
Topic 5

Technology, change and 
contemporary 
environmental variables
in international marketing

Presenter
Presentation Notes
This topic explores the Technology factors for the PESTLE analysis, as well as a range of contemporary issues that will affect choice of markets, strategy development and implementation of international marketing.Environmental variables such as health, pollution and conservation, and terrorism are playing an increasing role and provide both opportunities and restrictions for international marketers. A hotly contested political and public debate has yet to be resolved, regarding whether anything should be done about global warming, and what could be cost-effectively done to reduce or reverse future warming, or to deal with the expected consequences. Most national governments have signed and ratified the Kyoto Protocol aimed at combating global warming. (See the list of Kyoto Protocol signatories at unfccc.int/kyoto_protocol/status_of_ratification/items/2613.php). These issues are also influencing exporters’ attitudes to travel and to the overseas countries targeted as market growth opportunities. Ethics remain a challenge for international marketers as they interact with a variety of cultures with different religions, beliefs and value structures. 



Learning Objectives 

• Identify the key elements and drivers underlying the information 
technology revolution

• Explain how firms are capitalising on the information and 
technology environment to expand internationally

• Evaluate the significance of the international diffusion of 
innovation processes and the role of end-users

• Identify the key elements necessary to develop a successful 
international digital marketing plan

• Demonstrate the opportunities and constraints created by 
increasing global technological development

Presenter
Presentation Notes
By the end of this topic you should be able to:



Learning objectives (cont.)

• Explain the impact of terrorism on the conduct of international 
marketing

• Identify how health-related issues can affect operations in an 
international market

• Identify ways in which climate and geography affect consumers in 
other countries

• Manage the ethical dilemmas that confront international 
marketers, especially in emerging markets

• Explain the opportunities and constraints created by increasing 
global environmental consciousness



Introduction

• Most dramatic force transforming the international environment
• Provides for new markets and opportunities
• Development of a wide range of new technologies
• Increase in international trade in technology-related products and 

services
• Improved communication and better access to communication
• Reduced costs of doing business

Presenter
Presentation Notes
Note the emerging role of technology as a key driver of business  in international marketing which creates opportunities for entry to new markets and challenges traditional forms of business. A key point to illustrate is the dynamic and evolving nature of technology.Technology is still the most dramatic force transforming the international market. Technology, together with security risks, has reduced the need for businesspeople to travel internationally as much can be done electronically.Governments are offering assistance and incentives to set up ‘science parks’. The paradigm shift caused by the information age and the convergence of industries using digital technologies has enabled international marketing to penetrate worldwide markets faster. The broadband infrastructure has transformed all parts of society as it helps create, develop, move and deliver goods and services in ways not previously possible.One of the biggest business drivers for international marketing still remains technology, which creates opportunities for entry to new markets. A range of new technologies affecting communication, health, security and manufacturing will have an impact on international marketing in the decade ahead.Technology includes information technology, but also infrastructure, biotech and many more elements of the built environment.As technology evolves, it poses a threat to traditional ways of doing things, as for example email has severely affected postal services.



Technology issues and opportunities for 
international marketers

• Supporting infrastructure required includes:
• Access to reliable electricity supplies
• Availability of maintenance and repair facilities 
• Skills and knowledge

• Creates Opportunities
• New markets in international domain
• Assists small to medium-sized enterprises
• Reduces impact of national boundaries



Techno-economic paradigms 

Six economic business cycles since the industrial 
revolution (+1 prediction)

Typical cycle 60-70 years including 10 years overlap with 
alternative paradigms at the emergent and declining 
phases

Presenter
Presentation Notes
Freeman and Perez (1988) identify five cycles designated as the ‘techno-economic paradigms’.  These are waves or stages in development of technology.In addition to these we have identified a sixth paradigm. These are explored further on the next slides. 



Techno-economic paradigms (cont.) 

• Early mechanisation (1770s – 1840s)

• Steam power and railway (1830s – 1890s)

• Electrical and heavy engineering (1880s – 1940s)

• Fordist mass production (1930s – 1990s)

• Information and communication (1980s – 2015?)

• Information omnipresence (2010 – 2035)

• Information and omnipresence (1980s – 2035)

Presenter
Presentation Notes
These stages align with economic business cycles built on the associated key technologies and infrastructure developments.



Techno-economic paradigms (cont.) 

Presenter
Presentation Notes
This figure indicates key developments in each stage or cycle, which provided the basis for a new surge in development. This model was developed from a Western European perspective, and these changes are often still occurring in the developing markets such as India and Russia. However, they do not necessarily follow the same time frames for change, with adoption of information and communication technologies often co-existing with the rise of mass production or even earlier stages.



