INFORMATION TO USERS

This material was produced from a microfilm copy of the original document. While
the most advanced technological means to photograph and reproduce this document
have been used, the quality is heavily dependent upon the quality of the original
submitted.

The following explanation of techniques is provided to help you understand
markings or patterns which may appear on this reproduction.

1. The sign or “target’” for pages apparently lacking from the document
photographed is ‘‘Missing Page(s)". If it was possible to obtain the missing
page(s) or section, they are spliced into the film along with adjacent pages.
This may have necessitated cutting thru an image and duplicating adjacent
pages to insure you complete continuity.

2. When an image on the film is chliterated with a large round black mark, it
is an indication that the photographer suspected that the copy may have
moved during exposure and thus cause a blurred image. You will find a
good image of the page in the adjacent frame.

3.When a map, drawing or chart, etc., was part of the material being
photographed the photographer followed a definite method in
“sactioning’’ the material. It is customary to begin photoing at the upper
left hand corner of a large sheet and to continue photoing from left to
right in equal sections with a small overlap. If necessary, sectioning is
continued again — beginning below the first row and continuing on until
complete.

4. The majority of users indicate that the textual content is of greatest value,
however, a somewhat higher quality reproduction could be made from
“photographs” if essential to the undeistanding of the dissertation. Silver
prints of “photographs” may be ordered at additional charge by writing
the Order Department, giving the catalog number, title, author and
specific pages you wish reproduced.

received.

University Microiilms International
300 North Zeeb Road
Ann Arbor, Michigan 48106 USA

St. John's Road. Tyler's Green
High Wycombe. Bucks. England HP10 8HR

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



78-3874

CHADRABA, Petr George, 1947-
CROSS NATIONAL COMPARISON OF VALUE
PERCEPTION.

The University of Nebraska - Lincoln,
Ph.D., 1977
Marketing

University Microfilms International, ann arbor, Michigan 48106

@ 1977

PETR GEORGE CHADRABA

ALL RIGHTS RESERVED

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



CROSS NATIONAL COMPARISON OF

VALUE PERCEPTION

by
Petr G, Chadraba

A DISSERTATION
Presented to the Faculty of
The Graduate College in the University of Nebraska
In Partial Fulfillment of Requirements
For the Degree of Doctor of Philosophy

Business Area

Under the Supervision of Associate Professor John Brasch

Lincoln, Nebraska

September, 1977

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



TITLE

CROSS NATIONAL COMPARISON OF

VALUE PERCEPTION

BY

Petr G. Chadraba

APPROVED DATE
Dr. J. Brasch Sept. 9, 1977
Dr. P. McVey Sept. 9, 1977
Dr. C. K. Walter Sept. 9, 1977
Dr. W. Dobson Sept. 9, 1977
Dr. K. Broman Sept. 9, 1977

SUPERVISORY COMMITTEE

GRADUATE COLLEGE UNIVERSITY OF NEBRASKA

GRAD S2002 300 B5-66(M

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



ACKNOWLEDGMENTS

I would like to express my thanks to Professor John Brasch who, as
ny advisor, had the thankless task of seeing me through this doctoral
program, and Professor C. K. Walter for his constructive help during the
writings of this dissertation. I am, also, greatly indebted to Jose
Inguanzo who provided invaluable help and advice during the computer
analysis of the data.

Additionally, I want to recognize the importance of Dr. E. Ruhli,
University of Zurich, Switzerland, and Dr. J. Obrecht, University of
Strasbourg, France for the success of this research. Without their
help, this study would have never materialized. They were responsible
for collecting data from the Swiss and French college students.

Finally, I am grateful to my mother, wife and son for their en-
couragement and understanding during the difficult times typically
associated with the writing of a dissertation.

