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“South Koreans alone have: captured roughly 25% o

INTERNATIONAL MARKETING SPOTLIGHT

Abumpyride -
Michelin’s roly-poly Bibendum, Goodyear’s winged

boot, Firestone’s gothic script, and Pirelli’s bizarre, -
loopy “p”: Few consumer industries ¢an boast such:
a wealth of classic trademarks. In North America, .

which makes up about 40% of the world tire market,
wholesalers and retailers have been able to develop

their own budget brands. In Europe, which accounts
for about one-third of world sales, the advent of

budget tires in the 1980s came as a shock to the
established companies. .

The main tiremakers in Europe had been pur--
suing a risky pricing policy. For decades, the indus-- "

try had been convinced. that it was worth making .
losses on tires sold direct to carmakers in order to -

guarantee profits in the retail market: Drivers tend
to replace their tires with an identical set from the _ 1 _
same maker. Tire-companies therefore compensated. ©* markets instead: Its  brands' now resemble a port-
+ folio; with. Continental and: Uniroyal reserved for:
the ‘top end, from which managers pick a tire. suit-
able for each segment of their market. . -

for larger losses on tires sold to.carmakers by raising -

their margins on retail sales..

At the end of the 1980s Europe began to be tar-

geted by obscure tiremakers from east Asia, such as’
Kumho and Hankook of South Korea; and by eastern
European firms. Their tires often sold for: less. than'

half the price of a premium brand. In Britain, th

the market; in Germany, the South Korean share is

abotit 10%. Because fixed costs in the tire industry

‘are high, and. the largest. firms ' had  too 'muc

<capacity, prices fell by more than 5-10% a year at the.

end of the 1980s. That hurt still more after rubbe

prices began: rising in- 994 Profits . shriveled ‘or-

dissppeared. - _
" Not until the middle of the 1990s did the

try start recovering. Tiremakers have overhauled
their business by, redefining_ their strategic posi
; ‘management . systems,

“tions, ' revamping their management: sy
‘jmproving productivity, and adapting their market

ing mix; For example, Italian Pirelli, present in
and Latin America, decided at the start of

Europe

" under 20% of the market, cannot afford to concen-

- range of mid-priced tires in 1994. In 1995 it signed -
. a pact with Germany’s Continental, part of which.

""" Continental, which -had:no fewer. than' nine -

“ another: important . remedy;.In /1990, only 1% of

indus-;

1993 to concentrate on the world market for luxury
and speed. The firm has. worked hard since to
become the supplier of tires fitted in the factory on
BMWs, Porsches, and most fancy cars. The world’s :
three biggest tiremakers, each of which have a little

trate all their sales up-market. Instead, they have:

" developed second- and even third-tier brands.

Michelin, for example, introduced ‘its “Classic”

budget tire.. "

was an agreement . to "introduce - Michelin’s first

brands in Europe, used to manage each brand sepa--
rately. In 1994; the firm decided to organize itself by -

3 - B .

~I'Cost “cutting and increasing’ | oductivity - was

Continental’s “tires. were made ‘in ‘Portugal - and
Slovakia, where labor costs are low. In 1996 that fig
ure had increased to 25%. In the same period, sale
per employee had increased by more than one-third
Between. 1994 and 11996 ‘Michelin decreased, its.
stocks as a proportion of sales by 25%. The com
pany’s strict hierarchy was replaced by 21 decentral-
ized business units, nine  of them ‘managing:
products and’ the rest: providing. services for the.

‘Source: Adapted from ‘Tyres .1
conomist, 17 February, 1996, pp. 59f..




International husiness plan

The description of the international marketing decision process given in preced-
ing chapters has illustrated the high complexity and interrelatedness of marketing
analyses, decisions, and actions in an international business environment (Figure
17.1). In addition to marketing-specific considerations, an internationally operat-
ing firm needs to manage its financial and human resources as well as its produc-
tion operations in a coordinated way to achieve its major objectives. The most
important tool for the coordination of analyses, decisions, and actions is the
development of an international business plan,
The business plan of a company presents:

» mission and philosophy driving the firm
: a complete analysis of the business
s objectives
» markets in which the company operates
+ competition against which it must establish or sustain its strategic
position
. problems that must be overcome in order for the objectives to be reached.
The business plan also contains decisions made by managers on different
levels of organizational hierarchy and activities planned to resolve any problems
detected. It answers the questions why, what, how, when, where, and whom for
each action during the planning period. As such, the business plan is a compre-
hensive operating manual that management will use to navigate their way to their

objectives.
This chapter discusses:

» contribution of marketing to the development of an international business
plan

» establishment of an international marketing strategy

» development of an international marketing plan

» potential audiences and structure

» planning procedure necessary for successful implementation.

Hisrarchical levels of business nlan devalopment

orporate policy

At the corporate level, the basic task in developing an international business plan
is to define or revise the corporate policy and to formalize it in a written state-
ment., As discussed in Chapter 2, a corporate policy statement includes informa-
tion about the company’s mission and business philosophy. The mission states
the rationale behind the organization’s existence. The business philosophy
guides the manner in which relationships inside the company and with business
partners as well as other stakeholders are managed (Figure 17.2).

In general, the people dominating an organization define its corporate policy
statement. Those dominant people may be the owners or top managers of
the firm, but the dominant group may also contain representatives of other
important stakeholders, such as investors, creditors, or the labor force. Managers
of lower hierarchical levels may be invited to participate in the corporate policy
development process in order to generate their commitment for its content.

E"I

Lore siratagy
Based on the corporate policy, a core strategy of the organization needs to be estab-
lished that defines the scope, shape, and structure of the firm. The formulation
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FIGURE 17.1 International marketing decision process
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Corporate policy {Ch. 1)
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- Success factors
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G!oba] core strategy
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of a core strategy requires careful assessment of the attractiveness of potential
markets (discussed in Chapter 2), as well as of the firm’s distinctive capabilities
and resulting potential competitive advantages (discussed in Chapter 6). The
core strategy determines:

company objectives and their priorities
portfolio of product and country markets to be served (see Chapter 8}
rules of behavior to be followed in serving those markets (Chapter 9)
international allocation of resources available to the firm (Chapter 10).

If the portfolio of the internationally operating company contains more than

one clearly defined product market, the next step in developing an international
business plan may be to formulate business unit strategies.

Anginess anitsirategy

A business unit strategy focuses on the achievement and maintenance of a stra-
tegic position in a specific product market. It is basically developed in the
same manner as the firm’s core strategy. But its development is the responsibility

FIGURE 17.2 From corporate policy to marketing plan

] The work on an internaticnal business plan starts with the development of a corporate
Corporate policy policy. Core strategy and business unit strategy are the bases for developing a
— Mission marketing strategy, which, in turn, lays the ground for the marketing pian.
— Philosophy

A

Core strategy

— Objectives

— Portfolio strategy

— Rules of business behavior
- Resource allocation

Business unit strategy

3

Marketing strategy

— Product policy

- Distribution policy

— Market cornmunication policy
- Pricing pelicy

3

Marketing plan
— Objectives
- Activities

— Budgets
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of managers leading the individual business unit; and the decisions taken
are based on a more detailed analysis of customers, competitors, and other
important stakeholders as well as the business unit’s resources and skills for
competing in specific market segments. Smaller companies or firms that focus on
an international market niche may not need to distinguish between different
business units. In such case, management may go directly from the formulation
of their organization’s core strategy to the definition of the marketing strategy.

Marketing strategy

The marketing strategy serves the purpose of implementing the core or a busi-
ness unit strategy. Depending on the size of the firm's business the marketing
strategy is formulated by top management or business unit managers. It contains
the policies, that is the objectives and basic guidelines that have to be respected
by managers who are responsible for specific marketing decisions and actions,
such as advertising, sales, product line management, or distribution. Similar to
all other strategy statements of the firm, the marketing strategy tells those
managers what they are expected to achieve and what courses of action are not
appropriate management. The marketing strategy also defines the allocation of
resources across marketing sub-processes.

Marleting plan

Finally, a marketing plan can be developed on the basis of the marketing strategy.
In an internationally operating firm serving various country markets marketing
plans will be developed for each of those markets. Those plans specify the objec-
tives of local marketing management showing how much the local units are able
to contribute to the achievement of the overall objectives. The various marketing
activities (discussed in Chapters 11-16) needed to reach the local objectives are
presented in detail, and the budgets planned for each of the marketing tools and
actions are given.

Marketing's contributions 1o the business nlan

As the discussion of the international marketing decision process in this book has
shown, marketing orientation, marketing analyses, and marketing techniques
may contribute on all hierarchical levels to the development of a comprehensive
international business plan.

