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JAC MOTORS – How a Chinese Car Manufacturer approached the Brazilian Market

According to data released by the Brazilian Institute of Geography and Statistics (IBGE) in 2010, Brazil middle class represents circa 200 million people. It is considered one of the most appealing emerging economies, especially due to the developments of a middle class eager for consumption. Moreover, according to the Brazilian Association of Importers of Motor Vehicles Companies (ABEIVA), Brazil was the 4th country in the world in the ranking of major automobiles consumers. This is with no doubt a very attractive market for world producers in this sector. However, Brazilian automobile market is a market with some peculiarities that request a very prudent operation. Given this situation, this case intends to investigate how those idiosyncrasies were approached by the Chinese car manufacturer Jac Motors, which besides having no previous experience on that market, also presented a negative country of origin effect.


14 - Special track: Teaching international business; Competitive Session
A teaching note is provided at the end of the case.



In 21 September 2011, in Folha de São Paulo, it could be read that the Chinese car producer, Jac Motors, has managed to have entered in Brazil all its cars that were still in the customs house. This was done just before the Brazilian Government to put in action a substantial increase in the IPI – Tax on Imported Goods – which considerably affects the imports of cars (and other goods) in the Brazilian market. It is also said in Folha de São Paulo: “The president of the company in Brazil, Sérgio Habib, denied that he made the decision based on inside information from the government, but said he expected a change in the tax. In the market, Jac action was taken as a strategy to by-pass the raise in the II (Import Tax). As such, like Jac, other companies also defended themselves against the government’s decision. KIA, accordingly to its president José Luiz Gandini, received six vessels full of vehicles from South Korea. He denied that the import was made due to the access to the information that the government would increase the tax soon. Yesterday, the Chinese Chery informed through a statement that they are ‘concentrating all the efforts to continue offering complete cars with fair prices, quality and technology to all the Brazilians’”.
In fact, in a boiling market like the Brazilian, to act in advance might be a good measure towards success. In the automotive sector, according to the Fenabrave (National Federation of Automotive Vehicle Distribution), the Brazilian market could not be more competitive, with about 3 800 concessionaires, responsible for a turnover of 3,3 million of licensed vehicles in 2010. Given these characteristics, no wonder that the Brazilian market presents itself as very attractive for companies in the automotive industry, and it is also expected that it has awaken the appetite of the giants of the industry worldwide, China included. On the other hand, it is not surprising that other market participants are organised in order to re-align their ways to act, either by changing their own strategies, either by lobbying the Brazilian government to protect the local industry.

BRIEF HISTORY OF THE COMPANY
Jac Motors was born in 1964 in Hefei, in Jianghuai region, which is about 500 kilometres from Shanghai. Jac stands for Jianghuai Automobile Co. Ltd. Jac Motors started its activity manufacturing truck chassis and, since 2008, it develops commercial and utility cars. In China, it employs about 20 000 workers, and it is currently present in 100 countries, in all continents, through concessionaires. Besides the manufacturing plant in Hefei, Jac Motors owns Jac Italy Design Centre, in Turin, and the Jac Japan Design Centre, in Tokyo, Japan, where creative projects in terms of interior space, structure and assembly are developed. So, we can say that the car’s interior is Japanese, with the outside being developed in Italy, under the influence of Pinifarina studio.

JAC MOTORS INTERNATIONALISATION
Since 1990 the company, which does not own any concessionaire, started its export activity, firstly by exporting truck chassis essentially to Latin America, with special relevance to the Bolivian market. Nowadays, Jac Motors is China largest car export, manufacturing one million of utility vehicles per year, with the models: J3 (Hatch), J3 Turin (Sedan), J5 (Medium Sedan), J6 (Minivan) J2 (Smart Car Concept). The company's activity includes the production of car bodies, trucks and SUVs.
Since it began its international business around 25 years ago, the company was able to have a presence in more than 100 countries. Currently, the company keeps a worldwide growth rate in sales of about 80% per year. Jac Motors is distinguished by the autonomy that it gives to their concessionaires in the different countries where they are represented. For example, concerning communicational campaign, the brand has chosen not to produce international campaigns, and does not have its own visual identity code to impose on the level of the various markets in which it operates. This signals some particularities, once it is not usual to see a multinational to give this level of independence of decision to their worldwide concessionaires.
Obviously that this autonomy which is given locally has associated advantages and disadvantages. Thus, on the one hand, each country works its communication regionally, with the possibility of meeting efficiently the needs and desires of their target market. This is done considering that local concessionaries know better than anyone the idiosyncrasies of its market. On the other hand, there is no common identity around which one can build a strong brand image.