P,G.C.

ii

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



TABLE OF CONTENTS
Chapter

AcknowledgmentSe s o o s o ¢ o o » s o o s o o s ¢ o
ADSTXact o o o o s o ¢ o o o 2 e 0 0 0 a s s s e
List of TableS s o o o o o o ¢ o ¢ o s o s s ¢ o o o
I, INTRODUCTION 4 s o s 5 2 = s o ¢ ¢« s o o s o o o o o
Statement of ProbleMe ¢« o o o o o o o o ¢ s ¢ o o
Organization of the Study « o o o ¢« 0o ¢« o o ¢ o o
IT., REVIEW OF THE LITERATURE « « o » o ¢ o s o o o s o o

Part I
Marketing Strategy for Foreign Markets. « « ¢ « &
Common Marketing Strategy for All Markets + + « .

Custom-Tailored Marketing Strategies for Every
COlmtI'y-u-oonolcno-oooo-o-ou

Marketing Strategies Tailored to a Cluster of
ForeignCoun'trieS.....-.....-....

Summary of Part I o « o« o o ¢ o o o o o o o o o o
Part IT

Price As a Marketing Mix Variable « o ¢ o o o o o
Psychological Influence of Price~-IJ.S. Studies. .
Pricing For Foreign Markets « o« ¢« s ¢ ¢ ¢ o o o« o
Behavioral Studies on Foreign Consumers « o o s
Summary of Part ITe o« o o o o s s s ¢ ¢ o o s o »

Sulmna.ryo-cnouco-o-ncnlnoc-nn

III ] m{ommcyl . [ ] [ ] L ] L . ] ] L L [ ] ] L] [ ] [ [ ] [ ] . L] L] L

Introductione o« o o« o s s o o o o ¢« s o ¢ s s ¢ s

Statement of the Probleme o« « ¢ o« ¢ s o o« ¢ « o o
iii

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

Page
ii

vi

10

11

13

17
17
21
24
<7
28



Chapter
Hypotheses. «
Countries « .
Samples o o
Productse « »
Price + s o o
Questionnaire
Data Analysis

Summal'y...

IV. ANALYSIS OF THE DATA

Introduction tc Sample.

Analyses of Comparative Sample Characteristics.

Summary of Sample COmpariSONe « o o « ¢ o o o o

Introduction to

Analysis of the

Hypothesis I.

Hypothesis II

Hypothesis III.

Hypothesis IV

Data Analysis

]h.'tao e o e o

Summary of Hypotheses

Testing

Post~Hoc AnaIYSiS « s 8 o s 0

SuInma'ry 1] ] . [ ] . L [ ] L] ] . ]

V. LIMITATIONS AND CONCLUSIONS. .« «

Limitations

TheSa.mple..........
iv

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

Page

33

37

39
y

by

L6
48

51
60

62
63
69
71
72
7h
75
80
82

82



Chapter Page
The ProdUcCtSe o s o o o o @« ¢ s o ¢ o o s s s o o o o 83

The Desigrl L] . [ ] [ ] [ ] . L ] L ] ] . L ] [ ] ] L] e L] [ ] L] [ . L} L] 8 3

Cross-Cultural Scope. e« 6 5 9 9 o 8 8 5 8 8 8 & 0 0 84
Conclusions
Relation to Previous ResearCh o o o« o o s o o o o s » 84

Direction in Future ReseaXcChe o« o o o ¢ o ¢ o o o o o 86
Applicability to Maxketing: « o o o o o o ¢ ¢ o ¢ s & 87
SUMMAYY o o ¢ ¢ o ¢ ¢ ¢« o o ¢ o o 0 6 8 o ¢ o o 3 o ¢ 91
BIBLIOGRAPHY: « « o o o o o o o o o o o 0 o o s o s s 92
APPENDIX Au v o o o o o o o s s o s 8 ¢ s ¢ o ¢ o s o 95
APPENDIX Bue o o o o s o o o o s s s 8 s s s o ¢ o o o 97
APPENDIX Cu s o o o s o o s o o o s s s ¢ s o o o o o 99
APPENDIX De o o« o o s o o o o o o s s s o ¢ s s s 0o 101
APPENDIX Eu o o o s o s o o s s a o s s s s o ¢ o oo 107
APPENDIX Fo o o « o o o o o s o o s s o s o s o s o« 113
APPENDIX Go o o o o o o o s o s o s 8 a o s o o s oo 119
APPENDIX Hu o « s o o o o o o o s o 8 ¢ s s 8 s o o ¢ 125
APPENDIX To o « o o o 6 o o o s o s s s s o o o ¢ oo 127
APPENDIX Je o o o o o o o v o s o s 8 ¢ o o o o o oo 129