Contrihutions o corporate policy

Marketing-oriented top managers or entrepreneurs will promote marketing
orientation as the basic perspective from which to look at the company’s busi-
ness. Figure 17.3 shows what parts of corporate policy may be influenced by a
marketing orientation, that is by marketing’s benefit, exchange, and systems
perspectives (discussed in Chapter 1).

The corporate mission statement begins by defining the general purpose of
the company — the vision of its founders or top managers. Based on marketing’s
benefit perspective this vision will be formulated in such a way as to express the
central value(s) provided by the company to its customers or to society. For
example, Germany’s DaimlerChrysler has stated that the firm wants to signifi-
cantly contribute to the individual mobility of people all over the world.

The systems perspective of marketing-oriented managers will guide the defin-
ition of the company’s business domain. In addition to the prospective customers
the definition will include all major stakeholders of the firm that need to be satis-
fied to a certain extent in order to provide the organization with the needed
resources. For example, a producer of electronic toys, such as Japan’s Nintendo,
will focus not only on children and their parents as their customers, but they will
also be aware that other stakeholders are important for the company’s long-term
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success. The expectations of electronic component suppliers, toy distributors,
educators, and media as well as the company’s own labor force and its investors
need to be satisfied at least up to a level that makes them refrain from fighting
Nintendo’s interests.

Marketing’s benefit perspective will make sure that the benefits to be provided
to the important stakeholders are defined from the stakeholders’ points of view.
For example, the definition of the Denmark-based manufacturer of plastics
Borealis’s business domain will not only contain a general description of the cus-
tomers they plan to serve, such as the producers of packaging material and auto
parts, but also of those customers’ markets, such as the food industry and the
automotive industry. Benefits to be provided to those stakeholders may read for

FIGURE 17.3 Impact of marketing orientation on corporate policy

Marketing orientation Corporate policy

Corporate mission

Benefit perspective <
Systems perspective <

Exchange perspective » Business philosophy

Vision/purpose
Business domain

Major cbjectives and priorities

Values

Norms

Rules of behavior

Marketing orientation’s benefit,
systems, and exchange
perspectives impact on the
formulation of varicus paris of
corporate policy.
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STRATEGY BOX 17.1

HP Invent — corporate objectives

“It is necessary that people work together in unison
toward common objectives and avoid working at cross
purposes at all levels if the ultimate in efficiency and
achievement is to be obtained.”

Dave Packard

HPs corporate objectives have guided the company in
the conduct of its business since 1957, when first writ-
ten by co-founders Bill Hewlett and Dave Packard.

Customer loyaly

To provide products, services and solutions of the

highest quality and deliver more value to our cus-

tomers that earns their respect and loyalty.
Underlying beliefs supporting this objective:

® OQur continued success is dependent on
increasing the loyalty of our customers. -

@ Listening attentively to customers to truly
understand their needs, then dehvermg

solutions that translate into customer success is

essential to earn customer loyalty

® Competmve total cost of ownershlp, quahty,
inventiveness, and the way we do’ busmess
dnves customer loyalty :

Profit.

growth, create value for our shareholders and pro-

vide the resources we need to acl’ueve our other cor- RS

@ HP's performance starts Wlth motlvated
R __employees their loyalty is key.

':- - '5: :We trust our employees to clo the nght thmg

porate objectives.
Underlymg behefs supportmg thls objectxve-
e Profit is the respon31b111ty of all

e Balance of long-term and short-term ObjeCtIVES
is the key to profitability. SR

® Profit allows us to reinvest in new and emergmg

business opportunities.

® Profit is highly correlated to generating cash
which brings more flexibility to the business at a
lower cost.

© Profit enables the achievement of our corporate
objectives.

Market leadership

To grow by continually providing useful and signifi-
cant products, services and solutions to markets we

' Employee commltment : : L
- To help-HP employees share in the company s suc- -
. cess that they make possible; to provide people with .-
- employment: opportumnes based . .on: performance;..
¢ 1o create with them a safe, exciting and inclusive:.
' ‘work ‘environment that values their diversity and*
_--'recogmzes mdlvxduai contributions;: and to help B
.them gain a sense of satlsfactlon and accomphsh-;.;_.._

To achieve sufﬁcxent proﬁt to ﬁnance our company.._' :
- ment from their work.”

already serve — and to expand into new areas that .
build on our technologles, competenczes and cus- e
tomer interests.

Underlying beliefs supportmg thlS objectlve

® There are more places we can contribute than we
will be capable of contributing: We must focus. -

® To be average in the marketplace is not good
enough, we play to win.

& We must be No. 1 or No. 2 in our chosen fields.

Growth

To view change in the market as an opportunity to
grow; to use our profits-and our ability to develop
and produce innovative products, services and solu-
tions that satisfy emerging customer needs. - *
Underlying beliefs supportmg this objectwe. .

® Growth comes from taking smart risks, based on
the state of the industry ~ that requires both a
conviction in studying the trends, but also in.
inducing change in our industry.” B

® Our size (and d1versny of busmesses) glves us i

ability to weather economic cycles and turn
thern to our favor T R

Underlymg beliefs suppomng thiS ObJECHVE.-

. and to make a difference, -

e Everyone has something to contnbute It s not

about title, level, or tenure.

.- ® An excmng, stlmuiatmg work enwronment 1s

critical to invention. L _

® A diverse workforce gives us a competitive
advantage.

¢ Employees are responsible for lifelong learning.

Leadership capability

To develop leaders at every level who are account-
able for achieving business results and exemplifying
our values.




Global citizenship

Good citizenship is good business. We live up to our i
responsibility to society by being an economic, intel- :
lectual and social asset to each country and commu-
nity in which we do business.

Underlying beliefs supporting this objective:

Underlying beliefs supporting this objective:

® Leaders inspire, foster collaboration and turn
vision and strategies into action -~ with focused,
clear goals.

e Effective leaders coach, relay good news and
bad, and give feedback that works.

® Leaders demonstrate self-awareness and a
willingness to accept feedback and continuously
develop.

® Leaders speak with one voice and act to
eliminate busy work.

e It is important to measure people on the results
they achieve against goals they helped to
create.

® The highest standards of honesty and integrity
are critical to developing customer and
stakeholder loyalty.

® The betterment of our society is not a job to be
left to a few; it is the responsibility to be shared
by all.

® This objective is essential to delivering on the
brand promise.

Source: www.hp.com/

example “packaging material at low cost, highly attractive to consumers, adapted
to the needs of the specific product.”

The formulation of the firm’s major objectives and their priorities in the cor-
porate mission is also open to influence from marketing orientation. As shown
in Strategy box 17.1 objectives may include sales growth rate, return on sales,
market share, acceptable level of risk exposure, approach to technology and inno-
vation, image and goodwill, establishment of a specific working climate within
the organization, or independence.

Depending on how much the authors of the corporate policy have adopted a
systems perspective, the chosen objectives will focus on one stakeholder group’s
interests or cover the interests of a broader range of important stakeholders. The
example described in Ethics box 17.1 may be the starting point for a discussion

ETHICS BOX 17.1

"Tobacco war” in Kenya and Tanzania

While tobacco marketing in Europe and the U.S.
becomes more and more restricted, tobacco manu-
facturers, after having heavily invested in Asian
markets, have discovered the African market as a
promising business arena. In particular, the coun-
tries south of the Sahara with 850 million potential
smokers have become a new target.

In one of its 1997 issues medical journal The
Lancet reported on a “tobacco war” between British-
American Tobacco and J.R. Reynolds in Kenya and
Tanzania. Philip Morris, the third biggest player in
the industry was about to enter the market. Never
before had the tobacco industry launched such a

massive advertising campaign in Africa. In 1997, the
year when the company agreed to pay millions
of dollars to partly compensate for damage their
products have caused to the health of the country’s
population in the U.S., J.R. Reynolds started the
construction of a production plant in Dar-es-Salaam,
the biggest city in Tanzania. The plant will produce
about 4 billion cigarettes a year.

The question may be raised: Should managers do
everything that is not explicitly forbidden to raise
their shareholders’ (and their personal} income? Is
it ethically acceptable to pay millions of dollars
for admitted damage to the health of the home
country’s population and to parallel invest in the
requirements for creating the same damage else-
where?

Source: Based on “Tabak-Krieg in Kenya und Tansania”, Der Standard,
13-14 September, 1997, p. 4




about what focusing on one stakeholder group’s interests may do to a company’s
success in the long run.

Because objectives are not always consistent — a high sales growth rate goal
may conflict with a goal restricting the use of foreign capital, for example - the
mission statement should indicate which priorities are to be pursued. Here again,
the level of systems perspective adopted by the authors of the corporate policy
statement becomes important. Shareholder-, customer-, and employee-related
objectives must not dominate all other objectives in any case.