Techno-economic paradigm shift impacts

• Diffusion of key technologies through these stages transformed 
international markets at the macro and company levels

• Emergence of new industries based on the key technologies and 
resources

• Effective solutions to the limitations of previous techno-economic 
paradigms

• New infrastructure both on national and international levels

Presenter
Presentation Notes
Freeman and Perez contend that the diffusion of key technology results in the following outcomes:the emergence of new industries based on the key technologies and resourceseffective solutions to the limitations of previous techno-economic paradigmsnew infrastructure both at the national and international levelscountries gaining technological and economic leadership positions from the application of key technologies and resources associated with the new paradigmsignificant changes in spatial distribution and distance between associated production factors (including land, labour and capital sources) and market locations (marketplace and customers)shifts in population density and urbanisationradical changes in organisational forms associated with firms in new industriesnew approaches to national and international regulationnew training and education systemsnew services linked to the techno-economic packagenew innovative entrepreneurs.



Techno-economic paradigm shift impacts (cont.)

• Countries gaining technological and economic leadership 
positions from the application of key technologies and resources

• Significant changes in spatial distribution and distance between 
associated production factors

• Shifts in population density and urbanisation

• Radical changes in organisational forms associated with firms in 
new industries



Techno-economic paradigm shift impacts (cont.)

• New approaches to national and international regulations

• New training and education systems new services linked to the 
techno-economic paradigm

• New innovative entrepreneurs



Fifth techno-economic paradigm

Driven by microprocessor

Two phases of new infrastructure development:

• A number of ‘carrier branches’ - computer systems, 
operating systems and software, telecommunications 
equipment, satellites, electronic networks, robotics etc.

• ‘Carrier branch’ industries converging into a new 
information-based infrastructure capable of providing data, 
text, sound and image

Presenter
Presentation Notes
The current fifth techno-economic paradigm is driven by the microprocessor and can be divided into two phases. In the first phase, carrier branches based on the microprocessor have emerged and include:computer systemscomputer operating systems and softwaretelecommunications equipment and optical fibressatellitesconsumer and professional electronicsrobotics, flexible manufacturing systemselectronic networksinformation content providersinformation technology services.In the second phase, all the ‘carrier branch’ industries are converging into a new information-based infrastructure. The new phone devices providing this capability are described in International Highlight 5.2 Is it a phone? p.157.



Sixth techno-economic paradigm

Information neural networks
• Involves the embedding of :

• microprocessors
• global information linkages

• Depends on:
• dissemination speedily spreading from affluent countries to 

all citizens of the world particularly those in developing 
countries

Presenter
Presentation Notes
The sixth techno-economic paradigm involves the embedding of microprocessors and global information interlinkages and is predicted to last until 2035.It is too early to comment on how this will affect the environment of international marketing but it will have implications due to the increasing connectedness of individuals, businesses and nations.



The information revolution and the internet: 
The global network

Organisations are embracing three key areas of the 
networked enterprise:

1. E-learning: including education, information and 
training

2. E-commerce: providing end to end solutions to 
conduct sales transactions

3. Customer support: enabling the creation of innovative 
support offerings

Presenter
Presentation Notes
Note the emergence  and dominance of the globally networked enterprise model in international marketing.e-learning – is changing the way people around the world provide and receive education, information and training. By eliminating the barriers of distance, e-learning provides accountability, accessibility and opportunity to people and organisations everywhere.e-commerce – software applications streamline processes and deliver enhanced productivity, allowing customers and partners to interact with a business in real time, irrespective of geographic locationcustomer support – innovative support offerings provide customers with responsive information and builds a new standard in business relationships.The explosive growth in electronic networks and commerce has implications for adoption and diffusion, discussed later in this Topic.



The information revolution and the internet: 
The global network (cont.)

Naisbitt’s ‘Mind Set’:
• Strongly integrated global economic and information systems 

but with many small units driving the economy

• Units of common interest formed across borders 

Sheth and Sisodia’s ‘Rule of Three’
• Proposes that three firms, one from each ‘triad’ group will 

dominate global industries

• Triads are the three economic regions of Europe, North 
America and Asia (Japan/Korea/China/India)

Presenter
Presentation Notes
International marketers need to understand how these new technology applications can create international market potential. Some observers believe that the spread of the new information infrastructure will have dramatic impacts on many industries. Naisbitt’s ‘Mind Set’ (2006) points towards strongly integrated global economic and information systems, but with many smaller ‘units’ driving the economy. These units include much smaller geoeconomic states, small to medium enterprises and units formed across borders based on common interests.  At the other end of the spectrum, Sheth and Sisodia (2002) have proposed ‘The Rule of Three’. That is, three firms, one from each ‘Triad’ group (Europe, North America and Japan), will dominate in many global industries. With changes since this theory was proposed, Japan should be read as Japan, China, South Korea and India. Global analysis on these unidimensional spectrums is short sighted. Firms need to focus on the multidimensional requirements of the world’s markets as influenced by new technologies. Such a focus requires lateral thinking.



