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1. Executive Summary of International Business Plan 

I have been given the green light by the senior management team to research and advise an international business plan for Essence magazine to expand with a new edition in South Africa.  This seems to be a good option and the business already has the beginnings of an international structure to allow this to happen. I will be advising on the steps required in order to make this expansion a success. 

A working global vision could be,

“We strive to create an intimate and engaging lifestyle, fashion and beauty magazine for the culture of women of colour in South Africa, but inclusive of all women.”

From the foreign market research, South Africa already has a suitable target audience and Essence can build on its recognised brand and the popularity of an annual entertainment festival it holds there. Infrastructure including in transport and technology is already established. Therefore, this seems like a promising market selection choice. However, risks such as corruption, lack of relatable local content, competition, slow economic growth and corruption can be reduced by employment of a panel of advisors and having a sound international business strategy and marketing plan. 

With regards to entering this new market, the hierarchical mode is favoured by factors such as the high product differentiation and Essence’s financial resources. In contrast, the export mode is favoured by factors such as the venture’s high risk and local competition. Overall, a compromise should be reached by employing an intermediate mode. This could take the form of a regional centre with a strategic alliance to allow Essence to benefit from the local partner’s resources. 

The marketing mix should also be adapted. This includes adapting the product to increase local content. Pricing and promotion should also be adapted to the local industry and current competition. Additionally, the business strategy will need to factor in the local laws and regulations. 

Overall, this could be a new and successful venture which, not only increases profits for Essence, but could cause social change by increasing jobs and improving environment protection processes. 


2. Introduction

Essence magazine needs to expand beyond its current borders, and South Africa has a lot of potential for the success of a new edition of the magazine. Although the American version of the magazine is available worldwide and South Africans can order the current single American version online (Essence, 2019a), a South African edition would allow the readers to benefit from a local version of their favourite magazine. There are also many examples of magazines with international editions to drawn from, one of the leading ones being Vogue (Vogue International, 2018). However, an international business strategy is required, and an analysis, such as that using SWOT, can be used as the basis for this.


3. Corporate Global Vision and Goals

Essence is celebrated as the main lifestyle, fashion and beauty magazine for African-American women, with an intimate and engaging tone (Essence, 2018). The corporate global vision and goals can build on this and should be SMART (specific, measurable, achievable, realistic, timebound) (Herridge, no date). As Deresky (2016a, pp. 244) describes, a business’ mission is its overall function in society. It also includes the business’ direction, and thus the forms the foundation for strategic decision making. Thus, the global vision for the expansion in South Africa could be:

[bookmark: _Hlk6593340]“We strive to create an intimate and engaging lifestyle, fashion and beauty magazine for the culture of women of colour in South Africa, but inclusive of all women.”

However, as encouraged by Deresky (2016a, pp. 244) the vision should contain cultural values of the relevant target market. This would require more research into the South African market before the vision can be fine-tuned. 

[bookmark: _Hlk6593126]Global objectives can be developed for this;

1. Create a local version of the magazine for South African women 
2. Strengthen the infrastructure required to expand further into other countries 
3. Seek to make the magazine inclusive of other races 

Deresky (2016a, pp. 244) also discusses how global objectives should fall into the following categories; 

· Marketing: design a marketing strategy which takes into account the annual percentage market growth
· Production: develop a manufacturing strategy which takes into account production volume, cost-efficient production and quality control
· Finance: formulate strategy for financing overseas activities, management of tax and foreign-exchange
· Profitability: detailed finance planning to ensure long term profit growth
· Research and development: continue to develop and improve the magazine through research, including the use of focus groups and surveys of the target market