Finally, marketing orientation will influence the basic values and norms the
company wants its personnel to respect in their internal and external behavior.
The more an exchange perspective guides the formulation of business philosophy
the more the rules of behavior will emphasize reciprocity, relationship building,
trust, and commitment in contrast to individual achievement, competition,
exploitation, or control.
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Contributions to the core strategy

A global core strategy is based on the assessment of corporate policy’s feasibili-
ty. As illustrated by Figure 17.4 marketing contributes an essential part of the
skills needed to properly conduct the analyses that lay the ground for the devel-
opment of a core strategy.

Strategic analyses to evaluate the potential of making corporate policy become
reality must cover: the attractiveness of potential country markets. As Chapters 2-5
and Chapter 7 of this book have shown, marketing provides the skills needed to
conduct careful assessments of the economic, cultural, political, and legal envir-
onments as well as the specific operating environments of the local product
markets; the competitive position of the orgunization. A comparison with major com-
petitors in the most attractive markets will help the firm identify whether it can
excel on any of the success factors. Chapter 6 has shown the essential role of
marketing know-how in this stage of corporate strategy development.

Relying on the firm’s current and potential competitive advantages in attrac-
tive markets, management will assess strategic alternatives. It will determine the
intended strategic position of the company, that is:

PART Il

s intended meaning of the brands constituting its brand architecture

s international portfolio of product and country markets to serve

» technologies needed to satisfy the current and potential aspirations of
customers and stakeholders in the served markets (Chapter 8).

Closely related to those decisions, management has to determine general rules
of behavior concerning:

FIGURE 17.4 Contribution of marketing skills to core strategy development

The marketing skills available to an
Marketing skills Core strategy organization have a strong impact on
the development process as well as
on core strategy contents.

Intended brand meanings

Potential market
assessment

Served markeis

Applied technologies

Determination of

competitive position Rules of behavior

N

Resource allocation

Positioning




competition

innovation

mergers and acquisitions
quality.

All these should help in reaching intended strategic position (Chapter 9).

The international allocation of company resources, in particular the general
way and the speed in which country markets are entered as well as the spread of
resources across organizational units completes the core strategy of the inter-
nationally operating company. Chapter 10 has shown that market-entry decisions
and the organizational structure of a firm are largely influenced by the level of
marketing orientation of top managers and the marketing capabilities available to
the company.

Contributions @ businass wil siratzoiss

Every company, whether operating internationally or only locally, will be
positioned in the minds of its customers and other stakeholders. If it does not
want that process to be entirely out of its control, the company must define an
intended strategic position in every product market it has selected. That is, it
must select the customer group(s) to be served and the way it wants to attrac-
tively differentiate itself from the most important competitors.

In addition, business unit strategy statements must define the intended strate-
gic position in every individual country market to be served in light of the locally
existing customer segments, important stakeholders, and major competitors.
Local market-entry decisions will depend on that strategic objective. As a conse-
quence, at the level of business unit strategy development market segmentation
and competitive differentiation dominate planning activities. Therefore, at this
level a distinction between strategic planning and marketing planning may be
rather difficult to make. It only becomes evident when, based on positioning and
market-entry decisions, resource allocation decisions have to be made. There,
financial considerations, the development and deployment of human resources,
as well as operations management considerations, such as outsourcing decisions,
alliances, or location decisions, play a substantial part in the planning process.

Based on the intended strategic position in a product market and considering
the resource allocation decisions given in the same document, an international
marketing strategy may be developed. The following sections focus on this part
of an international business plan.

International marketing strategy

An international marketing strategy contains “basic assumptions,” that is, a general
overview of the served product market(s), their volume, structure, major players,
and expected development; general marketing objectives of the firm or business
unit, such as, to be an early follower in all served product markets or to first enter
attractive country markets with the help of distributors that may later be acquired
if the market fulfills its promise; and marketing policies, such as product branding,
product line management, or distribution channel decisions.

Chapters 11 to 16 of this book have discussed the need for such policies in the
different sub-areas of the marketing mix. Their purpose is summarized in the
following.

- [P AR SRRV [Py S .4 .
intgrnailanal proaist poisy

An international product policy has to be formulated to avoid unnecessary com-
plexity and resulting costs in a company faced with internationally varying customer
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perceptions of the importance and meaning of features and processes constituting
its total product. Such product policy provides a framework inside of which all prod-
uct management processes of the firm are to be conducted. It lays down:

» general positioning for each product (line)

¢ intended degree of product standardization

> intended meaning of product brands and their market appearance

¢ quality standards

- firm’s objectives and rules concerning product portfolio management.

International distribution policy

The international distribution policy of the firm determines how its market-entry
strategy is to be executed. It contains general objectives regarding market share,
sales volume, profit margins, and return on sales, which may be specified by
region, customer group, and distribution channel, taking into account the desired
level of company involvement in the distribution system, and the desirability of
ownership of intermediaries.

Guidelines indicate minimum and maximum levels of capital and personnel to
be committed to achieving the intended level of coverage in each market. They
also specify rules for:

+ selection of intermediaries and customers
* management of relationships with those selected business partners
+ selection, training, and motivation of sales personnel.

internaiional sales palisy

The international sales policy is a guideline for decisions and actions concerning
personal selling, after-sales activities, and the management of the firm’s interna-
tional salesforce. The sales policy specifies:

* minimum and maximum levels of capital and personnel to be committed
to achieving a desired level of market coverage

 market share, sales volume, and profit margins for each region,
customer group, and distribution channel as well as the expected return
on sales

* how customer relations have to be managed, including after-sales
activities such as handling customer claims and complaints.

international logistics policy

The international logistics policy of the firm determines:

¢ level of customer service to be achieved
+ selection of integrated or independent marketing logistics systems
' specific conditions when to favor which systern.

The logistics policy may also contain:

+ profile of logistics partners to look for

+ roles in the distribution logistics chain that have to be fulfilled inside or
outside the company

coordination between central and local company units
* responsibilities for logistics planning, information, and control.




international pricing policy

The international pricing policy restates corporate objectives relevant to individual
pricing decisions such as expected profit margins, return on sales, and market
chares. It also includes the preferred pricing strategy, such as quick penetration of
mass markets through low prices where the company has no defendable compet-
itive advantage or skimming of high margins in market niches where the com-
pany has a significant competitive advantage.

In order to make sales figures comparable across country markets the pricing
policy may state how prices have to be calculated.

The company or business unit policy concerning rebates, refunds, and dis-
counts given to customers is stated as well as the terms of payment available in
specific markets to salespeople struggling for orders.

Internatisnal market communication poiicy

The international market communication policy of the firm aims to ensure
dynamic self-resemblance in all communicative activities across country markets.

General communication objectives for each of the important stakeholder groups are
formulated. An international communication platform defines the central message to
be communicated, which may be specified into consistent core messages for each
stakeholder group. To coordinate the transfer of the core messages into a consis-
tent choice of communication tools the communication policy determines the
major communication tools to be applied internationally. A guideline concerning cor-
porate design determines the general formal appearance of every communicative
activity of the firm. Finally, the international market communication policy
should contain some rules concerning cooperation and coordination in implementing
market communication decisions that help to avoid conflicts among organiza-
tional subunits at different hierarchical levels and regulate the role of external
service providers in the planning and execution of communication activities.

The marketing strategy is the basis for more short-term operative considera-
tions such as product development, advertising, or pricing activities contained in
what most companies call a marketing plan.

International marketing plan

The marketing plan is the core of an international business plan on its operative
Jevel. All marketing plans should start with an overview of strategic decisions
relevant for short-term marketing activities, such as the product and country mar-
kets to serve, the benefits to provide to the customers in those markets and the
way to achieve their satisfaction in attractive contrast to major competitors.

The specific content of a marketing plan will vary depending on the company
and the industry it is in. In developing the marketing plan the responsible
managers have to additionally consider that varying audiences may be interested
in the plan. Accordingly, the content of marketing plans needs to be flexibly pre-
sented with differing focus.

The structure of marketing plans may be rather similar across industries and
firms. Inside an internationally operating firm marketing plans established by
various operational units or close cooperation partners, such as distributors or
franchisees, which are faced with different local environments need to be com-
parable in order to allow the aggregation of data. The following section will dis-
cuss how marketing plans may need to be adaptable to varying target audiences,
what structure local marketing plans should have that allow the aggregation of
activities and data into an international marketing plan, and how the planning
procedure should be organized to allow effective and efficient planning.

AT AN IYHYW TYNOILYNYILNT L1 HILdVHI 0L
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Audiences

The preparation of a marketing plan is an exercise that must cause marketing
managers involved in whatever part of the planning procedure to examine their
basic assumptions, going into all details, since these must be justified to third
parties. Hindsight is a quality that many marketing people have in abundance but
a marketing plan is designed to eliminate the necessity of hindsight as much as
possible. When preparing the international marketing plan managers have to
consider which target persons or groups they are addressing.

