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                     Preface



The new edition of this classic textbook is still based on its signature approach, which I consider to be timeless and to have made it so successful and popular across the world. It walks the reader through the steps of comprehensive global marketing decision-making processes, offering practical insights, relevant examples and actionable suggestions. 


                                                                                While keeping its unique and valuable core intact, we have enriched the book in numerous ways to make it resonate even better with readers, including students in global classrooms and members of intercultural teams in workplaces. Our approach acknowledges the dynamic nature of the global marketplaces in which change is the only constant. Therefore, this text focuses on how rather than what, suggesting different sources and methodologies to use to critically analyze international markets­­, rather than providing information on them that quickly gets outdated. This edition introduces additional discussions about the influence of ever-evolving technology on all elements of the global marketing mix, highlighting the relevant ethical considerations. To aid teaching and learning and provoke thinking, new case studies have been added, depicting developments in the most relevant contemporary global industries, and encapsulating the significant changes affecting global marketing strategies and activities. 


My favourite part of working on this new edition is the introduction of a more comprehensive and critical approach to analyzing the global cultural environment, which is the essence of global marketing. This complex topic now includes an expanded discussion relating to the processes of cultural convergence and divergence, and the complexities of multicultural marketplaces. My aim was to emphasize the active role of marketers in contributing to more responsible practice, research and education, as well as the development of wider intercultural understanding in the community. 


To students, I sincerely hope that you will share my enthusiasm for this edition, thinking of it as the textbook to have and to hold, to explore during studies within various modules, and to go back to at different points of your career path. To my fellow lecturers, I hope you will find this text a valuable resource for your teaching and enjoy sharing it with your learners.


                                Ana Bogdanovic
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                                                                    Part I The decision whether to internationalize


   1                                     Part I Contents

        
	        International marketing in the company

	        Initiation of internationalization

	        Theoretical models for internationalization

	        Development of the company’s international competitiveness



   2                        Introduction to Part I


   3    


                     Part I Case study



                     H&M: sustainability concerns don’t stop the fashion giant



                                Hennes & Mauritz (H&M) is the world’s second largest fashion retailer after Inditex. While its fast-fashion model has served the company and its customers well for several decades, recent sustainability concerns challenge the foundations of H&M’s business model and emphasize the conflict between consumers’ desire for well-designed fashion pieces at attractive prices on the one hand, and sustainability concerns on the other.


                     Introduction



This case study explores the sustainability challenges H&M faces and how the company is addressing these concerns while attempting to maintain its market position. The challenges are not new to H&M. The company has for decades faced substantial criticism over its environmental and social impacts, and instances of shady practices – in H&M specifically as well as its competitors, and the industry overall – have been discussed in various media channels several times.


                     Challenges for H&M and the fast-fashion industry



From a contemporary marketing perspective, H&M represents several key insights, both through its great history and successful growth, and through the dilemma it faces in offering affordable fashion clothing, which is often bought by consumers unnecessarily often, while having to adapt to sustainability concerns. The latter are driven both by legal requirements and by various stakeholders such as customers, employees, politicians, journalists and environmental organizations. Marketers in many industries have to deal with complex sets of goals, hence mirroring two strong forces in contemporary society: consumption as essential to the formation of our identities, our lifestyles, life quality and welfare – and, at the same time, concerns about sustainability issues. From a marketing perspective, it could be understood as protecting future generations’ opportunities to consume.


                     Fast fashion has changed the industry fundamentally



This conflict hardly existed a few decades ago. In the 1990s, fast fashion was viewed primarily as a marketing and logistics innovation that enabled fast and efficient availability of new fashion trends to the general public at affordable prices. It hence challenged the traditional approach with Spring and Autumn collections – fast fashion companies typically offered new products every week or even more often. From a marketing perspective, it created a paradigm shift. If earlier consumers had come to the store twice a year to have a look at the Spring and Autumn collections, respectively, and maybe at the annual sales, they now had a reason for visiting the stores every week or even more frequently. This is a store’s dream: customers who come in several times a month to see if something new has arrived that can capture their purchase interest. Since H&M owns almost all of its stores, it has control over logistics, price reductions and campaigns. This is a huge advantage, since products that are difficult to sell in one market can be sold in another. In addition, owning the marketing channels facilitates control not only over pricing and discounts, but also over store design and location. Moving products between stores without having discussions with franchisees is a huge advantage. During difficult times, such as when dealing with large inventories in 2018 or closed stores during the pandemic a few years later, it is particularly useful and contributes to operational performance.


Fast fashion means that the lead time for new products can be as short as two to three weeks. Various lean principles are applied to enable parallel development processes, quick decisions on design that can quickly be transformed into manufacturing orders, and close cooperation between different actors in the value chain. The short time to market requires a quick and efficient flow of information on design trends, customer preferences, and how different products in the stores are selling. The latter is facilitated by the direct marketing channel system where H&M itself owns the stores. Sales performance in the more than 4,000 outlets around the globe are immediately tracked and analysed.


Fast fashion implies that manufacturing processes allow simultaneous production of several small series (different colours, sizes and products), hence making time-to-market short. Speed and flexibility are created throughout the marketing system, too. At short notice, stores receive new product designs and – again facilitated through direct marketing channels – don’t have to place orders. The marketing system is primarily built on central distribution of products based on enormous amounts of market, customer and sales data. The H&M Club loyalty programme has created new opportunities in the fashion industry: now the economies of scale arise in the retail stage and not, as before, in the manufacturing stage. H&M builds customer relationships by using transactions and H&M Club databases for contact, feedback and communication, canalized through H&M Club. Thanks to the tracking opportunities of the app, H&M can collect customer data with a higher precision while having the opportunity to quickly reach customers with offers via the app, e-mail and SMS. Even in the store, customers get a lot of help from the app in, for example, finding what they are looking for – and H&M can collect large amounts of data on how customers move around in the store.


                     H&M has innovated the industry



H&M’s history began in Sweden a few years after the end of World War II. Founder Erling Persson was inspired during a trip to the USA and, upon his return, opened his first store, where he sold women's clothing under the name Hennes (Swedish for ‘hers’). The business idea was to sell fashionable clothes of high quality at attractive prices – and H&M, like many other successful companies, has largely stuck to its core ideas over time. Beginning in 1968, Persson started selling men’s clothes as well through acquiring a store – Mauritz – in Sweden’s capital Stockholm. The Persson family still has a strong influence in the company and owns 60 per cent of the shares. As recently as 2020 the founder’s grandson Karl-Johan Persson was CEO, but his two successors since then don’t belong to the family.


                     International expansion



H&M started early with international expansion and has continued to grow by applying an internationalization strategy that began with countries that mentally and culturally resemble Sweden, gradually moving on to countries and continents where mental and cultural familiarity is more limited. In 2000, the first stores in the USA opened in Manhattan, and now there are more than 500. While the USA has the highest number of stores, Germany is H&M’s largest market by sales. The first store in Australia opened in 2014 – just after TopShop and Zara came to the country – and since then, H&M has also expanded significantly there and kept around 20 stores. The old days of opening many stores very close to each other at a fast pace are gone – H&M has, like its competitors, changed the view of market coverage and now considers the increasingly important online sales in making its products available.


The H&M Group now offers clothing, accessories, footwear, cosmetics, home textiles and homeware sold through 10 brands: H&M with 3,832 stores, COS (238), Weekday (49), Monki (59), H&M HOME (34), & Other Stories (71), ARKET (36) and Afound, which operates as a third-party website that offers fashion, beauty and interior products from brands within and outside the H&M Group, including competitors such as Levi’s and Mads Nørgaard along with upmarket brands such as Stuttenheim. Beyond these nine fully owned brands, H&M keeps 70 per cent of the shares in second-hand online provider Sellpy. The H&M Group has also invested in start-ups such as Smartex, Infinited Fiber and Colorifix. The H&M Group also includes business ventures that aim at building scalable businesses, to engage with and create value for customers, and to explore new revenue streams. Examples include Singular Society and Creator Studio, initiatives taken to improve the customer experience and enable scaling and commercialization of recycled and sustainably sourced materials. H&M clearly communicates its attempts to reach ambitious and contradictory goals that combine company growth and profit with a reduction in carbon emissions.


                     Is H&M fit for the future?



With 143,000 employees globally, stores in 77 markets, 60 of which also offer online sales, 236 billion SEK in net sales, and 85 per cent recycled or sustainably sourced materials, H&M should be fit for a future where the conflict between consumers’ desire to consume and sustainability concerns exists.


                                                                                                        However, the outcome is not clear. On the one hand, H&M's marketing channel strategy, which focuses on city centres where many fashion-interested individuals pass through, has been very successful. Expensive branded clothes have traditionally been sold in city centres, while budget brands have been sold in shopping malls and outlets far from the city centre. If H&M had established stores in areas with low rent – the usual approach for budget brands – they would have had both a completely different customer profile and a different and weaker brand profile. H&M often appears in fashion magazines such as Cosmopolitan, Vogue, Elle and Marie Claire, and the reason H&M is there is the direct route to fashion-conscious celebrities and important affluent customers that attractive store locations have resulted in. In New York, for instance, this means many celebrities and others with significant influence on what consumers buy. Fashion trends are created, with few exceptions, in metropolitan areas. On the other hand, various challenges in the larger environment exist. H&M closed 300 stores in 2018 and 2019, weak sales results were reported, and analysts argued that H&M faced clearer competition from other fashion stores like Zara and Asos. The stockpile of unsold goods grew. In addition, customers became more sustainability-oriented – this was when the Swede Greta Thunberg was frequently exposed in various media channels with her ‘Fridays for Future’ movement – and H&M’s profiling towards sustainable fashion at the time was questioned by several stakeholder groups. Some scandals erupted and created negative publicity. One example is a hoodie that H&M sold, modelled by a small black boy, with the print ‘Coolest Monkey in the Jungle’. The image soon reached social media and gained significant – primarily negative – attention. H&M apologized.


                     Fast fashion criticism – a tough challenge for H&M



The criticism of fast fashion is, most likely, here to stay. It contributes to high levels of pollution, waste and resource depletion. The production processes often use toxic chemicals, excessive water and energy. This leads to water pollution, increased carbon emissions, and textile waste in landfills. The industry relies heavily on non-renewable resources like synthetic fibres derived from fossil fuels. Cotton farming requires large amounts of water and pesticides, and harms ecosystems. Synthetic fibres like polyester shed microplastics during washing. These microplastics pollute waterways, harm marine life, and enter the food chain, posing health risks.


From a consumer culture perspective, fast fashion promotes a throwaway culture where clothing is quickly discarded, resulting in massive textile waste. The garments have a tendency to end up in landfills or incinerators, contributing to environmental degradation. In addition, fast fashion often involves poor working conditions, low wages and exploitation of workers in developing countries. The push for rapid production and low costs leads to labour rights violations.


