CHAPTER 10
BRAND AND PRODUCT DECISIONS IN GLOBAL MARKETING 
BASIC PRODUCT CONCEPTS

The product P of the marketing mix is at the heart of the challenges and opportunities facing global companies today: Management must develop product and brand policies and strategies that are sensitive to market needs, competition, and company ambitions and resources on a global scale.  Effective global marketing often entails finding a balance between the payoff from extensively adapting products and brands to local market preferences and the benefits that come from concentrating company resources on relatively standardized global products and brands. 

A product is a good, service, or idea with both tangible and intangible attributes that collectively create value for a buyer or user. 

A product’s tangible attributes can be assessed in physical terms such as weight, dimensions, or materials used. 

Intangible product attributes, including status associated with product ownership, a manufacturer's service commitment, and a brand’s overall reputation or mystique, are also important.
Product Types

A frequently used framework for classifying products distinguishes between consumer and industrial goods.  

Consumer and industrial goods, can be further classified on the basis of buyer orientation. Buyer orientation is a composite measure of the amount of effort a customer expends, the level of risk associated with a purchase, and buyer involvement in the purchase. 

The buyer orientation framework includes such categories as convenience, preference, shopping, and specialty goods. 

Brands

A brand is a complex bundle of images and experiences in the customer’s mind. 

Brands perform two important functions. 

1. A brand represents a promise by a particular company about a particular product.

2. Brands enable customers to better organize their shopping experience by helping them seek out and find a particular product.

The sum of a consumer’s impressions is a brand image, defined as perceptions about a brand as reflected by brand associations that consumers hold in their memories. 

Brand image is one way that competitors in the same industry sector differentiate themselves. 

Brand equity represents the total value that accrues to a product as a result of a company’s cumulative investments in the marketing of the brand. 

Brand equity can also be thought of as an asset representing the value created by the relationship between the brand and customers over time. The stronger the relationship the greater the equity. 

Companies develop logos, distinctive packaging, and other communication devices to provide visual representations of their brands. 
A logo can take a variety of forms, starting with the brand name itself, a word mark consisting of words like “Coke” or a non-word mark such as the Nike Swoosh.

Local Products and Brands

A local product or local brand is one that has achieved success in a single national market. 

Sometimes a global company creates local products and brands in an effort to cater to the needs and preferences of particular country markets. 

Local products and brands also represent the lifeblood of domestic companies. 

Entrenched local products and brands can represent significant competitive hurdles to global companies entering new country markets. (In China, a sporting goods company started by Olympic gold medalist Li Ning sells more sneakers than Nike.) 

In developing countries, global brands are sometimes perceived as overpowering local ones. Growing national pride can result in a social backlash that favors local products and brands. 
International Products and Brands

International products and international brands are offered in several markets in a particular region. For example, for many years the two-seat Smart car developed by DaimlerChrysler was offered for sale in Europe only (see Case 10-2). 
Global Products and Brands

Globalization is putting pressure on companies to develop global products and to leverage brand equity on a worldwide basis.  A global product meets the wants and needs of a global market. A true global product is offered in all world regions, including the Triad and in countries at every stage of development. 

A global brand has the same name and, in some instances, a similar image and positioning throughout the world. 
Some companies are well established as global brands. For example, Gillette (“The best a man can get”), BMW (“The ultimate driving machine”), GE (“Imagination at work”), and Harley-Davidson (“An American legend”). 
In the twenty-first century, global brands are becoming increasingly important. 

Worldwide, consumers, corporate buyers, governments, activists, and other groups associate global brands with three characteristics. 

1. Quality signal. Global brands compete fiercely with each other to provide world-class quality. A global brand name differentiates product offerings and allows marketers to charge premium prices. 

2. Global myth. Global brands are symbols of cultural ideals. 

3. Social responsibility. Customers evaluate companies and brands in terms of how they address social problems and how they conduct business. 

A global brand is not the same thing as a global product. 

The Sony Walkman is an example of combination or tiered branding, whereby a corporate name (Sony) is combined with a product brand name (Walkman). 

By using combination branding, marketers can leverage a company’s reputation while developing a distinctive brand identity for a line of products. 