Internal audiencss -

Internal audiences may be the chief executive officer or the board of directors
who take the final decisions or the middle management and staff who need to
be convinced of the plan’s content to properly implement it. When evaluating a
plan, controllers, accountants, and finance managers usually look for a payback
within a reasonable period. Although this may seem short sighted it must be
recognized that financial personnel are risk averse mostly because of external
pressures.

Other arguments are often needed to convince colleagues from the marketing,
production, ot supply areas to switch to a new process, such as competitor and
customer pressures that force quality improvement without raising prices, or
increasing market share in parailel with increasing the firm’s level of environ-
mental protection. There may also be a works council, a supervisory board, or an
advisory board that may want to be informed about the marketing plan.
Depending on their specific mission they will be more or less interested in figures
or details of particular activities.

External audiences

External audiences for the marketing plan may be capital owners, creditors,
private and institutional investors as well as presumptive buyers of the company
who are mainly interested in the return on and the risk of their investment.

Shareholders, investors, venture capitalists, and bankers want a marketing
plan to contain all information needed by financial analysts to assess the finan-
cial consequences of the proposed decisions and planned actions. For them the
marketing plan must demonstrate in a rigorous manner that the objectives set are
reachable with actions that are commercially viable.

Licensors and licensees, franchisees, potential joint venture and other cooper-
ation partners, by way of contrast, may more strongly focus on the capabilities of
their (potential) partner. They are mainly interested in the firm’s strengths and
weaknesses compared to its major competitors, how the company plans to create
or take advantage of market opportunities, and how it plans to fll detected
gaps. Finally, national and international subsidizing councils as well as private
and public national or international funding institutions may be mainly interest-
ed in a sound general concept that promises to provide public benefits.

In any case a marketing plan should be:

+ as short as possible
: clearly structured

» consistent
 convincing.

Some of the persons or groups the marketing plan addresses may be more
interested in figures, others may focus on the served markets’ potential and
the marketing activities of the firm to take advantage of that potential. Again
others may focus on how the marketing plan was developed (who participated in
the process, what assumptions were taken, or how data were gathered), while
another audience may just be interested in the outcomes of the process. In any




case, it is important to obtain agreement from all the parties involved as to the
aims and objectives of the plan and to obtain commitment to its contents.

To be considered convincing by people with such differing preoccupations as
the ones just described, an international marketing plan must have a flexible
structure. It needs to comprise all required information. But it should allow
detailed illustration of just the issues that the specific audience is mainly inter-
ested in. For that purpose the information needs to be presentable at different
degrees of aggregation.

Structure

Marketing plans are differently conceptualized in the literature. Even institutions
like banks, funding organizations, or administrative authorities granting sub-
sidies to firms presenting viable marketing plans, which should have a vital inter-
est in well structured, informative, and plausible marketing plans, have differing
requirements and standards concerning those plans.

One explanation for this finding may be that the businesses of companies
preparing marketing plans vary greatly in their focus and extent. Small and
only locally active firms have rather simply structured marketing plans com-
pared to large, globally operating companies. The more product and country
markets a company serves, the more individual marketing plans need to be co-
ordinated and consolidated to produce one single marketing plan for the entire
company.

In addition, the legal regulations regarding commercial and tax accounting dif-
fer from country to country, making a comparison between marketing plans of
various origins difficult. However, for an internationally operating company to
optimize the use of its skills and resources across product and country markets,
marketing plans established by different organizational units must be able to be
equally interpreted. Differences in interpretation of the term “plan” and in the
structure of the plan’s content have to be overcome for the purpose of making
decisions comparable and planned actions based on those decisions acceptable to
all persons involved in or concerned by their execution. For that purpose, the fol-
lowing section will suggest a potential structure for local as well as consolidated
marketing plans of an internationally operating firm that might be found in the
company’s international marketing planning manual. An extremely helpful tool
is the business plan structure offered by Venture, a joint venture of the
Eidgendssische Technische Hochschule, Zurich (ETH) and McKinsey &
Company, Switzerland. They offer downloads of fully programmed Excel spread-
sheets that the marketer can easily apply.

Marketing pians of local operating units

Table 17.1 shows an example of the potential structure and content of a market-
ing plan to be developed by all local operating units of an international marketer
serving consumer markets. Such operating units may be subsidiaries, sales
offices, or distribution partners in a country market. But the structure suggested
in Table 17.1 may also be used by sales managers of an exporting firm who need
to prepare a marketing plan for the country market or sales region they are
responsibie for.

Preface The plan starts with a short preface. In this introduction the author(s) of
the plan state(s) the reason for presenting the marketing plan, the audience the
plan is targeted at, the main assumptions the author(s) had to make (for exam-
ple, the development of the inflation rate, getting an import license in time, or
finding a local supplier), the persons involved in preparing the plan (including a
“thank you” to all who cooperated), the time spent, and the decisions the
author(s) are expecting.
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TABLE 17.1 Potential structure and content of a lecal marketing plan

Following the introduction the most essential contents of a marketing plan are summarized. A description of the actual
situation constitutes the basis for the formulation of objectives. The activity plan shows how those objectives are to be
reached. The budget figures express the expenses for the planned activities and relate themn to expected results.

Table of contents

1 Introduction

2 Executive summary
3 Actual situation

3.1

3.2

3.3

Internal situation

3.1.1  Strategic market position

3.1.2  Objectives and levels of achievement {e.g., sales, profits, market shares, average prices by product lines,
products, sales regions, customer (groupls)

3.1.3 Marketing mix

3.1.4 Organization and personnel

3.1.58 Costs and financial status

External situation : _ . :

3.2.1  Macro-environment {important dimensions, relevant factors of influence, development) :

3.2.2 Industry (e.g., sales potential, sales volume, structure, profitability, particular events and developments of - /!
significance) :

3.23 Intermediaries (e.g., structure, business behavior, particular events, developments of a|gn|f|cance)

3.2.4 Customers (e.g., regional distribution, purchasing power, specific characterrstlcs purchasmg behavior,
consumption behavior, expectations, segments) - : :

3.25 Compestitors (2.q., served customer segments, intended or existing dlfferenhatron compaﬂtwe strategy, %
market share, marketing mix, cost structure, financial structure, technical know-how, allaances)

3.2.6 Other important stakeholders {e.g., media, legislators, trade unlons ecoiogists)

Assessment of internal and external situation .

3.3.1 Strengths and weaknesses-

3.3.2 Opporiunities and threats :

3.3.3 Gaps

4 Objectives

4.1

Intended strategic position .~ .- -
4.1.1  Target customer segments - .- .
4.1.2 Differentiation from competitors .

4.2 Sales and market share objectives (e. 9. by exlstlng customers new customers ‘customer segments sales area o
product lines, products) : Sl R
4.3 Marketing mix objectives : :
4.4  Financial objectives (e.g., pl’Of!t free cash ﬂow return on sales capltal turnover)
4.5 Activity plan : RS :
451 Marketing mix
45.1.17 Product management
45.1.2 Distribution and salas management
45.1.3 Pricing
4.5.1.4 Market communicatlon
4.5.2 Organization and personnel
45.2.1 Organization
4.5.2.2 Personnel {e.g,, personnel deveiopment maasures continuous |mprovement activities, layoffs}
4.5.2.3 Monitoring {e.g., marketing research, information system, controlling)
5 Budgets
5.1 Product management budget
5.2 Distribution and sales budget
5.3 Market communication budget
5.4 Personnel budget
5.5 Monitoring budget




Executive summary Then the marketing plan summarizes the major results of the
analyses undertaken and the conclusions drawn from those results in an execu-
tive summary taking no more than a maximum of two pages. The executive
summary is the most important part of the marketing plan because people read-
ing the plan tend not to study the rest of the plan if the executive summary is not
convincing. Most central decision makers in internationally operating firms suffer
from continual information overflow. They are not ready to read more than two
pages in order to find out the most important points of a message. As a conse-
quence, marketing managers do not have much room for a lengthy narration.
Sentences must be precise and self-explanatory, using an attractive writing style.
Furthermore, persuasive headings are needed to gain and keep the audience’s
attention. They may be also very helpful when the statements made in the exec-
utive summary are presented to decision makers with the help of transparencies,
slides, or a computer animation.

Actual situation In the following material, readers interested in more detail may
find information concerning the actual situation of the organizational unit as it
developed during the last 3 to 5 years, as well as the development of the served
market(s) during the same period.

Set objectives and the degree of their achievemnent for example, in terms of
products sold in the market, average price, number of customers reached, sales
per customer, or market share are described as well as development of the firm’s
local strategic position, applied marketing mix for example, activities set in trade
advertising and related budgets, fairs and exhibitions attended, product launches,
key account or merchandising activities, and terms of sale, local organizational
structure, and activities in personnel development.