STEADY STEPS ON THE ROAD TO SUCCESS
China has one of the cheapest labour in the world. Every year, engineers from different fields, including mechanical engineers, are trained and graduate in China. Due to this competitive advantage, Jac Motors is able to combine the values associated with low labour costs to the high competence of the labour which is, in Engineering, considered highly qualified. These conditions enabled the company to invest in building cars which were known in China for their strength and safety. Initially the company’s operation had to do with the production of trucks. This shift, based on values such as robustness and resistance, turned out to enable the brand to become one of the Chinese leading exporters in this sector.
Furthermore, in 2008, the company discovered the advantage of vertical disintegration, and began to worry with the search for the best location on a global scale for the production of the different components to assemble a car. Thus, currently, the design of the vehicle is done outside China. In practice, only the assembly of the car is done there, in order to benefit from their lower labour costs. As we have seen, the interior design is Japanese, and the exterior is Italian, and all its technology comes from various parts of the world, including from brands such as Delphi, Bosh, Continental, Visteon, and Tokico, among others (See Figure 1). 
The brand has garnered success in the various markets that they have chosen to serve, with a special attention paid to the Brazilian one, given the marriage of two fundamental conditions: a market that is extremely appealing due to the growth rates highlighted, and the competitive advantage of the brand, due to the good and recognized quality attributed to their cars, sold at very competitive prices. 
However, the road for success in Brazil was not an easy one. Several obstacles had to be circumvented before this can be considered a case study.

THE BRAZILIAN MARKET
The entry of Jac Motors in the Brazilian market started to be considered back in 2009, in a moment of noticeable expansion for Brazilian economy. According to the World Investment Report from 2011 (published by UNCTAD, United Nations Conference on Trade and Development), Brazil occupied the 5th place in the ranking of countries that attracts foreign investment, and it was estimated that this could raise some positions in the ranking within the next years. For this scenario, it certainly contributed the macroeconomic stability that the country was going through, which has proved to be crucial as a guarantee of the inflows of foreign investment in Brazil. It was widely known that the Brazilian economy was facing a moment of expansion until recently. This statement was true for the market as a whole, and in particular for the automobile sector. According to Fenabre, only in 2010, around 3.4 million of new vehicles were enrolled, and the expectation for 2011 was that this number will rise up to 3.5.
These facts were certainly not ignored by the management of the Chinese company that, when facing a market which was growing at this pace and with almost 200 million people (100 million of which belonging to the middle class[footnoteRef:1]), represented an added incentive in terms of demand growth. So, in 2009, managers initiated contacts in order to extend the company’s operations to the giant of the Latin America. They felt it was the moment to get in. In this sense, links were established with the experienced businessman Sérgio Habib. It was Sérgio Habib that, in 1991, brought to Brazil the brand Citroën, and attained the consolidation of the French brand in that market. In 2008, however, this entrepreneur has decided to hand over the presidency of the French brand, in order to engage in new projects in the automotive sector. So, after visiting several car manufacturing plants in China, and after the analysis of different alternatives in terms of Chinese brands, Sérgio Habib started the negotiations with Jac Motors, which was followed by the signing of an exclusive import contract of Jac Motors to Brazil. This contract guaranteed the Chinese brand the increase of its visibility in the world market, due to the increase of exports. In the first year, the initial objective of the brand stood at 35 000 cars. The Brazilian businessman was asked for the exclusivity of import, access to good negotiations, and the possibility to carry out adjustments to the product, in order to meet the Brazilian reality, which Sérgio Habib knew well. [1:  See http://pt.wikipedia.org/wiki/Nova_classe_m%C3%A9dia, retrived on the 28th April 2015.] 

Everything pointed to the success of this venture, especially the numbers that put Brazil in the 4th place in the ranking of countries with largest automobile market in the world, with a market of about 3.4 million cars per years in 2010 (see Figure 2). In this ranking, a highlight to the Chinese market, buyer of about 18 million cars per year, according to the ABEIVA (Brazilian Association of Motor Vehicle Importers Business). According to a research conducted by Fenabre, in 2010 the Brazilian market presented peculiar characteristics in terms of loyalty to brands from the automobile sector, considering that, on average, the Brazilian consumer changed car every 2 years and 8 months. Also, it appears that there is a large concentration of car shopping from brands such as GM, Volkswagen, Ford, and Fiat, being that the four brands together (also known as “Big 4”) represent 77% of the market. On the other side, this concentration, coupled with low indexes of brand loyalty (see Figure 3), seem to leave room for other brands to arise in the market.
Thus, the Brazilian market seemed attractive to the Chinese Jac Motors, which, associated to the rhythm of the Brazilian economy as a whole, a low brand loyalty from the consumers towards the existing brands, as well as a concentration of choices in a few brands, made this an unescapable opportunity. All these factors allied appeared to create a fertile ground for the penetration of Jac Motors in Brazil. 
According to the news website Globo.com of 15/12/09[footnoteRef:2], the entrance was expected to occur by the end of 2010. In an interview, Habib said that first cars should arrive in March 2010 in order for the resistance and durability tests to start, as well as engines calibration. According to the manager, the perspectives for the Brazilian market were audacious, especially if the “made in China” resistance effect was considered. Segio Habib was expecting sales to be of 3,000 units a month. In his own words: “In 2011, I believe that we will sell 35,000 cars and we will peak 1% market share.” Habib kept going claiming that “In 2012 we intend to pick up a number of 50,000 units. There is still lots of room to grow in the Brazilian market. (…) And we will lauch new models here at the same time as they are launched in Chine. We won’t bring to Brazil cars that are not selling anymore in China.”  [2:  See http://g1.globo.com/Noticias/Carros/0,,MUL1415977-9658,00-CHINESA+JAC+MOTORS+FECHA+ACORDO+DE+EXPORTACAO+PARA+O+BRASIL.html retrieved on the 28th April 2015.] 