Last, but not least, and crucial from a marketing perspective, the constant release of new collections encourages overconsumption. This unsustainable consumer behavior strains natural resources and exacerbates environmental impacts.


                                To reach the global climate goals, companies have to adopt sustainable practices, improve labour conditions, reduce waste, and promote more conscious consumer behaviour. But are consumers willing to buy from companies that compromise with the raison d’être of marketing: being competitive through offering the right product at the right price in the right marketing channel?


H&M was one of the forerunners of fast fashion, as such it has difficulties distancing itself from its basic philosophy. Although the long-term impacts of fast fashion were not widely recognized or discussed as the concept emerged, H&M, like some other brands, has become tightly associated with the concept of offering the latest styles at low prices. If it worked perfectly a few decades ago, it is now more unclear what consumers prefer. Do they enjoy the opportunity to frequently update their wardrobes with the latest fashion trends, mirroring the styles seen on runways and celebrities, or do they see sustainability as a more important purchase criterion?


If today’s markets are characterized by strong influences of protectionism, and sourcing locally, it was very different when fast fashion first came important. Meanwhile, a transition from a focus on cost, convenience and staying fashionable to environmental and social sustainability concerns is not as unequivocal as it may appear. Consumers still enjoy low prices and the very essence of fast fashion – to be able to dress properly, at an attractive price.


The future of fast fashion is not clear, and H&M is facing a tricky balancing act of offering attractive products while taking sustainability demands seriously, at least to a sufficient extent to avoid stakeholder criticism.


                     Competitors share H&M’s social and environmental sustainability challenges



H&M is not alone in practising fast fashion. Some of the most notable fast-fashion brands include, but are not limited to, Zara, owned by Inditex, known for its quick turnaround from design to store shelves, like H&M often introducing new collections multiple times a season, Forever 21, Uniqlo, and Mango, along with online fashion retailers ASOS, Primark and Shein. The latter was founded in China in 2008, and is currently headquartered in Singapore, and grew to become the world's largest online fashion retailer in 2022.


A long-term problem for fashion companies is that the business model is based on pressing costs, which in the long run can create unsustainable supplier conditions. An important question to ask against the backdrop of what we have just discussed is whether the entire business model is thus unsustainable. Companies like H&M create jobs and development in low-wage countries on the one hand. On the other hand, the constant pursuit of cost reduction creates grounds for unsustainable conditions among suppliers. The fact that these issues are problematic is emphasized by the fact that companies like Walmart and H&M today increasingly work for, for example, higher wages among suppliers. The insight thus seems to be that sustainable relationships must apply all the way to the third-world suppliers. For these reasons, H&M’s sustainability work is closely scrutinized from various stakeholder groups.


These concerns include, but are not limited to:

  
	                                Environmental impact: The fashion industry is one of the largest consumers of water and a significant contributor to pollution. Fast-fashion production processes are water-intensive, depleting freshwater resources. Fast fashion promotes a culture of disposability, leading to massive textile waste. According to the Ellen MacArthur Foundation, less than 1 per cent of materials used to produce clothing are recycled into new clothing. The production and distribution contribute significantly to greenhouse gas emissions. The company's extensive use of energy-intensive processes and global logistics results in a substantial carbon footprint.

	                                Social impact: H&M has faced criticism for poor labour practices, including low wages, poor working conditions, and exploitation in countries like Bangladesh, Cambodia and China. These issues reflect broader concerns about the ethics of fast-fashion supply chains.




                                                                                In response to these challenges, H&M has implemented several initiatives aimed at improving sustainability, including conscious collections that use more sustainable materials like organic cotton, recycled polyester, and Tencel; a global garment collection programme where customers can bring unwanted clothes for recycling; increased use of renewable energy; and a fair living wage strategy. But does it really solve the problem – or is fast fashion simply out of fashion?


                     Questions:


          
	        Describe the sustainability challenges H&M faces and how these challenges impact its business model.

	        How has H&M innovated within the fashion industry, and what role does this innovation play in the company’s sustainability efforts?

	        Evaluate the impact of consumer culture and fast fashion on H&M’s sustainability challenges.

	        What strategies has H&M implemented to address its sustainability challenges, and how effective are these strategies?

	        How does H&M’s fast-fashion model create both opportunities and challenges in terms of sustainability?

	        Given the ongoing criticism of fast fashion, is H&M’s business model sustainable in the long run?

	        How do competitors like Zara, ASOS, and Shein compare to H&M in terms of addressing sustainability concerns?

	        Can fast fashion ever be truly sustainable, and what role does H&M play in this debate?




                                                                                                                                                                                Sources: Ellen MacArthur Foundation. (2017) ‘A new textiles economy: redesigning fashion’s future’, https://www.ellenmacarthurfoundation.org/assets/downloads/A-New-Textiles-Economy_Full-Report_Updated_1-12-17.pdf; H&M Group. (2023) H&M Group Sustainability Report 2023, https://hmgroup.com/sustainability/sustainability-reporting/; Remy, N., Speelman, E. and Swartz, S. (2016). ‘Style that’s sustainable: a new fast-fashion formula.’ McKinsey & Company. Retrieved from https://www.mckinsey.com/business-functions/sustainability/our-insights/style-thats-sustainable-a-new-fast-fashion-formula; Pookulangara, S. and Shephard, A. (2013) ‘Slow fashion movement: understanding consumer perceptions—an exploratory study’, Journal of Retailing and Consumer Services, 20(2), 200–206; Fair Wage Network. (2018) H&M Fair Living Wage Strategy, https://fair-wage.com/en/fair-living-wage/hm-fair-living-wage-strategy.html; Kant, R. (2012) ‘Textile dyeing industry an environmental hazard’, Natural Science, 4(1), 22–26, https://www.scirp.org/journal/paperinformation.aspx?paperid=16703; Schmitt, B., Brakus, J. and Biraglia, A. (2022) ‘Consumption ideology’, Journal of Consumer Research, 49(1), June, 74–95; HM Group at a Glance, https://hmgroup.com/about-us/; https://hmgroup.com/about-us/markets-and-expansion/.

  


  It is often the case that a company that goes on an export adventure discovers it should have stayed in the home market because it did not have the necessary competences to start exporting. Chapter 1 discusses competences and international marketing strategies from the value chain perspective. Chapter 2 discusses the major motivations of the company to internationalize. Chapter 3 concentrates on some central theories that explain companies’ internationalization processes. Chapter 4 discusses the concept of international competitiveness from a macro level to a micro level.





                                                                    Chapter 1 International marketing in the company


   6       Learning Objectives
 
 After studying this chapter you should be able to:

  
	        Explain what globalization is.

	        Understand and describe how an international marketing plan is developed.

	        Compare the international and marketing management style of SMEs (small and medium-sized enterprises) and LSEs (large-scale enterprises).

	        Describe why a company seeks to globalize.

	        Explain how a ‘global marketing’ concept is developed.

	        Identify the forces for international integration and market responsiveness.

	        Discuss different ways of internationalizing the value chain.

	        Understand the role of technology in creating customer experience.

	        Explain what the virtual value chain is.



 






               7                        1.1 Introduction to globalization


  At the time of writing, the world is still in recovery from the COVID-19 pandemic, and is experiencing a wave of geopolitical turbulence. International companies are increasingly seeking security and resilience over the benefits of global value chains (GVCs) and are looking closer to home for partners. After nearly a century of progressive globalization, the global market is experiencing what has been termed ‘slowbalization’, and even ‘deglobalization’. While the first signs of a slow-down were evident in the wake of the 2008 financial crisis, that trend has gathered pace following the pandemic and successive global conflicts (e.g. Ukraine and Gaza). Even efforts to combat climate change, which have provided a common incentive for countries and business to work together, have slowed amid concerns about energy security. Countries are increasingly looking closer to home for renewable energy.

                                                          Yet trade barriers between countries remain open and advances in information technology mean that international trade is still growing faster than domestic trade. With the greater connectivity and cooperation among countries, the global stage is very much an arena in which companies can seek to thrive.1





                                 1.2 The process of developing the international marketing plan



                                                        This book has a clear decision-oriented approach, and is structured according to the five main decisions that marketing people in companies face in connection with the international marketing process. The 18 chapters are divided into five parts (Figure 1.1).

                                                                       Figure 1.1 The five-stage decision model in international marketing

[image: Global marketing programme]




                                In the end, a company’s global competitiveness is mainly dependent on the end-result of the international marketing stages: the global marketing plan (see Figure at the end of the Preface). The purpose of the marketing plan is to create sustainable competitive advantages in the international marketplace. Generally, companies go through some kind of mental process in developing international marketing plans. In small and medium-sized enterprises (SMEs) this process is normally informal; in larger organizations it is often more systematized. The Figure in the Preface offers a systematized approach to developing an international marketing plan – the stages are illustrated using the most important models and concepts, which are explained and discussed throughout the chapters. Readers are advised to return to this figure throughout the book.





               8                        1.3 Comparison of the international marketing and management style of SMEs and LSEs


                                                                                                                                                                                                          Today, many large multinationals (such as IBM, Philips, GM and ABB) have downsized operations, and in reality many >LSEs act like a confederation of small, autonomous, entrepreneurial and action-oriented companies. One can always question the change in orientation of >SMEs. Some studies (e.g. Bonaccorsi, 1992)2 have rejected the widely accepted proposition that company size is positively related to export intensity. Furthermore, many researchers (e.g. Julien et al., 1997)3 have found that SMEs as exporters do not behave as a homogeneous group.

                                                          Table 1.1 gives an overview of the main qualitative differences between management and marketing styles in SMEs and LSEs. We will discuss each of the headings in turn.

                                                                        Table 1.1 The characteristics of LSEs and SMEs



	

	LSEs
	SMEs



	Resources

	
Many resources 
Internalization of resources
Coordination of:

–personnel

– financing

– market knowledge, etc.


	
Limited resources
Externalization of resources (outsourcing of resources)



	Formation of strategy/decision-making processes

	
Deliberate strategy formation (Mintzberg, 1987; Mintzberg and Waters, 1985) (see Figure 1.3)
Adaptive decision-making mode in small incremental steps (logical incrementalism) (e.g. each new product: small innovation for the LSE) (see Figure 1.4)Formal/hierarchical

Independent of one person


	
Emergent strategy formation (Mintzberg, 1987; Mintzberg and Waters, 1985) (see Figure 1.3)

The entrepreneurial decision-making model (e.g. each new product: considerable innovation for the SME) (see Figure 1.5)
The owner/manager is directly and personally involved and will dominate all decision-making throughout the enterprise Informal
The owner/entrepreneur usually has the power/charisma to inspire/control a total organization






	Risk-taking

	
Mainly risk-averse
Focus on long-term opportunities
	
Sometimes risk-taking/sometimes risk-averse
Focus on short-term opportunities



	Flexibility
	Low
	High



	Take advantage of economies of scale and economies of scope
	Yes
	Only limited



	Use of information sources

	
Use of advanced techniques:

– databases

– external consultancy
– internet
	
Information gathering in an informal manner and an inexpensive way:

– internal sources
– face-to-face communication






                                                        (Mintzberg, 1987; Mintzberg and Waters, 1985).4


   9                        Resources


    
	                                Financial. A well-documented characteristic of SMEs is the lack of financial resources due to a limited equity base. The owners put only a limited amount of capital into the business, which quickly becomes exhausted.