The new information infrastructure

• The world is much more interconnected due to the 
new information infrastructure

• Businesses have access to high quality broadband 
through
• Optical fibre
• Microwave systems
• Satellites

• E-commerce allows business to stay open for trading 
24/7

• The Internet of Things 

Presenter
Presentation Notes
Many of the early barriers to the development of the information infrastructure around the world are disappearing. Now, both individuals and businesses have high-quality access to the internet in many countries and this is constantly growing. See www.internetworldstats.com for data on internet penetration around the world.E-commerce enables buyers to research, order and pay for goods online. It also allows the business to control every part of its supply chain, and enables timely  corrections to marketing implementation.The Internet of Things (IoT) is the current term for the omnipresence of connected devices. This will work for business as well as consumers, enabling connectivity of people, processes and products everywhere, all the time. Click on the image on this slide to go to an explanatory article on IoT.

http://www.wired.com/2014/11/the-internet-of-things-bigger/
http://www.wired.com/2014/11/the-internet-of-things-bigger/


Influences on internet use worldwide

• Political/legal issues
• Economic development
• Sociocultural factors
• Technology

Presenter
Presentation Notes
It is important to assess issues of accessibility of technological platforms in different markets.For an explanation of the political and social issues causing some nations to be labelled Enemies of the Internet, click on the image on this slide.

http://12mars.rsf.org/2014-en/
http://12mars.rsf.org/2014-en/


Implications for international marketing

• Customers and consumers have much quicker and widespread 
access to business intelligence

• Knowledge - the main source of value and power in the modern 
economy

• Differentiation - knowledge and technological intensity of product 
offerings  

• Power of information shifting from producers to consumers

• Greater access to remote and expensive markets

Presenter
Presentation Notes
Firms can access and service markets, through the use of information and communications technologies that were considered too remote or too expensive in the past. They need to become lead users of the technologies.Key is information – consumers have much greater access to information including options other than what their local stores can provide. They can research prices, specifications and user reviews before making a selection. Producers must learn to compete in this information-rich marketplace



International diffusion of innovation

• Diffusion - movement of new products to and within 
overseas markets

• Time lags in diffusion impact on the costs and viability 
of the business

• Diffusion process characterised by production lag-time 
and market lag-time

Presenter
Presentation Notes
The international diffusion of innovation is a key element of the technological environment analysis. This refers to the movement of new products to and within overseas markets so that they are available to customers in those markets. The diffusion process is characterised by:production lag - time which elapses between initial output of a product and the beginning of its production in the foreign marketmarket lag – time which elapses between the initial marketing of a product and its introduction into a specific foreign market.The acceptance or rejection of new products in international markets is key to firms’ entry into foreign markets.



Innovation adoption process stages

1. Awareness: potential adopters are unaware of the 
product

2. Interest: potential adopters are aware the product 
exists but don’t understand how it applies to them 
and their lifestyle

3. Evaluation: potential adopters compare the product 
with existing products that satisfy the same needs 
using key comparative criteria

4. Trial: first use of an innovation

5. Adoption: decision to use the innovation on an 
ongoing basis

Presenter
Presentation Notes
The typical adoption of innovation process follows these stages.



Diffusion of innovation

Diffusion of innovation can be applied both locally and 
internationally.
http://youtu.be/ORcczcDNETU

Heavily affected by culture, product type

Presenter
Presentation Notes
This figure shows the classic sequence of adopter categories from Innovators - 2.5% of a market, Early adopters – 13.5%Early majority - 34%Late majority – 34%Laggards – 16%However, there are numerous factors that may skew the adoption curve into something of a different shape. For example the red line in the figure on this slide is more representative of adoption patterns in China. Research indicates that fewer people want to be the first to adopt an innovation, but once a small but influential group has taken up the change, then everyone wants one at once. This changed pattern affects promotion and distribution in significant ways.

http://youtu.be/ORcczcDNETU


Presenter
Presentation Notes
This figure indicates the adoption patterns of a number of innovations in the United States. More modern products can be seen to have shorter introductory periods than earlier products such as the automobile. This is partly due to the greater pace of change which has set up expectations for new technologies to be developed more quickly.



Influences on adoption decision

• Relative advantage over existing alternatives

• Compatibility with local customs and habits

• Complexity of product 

• Ability to trial the product before committing to it

• Ability to observe product in use

Presenter
Presentation Notes
For a product to be more easily adopted in a new market it should offer the following:relative advantage – over existing alternatives in the marketcompatibility – with local customs and habitscomplexity – the level of difficulty for consumerstrialability – how easily consumers can try out the product firstobservability – the visibility of the product in public.Think about the first smart phone you bought. Did it fulfil these 5 needs?



Lead users

Characteristics
• Have needs that are general in a market but confront them 

much earlier than the rest of the market
• Positioned to gain substantial benefits by obtaining a solution 

to those needs

Advantages of focusing on lead users
• Present needs are likely to become general
• Serve as a need forecasting benchmark for market research
• Provide new product concept and design data when 

addressing needs

Presenter
Presentation Notes
Lead users are a powerful segment that provides an excellent opportunity for marketers, if the group can be identified, profiled and appropriate communication channels located.The advantages of an international marketer focusing on lead users, particularly in foreign markets, are that:the needs of lead users are likely to become general market needs in the futurelead users can serve as a need-forecasting benchmark for market researchthey can provide new product concept and design data to manufacturers that maybe useful for future new product development.