4. International Business Strategy 

Planning a suitable mode of entry is an important part of venturing into a new market and Table 1 shows the factors which need to be considered. In this case, I have considered a hierarchical mode (Wade, 2018). The internal factors that favour this are that Essence is a large company with great financial resources which would be able to meet the potential high cost of the venture. Essence also has a degree of experience in South Africa, although this has mainly been through its festival (ESSENCE, 2017). Additionally, Essence is a recognised brand with a high product differentiation. The hierarchical mode, as discussed by Wade, could take the form of a transnational organisation, region centre, or a sales and production subsidiary in South Africa. In contrast to an export mode, this would entail greater costs and risks, with a lower degree of flexibility to exit the market should the venture become unsuccessful. The hierarchical mode is also put at risk by nationalist attitudes and policies (Deresky, 2016b, pp. 264 - 5). However, it comes with greater control for the parent business. 

On the other hand, if the magazine is to truly belong to the locals, elements of the export mode should be considered. A transaction-specific factor which favours this mode is that the product has a low level of complexity and tacit knowledge (Wade, 2018). An export mode may also help the product to succeed against external factors such as the local competition, the high demand uncertainty, any sociocultural distance between the current and proposed product, and the local industry regulations. 

Overall, it may be better to use the intermediate mode of entry which could take the form of a joint venture, strategic alliances or licensing (Wade, 2018). There also needs to be more research into Essence’s desired mode characteristics. For instance, the mode may involve more externalisation if Essence is averse to risk, prefers more flexibility and is prepared to have less control over the expansion.

	Factors which favour
	Hierarchical mode (internalisation)
	Export mode (externalisation)

	Internal factors
	High product differentiation
Large company with resources
Previous experience in the new market
High level of parent-company control
 

	High cost
High risk 
Low flexibility

	External factors
	
	High local competition 
High demand uncertainty 
Sociocultural distance
Local industry regulations

	Transaction-specific factors
	
	Low product complexity
Low tacit knowledge



Table 1. Factors which favour the hierarchical vs export modes of market entry.


5. International Business/ Organisational Structure

An organisational structure will be required for this new expansion to the business but, as emphasised by Deresky (2016b, pp. 308), will depend on the chosen international strategy. Other factors such as size of the venture, technology and environment should also be considered. This includes the entry model chosen. For instance, we could employ an intermediate mode of entry with degrees of externalisation and internalisation. From a structural perspective, this could take the form of a regional centre which employs local talent, with strategic alliances or joint venture with another magazine or media company. This would enable Essence to utilise its’ partner(s)’ industry contacts, advertising leads and infrastructure such as technology. Useful lessons can be learned from the deal between the music company BMG and the Chinese e-commerce group Alibaba which will allow BMG access to the Chinese consumer data Alibaba holds (Deresky, 2016b, pp. 307). Joint ventures can also allow bypassing of trade barriers and reduce risk (Deresky, 2016a, pp. 263). However, dialogue is required between the partners to outline ownership, specific contributions, involvement in decision making, and duration and administration of the partnership. Additionally, human resources should be involved in planning a talent strategy (Fernando, 2019). This includes local journalists, editorial and sales teams. Consideration should also be given to releasing the first magazine at the annual entertainment festival which Essence produces in South Africa.

Other strategies include licensing. Although licensees may be better placed to succeed against competitors, and have faster access to the market, it would reduce Essence’s control over the product (Deresky, 2016a, pp. 258). The success of this would also depend on factors such as the market territory and track record of the licensee, the royalty structure and trademark protection laws in South Africa.


6. Foreign Market Research 

The PESTEL analysis can be used to research the foreign market, as described by the Professional Academy (no date). This stands for political, economic, social, technological, environmental and legal. According to the Central Intelligence Agency’s (2019) factbook, South Africa is a parliamentary republic and English is one of its official languages. However, the country has experienced political upheaval, ranging from colonialism and apartheid in the past, to financial and political corruption in this current day. Additionally, recent sluggish growth in the South African economy has been reported (Financial Times, 2019). However, the Central Intelligence Agency notes a positive growth rate in recent years including 1.3% in 2017. According to STATS SA (2018), there are 20 million black females aged 18 – 49 in South Africa. This is the current target market age-range Essence uses (ESSENCE, 2019b). Currently essence caters to African-American women, and it can be argued that focusing on this target market of black females in South Africa reduces the socio-cultural distance of this business expansion. 