Co-branding is a variation on combination branding in which two or more different company or product brands are featured prominently on product packaging or in advertising. Properly implemented, co-branding can engender customer loyalty and allow companies to achieve synergy.
Global companies can also leverage strong brands by creating brand extensions. This strategy which entails using an established brand name as an umbrella when entering new businesses or developing new product lines that represent new categories to the company. (The Virgin brand is one example.) 

Table 10-1 shows the four combinations of local and global products and brands in matrix form. Each represents a different strategy; a global company can use one or more strategies as appropriate. 

Global Brand Development

Table 10-2 shows global brands ranked in terms of their economic value as determined by analysts at the Interbrand consultancy and Citigroup. 

Developing a global brand is not always an appropriate goal. 
Managers contemplating the development of a global brand must be aware of three points:

1. Managers must assess whether anticipated scale economies will materialize. 

2. Managers must recognize the difficulty of building a successful global brand team. 

3. Managers must be alert to instances in which a single brand cannot be imposed on all markets successfully. 
Aaker and Joachimsthaler recommend that companies place a priority on creating strong brands in all markets through global brand leadership.
The following six guidelines can assist marketing managers in their efforts to establish global brand leadership

1. Create a compelling value proposition for customers in every market entered, beginning with the home country market.

2. Think about all elements of brand identity and select names, marks, and symbols that have the potential for globalization. Give special attention to the Triad and BRIC nations.

3. Develop a company-wide communication system to share and leverage knowledge and information about marketing programs and customers in different countries.
4. Develop a consistent planning process across markets and products.

5. Assign specific responsibility for managing branding issues to ensure that local brand managers accept global best practices.

6. Execute brand-building strategies that leverage global strengths and respond to relevant local differences.

Coke is arguable the quintessential global product and global brand.  Coke relies on similar positioning and marketing in all countries.  The basic underlying strategic principle that guide the management of the brand are the same worldwide: are we offering essentially the same product and brand promise?

Local versus Global Products and Brands: A Needs-Based Approach

Coca-Cola, McDonald’s, Singapore Airlines, Mercedes-Benz, and Sony are a few of the companies that have transformed local products and brands into global ones. 

The essence of marketing is finding needs and filling them.

Maslow’s hierarchy of needs (see Figure 10-1), a staple of sociology and psychology, provided a framework for extending local products and brands abroad. 
Maslow hypothesized that people’s desires can be arranged into a hierarchy of five needs. An individual fulfills needs at each level and progresses to higher levels.

At the basic level of human existence, physiological and safety needs must be met. 

People need food, clothing, and shelter, and a product that meets basic needs has the potential for globalization.

However, the basic need to eat is not the same as wanting a Big Mac or a Coke.

Because Coca-Cola and McDonald’s fulfill basic human needs and market their products well, they built global brand franchises. 

Both know that some food and drink preferences are embedded in culture, both companies created local products and brands for particular markets. 

Mid-level needs in the hierarchy include self-respect, self-esteem, and the esteem of others. 

These social needs create demand for status-oriented products and cut across stages of country development (e.g., consumers in Malaysia buy the same upscale Parker pen as Americans shopping at Neiman Marcus). 

Luxury goods marketers are especially skilled at catering to esteem needs on a global basis. (e.g., Rolex).

Some consumers flaunt their wealth: this behavior is called conspicuous consumption or luxury badging.

Products fulfill different needs in different countries. The primary function of the refrigerator in high-income countries relates to basic needs. 

In developing countries, refrigerators have a secondary purpose related to higher-order needs – prestige.  

Hellmut Schütte proposed a modified hierarchy to explain the needs and wants of Asians. 

The three highest levels emphasize the intricacy and importance of social needs. 

Affiliation needs in Asia are satisfied when an individual feels accepted by a group; conformity with group norms is a key force driving consumer behavior. 

The next level is admiration, a higher-level need that can be satisfied through acts that command respect within a group. 

At the top of the Asian hierarchy is status, the esteem of society as a whole. 

The quest for status leads to luxury badging (e.g., half of Gucci’s sales revenues are generated in Asia).

