy of unifying corporate pricing proce​dures know that pricing is acted on by the same forces that militate against the international standardization of the other marketing mix components. Pricing for the overseas markets is more complex because managements must be con​cerned with two kinds of pricing: (1) foreign national pricing, which is domes​tic pricing in another country, and (2) international pricing for exports.

Foreign National Pricing. Many foreign governments in their fight against in​flation have instituted price controls, and the range of the products affected var​ies immensely from country to country. Some governments attempt to fix prices on just about everything, while others are concerned only with essential goods. Unfortunately, there is no agreement on what is essential, so in one market the prices of gasoline, food products, tires, and even wearing apparel may be controlled, while in another market only the prices of staple foods may be fixed. In nations with laws on unfair competition, it may be the minimum sales price that is controlled rather than the maximum. The German law is so comprehen​sive that under certain conditions even premiums and cents-off coupons may be prohibited because they are considered to violate the minimum price require​ments. The international marketer must be watchful of a recent tendency of many nations, especially EC members, to open up their markets to price compe​tition by weakening and even abolishing retail price maintenance laws.

Prices can vary because of appreciable cost differentials on opposite sides of a border. One government may levy higher import duties on imported raw materials or may subsidize public utilities, while another may not. Differences in labor legislation will cause labor costs to vary. Competition among local sup​pliers may be intense in one market, permitting the affiliate to buy inputs at bet​ter prices than those paid by an affiliate in another market, which must pur​chase raw materials from a single supplier, possibly a government monopoly.

Because the multinational firm, for a number of reasons, does not intro​duce a new product simultaneously in all markets, the same product will not be in the same stage of the product life cycle everywhere. In markets where it is in the introductory stage, there is an opportunity to charge a high "skimming" price or a low "penetration" price, depending on such factors as market objec​tives, patent protection, price elasticity of demand, and competition. As the product reaches the maturity or decline stage, the price may be lowered, if do​ing so permits a satisfactory return. It is apparent that because life cycles vary among markets, prices too will be different.

International Pricing. International pricing involves the setting of prices for goods produced in one country and sold in another. Problems exist in setting an intracorporate price (transfer price). Transfer prices may also be employed to circumvent currency restrictions. When a country is suffering from a lack of foreign exchange, it may impose con​trols that totally prohibit, or at least place a low limit on, the amount of profit that can be repatriated. 

The manipulation of transfer prices for the reduction of income taxes and import duties or the avoidance of exchange controls has caused many govern​ments to insist on arm's-length prices—the prices charged to unrelated custom​ers. 

In spite of the advantages of transfer price manipulation, there are appar​ently sufficient reasons why many multinationals prefer to price at arm's length. A study of 130 American firms revealed that 60 percent of the com​panies preferred this method. Besides governmental intervention, executives stated that only by means of this policy could for​eign managements be properly monitored and evaluated. Some who dissented stated that while their underlying policy is based on arm's-length transactions, modifications were made to take advantage of legal tax savings. As for the need to establish a standard transfer pricing policy, most managements agree that it is advantageous to have one, but they add that it must be flexible and subject to frequent review.
Distribution Strategies

The development of distribution strategies is a difficult task in the home country, but it is even more so internationally, where multinational marketing managers must concern themselves with two functions rather than one: (1) getting the products to foreign markets (exporting) and (2) distributing the products within each market (foreign distribution).
Interdependence of Distribution Decisions

When making decisions on distribution, care must be taken to analyze their in​terdependence with the other marketing mix variables. For example, if the product requires considerable after-sales servicing, the firm will want to sell through dealers that have the facilities, manpower, and capital to purchase equipment and spare parts and to train servicemen. This will necessitate using a merchant wholesaler, which will demand a larger trade discount than would an agent, since an agent does not perform these functions. Channel decisions are critical because they are long-term decisions; once established, they are far less easy to change than those made for price, product, and promotion.

International Standardization

While management would prefer to standardize distribution patterns interna​tionally, there are two fundamental constraints on its doing so: (1) the variation in the availability of channel members among the firm's markets and (2) the in​consistency of the influence of the environmental forces. Because of these con​straints, international managers have found it best to establish a basic but flexi​ble overall policy. This policy is then implemented by the subsidiaries, which design channel strategies to meet local conditions.