Development of costs related to the activities undertaken, local calculation of
prices, and the resulting price list are shown together with the financial situation
of the operating unit.

The description of the served market(s) may encompass an overview of the
development of macro-environmental dimensions relevant to the international
marketer’s business, such as import regulations, inflation and currency exchange
rates, economic climate, improvements in infrastructure, or changes in values
dominating the local society. Further, the marketing plan will describe the devel-
opment of the local industry the company is part of. First, data on the general
development are presented, such as market volume compared to market poten-
tial, average price of products sold, shares of differently priced product lines, or
the average profitability in the industry. Then, more specific information con-
cerning intermediaries, customers, and competitors is added. The structure of
potential and served intermediaries, their relationships with major suppliers
(share of company products sold compared to competitors’ products), and their
business behavior may be of particular interest. Regional distribution, purchasing
power, buying and consumption patterns, brand or supplier awareness as well
as expectations of customers may be described and used to form customer
segments. Major competitors are characterized by features such as their size (in
sales, employees, market share, and profitability), competitive behavior, the strate-
gic position they have reached, the marketing mix they apply, their cost structure,
financial resources, relationships and alliances, or their market specific know-how.

In addition to the description of past developments in the operating and
macro-environments that make the reader understand why the actual situation of
the local unit is as has been indicated in the marketing plan, the foreseeable
development of those environments (up to the planning horizon) is presented. In
preparing that outlook into the future of the business, responsible managers will
rely on the basic assumptions given by their company’s marketing strategy.
Short-term figures such as the development of sales, stock, accounts receivable,
or liquidity will partly be based on estimations sourced to field experience of staff
and partly on forecasts using more or less sophisticated computer models.
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Internal and external developments Assessment of internal and external develop-
ments reveals the strengths and weaknesses of the operational unit at date com-
pared to its strengths and weaknesses at the planning horizon if marketing
activities are carried on without changes. It also highlights potential opportuni-
ties and threats stemming from the fit between the operational unit’s current
skills and resources and foreseeable developments in the macro-environment,
Based on this assessment gaps can be defined that need to be filled in order to
make the operating unit properly contribute to the general marketing objectives
stated in the company’s or business unit's marketing strategy.

For example, if the marketing strategy of a Japanese manufacturer of industrial
transportation systems defines the objective of reaching at least a market share
that places the firm in the first three ranks of suppliers in every served market
and its European subsidiary serving the automotive industry is in danger of
slipping from rank four to rank five in its market, there is an evident need to fill
this gap between general objectives and actual development with appropriate
measures.

Marketing objectives Because the general marketing objectives stated in the
marketing strategy and the marketing objectives of the local unit in general do
not totally fit in the short run, the marketing objectives of the unit are stated in
the marketing plan. Most international marketers find it useful to indicate the
local unit’s intended strategic position, that is, the customer segments (rank
ordered by priority) to be reached during the planning period and the differen-
tiation from competitors to be achieved in those customers’ minds; sales and
market share objectives by current and new customers, customer segments, and
regions; objectives concerning the marketing mix, for example, the objective of
increasing market share in a specific customer segment may be supported by the
objectives of launching an improved product, increasing distribution intensity,
raising the attractiveness of terms of sale to intermediaries, and participating in
special target group events; financial objectives, telling the audience what con-
tribution local marketing managers expect to make to the overall profitability of
the firm.

Marketing meeting ©Comstock Images/Alamy




Activities The following section of the marketing plan contains the activities to
be implemented during the planning period in order to reach the set objectives
and to monitor their success. In a marketing plan all marketing activities are
described in detail. Organizational measures and personnel development needs
to ensure marketing success are indicated as well as activities needed to monitor
business development.

gudgets Finally, the marketing plan presents the costs of planned activities and
compares them to expected revenues in detailed budgets.

ipternational marketing planning manual

To rmake sure that all managers and distributors of the company who regularly
have to establish marketing plans employ the same structure, the same forms
and definitions, the central marketing unit in the international marketer’s head-
quarters may be well advised to develop an international marketing planning manual.
Such manual serves as a guideline for planners. It prescribes the general structure
all marketing plans have to follow. The manual contains the forms to be used, and
assures easy consolidation of data. This is important for the establishment of a
company or business unit international marketing plan.

ompany or business unit international marksting plan

Marketing plans of local units must be consolidated to provide the information
needed by senior management in order to agree or disagree with what has been
planned. Basically, such a consolidated plan follows the same structure as the
marketing plans of the subunits. But it provides information on an aggregated
level, that is, activities are reported in less detail.

ttroduction and executive summary

As with marketing plans of local units the company or business unit international
marketing plan starts with an introduction and an executive summary.

Actual situation

The description of the actual situation starts with an overview of internal pre-
conditions and assumptions that underlie all marketing planning activities (see
Table 17.2). First comes a revision of corporate policy and corporate strategy
statements as far as they are relevant for marketing decisions and actions,
followed by the guidelines for the application of marketing tools stated in the
marketing strategy.

An overview of the structure of the firm’s or business unit’s marketing organ-
ization shows to the plan’s audiences what functional marketing areas exist,
where in the firm’s hierarchy they are located, and how they are coordinated by
senior management. Regular teams and special taskforces are described as to
their purpose, size, and participating members. The same is done for external
cooperation partners, such as market research agencies, market communication
specialists, new product development or logistics partners.

A flowchart may inform the reader about the sequence of analyses and deci-
sions, the participating organizational units, and the timing of the international
marketing decision process. The description of the internal situation continues
with marketing achievements of the company or business unit during the report-
ing period (generally 3 years).

It starts with a comparison of quantitative and qualitative marketing objectives
as fixed in the reporting period with the results achieved in the same period.
Those results are compared to the objectives stated for the planning period




(for example the coming 3 years). Then, the range of products marketed by the
company/business unit is described, indicating their specific features, their target
groups, their applications, and major benefits provided to the customers. An
overview of current customers is given. For the most important customers name,
location, products purchased, and sales are indicated. The other customers are
grouped depending on their purchasing volumes. If available, average contribu-
tion margins achieved per important customer or customer group when provided
will further increase the level of information.

TABLE 17.2 Description of firm’s actual marketing situation

The description of the actual marketing situation includes internal and external information needed to assess the relative
strengths and weaknesses of the firm, as well as opportunities and threats it is facing from the macro-environment and
to determine strategic gaps to be filled by marketing actions.

Table of contents
1 Actual situation
1.1 Corporate policy and strategies
1.1.1  Corporate policy
1,1.1.1 Corporate mission
1.1.1.2 Corporate philosophy
1.1.2 Corporate strategy
1.1.2.1 Portfolio strategy
1.1.2.2 Competitive strategy
1.1.2.3 Market-entry strategy
1.1.3 Marketing strategy -
1.1.3.1 Product pollcy
1.1.3.2 Distributicn pollcy
1.1.3.3° Pricing policy - S
1.1.3.4 Market cornmunlcanon poircy :
1.1.4 Marketing organization o
1.2 Marketing achievements - -
1.21 Marketmg objectzves and results
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' Objectlves L e e Results St o Plan i
: SCIRR R : 20041 2005 _'; 2006 .+ 2007 .7 2008 2008 -
1 Quantitative objectives 1 [EEREERE ST e e T T R
- (e.g., sales, market share, ROS, share of
. new products, customer retentron rate etc)

© 2 Qualitative objectives * SR
(e.g., reputation, awareness, customer T
satisfaction, lasting relationships, etc.).. - v
1.2.2 Range of producfsﬁndustriés/appiicariohs
Range of Description Features Target group_s' o Applications Benefits

products : e B RIS -~ - Industries

1.2.3 Important custormners

Location Name Product Sales 200_




1.2.4 Important suppliers

Location Name Product Value

1.2.6 Other imponiant stakeholders

Stakeholder group Interests Actions Reactions

1.2.6 Major investments realized

Type Purpose Location Vaiue

1.3 Development of external environments
{ 1.3.1  Macro-environment
{a.g., pofitical risk, currency exchange rates, legislation, liberalization)
1.3.2  Industry
| {e.q., total sales volume, structure of supply, average prices, profit margin, emerging markets,
: technological innovation)
1.3.3 Customers
{e.g., structure of intermediaries, emerging intermediaries, customer segments, emerging expectations)
1.3.4 Competitors
(e.g., strategic groups, alliances, competitive strategy of major competitors, mergersfacquisitions, new
product launches)
1.3.5 Other important stakeholders
(e.g., suppliers, investors, creditors, administrators, media}
1.4 Situation assessment
1.4.1 Strengths and weaknesses
1.4.2 Opportunities and threats
1.4.3 Strategic gaps
15 Internal marketing objectives and budgets
| 1.6 Expected results

A list of important suppliers and other important stakeholders indicating their
specific interests concerning the company's business as well as the actions set by
the firm and the reactions of the stakeholders further enriches the audience’s
picture of the actual situation. A description of major investments realized in the

s marketing area finishes the marketing achievements section of the plan. It may
contain information on special activities such as the construction of a new ware-
house, the opening of new company owned stores, or the installation of a new
marketing information system.