APPEINDIX K [ ] [ ] . [ ] [ ] ] L] [ ] L [ ] . L] [ ] [ ] L] [ ] L [ ] L] L) L . 1 31

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Table

o N \\n F W N

O

10
11
12
13
1L
15

17

18

19
20

21

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

LIST OF TABLES

Summary of Research on the Topic of Marketing in Foreign

CountrieS ¢« « o« s o ¢« ¢ s o o ¢ s ¢ 5 s ¢ 6 s o ¢ 5 o o o

Summary of Behavioral Studies on Foreign Consumers.

Economicmta...-..---..-...-.-.

Demographic Characteristics of the Sample Groups.

Sex Distribution in Samples « s o o« ¢ o o o« s o o

Distribution of Marital Status in Samples « « o

U.S. Distribution of Marital CcatuS o« o ¢ o o o o

Distribution of Working and Non-Working Students.

Distribution Breakdown Based on Place

Autor.obile Ownership - Family . « &
Automobile Ownership -~ Students . .
Automobile Ownership = U.S.A. o & &

Ownership Distribution in Percent .

of Residence.

Average Values Expressed by the Respondents

7Z-Values Based on Mann-Whitney U-~Test « « »

Kruskal-Wallis Chi-square ScoresS. « o « s

Kruskal-Wallis Chi-square Scores For Owners
ProduCtSe o« o« o s o ¢« o ¢ 8 o s ¢ s s ¢ o 0 ¢ o o s o &

L]

of the Base

Kruskal-Wallis Chi-square Scores For Non-Owners of Base
ProduCtSe o o o o o o o o ¢ 5 5 ¢ s 5 ¢ o o o o o o o &

7-Values Based on Mann-Whitney U-=Test ¢« o« o ¢ ¢« o ¢ o &

7-Values For Owners, Based on Mann-Whitney U-Test « . o

Z-Values For Non-Owners, Based on Mann-Whitney U-Test .

vi

Page

16
29
35
52
54
55
55
56
57
59
59
60

62
6L
67
69

72

73
76
78
79



CHAPTER I
Introduction

When entering a foreign market, a company has to make a series of
decisions on what types of marketing strategies to use. It can decide
to handle a new country like all other countries, or it can differentiate
its strategy based on market characteristics. Each approach may have
benefits., Differentiation offers the advantage of being able to tailor
a marketing strategy to the exact needs and wants of a respective market.
Treating all countries alike, in other words a standardized approach,
enables the company to work with strategies already developed and proved,
Also, with standardization, economies of scale in production and market-
ing will be reached since there will be no change in product, package,
promotional effort, price, or other marketing variables, Unfortunately,
neither complete standardization of marketing strategles across national
borders nor an entirely tailor-made strategy for each country is likely
to be the best for a number of reasons.

A company practicing entirely differentiated marketing strategies
will realize more problems as its involvement in new forelgn markets
increases. Every additional market will require a development of a new
marketing strategy. Strategic elements of the marketing mix such as
product, package, promotion, and price, will have to be newly designed
again and again., Marketing functions will be duplicated, albeit slightly
different, leading to a high cost of selling overseas. Ultimately, the

company, with many differentiated national markets, creates a marketing
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monster which is impossible to manage, umnecessarily expensive to keep,
and difficult to Justify.

A standardized approach would eliminate ail of the drawbacks of high
cost and inefficiency associated with the differentiated marketing strat-
egy approach. At the same time, however, it produces probably disadvan-
tages of its own. Common knowledge establishes that markets are not the
same. National markets differ in culture, infrastructure, the level of
economic development and social structure. Suggesting that all markets
are the same also overlooks the proven benefits of market segmentation.