	                                Business education/specialist expertise. In contrast to LSEs, a characteristic of SME managers is their limited formal business education. Traditionally, the SME owner/manager is a technical or craft expert and is unlikely to be trained in any of the major business disciplines. Therefore specialist expertise is often a constraint because managers in small businesses tend to be generalists rather than specialists. In addition, international marketing expertise is often the last of the business disciplines to be acquired by an expanding SME; finance and production experts usually precede the acquisition of a marketing counterpart. Therefore it is not unusual to see owners of SMEs closely involved in sales, distribution, price-setting and, especially, product development.







                                   Formation of strategy/decision-making processes


                                                          As is seen in Figure 1.2, the realized strategy (the observable output of an organization’s activity) is a result of the mix between the intended (‘planned’) strategy and the emergent (‘not planned’) strategy. No companies form a purely deliberate or intended strategy. In practice, all enterprises will have some elements of both intended and emergent strategies.

                                                                         Figure 1.2 The intended and emergent strategy

[image: Strategy types]

                                                        Source: "Mintzberg, H. (1987). The Strategy Concept I: Five Ps for Strategy. California Management Review, 30(1), 11-24., Copyright Sage Publications. https://doi.org/10.2307/41165263.


  In the case of the deliberate (planned) strategy (mainly LSEs), managers try to formulate their intentions as precisely as possible and then strive to implement these with a minimum of distortion. 

                                                                                                                                                                                                                                                          This planning approach ‘assumes a progressive series of steps of goal setting, analysis, evaluation, selection and planning of implementation to achieve an optimal long-term direction for the organization’ (Johnson, 1988).5.Another approach for the process of strategic management is so-called logical incrementalism (Quinn, 1980),6 where continual adjustments in strategy proceed flexibly and experimentally. If such small movements in strategy prove successful then further development of the strategy can take place. According to Johnson (1988)7 managers may well see themselves as managing incrementally, but this does not mean that they succeed in keeping pace with environmental change. Sometimes the incrementally adjusted strategic changes and the environmental market changes move apart and a strategic drift arises (see Figure 1.3).

   10                                                                          Figure 1.3 Incremental change and strategic drift

[image: Strategic drift]

                                Source: Based on Johnson, Whitington and Scoles’ version of Strategic drift (Pearson, 2011).


                                  Exhibit 1.1 gives an example of strategic drift.
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                     Exhibit 1.1



                     LEGO’s strategic drift



Today LEGO is among the three world’s biggest toymakers, together with Hasbro and Bandai Namco. But things have not always been so rosy. In 2003, the company suffered a net loss of approximately US$3.19 billion. LEGO strongly believed that its unique concept was superior to other products, but the company was under pressure in the competition for children’s time. The famous LEGO bricks were under increasing competition from TV, videos and the internet. It seemed that in LEGO’s case there was a ‘strategic drift’ around 2003 – the LEGO management’s blind faith in its unique and pedagogical toys was not in harmony with the way in which the world was developing. Many working parents had less and less time to ‘control’ their children’s play habits, and spectacular computer games were displacing the ‘healthy’ and pedagogical toys produced by LEGO. These fast-moving developments forced LEGO to re-evaluate its strategy regarding product programmes and marketing.


LEGO had been trying to extend its traditional concepts and values into media products for children aged 2–16 years. These new categories – including PC and console software, books, magazines, TV, film and music – aimed to replicate the feelings of confidence and trust already long established among children and their parents. It also went high-tech with products such as Mindstorms, and its Bionicles toys appeared in a full-length animated feature film.

 
[image: Outdoor display of colourful Lego houses.]

                                Source: AW Photography/Alamy Stock Photo.



After the huge loss sustained in 2003, LEGO returned to its former core concept. In order to ensure increased focus on the core business, in the autumn of 2004 the LEGO Group decided to sell off the LEGOLAND Parks. It would focus more on building bricks as its main product, concentrating on small kids’ eagerness to assemble.


By 2023 the LEGO Group had reported increased revenues that outperformed its competitors in a generally declining toy market. The success was partly attributed to a focus on creating fun, safe digital experiences for children and a stepping-up of strategic initiatives to deliver sustainable long-term growth and relevance. This included building two new factories in Virgina (USA) and Vietnam, and increasing capacity in existing factories in Mexico, the Czech Republic and China.


Moving forward, the challenge for LEGO is in staying relevant as a company whose core business is producing plastic toys. The development of the factory sites marks part of the focus on initiatives that will reduce its environmental impact, as increasing its international manufacturing network and locating supply chains close to major markets will help ensure a short, efficient supply to chain to respond to shifting consumer demands and reduce carbon footprint.


The Group is moving towards using more sustainable materials, expanding its use of renewable energy, and has a target to reduce carbon emissions by 37 per cent by 2032. It has pledged to achieve net-zero greenhouse gas emissions across its full supply chain by at least 2050.


The LEGO website gives more details of its sustainability strategy, and its particular focus on making a positive impact for children. Highlights of 2023 include the ‘Build the change’ scheme – which aims to give children a voice to explore ideas for creating a better future, with LEGO at its heart. For example, in 2023 children local to the new factory site in the USA were invited to contribute ideas to make the site more welcoming to animals, plants and visitors. Their ideas will be incorporated into the final design.


LEGO has also made the commitment to transition from single-use plastic bags to paper-based bags inside the boxes by the end of 2025.


LEGO have responded to letters from young fans asking for more toys that represent them. This has led to the development of the new LEGO Friends Universe, released in 2023, which includes diverse characters from different ethnic and cultural backgrounds with physical and non-visible disabilities.


                                Source: Based on www.lego.com and other different public media; https://www.lego.com/en-gb/sustainability/reporting?locale=en-gb; https://toyworldmag.co.uk/lego-group-shows-market-share-growth/

  


                                                                                                          On the other hand, the SME is characterized by the entrepreneurial decision-making model (Figure 1.4). Here more drastic changes in strategy are possible because decision-making is intuitive, loose and unstructured. In Figure 1.4 the range of possible realized strategies is determined by an interval of possible outcomes. SME entrepreneurs are noted for their propensity to seek new opportunities, and this natural propensity for change, inherent in entrepreneurs, can lead to considerable changes in the enterprise’s growth direction. Because the entrepreneur changes focus, this growth is not planned or coordinated and can therefore be characterized by sporadic decisions that have an impact on the overall direction in which the enterprise is going.

   12                                                                          Figure 1.4 The entrepreneurial decision-making model

[image: Strategy changes over time]







                                 Organization



Compared with LSEs, the employees in SMEs are usually closer to the entrepreneur and, because of the entrepreneur’s influence, these employees must conform to his or her personality and style if they are to remain employees.





                                 Risk-taking



There are, of course, different degrees of risk. Normally the LSEs will be risk-averse because of their use of a decision-making model that emphasizes small incremental steps with a focus on long-term opportunities.


In SMEs, risk-taking depends on the circumstances. It can occur in situations where the survival of the enterprise may be under threat, or where a major competitor is undermining the activities of the enterprise. Entrepreneurs may also be taking risks when they have not gathered all the relevant information, and thus may have ignored some important facts in the decision-making process.


On the other hand, there are, of course, some circumstances in which an SME will be risk-averse. This often occurs when an enterprise has been damaged by previous risk-taking and the entrepreneur is reluctant to take any kind of risk until confidence returns.





                                 Flexibility



Because of the shorter communication lines between the enterprise and its customers, SMEs can react more quickly and in a more flexible way to customer enquiries.





                                   Economies of scale and economies of scope


                       Economies of scale


                                                          Accumulated volume in production and sales will result in lower cost price per unit due to ‘experience curve effects’ and increased efficiency in production, marketing, etc. Building an international presence automatically expands a company’s scale of operations, giving it larger production capacity and a larger asset base. However, larger scale will create a competitive advantage only if the company systematically converts scale into >economies of scale.
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                     Exhibit 1.2



                     Economies of scale with Netflix



Economies of scale are usually associated with manufacturing, but opportunities in the software (digital goods) marke, have generally been viewed as limited. However, Netflix is proving this notion wrong. In 2024, Netflix was the biggest global streaming service, reporting 260 million global paid memberships, comfortably ahead of competitors such as Amazon Prime and Disney.


The streaming service has reached a massive scale in subscribers, using a business model that is built to take advantage of economies of scale. For example, while Netflix might spend $100 million to produce a movie, it will not cost the company any more whether 25 million or 50 million people view it. This means that (after costs of creating and buying content are accounted for), each added subscriber's contribution goes straight on the bottom line.


The benefits of these economies of scale are best illustrated by the company’s operating margin, which rose from 4.3 per cent to 20.6 per cent between 2016 and 2023. In that same time, revenue has grown from $8.8 billion to $33.7 billion. Netflix predicted operating margins of between 22 per cent and 23 per cent in 2024. 


Netflix benefitted from changing consumer habits during lockdowns of the COVID-19 pandemic. In 2020 alone, it attracted more than 36 million new subscribers. However, as people returned to their pre-pandemic lifestyles, demand for in-home entertainment started to fall. Coupled with this, after a decade of little competition, rival streaming services which were started during the pandemic years are growing into threats. The streaming landscape is now very competitive and consumers are offered an enormous number of options. Thanks in part to its first-mover advantage, Netflix still stands out because of its massive scale. It added nearly 13 million new customers in the final quarter of 2023.


While some markets, such as the USA and Canada, are close to a saturation point, other countries across the globe offer opportunities for long-term business growth. The economies of scale offered by the model continue to serve Netflix. It is able to spend more on producing and licensing fresh content, while at the same time spreading these large content costs out over a bigger membership base.

 
[image: Two handheld gaming devices.]

        Nintendo Game Boy

                                Source: Ian Leonard/Alamy Images.



                                Source: based on various public sources. https://www.nasdaq.com/articles/3-things-about-netflix-that-smart-investors-know

  


                                                          In principle, the benefits of economies of scale can appear in different ways (Gupta and Govindarajan, 2001):8

    
	        Reducing operating costs per unit and spreading fixed costs over a larger volume due to experience curve effects.