[bookmark: _Hlk7265979]DTI (no date), also described how the country has stable infrastructure; this includes areas relevant to the magazine industry such as manufacturing and telecommunications. Although there is room for improvement in the reach of technology, South Africa is currently number 17 in the world in mobile phone ownership, and number 25 in internet users (Central Intelligence Agency, 2019).  Although South Africa is in southern Africa, the Central Intelligence Agency described many stable transport links by air, sea and land. This means that South Africa can be used as a gateway to the rest of Africa, including for product distribution to increase sales. From a legal perspective, there are several agencies Essence will need to become familiar with; the Print Media Association and  Advertising Standards Authority of South Africa (International Trade Administration, 2018). Essence will also need advice on the South African tax system.


7. Risk Assessment

The risk assessment for this new expansion has been completed using a SWOT analysis as shown in Table 2.

	Strengths
Recognised brand 
Good digital presence 
Previous experience in South Africa

	Weaknesses
Newcomer against local competition
Lack of local knowledge
Cultural barriers

	Opportunities
Increased profits
Growing target market similar to USA and with disposable income
Can survey readers and tailor magazine
Lead in environment protection practices
Increase local employment opportunities
Help solve social challenges
	Threats
Difficult to get subscriptions to guarantee profit
No guarantee of success
Failure could weaken brand power
Competition from local and digital magazines
Corruption
Slow South African economic growth



Table 2. Risk assessment of the proposed expansion.

This new venture has several strengths. Firstly, Essence magazine is already a recognised brand amongst black women, and as discussed above this means that it has a high product differentiation (Wade, 2018).  Essence has achieved this brand recognition using tools such as its good digital presence (ESSENCE, 2019). This allows brands to be micro-marketed to international markets (Economics Online, 2019). Additionally, Essence has been running an entertainment festival in South Africa giving the business a degree of experience within the South African media scene. The magazine, although a separate entity, could therefore be initially viewed by consumers as a natural extension of the music festival. 

However, there are weakness to this proposed expansion. The magazine will face competition from other magazines which have already developed a loyal readership. Although Essence has carried out ventures in South Africa, there may still be a lack of local knowledge. This could solved by employing local support staff who are multilingual (Bearne, 2016). There may also be some cultural barriers; Bearne discusses how these can be broken by employing the services of local influencers. Such influencers, could be involved in educating Essence on the current culture and even advise on magazine content. Salacuse (2004) also emphasises culture-sensitive negotiations when carrying out business globally. 

Overall, more research into culture differences is required to help increase the chances of this business venture being successful. For instance, Hofstede Insights (2019) offers an insight into the different characteristics and values between two populations (Figure 1). There are many similarities between South Africa and the USA. However, there is a higher degree of individualism in the USA, and more long term orientation and uncertainty avoidance in South Africa. Such observations have implications for this venture; in South Africa, consumers may be more likely to share this new magazine as part of an endeavour to pursue common goals, and so marketing should be focused on the group and not the individual. South Africans are also more averse to risk and so negotiations for this new venture could start with a smaller scale proposal with a strong business plan that has a high chance of success.

[image: ]
Figure 1. Areas of convergence and divergence between South Africa and the USA. (Hofstede Insights, 2019).


There are many opportunities for Essence if this venture succeeds. South Africa has a growing middle class with disposable income (Businesstech, 2013). If the new magazine succeeds within this demographic, there is a high chance of great profits from magazine sales and advertising revenues. To help increase success within the target market, they should be involved in the design of the magazine. This can take the form of surveys or focus groups. However, adaptation of the original magazine to cater to the local market should be balanced against standardisation, especially given the globalisation of the competition (Wade, 2016). 