Dovelopment of external environments The description of the actual situation
would not be complete without a presentation of the results of external analyses.
The international marketing plan, therefore, contains a section that summarizes
information concerning the development of external environments from the
marketing plans of the local operating units. Important changes compared to
earlier reporting periods and compared to assumptions that were taken for the
actual reporting period are specifically highlighted.




Situation assessment

As a conclusion from reported internal and external developments, in the next
section of the plan a situation assessment is given. It determines the strengths
and weaknesses of the company or business unit compared to its major competi-
tors, focusing on the success factors in each of the served product markets and in
the major country markets or regions. Together with the detected opportunities
and threats from the international macro-environment of the business, those
strengths and weaknesses provide the basis for an analysis of strategic gaps. The
international marketing plan enumerates and illustrates the various areas in
which the company needs to improve.

For example, setting different transfer prices to distributors and sales offices
may have led to price differences in final customer prices that may be considered
an invitation for parallel imports. The lack of an efficient customer information
system may have led to differing treatment of the subsidiaries of the same glob-
ally active customer, resulting in customer complaints, and pressure on prices. A
tack of total quality assurance may have caused defective products to be sent
back, increasing costs and harming the firm’s reputation. Those gaps must at
least be partly filled by marketing activities.

International marketing objectives and budgets

The illustration of gaps found as a result of the actual situation analysis leads the
audiences of the plan back to the objectives formulated for the planning period.
The following section of the international marketing plan entitled “International
marketing objectives and budgets” particularly emphasizes sales forecasts for the
planning period and budgets needed to realize those sales figures (see Table 17.3).
1t starts with reminding the audiences of the company’s or business unit’s intend-
ed global strategic position. This is the standard of comparison for all activities
budgeted in the following. Any budgeted activity needs to make a contribution to
reaching this standard.

Sales forecasts for each local product market stored in a databank allow fast
and flexible computation of total sales forecasts for products, product lines, inter-
national product markets, country markets, regions, industries, or international
key accounts. As Table 17.3 illustrates, information can be sorted, filtered, and
combined according to the needs of the user. For example, the international sales
forecast for a product market can be determined by adding all sales forecasts for
the Jocal product markets to be found in the marketing plans of the local operat-
ing units. The firm’s forecasted total sales are the result of adding up the fore-
casts for all different product markets. Total sales in a country market can be
determined by adding up all sales forecasts for different product markets in that
geographic area. For liquidity planning purposes, a forecast of accounts receivable
during the planning period is generated. It is based on the sales forecast and the
customers paying habits, as far as the marketer knows of those habits.

The presentation of budget figures starts with a general overview. The total
marketing budget is given by types of cost, split into their variable and fixed
parts. An overview of expected order backlog and development of stock are
added. Audiences interested in more details may directly switch to the presenta-
tion of product, marketing tool, and marketing administration budgets.

Product budgets These contain all activities planned for a specific product or
product line, indicating their fixed and variable costs and the country where those
activities are set. The information needed to establish those budgets again is
compiled from the marketing plans of the local operating units (see Figure 17.5).

Marketing tools budgets The same information may be used to establish budgets
for each bundle of marketing tools. In the international product management
budget, for example, all activities concerning new product development, taking
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TABLE 17.3 Content of “international marketing objectives and budgets”

The objectives and budgets section of an international marketing plan should contain a summary of the intended global
strategic position of the firm/business unit, sales forecasts, and budgets.

1 Intended global strategic position
1.1 Target markets
1.1.1  Product markets
1.1.2 Country markets
1.1.3 Customer segments
1.2 Maijor benefits/competitive differentiation
1.3 Technalogies
2 Sales forecast

2.1 Sales
Year Product Country Rep Industry Number Number Units Price Sales Market
of of per (%) share
customers orders unit
2005 A U.K. | Chemistry 12 14 91
2006 B UK. Il Steelworks
2007 D A I Chemistry
2008 B F v Food
' 2009 E u.s. v Food
2010 C NL v Food
2011
!
2.2 Accounts receivable
Product 1st 2nd 3rd 4ath 1st 2nd
| quarter quarter quarter quarter " half-year  half-year
2006 2006 2006 2006 2007 2007
$ {$) {$) () $) (%)
| A accounts receivable -
-~ payments
+ New accounts
receivable

accounis receivable

B accounts receivable
- payment
+ new accounts
; receivable
accounts receivable

Total accounts receivable
— payments
+ New accounts
receivable
accounts receivabie

B
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3 Budgets
3.1 Overview
3.1.1 Total marketing budget
Type of cost Fixed costs {$)
2005 2006
Totat
3.1.2 Order backlog/sales/bookings
Product 1st 2nd
quarter quarter
2006 2006
($) ($)
A order backlog
sales
bookings
order backlog
B order backlog
sales
bookings
order hacklog
Total order bscklog
. sales .
bookings
order backlog
3.1.3 Development of stock - -
Product - 1.st_ ; ond - -
. - _ quarter..’. = quarter. -
S 2008 2008 :
'($)._' %)
A stock . '
' +
new stock
B stock
+
new stock
Total stock
+

new stock

2007

3rd
quarter
2006
($}

”_'3rc§'

_ .qu'arte_'r_' ..
2006

Variable costs ($)

2008 2006 2007
ath - ' 1st - 2nd
quarter half-year  half-year
2006 2007 2007
%) % ()

'quar’_cé_r _.half-year - half-year.
if'zoosff'f :“2007.“

: : .f*f.2007':?17
T



3.2 Product budgets

Marketing
tool

Product
management

Distribution

Product A in all countries of the EU, NAFTA, and Latin America

Decision or action Country
(examples}
Brand =)

{registration and current

cost per year)

Patent EU
(registration and current

cost per year)

New product prototype u.s.
testing
Packaging EU

{design as fixed cost and NAFTA
price per unit)

Packaging All

{design as fixed cost and countries

price per unit)

Warranty All
countries

Service free of charge Latin
America

Systems/channels

Traveling expenses of EU

sales staff NAFTA

Traveling expenses of Latin

sales staff America

Representatives’ EU

comrnission

Representatives’ NAFTA

commission

Representatives’ Latin

commission America

Training of All

representatives countries

Equipment All

representatives countries

Sales meetings All
countries

Sales office {including u.s.

rent, furniture, personnel,

traveling, stationery,

phone, eic.)

Logistics

Warehouse u.s.

Warehouse Spain

Storage fee Sweden

Fixed
cost {$)

Variable cost
per — {$)

year

year

year

unit

unit

percentage
of sales

percentage
of sales

percentage
of sales or
by order
percentage
of sales or
by order
percentage
of sales
percentage
of sales
perceniage
of sales

percentage
of sales

Total
cost {$)
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Pricing

Marketing

communication

Transportation (if not
considered elsewhere)
Transportation (if not
considered elsewhere)
Insurance (if not
considered elsewhere)

Discounts/rebates
Discounts/rebates

Discounts/rebates

Action
Transfer prices

Average date of
required payment
Delcredere

Regional radio ad
campaign’
Ads in trade magazines

.-Yelio.\nf_pages.-.'-' : .
o '.Yé_llow pages RS

- Image brechure -, ; | .
' Videotape
' Sales manual . _
i press conferences .-
' Préss conferences =
" “Sales promotion activities
-~ Direct mailing:~ - =
L Fair
Fair

Symposium

_Op_en house _

3.3 Marketing tool budgets -
3.3.1 Product management
3.3.2 Distribution {inc. logistics)

3.4

3.3.3 Pricing

3.3.4 Market communication
Marketing administration budget
3.4.1 Overheads

3.4.2 Organizational changes

NAFTA

Latin
America
NAFTA
Latin
America

EU
NAFTA

Latin
America
U.s.
NAFTA

per

country
per

country

EU

Canada

EUper. . o
gountry S
CUNAFTAT
percountry” .
“All countries
AN countries L e
. percountry s

Germany

" France .
Lus
L ey o
T Braal
B 'Canada

EU

percentage
of sales

percentage
of sales

percentage
of sales

* percentage

of sales

percentage
- of sales

" percentiage
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3.43 Investments/divestments
Type Purpose Location 2004 ($) 2005 ($)
Total

products off the market, finding brand names, registering patents or brands,
warranties, pre- and after-sales services across all served country markets are
aggregated to consolidated figures for each category of activity.