Most companies realize that some degree of differentiation is nec-
essary since people and markets are different. Al the same time, cost
considerations suggest that some degree of standardization is also nec-
essary., Thus, companies take a middle ground.1 They practice what
could be called limited or controlled markeﬁing standardization. Argu-
ments in favor of this approach suggest that national markets have a
certain degree of similarity. In fact, "cluster analysis" has been used
to show that countries can be grouped on readily observable economic and
demographic variables. For instance, income levels are reasonably close
in a2 number of countries. Religion tends to cross national boundaries.
The standard cf living is comparable between some countries. These and
other variables can be used to form country clusters with similar market

enviromments.

1Prakash S. Sethi, "Comparative Cluster Analysis for World Markets,”

Journal of Marketing Research VIII(August 1971): 3u48-354; Prakash S.
Sethi and Richard H. Holton, "Country Typologies for the Multinational
Corporation: A New Basic Approach,"” California Management Review XV
(Spring 1973): 105-118.
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While only few authors will try to dispute the benefits of the
formal or informal clustering of several countries on the basis of demo-
graphic and economic data, the behavioral assumption implicit in this
concept is subject to debate., That is, clustering countries purely on
the basis of demographic and economic variables suggests that consumers,
regardless of nationality, in a cluster, will behave similarly because
of demographic and economic influences., Therefore, similar marketing
strategies can be used. Clustering by demographics implies that pur-
chasing behavior is a function of age, sex, income, and so forth. And
as long as demographic variables are similar, identical marketing strat-
egies will produce the same result. These implications are tenuous at
best.

Kotler explained that a product's value is perceived by consumers
through a "black box".2 This box processes all inputs and produces out-
puts that results in the purchasing behavior of a consumer. Behavioral
variables are most important to this black box theory.

One of the informational black box inputs that will influence the
purchasing outcome is the price of the product. Others are product
characteristics, envirommental characteristics, consumer characteristics,
and situational variables, such as knowledge of or past experience with
the product.,

Unfortunately, the persuasive powers of a price on purchase behav-

ior are often ignored in international trade. Sometimes companies tend

2Philip Kotler, Marketing Management, 2nd ed. (liew Jersey; Prentice-
Hall, Inc., 1972).
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to implicitly assume that either people in all countries or at least in
significant conceptual clusters of countries process price information
in their collective "black boxes" similarly. Such an assumption toler-
ates undifferentiated relative prices across national boundaries. At
other times, companies apparently assume that price is not a significant
"plack box" input, thus justifying the use of cost-plus pricing methods.

Under cost-plus pricing, the majority of exporters follow a rather
mechanical approach when establishing selling price. First, the cost
of manufacturing a product is determined. Then, all additional costs,
such as administrative, distribution, custom charges, allowance for
middlemen's margin, etc. are added on a per unit basis without any con-
sideration of the sales volume potential or local market conditions.
Since entering a foreign market will generally add additional costs to
those associated with domestic marketing, the final price of the product
is generally higher than that of an identical product sold in a domestic
market, This mechanical approach may resuit in a price completely out
of line with a particular market's characteristics and the intended
market segment's perception of the right price.

The demographic method of cluster analysis will show whether or not
the means to satisfy needs and wants are present., However, no study has
looked into the second part of this assumption: do foreign consumers in
different countries value, in monetary terms, their needs and wants
similarly? Do "black boxes" work the same? In other words, once these
consumers express a need for a product, and have the means to satisfy
it, will they pay the same price in relation to other products as an

indication of value regardless of nationality? If the answer is yes,
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then standardized pricing is justified. On the other hand, if products
are not valued the same, standardized pricing is not justified. Perhaps
cost-plus pricing is then a more acceptable approach, due to its sim-

plicity and ease of application.