Additionally, there is an opportunity to increase responsibility to the environment (Francis, 2018). As discussed by Economics Online (2019), globalisation increases pollution. And so, Essence can take the lead and ensure that the manufacturing process and product are more environmentally friendly. The magazine should also contribute to the job market by employing local people (Economics Online, 2019). As discussed by DTI (no date), South Africa offers cheap labour costs. However, businesses venturing into new markets should ensure that they do not become a monopsony of labour and drive wages below the acceptable minimum (Economics Online, 2019). Essence could sponsor research into the employment strategies of other international companies who have entered the South African market and learn from this. For instance, Walmart faced some resistance from the unions due to fears regarding loss of jobs and low wages (Deresky, 2016b, pp. 355). Overall, Essence should aim to conduct business ethically instead of anxiously following mandatory sanctions. The Ten Principles of the UN Global Compact can be used as a guide (United Nations, no date). Ultimately, the business could also help solve social problems (Porter, 2013). This would not only be through increased investment in social enterprise, but also through increased sharing of knowledge and technology (Economic Online, 2019).

As well as the weakness discussed above, there are also threats to the success of this venture. This is a high risk venture with no guarantee of success. Failure in this image-dependent sector could weaken the brand power amongst consumers and investors, and may even affect its parent business in the USA.  Therefore, research should be undertaken into the failures of other magazine brands which tried to expand. For instance, Vogue Singapore failed to expand due to the slow economy, small budget, small team who were not local and a lack of relatable local content (Yap, 2018). This was then compounded by decreasing advertising revenue due to a decreasing readership. Additionally, research should be undertaken into the current magazine industry in South Africa, specifically analysing decreasing or increasing trends and seeking answers to these. For instance, Figure 2 shows that only a few magazines have increasing sales whilst the rest are seeing a decrease (Breitenbach, 2018). 

[image: ]

Figure 2. Magazine circulation trends for women’s magazines in South Africa, (Adapted from Breitenbach, 2018).

Competition is another threat and can be analysed using Porter’s (1979) five forces. As presented by Breitenbach (2018) in Figure 2, it seems that Essence will face high competitive rivalry. However, Essence will need to research the content of these magazines, which may have their own unique selling points. In fact, Essence may still be able to claim and build its own base of loyal readers. Additionally, perhaps these local businesses could focus on their own niche and not try to compete (Kashora, 2019). This could help lead to a win-win situation for both international and local magazines. Nevertheless, buyer power may still be high despite the individual magazines’ uniqueness. Instead, Essence should be responsive to the needs and wants of its new readers in order to maintain loyalty. This information can be obtained from focus groups or the current cultural and social climate. Similarly, such information should be used to reduce the threat of substitution by a cheaper magazine with similar content. 

Although technology has helped Essence to create and market its brand, the popularity of digital versions of magazines is somewhat of a threat (Businesstech, 2013). Fortunately, Essence already capitalises on this by selling digital copies of its magazine (Magzter, 2019). Substitution by free digital content, including blogs, which deliver the same content should thus be mitigated by Essence offering readers a digital version of the South African magazine at a lower price. Reference should be made to Kodak which collapsed due to digital photography (Deresky, 2016a, pp. 251). Additionally, there are likely to be many printers and distributors of the magazine that the supplier power will be low. Thus, Essence should have enough choice to be able to reduce its overheads. Lastly, the threat of new entry is likely to be high, and Essence needs to keep one step ahead by being innovative, continuously investing in research and development, and building brand loyalty.

[bookmark: _Hlk7264718]Corruption is also an issue, for instance when paying for licences (The Economist, 2019). However, I believe that, as Robertson (2013) argues, investing despite corruption will increase wealth; this will then ultimately drive corruption away. Therefore, this venture could still be viable and actually help Essence lead as an example in honest business conduct. Another threat is the recent sluggish growth in the South African economy (Financial Times, 2019). Although these reports should be looked at in detail and seriously considered, economy trends do fluctuate. In fact, Robertson argues that the African economy is likely following the past trends of the Asian market and will ultimately grow.