Marketing administration budget The marketing administration budget contains
all types of overheads, as well as special budgets needed for changes in market-
ing organization, such as project budgets for the improvement of the reporting
system, the preparation of offers, order handling, or the reorganization of ware-
houses. A final subsection on special investments or divestments, such as the
construction of a new warehouse or the outsourcing of logistics, informs senior
decision makers about extraordinary expenses planned for the improvement of
the firm’s marketing effectiveness and efficiency.

Zupacted resulis

Having presented the objectives to reach, the activities planned, and the costs of
those activities, the international marketing planners need to add an estimation
of expected results in order to convince senior decision makers and other intet-
ested audiences of how attractive it is to accept or follow their plan. Therefore, a
section presenting forecast results based on the previously suggested actions
concludes the international marketing plan. By comparing the results to be
expected when extrapolating current marketing action with the results forecast for

FIGURE 17.5 International budgeting hierarchy
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the suggested marketing plan the impact of the plan can be impressively demon-
strated. The application of International Accounting Standards and the
International Financial Reporting Standards issued by the International
Accounting Standards Board is highly recommended for that purpose. In many
countries those standards are a must.

The most commonly used tools for demonstrating the expected results are the
pro forma profit and loss account (Table 17.4) and the pro forma balance sheet
(Table 17.5).

The impact of the proposed marketing plan on the firm’s or business unit’s
cash flow may be analyzed as shown in Table 17.6. Changes in contribution
margins of local product markets, country markets, and international product
markets may also be forecast. Usually the contribution margin is first estimated
for the local product market. If the result is positive, that is, if the activities in
this market contribute to covering the costs of the next higher level — the coun-
try market ~ the estimation procedure continues. Similarly, the country market
has to contribute to covering the costs of managing the international product
market or business unit, and the latter finally has to contribute to covering the
overheads of company management.

Finally, the impact of the proposed marketing plan on the break-even point
of local and international product markets as well as country markets may be
estimated. Besides break-even analysis, to get an impression of the risk involved
with implementing the international marketing plan, a kind of sensitivity analysis
of the suggested activities to major changes in the operating and macro-
environment can be conducted. Instead of presenting just one single result, the
planning team should develop two alternatives that consider significantly differ-
ent developments of those environments. A more optimistic scenario may be con-
sidered as well as a more pessimistic one. In times of economic or other
difficulties a company is facing, however, marketing planners may be well
advised to probe for the impact of two more negative scenarios, for example by
simply reducing sales forecasts by 10 and 20%. In fast growing markets, how-
ever, it may make sense to develop alternative plans for market growth rates of
30 and 50%. Most importantly, the international marketer must be intellectually
prepared for alternative developments to what seems to be the most realistic
current assumption.

Planning procedure

Responsibilities

In general, marketing or sales managers of local operating units and distribution
partners are responsible for preparing and presenting the marketing plans of their
organizational units. If the international marketer relies on exports the export
market manager(s) will prepare the marketing plans for each country market or
region. The top marketing executive in the company’s headquarters is responsi-
ble for preparing and presenting the consolidated international marketing plan.
The marketing planning unit in the company’s headquarters may vary due to the
firm’s portfolio of product and country markets and its organizational structure.
Because some companies manage by countries or regions, others by products or
product lines, and again others by customer groups, the major perspective of
international marketing planning will vary with the organizational focus.

Planning teams

In establishing their plans marketing managers will need help from other people
from inside and outside the company. For example, the salespeople of a country
or region will plan their sales figures and distribution activities. The managers
responsible for different tools of market communication will plan their events,
advertising campaigns, sponsoring, or public relations activities. Because of the




complexity of the planning task, which needs information input and know-how
from all across the company’s functional areas, inter-functional planning teams
may help to assure that all aspects of the planning task are appropriately consid-
ered. Under the leadership of the responsible marketing manager at least in certain
steps of the planning process (such as the establishment of the profit and loss
account) or when preparing certain sections of the marketing plan (for example,
the personnel development section) specialists from the functional areas con-
cerned need to be involved. Production, controlling, personnel, procurement,
logistics, research and development, or finance managers may contribute their
information for pricing, personnel development, or new product development
decisions. In addition to the kpow-how and information those people may
provide to increase the quality of marketing planning, the participation of those
people in the planning process strongly contributes to its implementation.
Culture box 17.1 gives an impression of what problems may arise in intercultural
planning teams, but also how much teamwork may contribute to improved plan-
ning results and adherence of team members to the decided course of action.

As with any project carried out by a team, it is important to brief the partici-
pants in the planning process as to the basic requirements of the plan and to
agree on deadlines for the contributors. The team leader may go through the
objectives and policies stated in the company’s or business unit's marketing

TABLE 17.4 FPro forma profit and loss account

Income and expenditures $* F*x $* $r*
2006 2006 2007 2007

Sales income
Cost of goods
Gross profit
Expenditure
Administration
Rent and rates
Product management
Distribution
Pricing
Market communication
Overheads
Depreciation
Interest
Total expenditure
PBIT (profit before interest and tax)
Taxation
Profit after tax
Gross % (gross profit divided by
sales income)
Total expenditure % (total expenditure
divided by sales income)
ROI % (return on investment)
Gearing %

* Result when keeping current action unchanged
** Rasult when implermenting the marketing plan

Source: Adapted from Office for Official Publications of the European Union, Directorate-
General X!l {1994} "Preparing a technology business plan”, EU: Luxembourg

The pro forma profit and loss
account compares incomes and
expenditures when marketing
action is kept unchanged with
incornes and expenditures
when the suggested marketing
plan is implemented.




TABLE 17.5 Pro forma balance sheet

The pro forma balance sheet compares assets and liabilities when marketing action is kept unchanged with assets and
liabilities when the suggested marketing pian is implemented.

Assets and liabilities $* Frs §* Gx#
Assets 2006 2006 2007 2007
A Called-up share capital not paid
B Fixed assets

! Intangible assets
1 Development costs
2 Concessions, patents, licenses, trademarks
3 Similar rights and assets
4 Goodwill
5 Payments on account
I Tangible assets
1 Land and buildings
2 Plant and machinery
3 Fixtures, fittings, tools, and equipment °
4 Payments on account
5 Assets in course of construction
il Investrnents . .
1 Shares in group companies
2 Loans to group companies -
3 Shares in related companies -
4 Loans to related companies - _
5 Other investments otherthan loans ~
6 Otherloans S
7 Own shares
C - Curent assets
Stocks SRS -
1 Raw materials and consumables
2 Work in progress - IR AR
2 Finished goods and goods for resale ER
* 4 Payments on account - ' STERRY
I Debtors - ° :
-1 Trade debtors - T
"2 Amounts owed group compames SRR
3 Amounts owed by refated cempanles
4 Other debtors. " -
5 Called-up share capital not pard :
- 6 Prepayments and accrued mcome
11 Investments - : R
1 Shares in group companles RN
2 Own shares
3 Other investments .
v Cash at bank and in hand
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D Prepayments and accrued incorﬁe
Liabilities
A Capital and reserves

| Called-up share capital
I Share premium account
it Revaiuation reserve




T————

A% Other reserves
1 Capital redemption reserve
2 Reserve for own shares
3 Reserves provided for by the articles of association
4 Other reserves
v Profit and loss account
B Provisions for liabilities and charges
1 Pensions and similar obligations
2 Taxation, including deferred taxation
3 Other provisions
C Creditors
Debenture loans
Bank loans and overdrafts
Payments receivad on account
Trade creditors
Bills of exchange payable
Amounts owed to group companies
Amounts owed to related companies
Other creditars including taxation and sacial security
Accruals and deferred income
D Accruals and deferred income

Lo~ U R WN -

* Result when keeping current action unchanged
** Result when implementing the marketing plan

strategy. The basic assumptions concerning the development of the macro-
environment and the industry may be discussed with the goal to create some
basic shared understanding of what the major issues are that need to be tackled,
and what the major objectives are that should be reached. This technique known
as “pre-briefing” takes some additional time to get planning activities started.
But it has enormous benefits later on resulting in fewer criticisms and internal
politics that otherwise might sink a marketing plan at a first presentation.

Updates

Preparing the marketing plan starts where the strategic part of the international
marketing decision process ends. The principal results of this decision process —
for example, which country markets to serve with which kind of product through
which market-entry mode — may be valid for some longer term. They represent
the basis from which the more short-term-oriented marketing plan is developed.
Because the activities contained in the marketing plan and the figures related to
those activities are planned in great detail they are subject to change.
Consequently, at least a yearly update of the marketing plan is required. Planned
activities and figures must be reviewed at least quarterly in the light of actual
developments in all environments of the company. Future issues box 17.1 gives
an impression of how much advances in information technology will speed up the
rhythm of plan reviews in the coming years. Any discrepancies between the
original assumptions and the recorded development, which result in performance
figures that deviate from expectations, must be accounted for and the assump-
tions modified if necessary.