“COUNTRY OF ORIGIN” AS BRAND ELEMENT

One of the facts of life in global marketing is that perceptions about and attitudes towards particular countries often extend to products and brands known to originate in those countries. Such perceptions contribute to the country-of-origin effect; they become part of a brand’s image and contribute to brand equity. 

Perceptions and attitudes can be positive or negative – “German” is synonymous with quality engineering, “Italian” with style, and “French” with chic.

Within a given country, consumers are likely to differ in terms of both the importance they ascribe to a product’s country of origin and their perceptions of different countries. Moreover, as industries and markets globalize, the origin issue is becoming more complex. Country of design, country of manufacturer, and country sources for parts can all become relevant considerations. 
The manufacturing reputation of a particular country can change (e.g., Made in the USA or Made in Japan and Finland’s Nokia rose in stature to a global brand).

Stereotyping presents disadvantages. One study compared perceptions of microwave ovens and blue jeans produced in the U.S, Mexico, and Taiwan. 
There was a bias in favor of U.S.-made microwaves and jeans and no difference between microwave ovens “made in the USA” and “made in Taiwan.” 

If a country produces high-quality products perceived as low quality, one alternative is to disguise the country of origin. 

The other is to keep foreign identification and change buyer attitudes.

Some foreign products have a substantial advantage over the domestic counterparts simply because of their “foreign-ness”.  Global marketers have an opportunity to capitalize on the situation by charging premium prices.  

PACKAGING

In many instances, packaging is an integral element of product-related decisions. Packaging is an important consideration for products that are shipped to markets in far corners of the world. 

Moreover, the phrase “consumer packaged goods” applies to a wide variety of products whose packaging is designed to protect or contain the product during shipping, at retail locations, and at the point of use or consumption. 
“Eco-packaging” is a key issue today, and package designers must address environmental issues such as recycling and biodegradability.
Packaging serves important communication functions, by offering cues that provide consumers with a basis for making a purchase decision.

Packaging must engage the senses, make emotional connections, and enhance a consumer's brand experience 

Brewers, soft drink marketers, distiller, and other beverage firms typically devote considerable thought to ensuring that packages speak to consumers or provide some kind of benefit beyond holding liquid.
Labeling

One hallmark of the modern marketplace is the abundance of multi-language labeling on many products.  In today’s self-service retail environments, product labels may be designed to attract attention, to support a product’s position, and to help persuade consumers to buy.  Labels can also provide consumers with various types of information. 
Care must be taken to ensure that all ingredient information and use and care instructions are properly translated. 

The content of product labels may be dictated by country- or region-specific regulations which vary in different parts of the world

For example, the European Union now requires mandatory labeling for some foods containing genetically modified ingredients.
Today, virtually all food products sold in the United States must present information regarding nutrition and serving size in a standard format. 

Aesthetics

Global marketers must understand the importance of visual aesthetics embodied in the color or shape of a product, label, or package. 

Likewise, aesthetic styles, such as the degree of complexity found on a label, are perceived differently in different parts of the world. 

For example, it has been said that German wines would be more appealing in export markets if the labels were simplified. 

Aesthetic elements that are deemed appropriate, attractive, and appalling in one’s home country may be perceived differently elsewhere. 

In some cases, a standardized color can be used in all countries; an example is the distinctive yellow color on Caterpillar’s earth-moving equipment. In other instances, color choices should be changed in response to local perceptions. 

PRODUCT WARRANTIES

A warranty can be an important element of a product’s value proposition. An express warranty is a written guarantee that assures the buyer is getting what he or she has paid for or that provides recourse in case a product’s performance falls short of expectations. 

In global marketing, warranties can be used as a competitive tool to position a company in a positive way. 

EXTEND, ADAPT, CREATE: STRATEGIC ALTERNATIVES IN GLOBAL MARKETING

To capitalize on opportunities outside the home country, company managers must devise and implement appropriate marketing programs.  Depending on organizational objectives and market needs, a particular program may consist of extension strategies, adaptation strategies, or a combination of the two. 

The following strategies are possibilities:

· An extension strategy that calls for offering a product virtually unchanged (i.e., “extending” it) in markets outside the home country. 