Presenter
Presentation Notes
This is one example of an innovative organisation sourcing lead users to assist in new product development.



Presenter
Presentation Notes
Another example of locating lead users



Consumer behaviour online

• External influences:
• Political and legal restrictions
• Economic development
• Sociocultural elements
• Technology availability

Taobao.com

Presenter
Presentation Notes
The balance of power between buyers and sellers has shifted with increased use of digital tools. Consumers now have greater power in a transaction or relationship because of the information they have available. However, their behaviour will be affected by the PESTLE environment in which they live.



Consumer behaviour online (cont.)

• Internal influences:
• Demographic
• Psychographic
• Behavioural

Presenter
Presentation Notes
There will also be impacts from individual personality and situational factors. For example, some people like to visit a physical shop to look at a product then search online for the best deal.



Barriers to internet consumption

• Costs
• Physical resources
• Psychic resources

• Value
• Fear

Presenter
Presentation Notes
Some individuals are reluctant to go online due to their fears that they will make a mistake, lose face, lose money to scams or otherwise face negative consequences especially in nations where there are restrictions on use of the internet.Some choose not to go online as they don’t see the value in the exercise. They gain value from face to face interactions instead.



Implications of online behaviour for international 
marketing

• Consumers have greater information availability and choice

• Businesses have more competition in delivering perceived value

• Greater need for market research and channel feedback

• Greater focus on acquisition and retention of good customers

• Greater demand for customisation and personalisation

• Reorganisation of business processes to allow flexibility

Presenter
Presentation Notes
Whilst there are similarities in how consumers behave online and offline, there are some significant differences brought about by the increases in information technology.



Digital marketing strategies: Overview

• Business to consumer (B2C) marketing
• Business to business (B2B)
• Consumer to consumer (C2C)

• Product
• Pricing
• Promotion
• Distribution
• People
• Process
• Physical evidence

Presenter
Presentation Notes
In the following slides, we will look at some strategies for the marketing mix used in different types of businesses.We suggest using the 7Ps form of mix originally developed for services marketing, partly because of the intangible nature of the interactions.



Business to consumer (B2C) marketing online

• Product
• New class of products e.g., digitised music, e-books
• Intellectual property issues
• Need for extra information to enhance product suitability 

assessment

Presenter
Presentation Notes
A key concern with the internet is how intangibility of the medium affects consumer concerns about product fitness for purpose and quality.



Business to consumer marketing online (cont.)

• Pricing
• Price transparency
• Downward pressure
• Dynamic pricing

• Promotion
• Advertising
• Sales Promotion
• Publicity and public relations
• Personal selling

Presenter
Presentation Notes
Price strategy in the international marketing mix is one element that has been dramatically affected by the use of the internet. As mentioned before, customers can locate numerous suppliers and compare pricing. There may also be dynamic pricing where changes in price occur based on demand levels or other criteria. One example is airline flights which tend to increase in price as departure date nears.Key issues when promoting online include the choice of language, message content and regulatory concerns.



Business to consumer marketing online (cont.)

• Distribution
• Digitised products
• Disintermediation
• Self-service
• Multiple channels/channel conflict

• People
• Build expertise for online tools
• Staff training
• Customer training

Presenter
Presentation Notes
The internet has proved to be both an opportunity and a challenge in terms of distribution. Disintermediation is the increase in purchasing directly from the manufacturer, rather than through a distributor.The people element of the international marketing mix includes the firm’s customers and its employees.



Business to consumer marketing online (cont.)

• Process
• Enterprise resource planning systems
• Customer relationship management systems
• Secure online transactions
• Customer data privacy

• Physical evidence
• Search engine optimisation
• Sophistication and professionalism
• Innovative methods of increasing tangibility and trust

Presenter
Presentation Notes
Customers go online in search of convenience. They do not know or care how things work behind the scenes. However, they are very concerned with convenience of interactions and one way to encourage customers is to make the process of locating, purchasing and receiving their goods as simple as possible.The intangibility of the online world raises issues similar to those faced by services marketers in the real world. Thus, it is important to use all the available tools to increase trust within your customers.



Business to business (B2B) marketing online

• Product
• Global supplier sourcing
• Supplier relationships

• Pricing
• Dynamic pricing
• Faster negotiation
• Pricing innovation

Presenter
Presentation Notes
The product element of the B2B marketing mix has had significant influence since the introduction of online tools.



Business to business marketing online (cont.)