Any of the revisions of marketing plans where inputs like sales, prices, costs,
or currency exchange rates may change should have a mid-range planning hori-
zon. The horizon will vary with the company’s business domain, but in most
cases it is between 2 and 5 years. That is, activities and figures should not only
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TABLE 17.6 (ash flow forecast

The cash flow forecast compares cash flows when rmarketing action is kept unchanged with cash flows when the
suggested marketing plan is implemented.

Cash flows $* §** $* §*x

2006 2006 2007 2007
Cash inflows
Safes
Capital
Loans
Total inflow

Cash outflows
Meachinery

Raw material

l.abor

Rent

Rates

Distribution refated expenditures
Market communication
General overheads
Administration overheads
Loan interest

Total inflow

Batance brought forward
Balance carried forward

* Result when keeping current action uncha_hged B
** Result when implementing the marketing plan

Source: Adapted from Office for Official Publications of the Eurapears Union, Directorate-General X!Il (1994} “Preparing a technology
business plan,” EU: Luxembourg I . S D e UL R A IR L ROIN

be adjusted for the actual planning period, which, in most cases, extends across
1 year from the point in time of the plan revision. Forecasts for the subsequent
periods must also be adjusted in line with the revised assumptions. At least the
central figures in the profit and loss account as well as in the pro forma balance
sheet for the next 2 to 5 years need to be adjusted. This way the company and its
subunits will have rolling marketing plans that are responsive to changes in the
business environment.
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Hlsrcmies made in Alabama

Possessing nothing but the proverbial blank sheet of
paper, Andreas Renschler, CEO of the Alabama fac-
tory of Stuttgart, Germany-based Daimler-Chrysler,
set out to “create” his factory in 1993. He very
deliberately pieced together a team that included
U.S. executives with Detroit auto experience, along
with a couple who had worked for Japanese trans-
plants in North America. He drafted a perfectly bal-
anced ticket: Four Germans, four Americans at
management’s top tier. The plan was to plumb the
assembled U.S. automotive talent for fresh insights
about how to run a factory. Those with Japanese
transplant experience, he hoped, could provide
pointers on how a foreign automaker might best go
about setting up shop in the U.S.

The fast development of information technology will
have a major impact on the development and update
of future marketing plans.

The marketing plan of the future will probably be:

“instant”. Inputs will be made at the customer’s
office and transferred immediately. All new data
at the factory, like change in stock, price increase
of a supplier etc. will be instantly considered by
the system. This will offer up-to-the-second
information to all relevant people inside and
outside the company at any given time.

“online”. All data will be collected, computed,
and saved at one location, that is the server or
network of the marketer’s company. As a
consequence all relevant people have the same
level of information and there is no time lag.
Their notebooks will work as terminals.

“continually rolling”. All changes will be
considered instantly. This way the marketing
plan is kept permanently up to date and adapted

But the members of the management team
hailed from very different manufacturing traditions
and possessed vastly different ideas about how
to do things. They all spoke different languages -
GM-ese, Nissan-ese, Mercedes-ese, as it were,
Questions such as how to configure the assembly
line set off fierce debates. Progress would probably
never have been possible had it not been for one of
the headquarters’ infrequent directives — a very
rigid timeframe that was in place from day one.
Thus, the team had no choice but to fight until it
came up with blueprints for a factory and plans for
hiring a workforce. Despite all the cultural differ-
ences, the Vance, Alabama, factory has proven to
be a success. The design, a sleek E-shape with
interconnected shops, has turned out especially
efficient.

Source: Adapted from Martin, J. (1997) “Mercedes: made in
Alabama”, Fortune, 7 July, pp. 150-58

to new facts, for instance, changes in the macro-
environment.

“independent of the location”. The next
generation of cell phones will offer worldwide
use of telephone networks across the globe
directly via satellite, putting international
marketers in the position of having access to
their “home” databank day and night.

“standardized”. Software has been and will be
developed that, on the one hand, takes into
account all features telecommunication systems
and high-end hardware - like dictating directly
into a machine - offer and, on the other hand,
uses standardized protocols for data transfer like
the United Nations” EDIFACT.

“using more and more external data”. Data
available in the world wide web concerning the
macro-environment, industries, intermediaries,
potential customers, competitors, and other
important stakeholders may be automatically
considered by the computer system by executing
updating routines.

Source: Based on Negropornte, N. (1995) Being Digital, London:
Coronet Books; results of presentations and discussions at European
Forum Alpbach, 1995 and 1996, Alpbach, Austria
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Summary

The primary objective in preparing an international
business plan is to set out a convincing case to secure
internal and external financing for the startup, expan-
sion, or continuation of an international business. The
business plan must demonstrate in a rigorous manner
the commercial viability of the proposed actions. The
plan should cover all aspects of the business: from the
corporate mission, to the corporate strategy, business
unit and functional area strategies, right down to func-
tional area plans.

Marketing orientation and marketing analyses may have a
significant impact on the formulation of corporate phi-
losophy and corporate strategy. They influence the
basic approach of a company’s management to their
business and lead their decision-making processes in a
way to start from the determination of attractive mar-
kets. The influence of marketing orientation and mar-
keting technology leads market choice as well as
competitive strategy decisions to be taken based on the
skills and resources needed to successfully serve the
most attractive markets.

Marketing strategy and plan are the core parts of an
international business plan. They encompass the
results of analyses, decisions, guidelines, and actions
that are based on the basic strategic decisions of senior
management and have been discussed in detail
throughout this book. Marketing plans should have a
flexible structure, comprising all required information,
but a different degree of consolidation of each section
depending on the audience they are presented to. In any
case, a marketing plan should be:

s as short as possible
+ clearly structured
» consistent
» convincing.
The international marketing plan usually is based on
marketing plans of local operating units or of managers

who are responsible for certain international sales
areas. All marketing plans should comprise:

¢ a preface or introduction
: an executive summary
- a description of the actual position of the firm

- results from an analysis of the external
environments relevant to the company’s business.

This analytical part of the plan is concluded by the
determination of the firm’s relative marketing
strengths and weaknesses, opportunities and threats
it is facing from being more or less well adapted to
developments in the macro-environment, and strate-
gic gaps that need to be filled in order to keep or make
the company successful. Based on that information,
marketing planners have to specify marketing objec-
tives for the planning period. Those objectives will be
derived from more general objectives stated in the
corporate, business unit, and marketing strategy
statements. All marketing activities proposed in the
following section of the plan have to contribute to
reaching the set goals.

The higher the level of plan aggregation the more
abstract the content of the plan becomes. That is, mar-
keting plans of locally responsible units describe all
planned activities in some detail, whereas the compa-
ny’s or a business unit’s international marketing plan
mainly contains budget figures that stand for the
planned activities.

To- convincingly present the proposed marketing
actions the marketing plan needs finally to demonstrate
how much better off the company will be when it
implements the plan. For that purpose, result forecasts
for an unchanged course of action are compared to
result estimates under the condition that the proposed
marketing plan is implemented.

Pro forma profit and loss statements, pro forma bal-
ance sheets, cash flow projections, contribution margin
estimates, and break-even analyses under both condi-
tions serve the purpose of comparison. An analysis of
the sensitivity of those forecast results to changes in
the assumed environment helps the final decision mak-
ers to get an impression of the risks involved with their
decision.

What the real outcomes of international marketing
strategies and plans will be nobody can know exactly
beforehand. The success of an international marketer
will depend not only on the perfection of its analyses,
the professionalism of the conclusions drawn, and the
motivation of all people involved in the implementation
of plans. The marketer will also need a substantial
amount of luck to become and stay a major player in the
international business arena.




OISCUSSION QUESTIONS

1. Why does the international marketing decision
process have different hierarchical levels? Ex-
plain by using the example of a company you are
familiar with.

2. Find the example of two corporate policies on the
internet and compare them concerning the vis-
ible influence of marketing orientation on their
formulation.

3. To what extent does marketing influence the
development of a corporate strategy? Find exam-
ples for the points you make.

4. Ask a local marketing or sales manager of an
internationally operating firm to show you the

table of contents of the marketing plan they have
to prepare. How does it compare to what was dis-
cussed in this chapter?

5. What audiences may be interested in the interna-
tional marketing plan of a firm? What are they
particularly interested in?

6. Along what dimensions should international
market_mg planning information be structured to
be flexibly usable for various audiences?

7. Describe the steps in the process of develop-
ment of an international marketing plan. Who
should be involved in the planning team at what
stage?
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