	        Pooling global purchasing gives the opportunity to concentrate global purchasing power over suppliers. This generally leads to volume discounts and lower transaction costs.

	        A larger scale gives the global player the opportunity to build centres of excellence for the development of specific technologies or products. In order to do this, a company needs to focus a critical mass of talent in one location.



   14   Because of size (bigger market share) and accumulated experience, the LSEs will normally take advantage of these factors. SMEs tend to concentrate on lucrative, small market segments. Such market segments are often too insignificant for LSEs to target, but can be substantial and viable in respect of the SME. However, they will only result in a very limited market share of a given industry.

                       Economies of scope


  Synergy effects and global scope can occur when the company is serving several international markets: global scope is not taking place if an international marketer is serving a customer that operates in just one country. The customer should purchase a bundle of identical products and services across a number of countries. This global customer could source these products and services either from a horde of local suppliers or from a single global supplier (international marketer) that is present in all of its markets. Compared with a horde of local suppliers, a single global supplier (marketer) can provide value for the global customer through greater consistency in the quality and features of products and services across countries, faster and smoother coordination across countries and lower transaction costs.

                                                                                                          The challenge in capturing the >economies of scope at a global level lies in being responsive to the tension between two conflicting needs: the need for central coordination of most marketing mix elements, and the need for local autonomy in the actual delivery of products and services (Gupta and Govindarajan, 2001).9

  The LSEs often serve many different markets (countries) on more continents and are thereby able to transfer experience acquired in one country to another. Typically, SMEs serve only a very limited number of international markets outside their home market. Sometimes the SME can make use of economies of scope when it enters into an alliance or a joint venture with a partner who has what the particular SME is missing in the international market in question: a complementary product programme or local market knowledge.

  Another example of economies of scale and scope can be found in the world car industry. Most car companies use similar engines and gearboxes across their entire product range so that the same engines or gearboxes can be installed in different models of cars. This generates enormous potential cost savings for companies such as Ford or Volkswagen. It provides both economies of scale (decreased cost per unit of output), by producing a larger absolute volume of engines or gearboxes, and economies of scope (reusing a resource from one business/country in additional businesses/countries). It is not surprising that the car industry has experienced a wave of mergers and acquisitions aimed at creating larger international car companies of sufficient size to benefit from these factors.





                                   Use of information sources


  Typically, LSEs rely on commissioned market reports produced by reputable (and well-paid!) international consultancy companies as their source of vital international marketing information. SMEs usually gather information in an informal manner through the use of face-to-face communication. The entrepreneur is able to synthesize this information unconsciously and use it to make decisions. The acquired information is mostly incomplete and fragmented, and evaluations are based on intuition and often guesswork. The whole process is dominated by the desire to find a circumstance that is ripe for exploitation.

                                                          Furthermore, the demand for complex information grows as the SME selects a more and more explicit orientation towards the international market and as the company evolves from a production-oriented (‘upstream’) to a more marketing-oriented (‘downstream’) company (Cafferata and Mensi, 1995)).10

   15                                                           As a reaction to pressures from international markets, both LSEs and SMEs evolve towards a globally integrated but market-responsive strategy. However, the starting points of the two company types are different (see Figure 1.2). The huge international companies have traditionally based their strategy on taking advantage of economies of scale by launching standardized products on a worldwide basis. These companies have realized that a higher degree of market responsiveness is necessary to maintain competitiveness in national markets. On the other hand, SMEs have traditionally regarded national markets as independent of each other. However, as international competences have evolved, they have begun to realize that there is interconnectedness between their different international markets. They now recognize the benefits of coordinating the different national marketing strategies in order to utilize economies of scale in research and development (R&D), production and marketing.





                                 1.4 Should the company internationalize at all?



                                                                                                                                                        In the face of >globalization and an increasingly interconnected world, many companies attempt to expand their sales into foreign markets. International expansion provides new and potentially more profitable markets, helps to increase the company’s competitiveness, and facilitates access to new product ideas, manufacturing innovations and the latest technology. However, >internationalization is unlikely to be successful unless the company prepares in advance. Advance planning has often been regarded as important to the success of new international ventures (Knight, 2000).11


                                                                                                                                                        Solberg (1997)12 discusses the conditions under which the company should ‘stay at home’ or further ‘strengthen the global position’ as two extremes (see Figure 1.5). The framework in Figure 1.2 is based on the dimensions industry globalism and preparedness for internationalization.

                                                                       Figure 1.5 The nine strategic windows

[image: Industry globalism and internationalisation preparedness]

                                                        Source: Solberg, C.A. (1997) ‘A framework for analysis of strategy development in globalizing markets’, Journal of International Marketing, 5(1), pp. 9–30 Copyright © American Marketing Association.






                                   Industry globalism


   16                                                           In principle, the company cannot influence the degree of industry globalism, as it is mainly determined by the international marketing environment. Here the strategic behaviour of companies depends on the international competitive structure within an industry. In the case of a high degree of industry globalism there are many interdependencies between markets, customers and suppliers, and the industry is dominated by a few large, powerful players (global), whereas the other end (local) represents a multidomestic market environment, where markets exist independently of one another. Examples of very global industries are those making smartphones, apps for smartphones, IT (software), films and aircraft (the two dominant players being Boeing and Airbus). Examples of more local industries are those that are more culture-bound, such as hairdressing, foods and dairies (e.g. brown cheese in Norway).





                                 Preparedness for internationalization



                                This dimension is mainly determined by the company. The degree of preparedness is dependent on the company’s ability to carry out strategies in the international marketplace, i.e. the actual skills in international business operations. These skills or organizational capabilities may consist of personal characteristics (e.g. language, cultural sensitivity), managers’ international experience or financial resources. The well-prepared company (mature) has a good basis for dominating the international markets and consequently it would gain higher market share.


                                                                                                        In the global/international marketing literature the ‘staying at home’ alternative is not discussed thoroughly. However, Solberg (1997)13 argues that with limited international experience and a weak position in the home market there is little reason for a company to engage in international markets. Instead the company should try to improve its performance in its home market. This alternative is window number 1 in Figure 1.5.


                                                                                                                                                                                                        If the company finds itself in a global industry as a dwarf among large multinational companies, Solberg (1997)14 argues that it may seek ways to increase its net worth so as to attract partners for a future buyout bid. This alternative (window number 7 in Figure 1.5) may be relevant to SMEs selling advanced high-tech components (as subsuppliers) to large industrial companies with an international network. In situations with fluctuations in the international demand, the SME (with limited financial resources) will often be financially vulnerable. If the company has already acquired some competence in international business operations, it can overcome some of its competitive disadvantage by going into alliances with companies that have complementary competences (window number 8). The other windows in Figure 1.5 are further discussed by Solberg (1997).15





                                   1.5 Development of the ‘global marketing’ concept


                                                          Basically ‘global marketing’ consists of finding and satisfying global customer needs better than the competition, and coordinating marketing activities within the constraints of the international environment. The nature of the company’s response to international market opportunities depends greatly on the management’s assumptions or beliefs, both conscious and unconscious, about doing business around the world. This world view of a company’s business activities can be described according to the EPRG framework (Perlmutter, 1969; Chakravarthy and Perlmutter, 1985),16 the four orientations of which are summarized as follows:

            
	                                Ethnocentric: the home country is superior and the needs of the home country are most relevant. Essentially the headquarters extends its ways of doing business to its foreign affiliates. Controls are highly centralized, and the organization and technology implemented in foreign locations will be largely the same as in the home country.

	                                Polycentric (multidomestic): each country is unique and should therefore be targeted in a different way. The polycentric enterprise recognizes that there are different conditions for production and marketing in different locations, and tries to adapt to those different conditions in order to maximize profits in each location. The control is highly decentralized among affiliates, and communication between headquarters and affiliates is limited.

	                                Regiocentric: the world consists of regions (e.g. Europe, Asia, the Middle East). The company tries to integrate and coordinate its marketing programme within regions, but not across them.

	                                Geocentric (global): the world is getting smaller and smaller. The company may offer international product concepts but with local adaptation (‘think global, act local’).



   17   The regio- and geocentric company (in contrast to the ethnocentric and polycentric company) seeks to organize and integrate production and marketing on a regional or international scale. Each international unit is an essential part of the overall multinational network, and communications and controls between headquarters and affiliates are less top-down than in the case of the ethnocentric company.

                                                          Many international markets are converging, as communication and logistic networks are integrated on an international scale. At the same time, other international markets are becoming more diverse as company managers are encountering economic and cultural heterogeneity. This means that companies need to balance tensions in adapting to different demands from customers in divergent markets, which require different skills and resources while attempting to transfer knowledge and learning between the established markets and these new markets (Douglas and Craig, 2011).17

  This leads us to a definition of global marketing:

   


Global marketing is defined as the company’s commitment to coordinate its marketing activities across national boundaries in order to find and satisfy global customer needs better than the competition. This implies that the company is able to:

  
	        develop a global marketing strategy, based on similarities and differences between markets;

	        exploit the knowledge of the headquarters (home organization) through worldwide diffusion (learning) and adaptations;

	        transfer knowledge and ‘best practices’ from any of its markets and use them in other international markets.



  


  There follows an explanation of some key terms:

    
	                                Coordinate its marketing activities: coordinating and integrating marketing strategies and implementing them across global markets, which involves centralization, delegation, standardization and local responsiveness.

	                                Find global customer needs: this involves carrying out international marketing research and analyzing market segments, as well as seeking to understand similarities and differences in customer groups across countries.

	                                Satisfy global customers: adapting products, services and elements of the marketing mix to satisfy different customer needs across countries and regions.

	                                Being better than the competition: assessing, monitoring and responding to global competition by offering better value, lower prices, higher quality, superior distribution, great advertising strategies or superior brand image.



                                                          The second part of the global marketing definition is also illustrated in Figure 1.6 and is further commented on in the following.

   18                                                                          Figure 1.6 The glocalization framework

[image: Global marketing strategies]



                                                                                  This international marketing strategy strives to achieve the slogan ‘think globally, but act locally’ (the so-called ‘>glocalization’ framework) through dynamic interdependence between headquarters and subsidiaries. Organizations following such a strategy coordinate their efforts, ensuring local flexibility while exploiting the benefits of international integration and efficiencies, as well as ensuring worldwide diffusion of innovation (see Exhibit 1.5).

                                                          Principally, the value chain function should be carried out where there is the highest competence (and the greatest cost-effectiveness), and this is not necessarily at head office (Bellin and Pham, 2007).18

                                                          The two extremes in international marketing, globalization and localization, can be combined into the ‘glocalization’ framework, as shown in Figure 1.6.