• Promotion
• Advertising
• Sales promotion
• Publicity and public relations
• Personal selling
• Search engine marketing 

• Distribution
• Supply chain management
• Enterprise resource planning
• Customer relationship management

Presenter
Presentation Notes
B2B promotion online encompasses many of the same tools used in B2C promotion.These processes are enabled and indeed required by customers and the new information infrastructure.



Consumer to consumer (C2C) marketing online

• Increase in consumer-generated content

• Firms can also determine consumer trends

• Explore response to competitor offerings

• Discover potential or actual problems

Presenter
Presentation Notes
The power of consumers in the marketplace is growing as they are able to access information and products globally online, increasing competition for local producers.



Other online issues

• Market research online

• Integrating online and offline strategies

Presenter
Presentation Notes
Market research is more affordable for small business when conducted online, and enables very timely results. However, accuracy and reliability can be affected as it is difficult to ensure that respondents are telling the truth, or just looking for the reward.Integration of online and offline marketing strategies is a crucial success factor, made even more complex by operating in more than one nation. A consistent message with appropriate channels for customer contact in each market must be managed carefully.



The future and technology change

• Cybermediaries

• Cloud computing

• Cyberterrorism

• Consumerism

Presenter
Presentation Notes
The only constant with technology in the international marketplace is the pace of change.Cybermediaries – purely online aggregators and distributors. Includes eBay, webjet.com, and numerous B2B organisations such as Alibaba.Cloud computing – many organisations now use software as service, meaning that they only rent it rather than purchasing, and it can be accessed from anywhere in the globe. They also use cloud storage for data among other applications.Cyberterrorism – there is a real need for high security on all digitised information and channels to increase customer trust and protect the organisation’s assets.Consumerism – the growing power of consumers, sometimes aided by government organisations (e.g. ACCC) to protect themselves from deceptive or unscrupulous organisations. This is explored further in a later slide.



CONTEMPORARY
ENVIRONMENTAL VARIABLES IN
INTERNATIONAL MARKETING



Introduction

• Risk is a key contemporary international marketing variable

• Other contemporary variables in international marketing are 
linked to corporate social responsibility (CSR)

• Provides a basis for a pro-active approach to making profits

Presenter
Presentation Notes
Note the point that the risk inherent in many contemporary variables in the international marketing environment requires that international marketing managers make allowance in their international planning for the potential challenges that can ensue from these unforeseen contingencies.



Contemporary international environment: 
Overview

• Risk

• World economy

• Corporate Social 
Responsibility

• Ethics

• Environmentalism

• Terrorism

• Health related issues

• Consumerism

• Infrastructure 
endowment

• Population trends

Presenter
Presentation Notes
This next section explores a number of issues that affect the international marketing environment. Their impact will differ between nations and over time.The first of these is Risk A number of risk factors need to considered:economic risk – the likelihood that a change in a nation’s economic circumstances will cause major changes in the business environment in that country. Recent events in Greece are an example.market risk – the likelihood of unanticipated movements in prices, exchange rates and interest rates in a country which affect profitability of marketing in that nationpolitical risk – changes in the political scene that cause major changes in a nation’s business environment – recent political upheaval in Egypt will have an effect on the attractiveness of that marketlegal risk – the likelihood of unfavourable outcomes due to legal uncertainties. This might be due to practices that are legal in that nation, but not in the home market, such as expropriation.technology risk – when existing technologies used by a firm become obsolete or when sophisticated tech used by a company is inappropriate for a particular market because of affordability or lack of necessary infrastructure.



Contemporary international environment: 
Economic issues

Interconnectedness
• Discussed Week 3

www.oanda.com/currency/historical-rates/

Presenter
Presentation Notes
In Topic 3 we talked about the interconnected nature of the world economy and its potential impact on the international marketing environment.www.oanda.com/currency/historical-rates



Core CSR values

• Monitoring human rights violations

• Allowing trade union participation

• Eliminating child labour

• Avoiding workplace discrimination

• Protecting the environment

• Eliminating corruption

Presenter
Presentation Notes
What is CSR? CSR is generally understood as being the way through which a company achieves a balance of economic, environmental and social imperatives (“Triple-Bottom-Line- Approach”), while at the same time addressing the expectations of shareholders and stakeholders. Click on the image in this slide to see a more detailed explanation.CSR is now an imperative for business anywhere

http://www.unido.org/en/what-we-do/trade/csr/what-is-csr.html
http://www.unido.org/en/what-we-do/trade/csr/what-is-csr.html


Contemporary international environment: 
Ethics

Ethical and corporate responsibility and satisfying 
customers needs and wants
• Advertising and misrepresentation

• Personal selling and bribery

• Different acceptable criteria may apply in different countries

Ethical misbehaviour can take many forms
• Bribery, child labour, intellectual piracy, coercion, conflict of 

interest, abuse of safety standards etc.

