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Attempt Question ONE and any other TWO

QUESTION ONE

Read the case below and answer questions that follow.

                            SETTING UP AN OVERSEAS VENTURE
In 1934, Chandrashekar Agashe of Sholapur started the Brihan Maharashtra Sugar Syndicate as a limited company with funds collected from amongst the Maharashtrian middle classes. Sugarcane planting in South Western Maharashtra was pioneered by this syndicate. It was logical extension of the sugarcane business to go in for manufacture of liquor. Although the Indian liquor business was dominated by a few giants such as Mc Dowells, Khoday, Shaw Wallace etc, Brihan Maharashtra’s products were well received.
In 1976, there were ominous threats of prohibitions on a countrywide scale and Brihan Maharashtra began to look outwards. Canada seemed an appropriate market to enter because, unlike the U.S and Europe, the Canadians had low tariff rates and their less industrialized provinces were willing to offer incentives to new industries. Perhaps more important was the feeling that an Indian rum, being a new product, would face less difficulties in establishing itself in the Canadian market as compared to the US and European markets, where a high degree of exposure to international brands of liquor already existed. “Connaisseurs found our rum to be as good as world famous brands like Baccardi and Captain Morgan and we were awarded excellency certificates by the Federal Government of Canada”, a Brihan official explained. 
Freight costs were clearly too prohibitive to service the Canadian market in any significant way from Indian by export of bottled rum. Further the high bottling standards in the Canadian market precluded the possibility of shipping an Indian bottling plant. Accordingly, Brihan Maharashtra decided to establish a rum bottling plant in Nova Scotia through its selling agents and subsidiary, Baumgarten and Wallia. Canada helped Brihan Bottlers and Distillers (Nova Scotia) Ltd through its usual soft finance scheme but the promised help in obtaining listings for the various brands in the country’s different provinces was not forthcoming. (Only on obtaining a listing with the concerned provincial government can any brand of liquor be sold in the province). As a result, the company had rush about obtaining the listings when the bottling plant was all set to go. Ultimately, did succeed in getting listing in six provinces on their own effort. 
It is one thing to manufacture an excellent consumer product and quite another to sell it. This is all the more true when the product in questions is a lifestyle product. Not only must the company advertise liberally but also it has to undertake special promotion efforts and intensive campaigns to establish credibility. With an Indian equity capital worth only C$90,000, the Canadian venture did not have the resources to launch even a regional campaign let alone a national one. Orders failed to materialize and sales barely exceeded the volumes established when the product was being sourced from India. Brihan (N.S) plunged quickly into the red. With resources obtained from “friends” in Canada and three foreign exchange loans given by the Government of India, the firm started advertising.  In two years a promotion and sales expenditure of around C$ 400,000 was incurred. Unfortunately, this outlay proved in no way adequate to achieve the threshold level of exposure after which sales could be expected to increase. With no funds available to continue further advertising, the “sunk” promotional expenditure proved infructuous and only added to the mounting losses.
By the end of 1979, the accumulated losses of Brihan (N.S.) had reached C$ 800,000. Cost cutting efforts were vitiated by in-built rigidities such as heavy interest costs and increasing wages. In the two and half years from mid 1977 to end1979, Brihan (N.S.) managed to sell 10,600 cases of liquor, mostly rum, which was like a drop the ocean. But there was a silver lining in this rather dismal picture in the form of steady increase in sales from about 1,700 cases in the first year to about 6,000 cases in the last nine months. Efforts made by Brihan to convince the Government of India of the dire need for further funds to maintain the tempo of advertising fell on deaf ears and the company was left with no alternative but to sellout to its banker and creditors.    

Required: 
a) Evaluate on the basis of this case the nature and the types of the problems Indian firms in the consumer products field face while setting up operations abroad.

{10 marks}
b) Discuss the amendments would you consider desirable  in the government of India’s guidelines on joint ventures to help Indian firms become international

{10 marks}

Question Two     
a) In International marketing, its easier to trade with countries which are almost at the same level of development. Justify this statement.





{5 marks}

b) “Competitive strength of a product in International Marketing depends upon several factors”.

Explain this statement by taking up a particular product.


{5 marks}
c) Explain the key avenues of entry into foreign markets.  Which one do you consider the best for Kenya in the context of Middle East countries? 



{5 marks}
d) Explain major problems confronting an international advertiser. 

{5 marks}

Question Three

Define international marketing according to Vern Terpstra and Ravi Sarathy and describe the five objectives with its corresponding actions.




{20 marks}

Question Four

Prof. Lerner says “Divergent scarcities of factors are moving forces behind international trade”  All countries have not been endowed by nature with the same productive facilities.  Examine the ten theories of international trade and relate their relevance to international marketing.












{20 marks}