 These sentences displayed the commitment that Jac Motors was ascertaining to the Brazilian market. And in fact, in the beginning on 2011 the brand was already selling in the market. Since the entry of the brand on 18/03/2011, it were opened by the end of October, 52 concessionaires, spread across Brazil. It was expected that the number grew to 70 till December of 2011. The expansion occurred via stores and via concession for the sale of the cars by the official importer – Sérgio Habib – to other entrepreneurs. In all concessionaires 3 models of Jac Motors, all produced in China, are sold. Cars come to Brazil in containers, and they are docked in the Port of Vitória, the capital of the state of Espírito Santo. Cars are then transferred overland to the different points of sale. 
In order to accomplish some of the idiosyncrasies of the Brazilian market, Jac’s cars and overall marketing-mix policies had to suffer some adaptations. 

Product adaptations
The investment required for the entry of the brand in Brazil was responsibility of the entrepreneur Habib. According to an executive of Jac, a sum of 145 million US dollars was spent, envisioning the homologation of the cars and the brand in Brazil, as well as to obtain licenses to operate in this market. Before the concession, several tests to the cars were conducted. Each model rode a million of kilometres throughout the Brazilian territory, to do tests. This process was labelled as “tropicalization” of the product, i.e., the adaptation of the cars to Brazil. This was done to analyse how the cars would react to the soil, the climate, and the Brazilian roads in general. Moreover, it were conducted tests to ascertain which changes in terms of the internal layout of the car would be needed. Managers came to the conclusion that the interior colour should be darker than in China, where the most common colour is beige; and also that panel should have its colour changed from yellow to blue. In addition, they were advised to change the layout of the gas marker and other layout and mechanical, in all the 3 initial models (J3, J3 Turin, and J6) launched. 
The first models to be introduced were J3 (Hatch), J3 Turin (Sedan), and J6 (minivan). The two first are identical in terms of design and mechanics, varying only in the exterior design. In these 2 models, it were made nearly 250 changes, since changes at the level of the shock absorbers, to the gearbox, some of them just to thrill the taste of Brazilian consumers. In the J6 model, 350 changes took place. With the exception of the wheel, that was also modified, the exterior design has remained in this model. The main adaptations that occurred concerned mainly with the need to give more power to the car; to adjust the brakes, for a better braking performance; to adjust the fuel system to work also with ethanol (called the “flex system” in Brazil); to re-calibrate the suspensions, in order to adjust them to the Brazilian conditions; to re-calibrate the power steering, to increase the driveability of the cars; to provide greater performance and security to the wheels and tires (rim 15’’); to improve the sealing and soundproofing of the cabin (use of 30 kilos of sound absorbing materials, and more sound insulating rubbers); to use new blades (Bosh Flat Blade); to modify the density of the foam of the seats, in order to provide greater comfort and ergonomics; to regulate electronically the headlights in height; to use darker colours and better fabrics inside the cabin (panels, door linings, carpets); to introduce a new instrument panel. These are just some examples of the changes made. All the changes made were 100% in accordance with the various codes and applicable laws, in particular with Proconve, Contran Anatel and even the Brazilian Consumer Protection Code. 
With regard to after-sales service, Jac Motors expressed great concern to ensure a quality service, which could be considered both, economic and timely. For this to be possible, there is a centre where Jac stores all the pieces for later distribution through the brand shops. The company is proud to have the best prices for the parts and the cheapest revisions of the market.
However, a dominant concern with regard to the entry of the brand in Brazil was connected to the fact that Chinese products are associated to an image of products without much quality, usually copycats of products from other countries and at a low price. That is, the country of origin effect (COE) that China has around the world, was not an exception in Brazil. So, this was the biggest marketing challenge: to prevent Jac Motors to be associated to the image of a product without quality, usually associated with Chinese products. And for this to happen, not only changes in product were required.