World bodies and regional groups monitoring ethics

Presenter
Presentation Notes
A topic that is frequently mentioned but just as frequently misunderstood is business ethics. Indeed, many people believe that ‘ethics’ and ‘business’ cannot coexist.If one was to be purely ethical, it could be that you would never make a profit, and thus not stay in business very long.Elements of business where ethics is often discussed include:Advertising – is persuasion via promotion unethical? Do marketers manipulate people to believe they need certain products?Personal selling – particularly when a project is very large, complex and potentially profitable, there is the possibility that an organisation may provide a bribe to secure the business for themselvesEthics are culturally based assumptions of what is right and what is wrong. What is considered unethical in one country may be ethical in another. attempts by world bodies such as the WTO and regional bodies such as NAFTA, the EU and ASEAN to impose ethical standards on their members have encountered difficulties because of different ethical practices by some members.



Contemporary international environment: 
Ethics (cont.)

Ethics can be viewed as culturally based assumptions of 
what is right and wrong

• Relativist perspective: determined by host culture

• Utilitarian perspective: that which delivers the 
greatest benefit to the greatest number of people

• Universalistic perspective: universal set of ethical 
behaviour

Presenter
Presentation Notes
There are three different perspectives of ethics:relativist perspective – what is ethical is determined by the host country, i.e. how we do it at home is the ‘right’ wayutilitarian perspective – what is ethical is that which delivers the greatest benefit to the greatest number of peopleuniversalist perspective – there is a universal set of acceptable ethical behaviours that should be applied to business wherever it occurs.The universalist perspective has influenced the development of international laws surrounding certain issues on which most nations in the world can agree, such as slavery.



Ethics (cont.)

• Ethical issues impacting on international marketing 
are to be found in:
• Workplace conditions and employment practices
• Environmental pollution issues
• Corruption and abuse of power
• Product quality and safety issues
• Tax evasion or avoidance

Presenter
Presentation Notes
These are some of the more prominent ethical issues that must be managed in international marketing.Situations can arise where practices are accepted in a particular society, while they remain unacceptable to many others. Organisations must be aware of these issues and have plans in place to manage their involvement. Even if something is appropriate or acceptable in one nation, public opinion among customers and other stakeholders may hold the organisation accountable by home country standards.



Ethics (cont.)

• Ethical issues impacting on international marketing are to be 
found in:
• Deceptive advertising
• Gift giving
• Predatory pricing
• Food and drug standards breaching
• Human rights abuses

Presenter
Presentation Notes
As mentioned on the previous slide, some customs may be normal in one country, but cause for legal concern or social disapproval in others.



The Corruption Perceptions Index ranks countries 
and territories based on how corrupt their public 
sector is perceived to be.

Corruption Perceptions Index 2014

Presenter
Presentation Notes
An excellent resource for assessing risk based on public sector corruption was developed by Transparency International. http://www.transparency.org/research/cpi/overviewNote: Australia has dropped from 7th position in 2012. What do you think created this change?



Contemporary international environment: 
Ethics (cont.)

Reasons for variations between countries:
• Popular attachments to government - respect for government
• Popular customs - gift giving
• Level of economic development - intensifies role of 

government
• Relative size of the public sector - provides greater/lesser 

control
• Low income for public servants - unwritten conventions 
• Obscure political and legal environment - poorly defined 

property rights, investment procedures etc.
• High level of government control and state ownership -

appropriation of legal rights

Presenter
Presentation Notes
The challenge for the international marketer when dealing with the ethical issues stems from the fact that ethical behaviours differ on a country-by-country basis. Reasons for this include:popular attachments to governments – if people respect the government, they are less likely to break its laws for personal gain. popular customs – gift giving may be the norm in business, but other nations may see it as briberylevel of economic development – as economies develop, the size and attractiveness of government contracts increases, as does the potential for bribery to secure those contractsrelative size of the public sector – as it grows and intervenes more in public life, the rules increase and thus comes new opportunities to break themlow income for public servants – often seen as a justification for accepting bribes to supplement one’s incomeobscure political and legal environments – poorly defined laws, accounting standards or investment procedures provide an environment for questionable practiceshigh level of government control and state ownership – this enables politicians and bureaucrats to use their positions for personal enrichment.



Ethics (cont.)

• Global ethical standards are likely to improve due to:
• Popular attachments to government - respect for government
• High levels of transparency
• Extension of democracy
• Media internationalisation
• Growing middle class

Presenter
Presentation Notes
While the growing body of international law indicates a trend toward more consistency in ethical practices, there will still be certain differences between countries on accepted practices.In emerging markets this is particularly evident, as regulation is still evolving to match economic development.While corruption is a major ethical issue, it is not the only form of which International marketers need to be aware.Firms also need to think about the ethical nature of exploiting regulations such as low labour standards, patchy environmental standards or lack of enforcement of safety standards.



Ethics (cont.)

