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What is legal risk?

Legal risk is the risk arising from failure to comply with statutory or
regulatory obligations (http://www.ffiec.gov).

Generally, all laws in the host country will apply to an entrepreneur’s local
business operations. Examples include filing procedures, employment law,
environmental law, tax law, and ownership requirements. The World Bank
has a rather extensive country business law library which can be accessed
from their website. This can be helpful in the initial phases of considering
the legal ramifications of direct investment in a given country.

Many countries limit foreign ownership of assets and legally force foreign
companies into a joint venture with a local partner in order to do business
there. Poland, for example, limits foreign ownership of farmland and will



continue to do so for another decade under agreements with the EU (Dadak,
2004).

It is important to remember that while doing business outside of the home
country certain home country laws will still apply. Applicable laws differ
from country to country, but one common extension is employment law.

The extent of jurisdiction beyond national boundaries varies widely. In anti-
trust for instance, the United States law covers only situations where the
violation affects the US, (meaning that it does not matter where the act
causing the violation took place), while the EU considers only where the
antitrust offense was implemented (Shaffer et al., 2005, pgs 657-664).

In order to minimize exposure to legal risks arising from confusion and
excess cost, a company should seek legal advice if possible. In making such
arrangements, written contracts should be used. This can minimize
confusion in case of litigation.

Political and legal risk for the small business entrepreneur

While Ms. Shahira may be accustomed to a certain set of rules and
regulations in her home country of Pakistan, she must anticipate new and
other laws when exploring the possibility of expanding internationally.
While Ms. Shahira and her small business of running a sewing company
faces different political and legal risk than those of a larger company, she is
still liable and must understand the laws and regulations that she may face
in any country.

Global marketing: assessing potential markets overseas

Case: Toyota has a vehicle for every market

Each market has unique cultural characteristics and contextual
circumstances that must be considered. For example, in the United States
roads tend to be wide; highways can accommodate a broad array of vehicles
with a high number of lanes, and people demand a mix of cars based on



their needs. Conversely, in Europe roads tend to be narrow, and the market
demands smaller, more fuel-efficient vehicles. Therefore, while a Toyota
4Runner tends to sell extremely well in the United States, it would not be a
very popular model in Europe for these very reasons. As a result, Toyota
invests billions of dollars every year into market research and market
development to make sure they meet the needs and wants of its customers,
in each specific country that they sell their vehicles in. This has led to
Toyota’s success in the US automotive market, as our earlier case
suggested. With their #1 selling sedan, Toyota Camry, a wide array of
hybrid models, trucks and SUVs to meet the United States constantly-
changing expectations, Toyota is, arguably, the strongest player in the
automotive industry.

What is global marketing?

One of the inevitable questions that surfaces concerning global marketing
is: how does global marketing truly differ from domestic marketing, if at
all? There has historically been much discussion over commonalities and
differences between global and domestic marketing, but the three most
common points of view upon which scholars agree are the following. First,
all marketing is about the formulation and implementation of the basic
policies known as the 4 P’s: Product, Price, Place, and Promotion. Second,
international marketing, unlike domestic marketing, is understood to be
carried out “across borders”. Third, international marketing is not
synonymous with international trade (Perry, 1990). Perhaps the best way to
distinguish between the two is simply to focus on the textbook definition of
international marketing. One comprehensive definition states that,
“international marketing means identifying needs and wants of customers in
different markets and cultures, providing products, services, technologies,
and ideas to give the firm a competitive marketing advantage,
communicating information about these products and services and
distributing and exchanging them internationally through one or a
combination of foreign market entry modes (Bradley, 2005)”.



The 4 P’S of the Marketing Mix (NetMBA, 2008)

Exhibit

The 4 P’s: Product, Price, Place and
Promotion are aspects of the
marketing mix that are generally
controllable

As the following table demonstrates, many decisions affect the marketing
mix (NetMBA, 2008):

Product Decisions Price Decisions
Brand Name Pricing strategy (price



Functionality

Styling

Quality

Safety

Packaging

Repairs and Support
Warranty

Accessories and services

Place Decisions
Distribution Channels
Market coverage (inclusive,
selective, or exclusive
distribution)

Inventory Management
Warehousing

Order processing

Reverse logistics

Importance of culture on markets

These are (Tian, 2008):

skimming, price penetration,
etc.)

Volume discounting and
wholesale pricing

Seasonal pricing

Bundling

Price flexibility

Price discrimination

Promotions Decisions
Push, Pull Strategies
Advertising

Personal Selling
Sales Promotions
Public Relations and Publicity

All of these issues must be reconsidered in each market. The marketing mix
will appropriately vary as different circumstances dictate.

Because international marketing is closely correlated to the cultures in
which a firm wishes to sell its product, culture itself must be analyzed to
understand the best way to integrate into both existing and emerging foreign
markets. There are five essential areas within which culture must be
continually studied in order to achieve success in dealing with culture as it
affects international marketing.

e culture impacts on marketing (international versus domestic)
e cross-cultural dimensions of marketing research



e cross-cultural aspects of marketing mix (products, price, promotion,
and place)

e cross-cultural marketing education and professional training

e and cross-cultural practice in electronic marketing

Note:Cross-cultural marketing occurs when a consumer’s culture differs
from that of the marketer’s own culture.

Consumer behavior diverges across country lines with increased wealth,
globalization, and technology; it does not converge (De Mooij, 2005). This
simple fact proves the importance of culture knowledge in cross-cultural
marketing endeavors. In fact, the importance of cross-cultural study has
inspired a definition separate from that of international marketing. Cross-
cultural marketing is defined as the strategic process of marketing among
consumers whose culture differs from that of the marketer's own culture at
least in one of the fundamental cultural aspects, such as language, religion,
social norms and values, education, and the living style (Tian, 2008).

A standardized marketing model utilizes the same functions in all markets.
Conversely, a customized marketing strategy adheres to the needs and
wants of a particular target market.

Global branding—creation of a marketing strategy

An important decision that international marketers must make is whether to
utilize standardized marketing, treating all markets in the same manner, or
customized marketing, adhering to local customs and traditions for greater
effectiveness. This is an important distinction when analyzing the creation,
perception, and trends in global branding. In most countries and cultures,
marketers do not compete with individual products, but rather with
competing brands markets. Many writers have reasoned that a standardized
approach to international markets is the most desirable strategy. The main



arguments include that sales will increase when a company can market a
consistent product image across different geographical markets, and that
cost can be reduced through the formulation and implementation of a single
standardized marketing plan. Still others argue that because few markets are
comparable across country lines, it is necessary to adapt the marketing mix
to ensure that sufficient customization exists to satisfy consumer needs in
each market. Additionally, not all companies are able to adopt a
standardized strategy as its appropriateness varies from industry to industry.
One must remember that even within markets there is great diversity of
behavior and taste. In the face of intensely increasing competition and
globalization, studies show that people increasingly prefer brands with roots
in their national or regional tradition. This would indicate that most firms
should lean towards marketing customization in order to satisfy the
increasingly nationalistic consumption tendencies of their consumers
(Bradley, 2005).

Global marketing and the small business entrepreneur

While marketing the products of the highly successful sewing company that
Ms. Shahira has started in Pakistan may not be something that she is
looking to do today, it is critical for her, and small businesses like the one
she has set up, to understand what it would take to market to a completely
different set of clients, in a new country.

Companies like Toyota and Coca-Cola have created a dominant brand
across the world with their global branding and positioning strategies, and
as a result have sustained tremendous financial benefits from doing so.