Communication adaptations
The brand was first introduced in the country in 2010, in the international motor show in São Paulo, and in Curitiba. During these shows, Jac decided to carry a small market research regarding the brand awareness in Brazil. About 83,5% from a total of 895 respondents in São Paulo and Curitiba, said they had no problem in buying a car made in China. This information excited the brand that confirmed the decision to make changes in the products and of commercialising in Brazil the 3 versions, all with air conditioning, double airbag, ABS brakes, series sound, rear parking sensors, electronic windows and lock, electric mirrors, fog lights with electric adjustment, and light alloy wheels.
To the Brazilian consumer, the phenomenon of the word-of-mouth has a strong impact. In other words, the Brazilian consumer is highly influenced by some opinion leaders. So, the company thought it would be wise to identify an opinion leader to act as a brand ambassador, someone whose image could easily be associated with the car image. They decided to hire the TV presenter Fausto Silva, also known as Faustão. This is a very popular personality, known to all Brazilians, regardless of their social class, and it was believed that he would give credibility to the Jac Motors products. Since the association of this public figure to the brand, it started to be known as “Faustão’s car”.
Either using Faustão’s image, either using other communication materials, such as outdoors, the brand looked for the development of values such as credibility, security, and trust. So, it was made a large investment on the after-sales services, which was identified as a crucial criterion, among the criteria used by the Brazilian when choosing an automobile. All the cars were communicated to have 6 years guarantee, and there was an initial stock of 2000 cars, in order to also guarantee fast deliveries. On the other hand, it was also made a significant investment on the level of spare parts and in strengthening the repair and maintenance of motor skills, since this was a fear some inquired visitors manifested.

Distribution adaptations
The popularity of Faustão seemed to meet the attempt done by Jac Motors in positioning this car as a car for the C class that today represents around half of the Brazilian population (circa 200 million people), according to the Brazilian Institute of Geography and Statistics (IBGE). However, as we know, this class is rising. As such, the brand has expressed its interest in making tangible this concern by offering better facilities, with a façade of greater sophistication, but simultaneously with a more comfortable and welcoming interior.
In terms of distribution of parts through the vastness of the Brazilian territory, firm decided to set a storeroom with 15 thousand m2 in the city of Barueri, in the state of São Paulo. This is the space that supplies all the workshops.
In 2011, Jac managed to have around 51% of the Brazilian market covered, believing that its concessionaire network was going to grow in the upcoming years, to a coverage rate of around 70%. From March to October 2011, the brand managed to garner 1% of market share. Paradoxically, while other brands choose to enter the country through big cities like São Paulo and Rio, and only then taking other southern locations, leaving the north to the end, Jac Motors approached the situation differently, opting for an early entry in the north and northeast of the country. It is also in this region that the brand decided to install its first manufacturing plant for the production of complete Brazilian made cars.
In partnership with China Jac Motors, the SHC group (owned be the businessman Sérgio Habib) has announced the construction of a plant in the state of Bahia, in the city of Camaçari, with 5 million m2, producing 100 thousand cars per year, and employing, directly, 3 500 Brazilians. The delivery of the factory was due in 2014[endnoteRef:1]. As reported by the news agency Bloomberg, the Chinese company planned to double its sales in Brazil by 2016, which implies and investment of 600 million US dollars to the construction of the plant in Bahia, and also, according to Bloomberg, the fact is due to the deceleration of the Chinese market. [1:  According to http://atarde.uol.com.br/economia/noticias/1659078-emprestimo-atrasa-e-fabrica-da-jac-motors-so-em-2016-premium, the plant was delayed due to complications with the government of Bahia, among others, and was expected to be completed just by 2016.] 


Price adaptations
Before the arrival of Jac Motors in Brazil, utility cars did not distinguish themselves based on any differentiation criterion. None of them had air conditioning, electric windows and locks, and so forth. Jac opted to follow a policy of selling complete models, without optional, with a value for money pricing policy. In other words, there were not great variations in terms of price, once the products were all of them sold with all the extras included, as part of the basic offer. This has forced the competitors to revisit their strategies, in order to follow the trend imposed by Jac Motors. Similarly, there was a kind of “Jac effect”, resulting from the price approaching done by of the competitors, in order to meet Jac Motors’ prices for the different models. Thus, for example, while the price of a J3 (most sold model of Jac Motors) was set at $ 37 900,00, circa € 16 125,00 (2011 values), other models were sold at higher prices initially which went down Jac introduction in the market (see Table 1).
It was in this context that, at the beginning of September 2011, some brands complained to the Brazilian government for the loss of their market shares, in relation to imported cars, namely those that came from China. The government’s response was immediate, and the next fortnight the government increased the IPI (Tax on Imported Goods) to 30 %, justifying this measure with the need to encourage the growth of the Brazilian industry. However, Jac Motors managed to anticipate the rise in the tax, and brought 6 000 vehicles to the Brazilian market, just before the introduction of the new tax, at the old price. The decision to set a plant in the Northeast part of the country was the decision that followed, so that Jac could start producing in the market, thus avoiding importations.