                                                          A key element in knowledge management is the continuous learning from experiences. In practical terms, the aim of knowledge management as a learning-focused activity across borders is to keep track of valuable capabilities used in one market that could be used elsewhere (in other geographical markets), so that companies that apply geocentric approach can continually update their knowledge. This is also illustrated in Figure 1.7 with the transfer of knowledge and ‘best practices’ from market to market. However, knowledge developed and used in one cultural context is not always easily transferred to another. The lack of personal relationships, the absence of trust and ‘cultural distance’ all conspire to create resistance, frictions and misunderstandings in cross-cultural knowledge management.

                                                                         Figure 1.7 The principle of transferring knowledge and learning across borders

[image: Core global business strategy]



                                                          With globalization becoming a centre-piece in the business strategy of many companies – be they engaged in product development or providing services – the ability to manage the ‘global knowledge engine’ to achieve a competitive edge in today’s knowledge-intensive economy is one of the keys to sustainable competitiveness. However, in the context of international marketing the management of knowledge is de facto a cross-cultural activity, whose key task is to foster and continually upgrade collaborative cross-cultural learning (this will be further discussed in Chapter 14). Of course, the kind and/or type of knowledge that is strategic for an organization and which needs to be managed for competitiveness varies, depending on the business context and the value of different types of knowledge associated with it.
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                     Exhibit 1.3



                     Zara’s localization strategy



Founded in 1975, Zara is one of the world’s largest fashion retailers. It operates over 2,200 stores in 96 countries. Thanks to its agile production processes, it releases approximately 20,000 new designs a year, and new designs are in stores within two weeks. Zara’s revenue has seen steady growth over the years, reaching €23.76 billion in 2022 from €10.80 billion in 2013.


The key to Zara’s success is its unique business model and focus on localization strategy. The production process has been created so that the Spanish design team works closely with each store manager to localize the merchandise available in every location. The conventional supply chain sequence (design–production–store) has been turned on its head. Zara starts by looking first at market signals and designing clothes to meet them, rather than designers making all the initial decisions and hoping they match demand. There is no chief designer – hundreds of designers work together in response to market information to shape products that are relevant for each region. Materials are only sourced when the most up-to-date market information is available. Zara also benefits from quick-response manufacturing, with most factories working exclusively for the brand in Spain, where it has its headquarters. Distribution centres use state-of-the-art, automated conveyors and retrieval systems combined with sophisticated software to enable fast despatch to stores.


The emergence of online retail has meant increased opportunities in fast fashion, and Zara continues to record increased online sales growth. The company ensures that their online shoppers can browse and learn about the products they are considering buying in their own language. All EU member states now have their own Zara website which is available in over 20 EEA languages. Swiss shoppers, for example, can even choose to browse in one of the four languages used in the country. It also uses written product reviews from local customers on its websites.


Zara faces challenges from a new generation of even faster fashion — competitors such as Asos produce fashion clothes in small quantities to meet trends, and these online models allow it to maintain a lean inventory. 


Across the board, the fast-fashion industry needs to shoulder its responsibility towards the environment. Zara has laid out its commitments to transform its innovative model to meet sustainability goals – to reduce its carbon footprint and generate positive impacts on the communities where it is present. It aims to achieve net zero by 2040.


One of the challenges for the fast-fashion industry is how to extend the useful life of garments. With this in mind, Zara has created a ‘pre-owned’ platform (currently only available in the UK), which allows customers to repair, resell or donate used garments. They will need to continue to develop strategies for sustainability as they move forward.

 
[image: Helly Hansen clothing store.]

        Helly Hansen store

                                Source: Convery flowers/Alamy Images.



                                Source: Based on Hau L Lee, How extreme agility put Zara ahead in fast fashion, The Financial Times Limited retrieved from https://www.ft.com/content/3f581046-cd7c-11e9-b018-ca4456540ea6; Chloe G 2024, Zara Localization: The Key to Zara’s Global Expansion retrieved from https://gtelocalize.com/zara-localization/
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                     Exhibit 1.4



                     Persil Black and Persil Abaya = glocalization (same product, but different packaging and market communication)



Founded in 1876, Henkel holds globally leading market positions in both the consumer and industrial businesses with well-known brands such as Persil, Schwarzkopf and Loctite. With headquarters in Düsseldorf, Germany, Henkel has some 53,000 employees worldwide. In 2017, Henkel generated revenues of €20.0 billion and net profits of €2.5 billion.

 
[image: Persil Black laundry detergent bottle.]

        Persil Black

                                Source: Used with permission from Henkel AG & Co KGaA.


 
[image: Persil laundry detergent bottle with Arabic text.]

        Persil Abaya

                                Source: Used with permission from Henkel AG & Co KGaA.



Persil Abaya is a liquid detergent that Henkel introduced to the Saudi Arabian market in 2007 and later to the rest of the Gulf Cooperation Council markets. Henkel markets this liquid as a detergent specialized for black abayas and dark apparel. The abaya is the predominantly black overgarment worn by most Arab women. The liquid detergent combines true cleaning power with special colour protection for black and dark garments – which is particularly important if these are washed frequently.


While black is the traditional shade for women in the Africa/Middle East region, the popularity of black and dark clothing has also steadily risen in Western European markets over recent years. Therefore in June 2011, Persil Black was also introduced in Germany, Austria and Switzerland – catching the crest of this fashion wave.


Persil Black and Persil Abaya provide a good example of how the mix of common global technology and scale (low-cost production) can be combined with local market. The two Persil brands have similar product formulations, but regionally tailored product marketing, in the form of different packaging and marketing communication.


Persil Abaya was launched in the Gulf States through a mix of TV commercials and a very successful viral online marketing campaign. An interactive website was set up, and Henkel also sponsored a reality TV designer competition, in order to show that the abaya has transcended from traditional garment to individual fashion statement. In the Western European markets, the consumer campaign for Persil Black relied mainly on classic TV advertising, complemented by social media activities such as a game on Facebook.


                                                        Mix of standardization/globalization (same/similar product for various markets across the world) and adaptation/standardization approach (to packaging as product and brand element, as well as marketing communications) results in glocalsation strategy, as mentioned in Figure 1.7.


                                                        Sources: Based on Henkel Annual Report 2011–2017 (www.henkel.com); Hollensen, S. and Schimmelpfennig, C. (2015) ‘Developing a glocalisation strategy – experiences from Henkel’s product launches in Middle East and Europe’, Journal of Brand Strategy, 4(3), pp. 201–211.

  






                                   1.6 Forces for international integration and market responsiveness


                                                                                                                                                          The terms ‘glocal strategy’ and ‘glocalization’ have been introduced to reflect and combine the two dimensions in Figure 1.8: globalization (y-axis) and localization (x-axis). The glocal strategy approach reflects the aspirations of an international integrated strategy, while recognizing the importance of local adaptations/market responsiveness. In this way, glocalization tries to optimize the balance between standardization and adaptation of the company’s international marketing activities (Svensson, 2001, 2002; Bailey et al., 2015).19

   21                                                                                                                                   In Figure 1.8 it is assumed that SMEs and LSEs are learning from each other. The consequence of both movements may be an action-oriented approach, where companies use the strengths of both orientations. The following section will discuss the differences in the starting points of LSEs and SMEs in Figure 1.8, which illustrates the convergence of LSEs and SMEs into the upper-right corner (‘glocal’ strategy). An example of a LSE’s movement from ‘left’ to ‘right’ is given in Exhibit 1.5, where McDonald’s has adapted its menus to the local food cultures. SMEs have traditionally been strong on ‘high degree of responsiveness’, but their tendency to decentralization and local decision-making has made them more vulnerable to a low degree of coordination across borders (which, by contrast, is the strength of LSEs).

                                                                                                                                                          First let us try to explain the underlying forces for international coordination/>global integration and >market responsiveness in Figure 1.8.

                                                                         Figure 1.8 The global integration/market responsiveness grid: the future orientation of LSEs and SMEs

[image: Forces for global coordination and national responsiveness]







                                   Forces for ‘global coordination/integration’


                                                          In the shift towards integrated global marketing, greater importance will be attached to transnational similarities for target markets across national borders and less on cross­-­national differences. The major drivers for this shift are as follows (Sheth and Parvatiyar, 2001; Segal-Horn, 2002):20

   22     
	                                Removal of trade barriers (deregulation). Removal of historic barriers, both tariff (such as import taxes) and non-tariff (such as safety regulations), which have constituted barriers to trade across national boundaries. Deregulation has occurred at all levels: national, regional (within national trading blocs) and international. Thus deregulation has an impact on globalization, as it reduces the time, costs and complexity involved in trading across boundaries.

	                                Global accounts/customers. As customers become global and rationalize their procurement activities, they demand that suppliers provide them with global services to meet their unique global needs. Often this may consist of global delivery of products, assured supply and service systems, uniform characteristics and global pricing. Several LSEs, such as IBM, Boeing, IKEA, Siemens and ABB, make such ‘global’ demands on their smaller suppliers, typical SMEs. For these SMEs, managing such global accounts requires cross-functional customer teams, in order to deploy quality consistency across all functional units.

	                                Relationship management/network organization. As we move towards international markets it is becoming increasingly necessary to rely on a network of relationships with external organizations, for example, customer and supplier relationships to pre-empt competition. Companies may also have to work with internal units (e.g. sales subsidiaries) located in many and various parts of the world. Business alliances and network relationships help to reduce market uncertainties, particularly in the context of rapidly converging technologies and the need for higher amounts of resources to cover international markets. However, networked organizations need more coordination and communication.

	                                Standardized worldwide technology. Earlier differences in world market demand were due to the fact that advanced technological products were primarily developed for the defence and government sectors before being scaled down for consumer applications. However, today the desire for gaining scale and scope in production is so high that worldwide availability of products and services should escalate. As a consequence we may witness more homogeneity in the demand and usage of consumer electronics across countries. Today ‘plug-and-play’ modules are combined to create products very similar across markets. Examples of that are smartphones, that can be produced at good quality, not only by Apple and Samsung, but also by Chinese manufacturers, like Huawei, which has captured number one position in the Chinese smartphone market, and is now expanding to other international markets.

	                                Worldwide markets. The concept of ‘diffusions of innovations’ from the home country to the rest of the world tends to be replaced by the concept of worldwide markets. Worldwide markets are likely to develop because they can rely on world demographics. For example, if a marketer targets its products or services to the teenagers of the world, it is relatively easy to develop a worldwide strategy for that segment and draw up operational plans to provide target market coverage on a global basis. This is becoming increasingly evident in soft drinks, clothing and sports shoes, especially in the internet economy.

	                                ‘Global village’. The term ‘global village’ refers to the phenomenon in which the world’s population shares commonly recognized cultural symbols. The business consequence of this is that similar products and services can be sold to similar groups of customers in almost any country in the world. Cultural homogenization therefore implies the potential for the worldwide convergence of markets and the emergence of a global marketplace, in which brands such as Coke, Nike and Levi’s are universally desired.