Overall, this risk assessment is preliminary and has its limitations. A more comprehensive approach is required and should include the advice of experts from fields such as economy and foreign trade relations. More data is require to increase objective analysis. However, there is no guarantee that recommendations base on this analysis will mean success for this new venture. Therefore, there should planning for failure as it is still a possibility. 


8. International Marketing Plan

Table 3 shows the different aspects of the marketing mix, comparing the USA and South Africa. It is clear that there are a lot of similarities in the product, place, price and promotion. As discussed by Wade (2016), there are three models of global marketing; standardisation, adaptation or having a model with degrees of both. In this case the new product would be a magazine for black women, being distributed within South Africa, priced according to local competition and promoted with a heavy digital presence. An adaptation model should be considered here as the magazine should aim to create a localised version of the magazine as the target market has a different sociocultural, economic and political context. There is also competition from the local magazines and there are likely to be local industry specific regulations and laws. 

However, it can be argued that the proposed target market of black women is similar to the current one, and there is little sociocultural distance and so the new consumers will have similar needs and values to the current one. The magazine itself is also a physical product with no need for additional tailored service. The magazine industry is also a globalised industry, with globalised competition, with a requirement for a quick response to a change in the market. Therefore, a standardised sales process with the more major distributors would provide close relationships and an ability to respond quickly to changes in market trends. There is also a need for high volume sales and there are high research and development costs. Additionally, the competitive advantage of being one of the most successful magazines for black women should be transferable. All this favours a standardisation model, as described by Wade (2016).  A standardisation model would also help to save on costs and time. 

Overall, a global marketing mix with elements of both models may be more successful. For instance, developing a magazine which still contains material relevant to the new market but is still potentially marketable on a global scale. Research and development should also be used to analyse the new market, and the data obtained should be used to guide which elements of both models are incorporated. Consideration should also be given to advertising the magazine at the annual music festival which Essence produces in South Africa. As mentioned above, the Central Intelligence Agency’s (2019) factbook notes that South Africa is number 17 in the world in mobile phone ownership, and number 25 in internet users. The importance of using digital media to continue to advertise the new Magazine cannot be over-emphasised here. Thus, Essence should also continue to advertise heavily via online ads and social media. This can be used to help build a loyal readership, especially as initially the magazine will need a high ratio of subscriptions to single sales to help guarantee some profit.

	
	USA
	South Africa

	Product
	Essence USA magazine
	Essence South Africa magazine with a significant amount of localised content

	Place
	Online, newsstands/book shops, subscriptions
	Online, newsstands/book shops, subscriptions
Standardise sales process to major distributors
Adapt to industry laws and regulations

	Price
	Unit prices
Discount for magazine subscription/bulk buy
	Adapt unit prices and discounts to South African market

	Promotion
	Social media (Facebook, Twitter, Instagram) and internet 
Essence festival

	South African Social media, internet and influencers
Essence festival South Africa
Adapt to competition 



Table 3. Elements of the marketing mix


9. Recommendations

a. Global vision
· “We strive to create an intimate and engaging lifestyle, fashion and beauty magazine for the culture of women of colour in South Africa, but inclusive of all women.”

b. International business strategy: intermediate mode of entry with elements of both the hierarchical and export modes

c. International business organisation: regional centre with local talent and strategic alliances

d. Invest in research and development for market research and risk assessment to increase changes of success of this new venture 

e. Marketing plan: global marketing mix with elements of both the standardisation and adaptation models


10. Conclusion

In conclusion, this project could help launch Essence on the global scale and increase the business’ profits and even create jobs in South Africa. Essence has the opportunity to build on its brand which is already recognised. However, there are threats within the local context such as competition and corruption. These require research and strategic planning including for the international mode of entry, organisational structure and marketing.
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