MILESTONES SET BY THE BRAND RIGHT AFTER THEIR SHORT PRESENCE IN BRAZIL
One of the particularities of the Brazilian market was related to the initial number of employees that the company had to employ, in order to ensure a strong presence in the country. 500 professionals were hired just when the operations started in Brazil, from commercial directors, managers, mechanics, after-sales managers, and especially sellers. This whole team was hired in record time, between November 2010 and February 2011. It was done a significant effort of extra work, as well as a great effort in term of hours of initial training. In December 2010 the first store was opened in São Paulo, and it worked as a pilot for the others. Only in this store, in the 3 months prior to the inauguration, 200 cars were sold.
The opening of the first store was named the “J Day” – on March 18. On this date, 32 concessionaires have opened their doors, simultaneously in multiples cities across the country. The model around which more buzz was created was the J3. Faustão was the personality that Jac Motors wanted to associate to the brand since the first day and endorsed the brand. In May 2011 J3 Turin was released, and in August, the J6. During this period, 145 million US dollars were invested in movies for TV, ads in magazines, newspapers, and outdoors. The cars were displayed in 45 shopping centres throughout the country. In addition, an important communicational effort was made with the leading journalists from the automobile sector, who received cars to drive for several months. This effort became visible in several articles in the press dedicated to Jac Motors’ cars. Following this, J3 was elected as the best car in the year in the segment of R$ 30 000 to 40 000, by the magazine “4 Rodas”.
From March to August 2011, the brand has managed to earn 11,18% of the total market of the companies that import cars in Brazil. According to the Brazilian Association of Motor Vehicle Importers Business (ABEIVA), in 5 months Jac Motors had already sold 14 459 cars in Brazil, while all the companies associated to ABEIVA together had only sold, from January to August 2011, 129 281 cars (data from September 2011). Jac Motors is in the 2nd place in the ABEIVA’s ranking, behind KIA, which from January to August sold 53 918 units in Brazil. In 3rd place is other Chinese company, Chery, which is operating in the market since two years ago, and that, till August 2011, had sold 12 770 units.
In August, sales of imported vehicles by companies that do not have factories in Brazil doubled (with an increase of 104,1% over the same period), revealing an increase of 11,3%, when compared to July 2011. These growths were considered auspicious and were presented as important incentives for further development of Jac Motors’ operations in the Brazilian market. By 2011 the brand was able to achieve about 1% of the national automobile market, which is a great achievement for a Chinese company that arrived to the country less than one year ago.

AFTER THE FIRST MILESTONES HAVE BEEN 
The brand was expecting in 2011 to open 20 more concessionaires (until the end of that year), reaching the mark of 70 sales point spread across the country. In major cities like São Paulo, Rio de Janeiro, and Brasília, Jac Motors intended to reach 3% of market share (bearing in mind that in these locations the current market share is 2%). This objective contributes in a certain way to the achievement of the more general goal, which was the brand to be able to sell about 4 500 cars per month.
In its webpage of the company in the end of 2011, Jac announced the opening of the plant that was being planned to be located in Bahia. This manufacturing unit was expected to produce 100% Brazilian cars, employing more than 3 000 people. The idea was that building a manufacturing plant, would foster the consolidation of the brand image in Brazil.
Given the successful first year of the brand operating in Brazil, Jac Motors planned to extend the good practices achieved in this market to other international target markets, such as the USA, and Eastern Europe countries. Thus, the brand believed it was important to empower the local subsidiaries in terms of marketing-mix, so that they could transmit the image of robust cars at low prices, which can then be adapted in order to maximise simultaneously both:
· The advantages associated with an unique image;
· The benefits due to the capacity that subsidiaries have to shape the different pricing, distribution and communication policies to the local specificities.
It is the symbiosis between these two desiderata that creates the strength of a brand which seeks to transform any disadvantage associated with the country of origin effect, into an opportunity to gain ground in emerging economies, where the middle class purchasing power is vigorous and an incentive to focus on this segment. 
What the managers and deciders of Jac Motors were not expecting though, along with many other businessman and even politicians, was the economy of Brazil to face a downturn as the country seems to be facing now. In fact, the economy of Brazil started slowing down in 2012. Despite the GDP growth rate of 2010 of 7.5% and the average obtained from 2004 to 2010 of 4.5%, the slowdown started already in 2012 that registered a value of only 0.9%. (Serrano & Summa, 2012). According to the Central Bank of Brazil, GDP grew only 0,1% in 2014. Along with these shifts, also unemployment rate grew and the purchasing power slowed down, not meeting the worse expectations. 
This slump did not only surprise Jac as it catch unprepared investors in the country that had to cool down their investments. As for Jac, they remain interested in opening the factory which, following some difficulties with the local government of Bahia, is now on the move. Construction is undergoing since January 2015 and the current president of the company in Brasil, Mr. Tarcísio Telles, will made use of a total of 1 billion real investment. When in full operation, the plant – where the company expects to produce the initial 3 models of the brand, plus the other 3 models recently introduced on the market, is expected to generate employment for 13,500 people (direct and indirect employment)[endnoteRef:2]. The company expects the knowledge obtained via this international experience can fuel further market entries namely in other Latin American countries. [2:  In http://g1.globo.com/bahia/especial-publicitario/prefeitura-de-camacari/noticia/2014/12/jac-motors-assegura-construcao-de-fabrica-para-janeiro-em-camacari.html, in 23/04/2015.] 