Statement of the Problem

This study will attempt to determine if there is any evidence
suggesting that the value of a product improvement, in terms of the
monetary cost of acquiring it, is perceived equally by consumers in
countries having similar demographic characteristics. Stated in the
form of a question, if consumers in different demographically clustered
countries are asked to value a list of products, will there be observable
differences by country? Conventional business practice suggests that
there will not be any differences.

The widespread use of demographic market segmentation to locate
potential markets and the almost universal use of the cost-plus method
in determining the final price suggests, as stated, that firms assume
that consumers have similar perceptions of value across national bound-
aries. But this premise needs to te tested. Do differences between
national markets require special pricing differentiation or is the value
perception process and result so cross~culturally close that the right
price in one country will likely also be the effective right price in
another? Price is an important variable in determining whether or not
a product will be purchased. Unless someone can show the presence or
the absence of common value percention, no effective marketing sirategy

can re developed.
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Organization of the Study

This dissertation is divided into five chapters. Chapter one
introduced the geﬁeral topic of the main area and affirmed the Statement
of the Problem. The second chapter will discuss previous research as it
relates to the main topic of this study. Chapter three will state the
main hypotheses and the methodology used to test these. The fouvr coun-
tries, the sample groups and the instrument employed to gather the data
will also be discussed. Chapter four indicates the results that were
obtained from the data gathering and gives the results of testing hy-
potheses, In the final chapter the limitations of the study will be
discussed as well as its relation to past and implications for future
research. Some concluding comments will be also made regarding the

potential usefulness of this research to the marketing manager.
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CHAPTER II

REIATED RESEARCH

Introduction

The review of literature chapter is divided into two major sections.
The first part discusses the general outlook on international marketing.
Some researchers suggest international marketing is no different from
domestic marketing since consumers in all countries have the same needs
and wants, and proper marketing strategy should satisfy these needs and
wants.1 Others advocate exactly the opposite. They believe countries
are too diverse, The cultural, economic, demographic and geographic
forces are too distinct. Hence, there is no intermational marketing,
rather there is marketing in local foreign countries.2 A third group of

researchers believes in the possibility of clustering countries into

1Ma.lcolm M. Barnum, "Multinational Marketing: Eight Selling Prin-
ciples that Work Anywhere," Management Review 60%July 1971): 23-28;
Eric Elinder, "International Advertisers Must Devise Universal Ads,"
Advertising Ace XXXII(November 27, 1971): 91-96; and A. C. Fatt, "A
Multi-National Approach to International Advertising,” Intermational
Executive VII(Winter 1965): 5-6.

2Millard H. Pryor, "Planning In a Worldwide Business," Harvard
Business Review 43(January-February 1965): 130-139; and G. Weissman,
"International Expansion,"” In Plotting Marketing Strategyv, A New Orien-
tation, edited by Lee J. Adler, (New York: Simon and Schuster, 1967).
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segments reachable with similar marketing strategies.3 While on the
surface no two countries are alike, not all variables influence a given
product or service. A company should identify external variables in-
fluencing a specific marketing strategy for a particular product and
determine if these are present and reasonably similar in other foreign
markets. It is the similarity rather than dissimilarity that marketing
managers should be looking for. This approach to international marketing
could be called controlled or limited standardization of intermational
marketing strategies.

The second part of the literature review looks at price strategy as
an integral part of a marketing plan. It will first discuss price as a
part of a marketing strategy developed by American firms aiming at the
domestic market. Very few business executives still believe that a
lower price will automatically generate an increase in sales, as the
economic theory suggests. Price is used as an indicator of quality,
uniqueness, demand, and other features considered by consumers before
purchasing a given product. Is price an important and integral part of
an international marketing strategy? " The second part will also discuss
studies showing how this marketing mix variable is treated by American

companies selling in foreign markets, as well as how much is known about

3Rober“t D. Buzzell, "Can You Standardize Multinational Marketing?"
Harvard Business Review 46(November-December 1968): 102-113; Prakash S.
Sethi, "Comparative Cluster Analysis for World Markets,"” Journal of
Marketing Research VIII(August 1971): 3U8-354; Prakash S, Sethi and
Richard H. Eolton, “"Country Typologies for the Multinational Corpora-
tion: A New Basic Approach," California Management Review XV(Spring
1973): 105-118; and Ralpt 7. Sorenson and Ulrich E, Wiechmann, "How
Multinationals View Mark_cing Swandardization," Harvard Business Review
53(May-June 1975): 38-44,
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the foreign consumer's perception of value in relation to the price of

a specific product.