Availability of Middlemen. As a starting point in their channel design, local managers have the successful distribution system used in the domestic oper​ation. Headquarters support for a policy of employing the same channels world​wide will be especially strong when the entire marketing mix has been built around a particular channel type, such as a direct sales force or franchised oper​ators. However, companies utilizing the more common types of middlemen are usually more inclined to grant the local organization greater freedom in channel member selection.

Although a general rule for any firm entering a foreign market is to adapt to the available channels rather than create new ones, a number of multinationals have successfully avoided the traditional channels because of their appalling in​efficiencies. Coca-Cola did this in Japan.

Experienced marketers know that they cannot get their products to the con​sumer by the same retail channel in every country, and even in Europe the dif​ferences are substantial. A sure out​let is the hypermarket, which sells 36 percent of all toys purchased in France, whereas in Germany the hypermarket accounts for only 15 percent of toy sales. The most important kind of outlet for toys in Germany is inde​pendent retailers , which are organized into buying groups. 
Foreign Environmental Forces. Environmental differences among markets add to the difficulty in standardizing distribution channels. Changes caused by the cultural forces generally occur over time, but those caused by the legal forces can be radical and quick and can slow dramatically trends that are re​sponding to cultural demands.

To illustrate, hypermarkets, which are changing distribution patterns in Europe and particularly in France, a nation of small shopkeepers, numbered only 11 in that country in 1972. The combination of lower prices and one-stop shopping caught on with the French consumer, and 51 hypermarkets were opened in 1973. Manufacturers that saw a quick end to small shopkeepers failed to appreciate their political power. The Royer Law, passed in 1973, gave local ur​ban commissions the power to refuse construction permits for supermarkets and hypermarkets. After the law took ef​fect, only 40 percent of the large-store applications were approved, with the re​sult that just 14 hypermarkets were opened in 1975.

While the trend toward more giant stores has not been stopped by the law (there were 550 French hypermarkets in 1985), it has certainly been slowed. Similar laws in Italy and Belgium are keeping the concentration of re​tail trade at less than half of what it is in European nations without such laws (England, Germany, Netherlands).
Manufacturers in the EC that have tried to prevent distributors from sell​ing across national borders have been prohibited from doing so by the Commis​sion through the EC's antitrust laws. Exclusive distributorships have been per​mitted, but every time that the manufacturer has included a clause prohibiting the distributor from exporting to another EC country, the clause has been stricken from the contract. In effect, the multinational that has two factories in the EC with different costs, and thus distinct prices, is practically powerless to prevent prod​ucts from the lower-cost affiliate from competing with higher-cost products from the other affiliate.

Economic differences also make international standardization difficult, al​though marketers can adapt to economic changes. In 1960, very little frozen food was sold in France because of the consumer's preference for fresh food. However, tight economic conditions forced many housewives to seek employ​ment, and with less time to spend preparing meals, they turned to frozen food. An added attraction of frozen food items was the fact that their prices did not rise as fast as those of fresh foods. The result has been sales increases of 10 per​cent or more a year since 1973. In Japan, high prices have also forced women to find jobs, and they no longer have time to shop for and prepare the traditional Japanese foods. More than 50 chains of convenience stores fill their needs by of​fering convenience foods. The 7-Eleven chain alone has over 2,000 stores in Ja​pan. To appreciate the growth of this company, consider these facts: Japan's second-largest supermarket chain, Ito-Yokado, which operates the 7-Eleven stores under license from the Southland Corporation in the United States, began in 1972. It had only 15 stores by 1975, but by 1980 this number had increased to 800, and now there are over 2,000.35

Worldwide, marketers are seeing cultural barriers fall as economic condi​tions force housewives to obtain employment to supplement household income. The premium that outside employment places on their time is leading them to prefer one-stop shopping, laborsaving devices, and convenience foods. 
Summary

Although the basic marketing functions are the same for both domestic and in​ternational marketing, the markets served can be very dissimilar because of dif​ferences in the environmental forces. The work of the international marketing manager has an added complexity caused by the necessity of planning and con​trolling marketing strategies in a number of countries instead of just one. Most multinational firms would prefer to standardize the marketing-mix components internationally in order to lower their costs and simplify their control, but mar​ket differences caused by varying environmental forces militate against stan​dardization.