	                                Worldwide communication. New internet-based ‘low-cost’ communication methods (e.g. social media) ease communication and trade across different parts of the world. As a result, customers within national markets are able to buy similar products and similar services across parts of the world.

	                                                                                Global cost drivers. These are categorized as ‘economies of scale’ and ‘economies of scope’. In the drive to reduce costs, many established multinationals have focused increasingly on activities with the highest returns. This means that lower-value activities are outsourced to emerging and developing countries with lower labour costs. The result is that once-closed value chains have been opened up, enabling local players to source ‘plug-and-play’ modular designs to big multinationals, or even to develop local brands themselves (Santos and Williamson, 2015).21








               23                        Forces for ‘market responsiveness’


  These are as follows:

    
	                                Cultural differences. Despite the advent of the ‘global village’, cultural diversity clearly continues to exist. Cultural differences often pose major difficulties in international negotiations and marketing management. These cultural differences reflect differences in personal values and in the assumptions people make about how business is organized. Every culture has its opposing values. Markets are people, not products. There may be global products, but there are not global people.

	                                Regionalism/protectionism. Regionalism is the grouping of countries into regional clusters based on geographic proximity. These clusters (such as the European Union or the North American Free Trade Agreement) have formed regional trading blocs, which may represent a significant barrier to globalization, since regional trade is often seen as incompatible with global trade. In this case, trade barriers that are removed from individual countries are simply reproduced for a region and a set of countries. Thus all trading blocs create outsiders as well as insiders. Therefore one may argue that regionalism results in a situation where protectionism reappears around regions rather than individual countries.

	                                                                                >Deglobalization trend. More than 2,500 years ago the Greek historian Herodotus (based on observations) claimed that everyone believes their native customs and religion are the best. The big demonstrations accompanying conferences such as the World Economic Forum in Davos or the World Trade Organization (WTO) meetings show that there could be a return to old values, promoting barriers to the further success of globalization. Rhetorical words such as ‘McDonaldization’ and ‘Coca-Colonization’ describe in a simple way fears of US cultural imperialism.



                                                                                  Exhibit 2.4 presents an example of British Telecommunications’ experience with de-internationalization of their American and Asian strategy (Turner and Gardiner, 2007).22

   


                     Exhibit 1.5 



                     McDonald’s is moving towards a higher degree of market responsiveness



McDonald’s (www.mcdonalds.com) has now expanded to about 40,000 restaurants in over 100 countries. Executives at the headquarters of McDonald’s Corp. in Oak Brook, Illinois, have learned that despite the cost savings inherent in standardization, success is often about being able to adapt to the local environment. Here are some examples.


                     Japan



McDonald’s first restaurant in Japan opened during 1971. At that time fast food in Japan consisted of either a bowl of noodles or miso soup.


With its first-mover advantage, McDonald’s kept its lead in Japan. By 1997, it had over 1,000 outlets there, selling more food in Japan than any other restaurant company, including 500 million burgers a year.


Among the offerings of McDonald’s Co. (Japan) Ltd are chicken tatsuta, teriyaki chicken and the Teriyaki McBurger. Burgers are garnished with a fried egg. Beverages include seaweed shaker, and a dessert of green-tea ice cream is offered.


McDonald’s in Japan imports about 70 per cent of its food needs, including pickles from the USA and beef patties from Australia. High volumes facilitate bargaining with suppliers, in order to guarantee sourcing at a low cost.


                     India



McDonald’s was launched in India in 1996, and in 2024 has approximately 500 restaurants. It has had to deal with a market that is 20–40 per cent vegetarian; meat eaters who dislike beef or pork; consumers with a hostility to frozen meat and fish; and a general Indian fondness for spice with everything.


The Big Mac was replaced by the Maharaja Mac, made from mutton, and the outlets also offer vegetarian rice-patties flavoured with vegetables and spice.


                     Other countries



In Germany, McDonald’s does well selling beer and meat and its burgers combine Nürnberger sausages with beef. In Latin America, banana fruit pies are popular, and in the Philippines McSpaghetti noodles are a favourite. In Thailand, McDonald’s introduced the Samurai Pork Burger with sweet sauce.


The majority of the population in Indonesia is Muslim and they do not consume pork. To make the brand local-friendly, pork has been replaced by fish and rice added to cater for local preferences. 


Meanwhile, McDonald’s in New Zealand sells the Kiwiburger served with beetroot sauce and optional apricot pie. Singapore was among the first markets in which McDonald’s introduced a delivery service. In this high-income Asian country, McDonald’s offers unique dishes to meet the local palate, such as Salted Egg Yolk Burger or Salt & Pepper Crab with Twist & Shake Fries. 


As indicated, McDonald’s has achieved economies of scale and cost savings through standardization and in its packaging. In 2003, McDonald’s announced that all of its restaurants would be adopting the same brand packaging for menu items. In 2023 it announced plans for 100 per cent of its packaging to come from renewable, recycled or certified sustainable sources by 2025, and by the same year they intended to recycle the packaging used in every single one of their restaurants.


                                Sources: Based on www.mcdonalds.com and a variety of public sources.

  






               24                        1.7 The value chain as a framework for identifying international competitive advantage


                       The concept of the value chain


                                                                                                          For customers, value can be created through products, services and customer experiences. The >value chain shown in Figure 1.9 provides a systematic means of displaying and categorizing activities. The activities performed by a company in any industry can be grouped into the nine generic categories shown.

                                                                         Figure 1.9 The value chain

[image: Value chain activities]

                                                                                Source: Adapted with the permission of The Free Press, a Division of Simon & Schuster, Inc. from Competitive Advantage: Creating and Sustaining Superior Performance by Michael E. Porter. Copyright © 1985, 1998 Michael E. Porter. 


   25   At each stage of the value chain there exists an opportunity to contribute positively to the company’s competitive strategy by performing some activity or process in a way that is better than and/or different from the competitors’ offer, and so provide some uniqueness or advantage. If a company attains such a competitive advantage, which is sustainable, defensible, profitable and valued by the market, then it may earn high rates of return, even though the industry structure may be unfavourable and the average profitability of the industry modest.

                                  In competitive terms, value is the amount that customers are willing to pay for what a company provides them with (perceived value). The value chain includes both cost and value drivers. Drivers are the underlying structural factors that explain why the cost/value generated by a company’s activities differs from that of its rivals. Basically, a company is profitable if the value it commands exceeds the costs involved in creating the product. Creating value for customers that exceeds the cost of doing so is the goal of any generic strategy. Sometimes value, instead of cost, must be used in analysing competitive position, since companies often deliberately raise their costs in order to command a premium price via differentiation. The concept of customers’ perceived value will be discussed further in Section 4.4.

                                  Before going into the details of the various value chain activities, it is important to realize that the company’s value chain is embedded in a larger stream of network activities in the total supply chain. Suppliers, the company itself and business customers all have their own value chain, starting from the basic raw materials and going right through to those engaged in the delivery of the final product and service to the final customer.





                                   The Porter concept of the value chain


                                                          Porter’s (1986)23 original value chain displays total value and consists of value activities and margin. Value activities are the physically and technologically distinct activities that a company performs. These are the building blocks with which a company creates a product valuable to its customers. Margin is the difference between total value (price) and the collective cost of performing the value activities.

  Competitive advantage is a function of either providing comparable customer value more efficiently than competitors (lower cost), or performing activities at comparable cost but in unique ways that create more customer value than the competitors are able to offer and, hence, command a premium price (differentiation). The company might be able to identify elements of the value chain that are not worth the costs. These can then be unbundled and produced outside the company (outsourced) at a lower price.

                                                                                                          Value activities can be divided into two broad types, primary activities and support activities. Primary activities, listed along the bottom of Figure 1.9, are the activities involved in the physical creation of the product, its sale and transfer to the customer, as well as after-sales assistance. In any company, primary activities can be divided into the five generic categories shown in the figure. Support activities support the primary activities and each other by providing purchased inputs, technology, human resources and various company-wide functions. The dotted lines reflect the fact that procurement, technology development and human resource management can be associated with specific primary activities as well as supporting the entire chain. Company infrastructure is not associated with particular primary activities, but supports the entire chain.

                       Primary activities


  The primary activities of the organization are grouped into five main areas, as follows:

   26             
	                                Inbound logistics. The activities concerned with receiving, storing and distributing the inputs to the product/service. These include materials, handling, stock control and transport.

	                                Operations. The transformation of these various inputs into the final product or service, e.g. machining, packaging, assembly, testing.

	                                Outbound logistics. The collection, storage and distribution of the product to customers. For tangible products this would involve warehousing, material handling and transport; in the case of services it may be more concerned with arrangements for bringing customers to the service if it is in a fixed location (e.g. sports events).

	                                Marketing and sales. These provide the means whereby consumers/users are made aware of the product/service and are able to purchase it. This would include sales administration, advertising and selling. In public services, communication networks that help users access a particular service are often important.

	                                                                                Service. These are all the activities that enhance or maintain the value of a product/service. Asugman et al. (1997)24 have defined after-sales service as ‘those activities in which a company engages after purchase of its product that minimize potential problems related to product use, and maximize the value of the consumption experience’. After-sales service consists of the following: the installation and start-up of the purchased product, the provision of spare parts for products, the provision of repair services, technical advice regarding the product, and the provision and support of warranties.



  Each of these groups of primary activities is linked to support activities.

                       Support activities


  These can be divided into four areas:

            
	                                Procurement. This refers to the process of acquiring the various resource inputs to the primary activities (not to the resources themselves). As such, it occurs in many parts of the organization.

	                                Technology development. All value activities have a ‘technology’, even if it is simply ‘know-how’. The key technologies may be concerned directly with the product (e.g. R&D, product design), with processes (e.g. process development) or with a particular resource (e.g. raw material improvements).

	                                Human resource management. This is a particularly important area that transcends all primary activities. It is concerned with the activities involved in recruiting, training, developing and rewarding people within the organization.

	                                Infrastructure. The systems of planning, finance, quality control, etc., are crucially important to an organization’s strategic capability in all primary activities. Infrastructure also consists of the structures and routines of the organization that sustain its culture.



                                                          As indicated in Figure 1.10, a distinction is also made between the production-oriented ‘upstream’ activities and the more marketing-oriented ‘downstream’ activities.

   27                                                                                                           Figure 1.10 shows a simplified version of the value chain in Figure 1.9. This simplified version, characterized by the fact that it contains only the primary activities of the company, will be used in most parts of this book.

  Although value activities are the building blocks of competitive advantage, the value chain is not a collection of independent activities, but a system of interdependent activities. Value activity is related by horizontal linkages within the value chain. Linkages are relationships between the way in which one value activity is dependent on the performance of another.