· An adaptation strategy involves changing elements of design, function, or packaging in response to needs or conditions in particular country markets. 

· Product invention entails developing new products “from the ground up” with the world market in mind.

Laws and regulations in different countries frequently lead to obligatory product design adaptations.  This may be seen most clearly in Europe, where one impetus for the creation of the single market was the desire to dismantle regulatory and legal barriers that prevented pan-European sales of standardized products. 
In the food industry, for example, there were 200 legal and regulatory barriers to cross-border trade within the EU in 10 food categories. Among these were prohibitions or taxes on products with certain ingredients and different packaging and labeling laws. As these barriers are dismantled there will be less need to adapt product designs and many companies will be able to create standardized “Euro-products.”

The extension/adaptation/creation decision is one of the most fundamental issues addressed by a company's global marketing strategy. 

Although it pertains to all elements of the marketing mix, extension/adaptation is of particular importance in product and communications decisions. 

Earlier in the chapter, Table 10-1 displayed product and brand strategic options in matrix form. Figure 10-4 expands on those options: All aspects of communication—not just branding—are considered. 

Companies in the international, global, and transnational stages of development all employ extension strategies. The critical difference is one of execution and mind-set.  

In an international company, the extension strategy reflects an ethnocentric orientation and the assumption that all markets are alike. 

A multinational company utilized the adaptation strategy because of its polycentric orientation and the assumption that all markets are different. 

The geocentric orientation of managers and executives in a global company has sensitized them to actual, rather than assumed differences between markets. 
Strategy 1: Product-Communication Extension (dual extension)

Many companies employ product-communication extension as a strategy when pursuing opportunities outside the home market. 

Under the right conditions, this is the easiest product marketing strategy; it can be the most profitable one as well. 

As a general rule, extension/standardization strategies are utilized more frequently with industrial (business-to-business) products than with consumer products. The reason is simple: Industrial products tend not to be as rooted in culture as consumer goods. A brand’s high-tech, high-touch image lends itself to global consumer culture positioning (GCCP). 
The product-communication extension strategy has an enormous appeal to global companies because of the cost savings associated with this approach. 

Strategy 2: Product Extension/Communication Adaptation 
In some instances, a product or brand can be successfully extended to multiple country markets with some modifications of the communication strategy.  

Research may have revealed that consumer perceptions about one or more aspects of the value proposition are different from country to country.  It may also turn out that a product fills a different need, appeals to a different segment, or serves a different function in a particular county or region.  

Whatever the reason, extending the product while adapting the marketing communication program bay be the key to market success.  

The appeal of the product extension-communication adaptation strategy is its relatively low cost of implementation. 

Product transformation: The same physical product ends up serving a different function or use than that for which it was originally designed or created. 

Strategy 3: Product Adaptation-Communication Extension 
A third approach to global product planning is to adapt the product to local use or preference conditions while extending, without minimal change, the basic home-market communication strategy or brand name.  

This third strategy option is known as product adaptation-communication extension. 
A new Cadillac model, the BLS, built in Sweden, is 6 inches shorter than the current CTS and a four cylinder engine is standard.

Kraft’s experience with Oreos in China is an example of changing from a product extension to product adaption strategy.
Strategy 4: Product-Communication Adaptation (dual adaptation)

A company may also utilize the product-communication adaptation (dual adaptation) strategy.  As the name implies, both the product and one or more promotional elements are adapted for a particular country or region.  
The four alternatives are not mutually exclusive. A company can simultaneously utilize different product/communication strategies in different parts of the world. 
Nike’s “bad boy” image is at odds in China and their prices of their shoes were out of line with average Chinese household incomes so Nike adapted both their advertising and pricing programs. 

Strategy 5: Innovation
Invention is a demanding but potentially rewarding product strategy for reaching mass markets in less developed countries as well as important market segments in industrialized countries.

The winners in global competition are the companies that can develop products offering the most benefits, which in turn create the greatest value for buyers anywhere in the world. 

In some instances, value is not defined in terms of performance, but rather in terms of customer perception. 
How to Choose a Strategy

Most companies seek product-communications strategies that optimize company profits over the long term. 

Which strategy for global markets best achieves this goal? There is no general answer to this question. 