TEACHING NOTE
[bookmark: _Toc254798861]With this note it is intended to make known the way that the case of the Chinese company Jac Motors can be used in the context of a classroom. Thus, we add a summary of the case, as well as the educational goals that it is aimed to achieve, the profile of the target students, a lesson plan that incorporates the teaching approach, and strategy to follow during the application of the case.
SUMMARY
According to data released by the Brazilian Institute of Geography and Statistics (IBGE) in 2010, Brazil middle class represents circa 200 million people. It is considered one of the most appealing emerging economies, especially due to the developments of a middle class eager for consumption. Moreover, according to the Brazilian Association of Importers of Motor Vehicles Companies (ABEIVA), Brazil was the 4th country in the world in the ranking of major automobiles consumers. So, it was a very attractive market for world producers in this sector. However, though the Brazilian automobile market is a market with some peculiarities that appeal that to operate in this country one might be, at least, prudent. Given this situation, this case intends to investigate how the entry of Jac Motors in Brazil is characterised.

THEME AND PROGRAM CONTENTS
Jac Motors case study was developed on the basis of an IB perspective and it can support the following theoretical frameworks:
1. SWOT Analysis
2. International market development strategy and entry mode decisions
3. Brand positioning
4. International marketing-mix strategy
5. Dilemma adaptation vs. standardisation
6. Country-of-origin effect

EDUCATIONAL GOALS
After reading the case, students should be able to:
i. Understand the characteristics expressed by the Brazilian market to the entrance of Jac Motors Company and the way that the characteristics of this market went with the objectives and resources of Jac Motors.
ii. Identify which was the strategy defined by Jac Motors to serve the Brazilian consumers.
iii. Identify the international marketing-mix program used by Jac Motors in Brazil and identify the changes that Jac Motors had to implement in order to better serve the market. 
iv. Understand how the problem of the country-of-origin effect was manifested in this case.

STUDENTS PROFILE
This case study is aimed at higher education students in IB (undergraduate, masters or MBA) and is intended to illustrate a real situation in the field of international marketing and international business.
[bookmark: _Toc254798941]LESSON PLAN
See table 2.

QUESTIONS FOR DISCUSSION
Question 1 – Contextualise how did Jac Motors decide to enter the Brazilian market, framing the strategy taken by the company in the Igor Ansoff matrix (matrix of product/market growth), and producing a SWOT analysis.
Answer to question 1 – Jac Motors sought to expand internationally by developing new markets. The market research conducted in Brazil took more than two years to be concluded. The market presented some attractive facts, such as its high number of inhabitants, and especially the leadership position that the country presented in terms of cars consumption. Furthermore, there was clearly encouraging data regarding the rise of an important social class for the type of vehicles produced by Jac Motors: the middle class (class C consisted of about 95 million of Brazilians), eager for consumption, and with a relevant purchase power, given the appreciation of the local currency, the real. Another interesting fact that can also be seen as an opportunity is the weak brand loyalty that the Brazilians express towards the brands from the automobile sector. So, the company did not hesitate to conclude that it was an attractive market. 
However, in addition to the opportunities found, some threats were also found, such as the concentration of the Brazilian automobile market in the hands of the so-called "Big 4": Fiat, Ford, GM and Volkswagen. It must also be considered the physical distance between China and Brazil, which increased the transportation costs, and consequently influences negatively the price of the final product. In addition, there is also the high cultural distance between the two countries, which is exacerbated by the fact of the existence of a certain difficulty in Brazilians recognizing quality in products originated in China. Finally, there is the need that some foreign brands have had when entering a market like the Brazilian, where the cars seem to need to have more adjustments than those normally required in other markets, as fuel in Brazil is not only gasoline and diesel, but also ethanol.
It should also be highlighted the assessment of their own strengths and weaknesses that the company had to do, and that allowed them to identify their adaptive flexibility as a force and the country-of-origin effect as a weakness. This caused the brand to assume since the beginning that they would need to a very strong entry strategy in order to create brand awareness. The strategy should also consider the fact that Brazil is a huge country and hence the need to achieve a good market coverage. The association with a local element that knew well the automotive proved to be, therefore, critical.