                                                                         Figure 1.10 A simplified version of the value chain

[image: Upstream and downstream functions]



                                  Furthermore, the chronological order of the activities in the value chain is not always as illustrated in Figure 1.10. In companies where orders are placed before production of the final product (build-to-order), the sales and marketing function takes place before production.

  In understanding the competitive advantage of an organization, the strategic importance of the following types of linkage should be analysed in order to assess how they contribute to cost reduction or value added. There are two kinds of linkage:

            
	                                Internal linkages between activities within the same value chain, but perhaps on different planning levels within the company;

	                                External linkages between different value chains ‘owned’ by the different actors in the total value system.



                                                          There are often circumstances where the overall cost can be reduced (or the value increased) by collaborative arrangements between different organizations in the value system. It will be seen elsewhere (Chapter 10) that this is often the rationale behind downstream collaborative arrangements, such as joint ventures, subcontracting and outsourcing between different organizations (e.g. sharing technology in the international motor manufacture and electronics industries).





                                   Internationalizing the value chain


  All internationally oriented companies must consider an eventual internationalization of the value chain’s functions. The company must decide whether the responsibility for the single value chain function is to be moved to the export markets or is best handled centrally from head office. Principally, the value chain function should be carried out where there is the highest competence (and the most cost-effectiveness), and this is not necessarily at head office.

                                                                                                          A distinction immediately arises between the activities labelled downstream in Figure 1.10 and those labelled upstream activities. The location of downstream activities, those more related to the customer, is usually tied to where the customer is located. If a company is going to sell in Australia, for example, it must usually provide services in Australia, and it must have salespeople stationed there. In some industries it is possible to have a single sales force that travels to the customer’s country and back again; other specific downstream activities, such as the production of advertising copy, can sometimes also be performed centrally. More typically, however, the company must locate the capability to perform downstream activities in each of the countries in which it operates. By contrast, upstream activities and support activities are more independent of where the customer is located (Figure 1.11). However, if the export markets are culturally close to the home market, it may be relevant to control the entire value chain from head office (home market).

   28                                                                          Figure 1.11 Centralizing the upstream activities and decentralizing the downstream activities

[image: Diagram showing centralised upstream functions and decentralised downstream functions.]

                                                        Source: Hollensen, S. (2008) Essentials of Global Marketing, FT/Prentice Hall, p. 17. Copyright © Pearson Education Limited.


  This distinction carries some interesting implications. First, downstream activities create competitive advantages that are largely country-specific: a company’s reputation, brand name and service network in a country grow largely out of its activities and create entry/mobility barriers largely in that country alone. Competitive advantage in upstream and support activities often grows more out of the entire system of countries in which a company competes than from its position in any single country.

  Secondly, in industries where downstream activities or other customer-tied activities are vital to competitive advantage, there tends to be a more multidomestic pattern of international competition. In many service industries, for example, not only downstream activities but frequently upstream activities are tied to customer location, and international strategies are comparatively less common. In industries where upstream and support activities such as technology development and operations are crucial to competitive advantage, international competition is more common. For example, there may be a large need in companies to centralize and coordinate the production function worldwide to be able to create rational production units that are able to exploit economies of scale. Today it is very popular among companies to outsource production to the Far East, e.g. China.

                                  Furthermore, as customers increasingly join regional cooperative buying organizations, it is becoming more and more difficult to sustain a price differentiation across markets. This will put pressure on the company to coordinate a European price policy. This will be discussed further in Chapter 11.

  The distinctive issues of international strategies, in contrast to domestic, can be summarized in two key dimensions of how a company competes internationally.

                                  The first is called the configuration of a company’s worldwide activities, or the location in the world where each activity in the value chain is performed, including the number of places. For example, a company can locate different parts of its value chain in different places – for instance, factories in China, call centres in India and retail shops in Europe.

                                                                                  The second dimension is called coordination, which refers to how identical or linked activities performed in different countries are coordinated with each other (Porter, 1986).25





                                   Service value chain


                                                                                                                                                          Michael Porter’s value chain model claims to identify the sequence of key generic activities that businesses perform in order to generate value for customers. Since its introduction in 1985, this model has dominated the thinking of business executives. Yet a growing number of service businesses, including banks, hospitals, insurance companies, business consulting services and telecommunications companies, have found that the traditional value chain model does not fit the reality of their service industry sectors. Stabell and Fjeldstad (1998)26 identified two new models of value creation – >value shops and >value networks. Fjeldstad and Stabell argue that the value chain is a model for making products, while the value shop is a model for solving customer or client problems in a service environment. The value network is a model for mediating exchanges between customers. Each model utilizes a different set of core activities to create and deliver distinct forms of value to customers.

   29                                                           The main differences between the two types of value chains are illustrated in Table 1.2. 

                                                                        Table 1.2 The traditional value chain versus the service value chain



	Traditional value chain model
	Service value chain (‘value shop’) model



	Value creation through transformation of inputs (raw material and components) to products.
	Value creation through customer problem-solving. Value is created by mobilizing resources and activities to resolve a particular and unique customer problem. Customer value is not related to the solution itself but to the value of solving the problem.



	
Sequential process (‘first we develop the product, then we produce it, and finally we sell it’)

[image: ]


	
Cyclical and iterative process.

[image: ]





	The traditional value chain consists of primary and support activities. Primary activities are directly involved in creating and bringing value to customers: upstream (product development and production) and downstream activities (marketing and sales and service). Support activities enable and improve the performance of the primary activities, e.g. procurement, technology development, human resource management and company infrastructure.

	
The primary activities of a value shop are:


	
 Problem-finding: activities associated with the recording, reviewing and formulating of the problem to be solved and choosing the overall approach to solving the problem.

	
 Problem-solving: activities associated with generating and evaluating alternative solutions.

	
Choice: activities associated with choosing among alternative problem solutions.

	
Execution: activities associated with communicating, organizing and implementing the chosen solution.

	
Control and evaluation: activities associated with measuring and evaluating to what extent implementation has solved the initial statement.







	
Examples: production and sales of furniture, consumer food products, electronic products and other mass products.
	
Examples: banks, hospitals, insurance companies, business consulting services and telecommunications companies.






                                                        Source: Stabell, C.B. and Fjeldstad, Ø.B. (1998) ‘Configuring value for competitive advantage: on chains, shops, and networks’, Strategic Management Journal, 19, pp. 413–437.


  Different parts of a typical business may exhibit characteristics of different configurations. For example, production and distribution may resemble a value chain; research and development a value shop.

  Value shops make use of specialized knowledge-based systems to support the task of creating solutions to problems. However, the challenge is to provide an integrated set of applications that enable seamless execution across the entire problem-solving or opportunity–exploitation process. Several key technologies and applications are emerging in value shops – many focus on utilizing people and knowledge better. Groupware, intranets, desktop videoconferencing and shared electronic workspaces enhance communication and collaboration between people, which is essential to mobilizing people and knowledge across value shops. Integrating project planning with execution is proving crucial, for example, in pharmaceutical development, where bringing a new drug through the long, complex approval process a few months early can mean millions of dollars in revenue. Technologies such as inference engines and neural networks can help to make knowledge about problems and the process for solving them explicit and accessible.

   30                                                                                   Stabell and Fjelstad (1998)27 define value networks quite differently – not as networks of affiliated companies, but as a business model for a single company that mediates interactions and exchanges across a network of its customers. This model clearly applies best to telecommunications companies, but also to insurance companies and banks, whose business, essentially, is mediating between customers with different financial needs – some saving, some borrowing, for example. Key activities include operating the customer-connecting infrastructure, promoting the network, man­aging contracts and relationships, and providing services. Value networks will be discussed further in Chapter 4.

  Competitive success often depends on more than simply performing your primary model well. It may also require the delivery of additional kinds of complementary value. Adopting attributes of a second value configuration model can be a powerful way to differentiate your value proposition or defend it against competitors pursuing a value model different to your own. It is essential, however, to pursue another model only in ways that leverage the primary model. For example, Harley-Davidson’s primary model is the chain – it makes and sells products. Forming the Harley Owners Group (HOG) – a network of customers – added value to the primary model by reinforcing the brand identity, building loyalty and providing valuable information and feedback about customers’ behaviours and preferences. Amazon.com is a value chain like other book distributors, and initially used technology to make the process vastly more efficient. Now, with its book recommendations and special interest groups, it is adding the characteristics of a value network. Our research suggests that the value network, in particular, offers opportunities for many existing businesses to add more value to their customers, and for new entrants to capture market share from those who offer less value to their customers.
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OEBPS/js/highlightjs-line-numbers.js
// jshint multistr:true

(function (w, d) {
    'use strict';

    var TABLE_NAME = 'hljs-ln',
        LINE_NAME = 'hljs-ln-line',
        CODE_BLOCK_NAME = 'hljs-ln-code',
        NUMBERS_BLOCK_NAME = 'hljs-ln-numbers',
        NUMBER_LINE_NAME = 'hljs-ln-n',
        DATA_ATTR_NAME = 'data-line-number',
        BREAK_LINE_REGEXP = /\r\n|\r|\n/g;

    if (w.hljs) {
        w.hljs.initLineNumbersOnLoad = initLineNumbersOnLoad;
        w.hljs.lineNumbersBlock = lineNumbersBlock;
        w.hljs.lineNumbersValue = lineNumbersValue;

        addStyles();
    } else {
        w.console.error('highlight.js not detected!');
    }

    function isHljsLnCodeDescendant(domElt) {
        var curElt = domElt;
        while (curElt) {
            if (curElt.className && curElt.className.indexOf('hljs-ln-code') !== -1) {
                return true;
            }
            curElt = curElt.parentNode;
        }
        return false;
    }

    function getHljsLnTable(hljsLnDomElt) {
        var curElt = hljsLnDomElt;
        while (curElt.nodeName !== 'TABLE') {
            curElt = curElt.parentNode;
        }
        return curElt;
    }

    // Function to workaround a copy issue with Microsoft Edge.
    // Due to hljs-ln wrapping the lines of code inside a <table> element,
    // itself wrapped inside a <pre> element, window.getSelection().toString()
    // does not contain any line breaks. So we need to get them back using the
    // rendered code in the DOM as reference.
    function edgeGetSelectedCodeLines(selection) {
        // current selected text without line breaks
        var selectionText = selection.toString();

        // get the <td> element wrapping the first line of selected code
        var tdAnchor = selection.anchorNode;
        while (tdAnchor.nodeName !== 'TD') {
            tdAnchor = tdAnchor.parentNode;
        }

        // get the <td> element wrapping the last line of selected code
        var tdFocus = selection.focusNode;
        while (tdFocus.nodeName !== 'TD') {
            tdFocus = tdFocus.parentNode;
        }