Managers run the risk of committing two types of errors regarding product and communication decisions. 

1. To fall victim to the "not invented here" (NIH) syndrome, ignoring decisions made by subsidiary or affiliate managers. 

2. To impose policies upon all affiliate companies on the assumption that what is right for customers in the home market must also be right for customers everywhere. 

In sum up, the choice of product-communication strategy in global marketing is a function of three key factors: 

1. The product itself, defined in terms of the function or need it serves;

2. The market, defined in terms of the conditions under which the product is used, the preferences of potential customers, and the ability and willingness to buy; and 

3. Adaptation and manufacture costs to the company considering these product-communication approaches. 

NEW PRODUCTS IN GLOBAL MARKETING

The four strategic options described in the matrix (Figure 10-4) do not necessarily represent the best possible responses to global market opportunities. 

In today’s dynamic, competitive market environment, many companies realize that continuous development and introduction of new products are keys to survival and growth. That is the point of Strategy 5, product invention. 
Identifying New-Product Ideas

· What is a new product? 
The product may be an entirely new invention or innovation that requires a relatively large amount of learning on the part of users. When such products are successful, they create new markets and new consumption patterns that literally represent a break with the past; they are sometimes called discontinuous innovations. 

An intermediate category of newness is less disruptive and requires less learning on the part of consumers; such products are called dynamically continuous innovations. Products that embody this level of innovation share certain features with earlier generations while incorporating new features that offer value such as a substantial improvement in performance or greater convenience. 
Most new products fall into a third category, continuous innovation. Such products are typically “new and improved” versions of existing ones and require less R&D expenditure to develop than dynamically continuous innovations.  Continuous innovations cause minimal disruptions of existing consumption patterns and require the lease amount of learning on the part of buyers. 
Consumer packaged goods companies and food marketers rely heavily on continuous innovation when rolling out new products. These often take the form of line extensions such as new sizes, flavors, and low-fat versions (see Table 10-4). 
New-Product Development

A major driver for the development of global products is the cost of product R&D.  As competition intensifies, companies discover they can reduce the cost of R&D for a product by developing a global product design.  Often the goal of new product development is to create a single platform, or core product design element or component that can be quickly and cheaply adapted to various country markets. 

Even automobiles are now are being designed with global markets in mind.  The Ford Focus and GM’s minivan are two recent examples. 

Durability and quality are important product characteristics that must be appropriate for the proposed market. 
The International New Product Department

As noted previously, a high volume of information flow is required to scan adequately for new product opportunities, and considerable effort is subsequently required to screen these opportunities to identify candidates for product development. The best organizational design for addressing these requirements is a new-product department. Managers in such a department engage in several activities. First, they ensure that all relevant information sources are continuously tapped for new-product ideas. Second, they screen these ideas to identify candidates for investigation. Third, they investigate and analyze selected new-product ideas. Finally, they ensure that the organization commits resources to the most likely new-product candidates and is continuously involved in an orderly program of new-product introduction and development on a worldwide basis.

With the enormous number of possible new products, most companies establish screening grids in order to focus on those ideas that are most appropriate for investigation. The following questions are relevant to this task: 
1. How big is the market for this product at various prices? 

2. What are the likely competitive moves in response to our activity with this product? 

3. Can we market the product through our existing structure? If not, what changes will be required, and what costs will be incurred to make the changes? 

4. Given estimates of potential demand for this product at specified prices with estimated levels of competition, can we source the product at a cost that will yield an adequate profit? 

5. Does this product fit our strategic development plan? (a) Is the product consistent with our overall goals and objectives? (b) Is the product consistent with our available resources? (c) Is the product consistent with our management structure? (d) Does the product have adequate global potential?
Testing New Products 


   The major lesson of new-product introduction outside the home market has been that whenever a product interacts with human, mechanical, or chemical elements, there is the potential for a surprising and unexpected incompatibility. 

   Because virtually every product matches this description, it is important to test a product under actual market conditions before proceeding with full-scale introduction. A test does not necessarily involve a full scale test-marketing effort. It may be simply observing the actual use of the product in the target market.

Failure to assess actual use conditions can lead to big surprises.