Question 2 – Which should be the positioning adopted by the brand in the Brazilian market?
Answer to question 2 – After an extensive work in terms of market research, and knowledge of car consumer behaviour, Jac Motors realised that the situation was favourable to its entry. Nevertheless, they would need to work based on a value proposition that would meet the characteristics of the local people. Thus, they chose a good price-quality relation, in order to achieve the necessary sales to boost its presence in the market. So, they developed the idea of offering complete cars at popular prices. The brand also admitted that it could be possible to influence the consumers’ ego by convincing them that the cars they produced were intended to the Brazilians and that they could actually be acquired by them. And, as they wanted to work on this value proposition, they would have to hire someone popular to be the brand ambassador, and becoming part of the brand image. The objective was to spread as far as possible the idea that Jac Motors was offering a complete car that any Brazilian could afford. In terms of market, the brand used cities such as São Paulo and Curitiba to study the degree of resistance of the consumers to this new concept.
Question 3 – What alterations did Jac Motors have to do in its marketing-mix, in order to reach the best way to meet the specific local conditions and which marketing-mix elements did the company maintained, in order to meet any economies of scale?
Answer to question 3 – With regard to the product itself, the brand realised that they should continue to invest in a car for the middle class, and if they really wanted to benefit from economies of scale, they could not have many versions available. Thus, Jac Motors focused only in 3 models: J3 (Hatch), the J3 Turin (Sedan), and J6 (Minivan) that, however, needed to be “tropicalized”, in order to adapt them to the Brazilian weather and roads, and also to the Brazilian consumers, who prefer less angular cars. However, the design remained in the hands of the same designers that previously worked for the brand, to whom it were ordered the changes. On the other hand, some changes were also made on key safety features, such as ABS brakes and ABD, and the introduction of a double airbag. Regarding the physical durability and the performance of the engine, the hallmark of Jac Motors, was maintained. The Brazilian average consumer was used to cars without air conditioning, hydraulic steering, air bag, ABS brakes, and other items offered as the standard product. So, the proposal Jac Motors presented was well above the average.
Regarding the price, it was believed that this should allow the maximum possible number of class C consumers to have access to one of the three Jac Motors versions available, either of them complete. Thus, based on various intrinsic features of the local purchasing power, it was decided to set a simple pricing policy: the car was sold for R$ 37 900,00, circa € 16 125,00 (2011 values). When compared to the competitors, Jac Motors proposed to offer a lower price, thus adding more value to the customers, once the car is fully equipped with all the extras. Also, the prices for the cars services and parts were presented in the market at more competitive prices that the competitors.
Concerning the communication, the brand always remained loyal to the belief that it was needed to associate their cars to a very popular public personality, known by all the Brazilians. The choice was Faustão, the most well-known TV presenter in Brazil, who has a show every Sunday, which has a high audience rate. The idea was to associate the image of the car to the image of the presenter, spreading their knowledge throughout the country. Thus, it was made a huge investment in mass media like TV. Note that the brand was totally unknown in Brazil, and it was necessary to create an immediate widespread recognition. The claim of the brand was “Now you can have a complete car, at basic prices.”.

Question 4 – How did Jac Motors faced the negative country-of-origin effect associated to the brand?
Answer to question 4 – Jac Motors succeeded enough in few months in the Brazilian market, to overcome its competitor, the Chinese Chery, which when entered the market opted to proceed to few changes in its cars, and, in general, was more conservative regarding the investments regarding adaptations of the marketing-mix strategy. A fact was that Brazilians do not have a good opinion about Chinese products, having one of the worst images in terms of country-of-origin effect. So, Jac Motors already knew that they had to work well their marketing strategy, in order to trivialise its origin, in relation to the other advantages presented by the brand. The association to a well-known Brazilian figure, who was beloved by the Brazilians, managed to dilute this effect, as well as the fact the brand sought to offer a full equipped car at a price that is not so low that the consumer do not eventually think this is due to quality failures. Faustão himself announced: “Jac Motors arrived Brazil to change everything you’ve ever seen” and also “A car that doesn’t have optional is complete in all its features”. On the other hand, Jac Motors thought it was very important to have a place to sales and post-sales service with some sophistication in terms of comfort and style, which helped the brand to improve their positioning. This was an important marketing task, but the company also worked on several aspects to achieve this, since the car in itself, the communication, the price, and the distribution. 
Furthermore, it should be pointed out that the brand made a huge bet on the adaptation of the car to the Brazilian market, disguising the idea that Brazilians were buying a Chinese car. If it is true that the car was imported directly from China, in order to soften the perceived effect that may remain, Jac is currently building a manufacturing plant in the northeast of Brazil that will produce cars that will be considered Brazilians. In the past, few Brazilian buyers felt beguiled by buying a car from a foreign brand that, having left the country, left the consumers without replacement parts. Now, by creating a manufacturing plant in the country, Jac Motors is already giving a clear signal of their intent of staying, and definitely closer the ties with the Brazilian market.