        // extract line numbers
        var firstLineNumber = parseInt(tdAnchor.dataset.lineNumber);
        var lastLineNumber = parseInt(tdFocus.dataset.lineNumber);

        // multi-lines copied case
        if (firstLineNumber != lastLineNumber) {

            var firstLineText = tdAnchor.textContent;
            var lastLineText = tdFocus.textContent;

            // if the selection was made backward, swap values
            if (firstLineNumber > lastLineNumber) {
                var tmp = firstLineNumber;
                firstLineNumber = lastLineNumber;
                lastLineNumber = tmp;
                tmp = firstLineText;
                firstLineText = lastLineText;
                lastLineText = tmp;
            }

            // discard not copied characters in first line
            while (selectionText.indexOf(firstLineText) !== 0) {
                firstLineText = firstLineText.slice(1);
            }

            // discard not copied characters in last line
            while (selectionText.lastIndexOf(lastLineText) === -1) {
                lastLineText = lastLineText.slice(0, -1);
            }

            // reconstruct and return the real copied text
            var selectedText = firstLineText;
            var hljsLnTable = getHljsLnTable(tdAnchor);
            for (var i = firstLineNumber + 1 ; i < lastLineNumber ; ++i) {
                var codeLineSel = format('.{0}[{1}="{2}"]', [CODE_BLOCK_NAME, DATA_ATTR_NAME, i]);
                var codeLineElt = hljsLnTable.querySelector(codeLineSel);
                selectedText += '\n' + codeLineElt.textContent;
            }
            selectedText += '\n' + lastLineText;
            return selectedText;
        // single copied line case
        } else {
            return selectionText;
        }
    }

    // ensure consistent code copy/paste behavior across all browsers
    // (see https://github.com/wcoder/highlightjs-line-numbers.js/issues/51)
    document.addEventListener('copy', function(e) {
        // get current selection
        var selection = window.getSelection();
        // override behavior when one wants to copy line of codes
        if (isHljsLnCodeDescendant(selection.anchorNode)) {
            var selectionText;
            // workaround an issue with Microsoft Edge as copied line breaks
            // are removed otherwise from the selection string
            if (window.navigator.userAgent.indexOf('Edge') !== -1) {
                selectionText = edgeGetSelectedCodeLines(selection);
            } else {
                // other browsers can directly use the selection string
                selectionText = selection.toString();
            }
            e.clipboardData.setData('text/plain', selectionText);
            e.preventDefault();
        }
    });

    function addStyles () {
        var css = d.createElement('style');
        css.type = 'text/css';
        css.innerHTML = format(
            '.{0}{border-collapse:collapse}' +
            '.{0} td{padding:0}' +
            '.{1}:before{content:attr({2})}',
        [
            TABLE_NAME,
            NUMBER_LINE_NAME,
            DATA_ATTR_NAME
        ]);
        d.getElementsByTagName('head')[0].appendChild(css);
    }

    function initLineNumbersOnLoad (options) {
        if (d.readyState === 'interactive' || d.readyState === 'complete') {
            documentReady(options);
        } else {
            w.addEventListener('DOMContentLoaded', function () {
                documentReady(options);
            });
        }
    }

    function documentReady (options) {
        try {
            var blocks = d.querySelectorAll('code.hljs,code.nohighlight');

            for (var i in blocks) {
                if (blocks.hasOwnProperty(i)) {
                    if (!isPluginDisabledForBlock(blocks[i])) {
                        lineNumbersBlock(blocks[i], options);
                    }
                }
            }
        } catch (e) {
            w.console.error('LineNumbers error: ', e);
        }
    }

    function isPluginDisabledForBlock(element) {
        return element.classList.contains('nohljsln');
    }

    function lineNumbersBlock (element, options) {
        if (typeof element !== 'object') return;

        async(function () {
            element.innerHTML = lineNumbersInternal(element, options);
        });
    }

    function lineNumbersValue (value, options) {
        if (typeof value !== 'string') return;

        var element = document.createElement('code')
        element.innerHTML = value

        return lineNumbersInternal(element, options);
    }

    function lineNumbersInternal (element, options) {

        var internalOptions = mapOptions(element, options);

        duplicateMultilineNodes(element);

        return addLineNumbersBlockFor(element.innerHTML, internalOptions);
    }

    function addLineNumbersBlockFor (inputHtml, options) {
        var lines = getLines(inputHtml);

        // if last line contains only carriage return remove it
        if (lines[lines.length-1].trim() === '') {
            lines.pop();
        }

        if (lines.length > 1 || options.singleLine) {
            var html = '';

            for (var i = 0, l = lines.length; i < l; i++) {
                html += format(
                    '<tr>' +
                        '<td class="{0} {1}" {3}="{5}">' +
                            '<div class="{2}" {3}="{5}"></div>' +
                        '</td>' +
                        '<td class="{0} {4}" {3}="{5}">' +
                            '{6}' +
                        '</td>' +
                    '</tr>',
                [
                    LINE_NAME,
                    NUMBERS_BLOCK_NAME,
                    NUMBER_LINE_NAME,
                    DATA_ATTR_NAME,
                    CODE_BLOCK_NAME,
                    i + options.startFrom,
                    lines[i].length > 0 ? lines[i] : ' '
                ]);
            }

            return format('<table class="{0}">{1}</table>', [ TABLE_NAME, html ]);
        }

        return inputHtml;
    }

    /**
     * @param {HTMLElement} element Code block.
     * @param {Object} options External API options.
     * @returns {Object} Internal API options.
     */
    function mapOptions (element, options) {
        options = options || {};
        return {
            singleLine: getSingleLineOption(options),
            startFrom: getStartFromOption(element, options)
        };
    }

    function getSingleLineOption (options) {
        var defaultValue = false;
        if (!!options.singleLine) {
            return options.singleLine;
        }
        return defaultValue;
    }

    function getStartFromOption (element, options) {
        var defaultValue = 1;
        var startFrom = defaultValue;

        if (isFinite(options.startFrom)) {
            startFrom = options.startFrom;
        }

        // can be overridden because local option is priority
        var value = getAttribute(element, 'data-ln-start-from');
        if (value !== null) {
            startFrom = toNumber(value, defaultValue);
        }

        return startFrom;
    }

    /**
     * Recursive method for fix multi-line elements implementation in highlight.js
     * Doing deep passage on child nodes.
     * @param {HTMLElement} element
     */
    function duplicateMultilineNodes (element) {
        var nodes = element.childNodes;
        for (var node in nodes) {
            if (nodes.hasOwnProperty(node)) {
                var child = nodes[node];
                if (getLinesCount(child.textContent) > 0) {
                    if (child.childNodes.length > 0) {
                        duplicateMultilineNodes(child);
                    } else {
                        duplicateMultilineNode(child.parentNode);
                    }
                }
            }
        }
    }

    /**
     * Method for fix multi-line elements implementation in highlight.js
     * @param {HTMLElement} element
     */
    function duplicateMultilineNode (element) {
        var className = element.className;

        if ( ! /hljs-/.test(className)) return;

        var lines = getLines(element.innerHTML);

        for (var i = 0, result = ''; i < lines.length; i++) {
            var lineText = lines[i].length > 0 ? lines[i] : ' ';
            result += format('<span class="{0}">{1}</span>\n', [ className,  lineText ]);
        }

        element.innerHTML = result.trim();
    }

    function getLines (text) {
        if (text.length === 0) return [];
        return text.split(BREAK_LINE_REGEXP);
    }

    function getLinesCount (text) {
        return (text.trim().match(BREAK_LINE_REGEXP) || []).length;
    }

    ///
    /// HELPERS
    ///

    function async (func) {
        w.setTimeout(func, 0);
    }

    /**
     * {@link https://wcoder.github.io/notes/string-format-for-string-formating-in-javascript}
     * @param {string} format
     * @param {array} args
     */
    function format (format, args) {
        return format.replace(/\{(\d+)\}/g, function(m, n){
            return args[n] !== undefined ? args[n] : m;
        });
    }

    /**
     * @param {HTMLElement} element Code block.
     * @param {String} attrName Attribute name.
     * @returns {String} Attribute value or empty.
     */
    function getAttribute (element, attrName) {
        return element.hasAttribute(attrName) ? element.getAttribute(attrName) : null;
    }

    /**
     * @param {String} str Source string.
     * @param {Number} fallback Fallback value.
     * @returns Parsed number or fallback value.
     */
    function toNumber (str, fallback) {
        if (!str) return fallback;
        var number = Number(str);
        return isFinite(number) ? number : fallback;
    }

}(window, document));
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OEBPS/js/script.js
let stylesheet_name = document.querySelector("link[rel='stylesheet']").getAttribute("href").replace("../css/", "")
let question_action_css = ["CANADA_Student-Theme.css", "CANADA_Teacher-Theme.css"]
let question_action = question_action_css.includes(stylesheet_name) ? true : false;
let ShowHideAction_Elements = document.querySelectorAll('.divWidgetShowHide')
let stackedItem_Elements = document.querySelectorAll('.stackitem')
ShowHideAction_Elements.forEach(element => {
    let hide_element = element.querySelector('.divWidgetShowHideAnswerText')
    if (question_action == true) {
        let action_button = element.querySelector('.divWidgetShowHideQuestionText')
        action_button.addEventListener("click", () => {
            hide_element.style.display = hide_element.style.display === 'block' ? 'none' : 'block';
            action_button.classList.toggle("active")    
        });
    }
    else {
        let hide_button_content = element.querySelector('.divWidgetHideActionText')
        let show_button_content = element.querySelector('.divWidgetShowActionText')
        let old_show_button_content = element.querySelector('.divWidgetShowHideActionText')
        let action_button = Object.assign(document.createElement('div'), {className: 'showButton' });
        element.appendChild(action_button)
        action_button.innerHTML = old_show_button_content ? old_show_button_content.innerHTML : action_button.innerHTML = show_button_content.innerHTML
        action_button.addEventListener("click", () => {
            hide_element.style.display = hide_element.style.display === 'block' ? 'none' : 'block';
            hide_element.classList.toggle('active')
            action_button.classList.toggle('active')
            if (old_show_button_content) {
                action_button.innerHTML = hide_element.classList.contains('active') ? "Hide" : old_show_button_content.innerHTML
            }
            else {
                action_button.innerHTML = hide_element.classList.contains('active') ? hide_button_content.innerHTML : show_button_content.innerHTML
            }
        });
    }
});

stackedItem_Elements.forEach(element => {
    let stack_title = element.querySelector(".stackTitle")
    let stack_container = element.querySelector(".stackContainer")
    stack_title.addEventListener("click", () => {
        stack_container.style.height = stack_container.style.height === 'auto' ? '0' : 'auto';
        element.classList.toggle("open")
        });
});
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