• Emerging areas of concern in ethics include:
• Outsourcing and unfair labour practices
• Firms taking advantage of different rules and standards
• Absence of rules or standards
• Lack of enforcement mechanisms

Presenter
Presentation Notes
Western firms are often accused of turning a blind eye to unethical behaviour of their offshore partners. Instructors could highlight the Bangladeshi garment industry and aftermath of the fire that destroyed factories and resulted in loss of life.The image shows the Rana Plaza garment factory collapse in Bangladesh in April 2013



Contemporary international environment: 
Environmentalism

• Impacts of global warming, acid rain, deforestation, 
mining etc.

• Green consumer movement large in Europe

• Provides an opportunity for niche market solutions 

Presenter
Presentation Notes
The impacts of pollution, acid rain, global warming, deforestation, mining and urban infringement are being reported globally by TV networks and online thus increasing consumer awareness. This trend to greater concern for the environment is increasing, particularly in developed nations. One reason for this is that a household’s basic needs (Maslow’s physiological and safety needs) are fulfilled, middle level needs are also mostly met, and there is room to think about the greater needs of the community, nation and world. In developing nations the focus is still on meeting those basic needs and little focus can be spared to think about the future impact of environmental decisions.



Environmentalism (cont.)

• Concern for environmental issues is increasing due to:
• Greater public awareness
• Increased national and local government regulations
• Increased global advocacy
• Greater MNE awareness and participation in environmentalism 

projects



Contemporary international environment: 
Environmentalism

Environmentalism: threat or opportunity?

Threat
• Must be addressed directly by the firm
• Foreign firm will be held accountable
• Adverse publicity and injure reputation 

Opportunity
• Increasing global segment
• Opportunity to create new environmentally friendly 

products
• Change ingredients, packaging, promotion

Presenter
Presentation Notes
The international marketer cannot ignore environmentalism as the foreign firm will be held accountable should something go wrong in an international market. Foreign firms ‘cop the flack’ because:they tend to operate in pollution-prone or hazard-prone sectorsthey have transferred environmentally sensitive activities to countries that impose the least costly restrictionsthey have dumped unproven or outdated products in developing marketsthey have operated plants in other countries where safety standards and employment conditions are substantially inferior to that of the home country.Environmentalism also offers an opportunity as there is an increasing global segment that values the environment. These consumers are more likely to:sacrifice general comfort for environmental gaintake the environmental crisis seriouslybelieve the task of saving the environment rests with individuals not just governmentspay more for ‘green’ productsspend more time locating ‘green’ products.



Contemporary international environment: 
Environmentalism

Environmentalism: consumer perspective
• Environmentally conscious consumers are likely to:

• Sacrifice general comfort 
• Pay more for green products
• Spend more time locating ‘green’ products

Presenter
Presentation Notes
Howard (1998) suggested five reasons for the increase in consumer awareness. These are:greater public awareness following publicity given to environmental disastersincreased national and local government regulations and actions likely to affect the environmentgreater awareness on the part of multinational enterprise (MNE) stakeholders of actions by such firms impacting on the environmentincreased awareness by MNEs that environmental actions will impact on their being perceived as good corporate citizens in the countries in which they operatealmost every major international conference becoming a target for protest by environmental activists, as happened at the G20 summit held in April 2009.



Presenter
Presentation Notes
Green products can be extremely profitable



Types of environmental strategies

Presenter
Presentation Notes
This figure shows different environmental strategies for the international marketer. The horizontal axis represents providing value to those customers concerned with environmental issues. The vertical axis represents the willingness of the firm to make changes to accommodate those concerns.



Geography and climate

Climate is the antecedent of cultural and genetic 
differences

Impact on range of products including food, beverage, 
clothing and shelter preferences

Cultural impacts:
• Attitudes towards punctuality
• Space dimension
• Innovation 
• Friendship patterns

Presenter
Presentation Notes
Climate is an antecedent of cultural and genetic differences. As a consequence, trade patterns have historically flowed from colder to warmer climates. Patterns of economic integration also tend to reflect this trend as evidenced by recent accessions to the EU.Patterns of behaviour, consumption of clothing and products which provide shelter, business practices and friendships are all influenced by climate.For example, colder climate food tends towards meat, breads and root crops such as potatoes, while warmer climates use less meat and far more vegetables. Partly this is due to how long a growing season is available, and how long food can last once prepared.Historically, climate has affected the development of cultural elements:Punctuality – colder climate cultures tend to greater concern for time, partly as they historically had less daylight, less growing season and thus less productive time outside.Space dimension – colder climate people are more territorial as productive land was historically scarce, thus have a greater personal space.Innovation – colder climates had fewer resources, thus innovation that increases productivity is welcomed.Friendship – colder climate value friendships less due to scarce resources, thus there is a greater reliance on laws and contracts.