Question 5 – How did Jac Motors managed the issue of the extant competitors and how did they react to Jac Motors entry?
Answer to question 5 – Jac Motors knew they were going to entry a market where the so called “Big 4” has a large market, in particular because of years of history in Brazil. However, it was also known that Brazilians are not very loyal to brands and, therefore, they would certainly be willing to accept a new brand in the market, it if presented a good value proposition, which was what happened.
In a first moment, the competitors reacted by lowering the prices of the models they considered complete, in a way to match the values that Jac Motors offered. The competitors with interests established in the country made use of lobbies, in order to make the government protect the domestic industry, disfavouring the imports. This was the trigger that made Jac Motors anticipate opposition, leading them to import thousands of cars before the increase of the tax on imported products. Jac Motors reacted by offering, within the range of items included in the price, leather sets. On the other side, as it was already mentioned, they keep on going the construction of the manufacturing plant in the Northeast.
However, competitors found themselves in the need to adapt their proposals, and started to offer more equipment and to emphasise in its proposals aspects that have not been mentioned before, like the car service and the parts. In addition, they needed to reduce their prices: either the ford Fiesta, the Citroën C3, and the Peugeot 207, whose prices were about R$40 000, and dropped to R$37 900, exactly the same price charged by Jac Motors.

FEEDBACK
The case was tested in a 120 minutes MSc. class of the subject International Marketing. The students showed curiosity and interest, as the brand is still new in Brazil. There was an initial phase in which the students exchanged their views about their knowledge on the brand. Then, there was the resolution phase of the proposed questions. The proposed ties were considered adequate. Bearing in mind that the number of students in the room was 22, it were formed 5 group of 4-5 students. The groups prepared within the proposed time, the answers to the questions, which were answered in slides presented in the 30 minutes proposed. 
The proposed objectives were reached, and none of the groups manifested major difficulties when answering the questions. The learning experience came out favoured by the fact that the students understood well the dilemma adaptation vs. standardisation, as well as the issue of the country-of-origin effect. 
Although in this particular situation the case study has been analysed in a classroom context, it presents all the needed characteristics to serve as an evaluation element in the context of a written test.
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Figure 1 – J5 (sedan) and J6 (Minivan)
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Figure 2 – The world's largest markets in terms of annual consumption of cars
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Source: Jac Motors, 2010, adaped from ABEIVA.

Figure 3 – Levels of loyalty to automotive brands in Brazil
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Source:Jac Motors, 2010, adapted from Motor Press.

Table 1 – Changes suffered in the prices of the J3 competitors J3 after its introduction in the market 
	
	Before
	After

	Citroen C3
	R$41.000,00
	R$ 37.900,00

	Peugeot 207
	R$ 41.000,00
	R$ 37.900,00

	Ford Fiesta
	R$ 40.000,00
	R$ 37.900,00



Table 2 - Proposed organization of the class
	Phase
	Objectives
	Educational Resources
	Duration

	Introduction
	- Delivering the case to the students to read it.
- Theme framework and presentation of the case summary;
	 - Case Study

	30'

	
	- Organise the students into groups of 3-4 elements (depending on the number of students that constitute the class);
- Explanation of the work to be done.
	
	

	Development
	- Explanation, by the teacher, of the approach used by the company on its entry strategy in the Brazilian market, with environmental analysis and analysis of the automobile consumer behaviour.
	  - Slides
	30'

	
	- Discussion and resolution of the questions proposed by the teacher.
	
	

	Conclusion
	- Presentation of the conclusions using Power Point, by each group, and intergroup discussion, promoted, encouraged and guided by the teacher;
	 - Slides.
	30'

	
	- Summary and discussion of the findings and lessons learned;
	
	

	
	- Clarification of doubts;
	
	

	
	- Closing of the session, mentioning the educational objectives achieved.
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