Terrorism
Primary impacts 

• frontline industries: airlines and tourism 
Secondary impacts 

• insurance rates, transport charges, security 
expenditures and investments

Response-generated impacts 
• redirected government expenditure

Longer-term impacts 
• increase in the overall level of instability and 

uncertainty
Increase in cyberterrorism
Impacts hardest on developing economies

Presenter
Presentation Notes
Terrorism as a negative impact on the outlook and attitudes of people around the world and contributes to fluctuations in the world economy. The impacts of terrorism can be categorised as:primary impacts – those most likely to be on ‘frontline’ industries such as airlines and tourismsecondary impacts – these will be felt in increased insurance rates, transport changes, security expenditures and investmentresponse-generated impacts – these will be reflected in government spending, defence spending, and slowdown in implementing reforms, reduction in growth rates, oil prices and migrationlonger-term impacts – these will cause an increase in the overall level of instability and uncertainty, slowdown in the pace of globalisation, increased levels of personal security and the formation of geopolitical alliances. The Department of Foreign Affairs and Trade (2003) categorises the economic cost of terrorism as follows:it is a major threat to regional economic prospects due to the greater costs imposed by terrorismit creates uncertainty, reduces confidence, increases risks, and hence insurance costs, reduces investment flows and disrupts international tradedue to their greater dependence on trade and capital inflows, it impacts hardest on developing countries



Terrorism (cont.)

• Economic costs of terrorism include:
• Threat to regional economic prospects
• Creates uncertainty 
• Reduces confidence 
• Increases risks 
• Disrupts international trade 
• Reduces investment flows

Presenter
Presentation Notes
However, for certain industries terrorism can be good business,defense equipment, security consultancy services etc.



Health related issues

Two categories
• Animal-related – bird flu, mad-cow

• Human-related – HIV, SARS

International marketing impacts
• Consumer preoccupation with health driving growth in 

demand for organic goods

• International labelling regulations

Presenter
Presentation Notes
Various global health crises such as SARS epidemic have resulted in health issues receiving increased attention during the last two decades.Health related issues fall into two broad categories:animal-related – e.g. mad cow disease, known as bovine spongiform encephalopathy (BSE) when referring to the cow or Creutzfeldt-Jakob Disease (CJD) in its human manifestationhuman-related – e.g. AIDS, malnutrition in underdeveloped countries and ageing. SARS (severe acute respiratory syndrome)  The impacts on the international marketer of these health-related issues include consumers demanding organic and healthy foods and more information being provided about the content of food on labels. Barcoding of foods and changes to the supply chain management with systems such as the paddock to plate system will impact on marketers.



Consumerism

• The organised movement of citizens to improve the 
rights and power of buyers in relation to sellers

• Strong in many developed countries

• Influences regulatory regimes e.g. product labelling 
and warnings

• Increasing with the use of social media on the web

Presenter
Presentation Notes
This is an organised movement of citizens, particularly in many developed countries. In Australia, the Australian Consumers Association tests thousands of products and publish their results in Choice magazine.Consumer rights are very varied between countries and marketers must investigate what impact the local regulations and customs will have on their international marketing plans. This may be as simple as placing warnings on labels, but may also include the need for support hotlines, and the possibility of legal actions. 



Infrastructure endowment

• Availability of adequate infrastructure impacts on
• Cost of servicing an overseas market 
• Feasibility of carrying out activities in the market
• Feasibility of different forms of market entry

• Availability and adequacy of inputs influences what 
can be sold and the cost of operating in a market

• Also influences communication ability and cost

Presenter
Presentation Notes
The availability of an adequate infrastructure will have an impact on:the costs of servicing overseas markets – how will your products get to the market, within the market, to the end user? Do you need to provide your own transport for products? This can affect the cost of distribution.the feasibility of carrying out activities - What about promotion activities – can you use mass communication channels like TV or internet? Or are billboards more appropriate?Feasibility of forms of market entry – is franchising possible with current knowledge, skills and infrastructure in the market or is it better to set up a wholly owned business, supplying your own infrastructure to perform market activities?



Population trends

Trends in population most likely to impact on 
international marketing these include:

• A growing imbalance  of population between developed and 
developing world

• A global shift in direction of human migration

• The movement of population from the country to the city

Presenter
Presentation Notes
When targeting overseas markets there is a need to take into account:the imbalance between numbers of people living in the developed world compared to the developing world – is it better to sell one small, low profit item to every person in a large, developing nation or fewer, large and more expensive items to smaller markets in the developed world? Developing markets are often longer-term options with greater potential for growth, while developed nations often have a smaller market that is ready for our product right now, but may grow saturated quickly.global shifts in the pattern of migration – traditionally migration was from East to West (i.e. from Europe to North America), now it is more from developing nations to developed. In addition, the numbers of migrants are growing every year.the movement of populations to urban areas – for the first time in history there are more people living in towns and cities than in the countryside. This means demand for different products by the majority of the world’s population. 



www.phac-aspc.gc.ca

Presenter
Presentation Notes
When targeting overseas markets there is a need to take into account:the imbalance between numbers of people living in the developed world compared to the developing worldglobal shifts in the pattern of migrationthe movement of populations to urban areas.



Next Week

Lecture: International Market Research 

Readings:
• Chapter 7 Fletcher & Crawford 2013
• See Interact
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