Part T

Marketing Strategy for Foreign Markets

Common Marketing Strategy for All Markets. Advocates of treating

all countries alike generally use very broad terms. Barnum suggested
that "both consumers and industrial buyers are much the same everywhere.
Traditional selling points--price, quality, service, reputation--are
buying motives almost everywhere."4

Fatt said, "The desire to be beautiful is universal. Such appeals
as 'mother and child', 'freedom from pain', 'glow of health', know no
boundaries."5 Elinder narrowed his argument in favor of standardization

to the Buropean countries. Using one product, Reader's Digest, he

arrived at a very general conclusion, He ended his article by saying,
", .consumers in Oslo, London, Paris, Rome, Madrid, and Berlin wear the
same shoes, often made by the same manufacturer...doesn't it seem only
logical to suggest why not universal marketing technique?"6

Advocates of a common marketing strategy dealt in very broad terms.

4Malcolm M. Barnum, "Multinational Marketing{ Eight Selling Prin-~

ciples that Work Anywhere," Management Review 60(July 1971): 23.

5A. C. Fatt, "A Multi-National Approach ta International Advertis-
ing," International Executive VII(Winter 1965): 3.

6Eric Elinder, "International Advertisers Must Devise Universal
Ads," Advertising Age XXXII(November 27, 1961): 92,
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While they might be correct theoretically, their school of thought was

of little help to a company trying to market a product in XYZ country.
These authors talk about a marketing strategy as a whole rather than as
a combination of several marketing variables. It is the right combina-
tion of the four P's (product, price, place and promotion) that makes
marketing strategy a success. None of the proponents of a standardized

marketing strategy look at the marketing mix variables individually.

Custom-Tailored Marketing Strategies for Every Country. The advo-

cates of tailoring international marketing strategies to individual
countries considered all possible characteristics of a foreign country.
Tt is true that no iwo countries are alike., However, not all cultural,
economic, or demographic variables will influence a purchase decision.
This approach to foreign markets is advocated primarily by practitioners.
Welsman, president of Philip Morris, Inc., stated, ", ..until we achileve
One World, there is no such thing as international marketing, only local
marketing around the world.“7 Pryor, president of Singer Corporation,
suggested basically the same idea. He wrote, "Marketing is conspicuous
by its absence from the functions which can be planned at the corporate
headquarters level...The operating experience of many international firms
appears to confirm the desirability of assigning long range planning of

marketing activities to leccal managers."8

7G. Weissman, "International Expansion,” In Plotting Marketin
Strategy, A New Orientation, edited by Lee J, Adler, (New York: Simon
and Schuster, 1967).

8Millard H. Pryor, "Planning In a Worldwide Business," Harvard

Businsss Review XXXXIII(January—February 1965): 137.
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If one looks at all of the characteristics of a foreign market,

then it is true that no two countries are alike., The culture is differ-
ent; so are the economic level of development, standard of living, mar-
ket structure, etc. But, it is not the difference that a marketing mana-
ger should look for. Rather it is the similarity between individual

consumers or between different markets.

Marketing Strategies Tailored to a Cluster of Foreign Countries.

Most companies will try to find an equilibrium between the benefits of
custom~tailored marketing strategies and the savings realized when
standardization is implemented. The result is a marketing strategy
aiming at a specific number of foreign markets with some of the market-
ing mix variables being the same, while others are adjusted to local con-
ditions. This approach to international marketing can be called a lim-
ited or a controlled standardization of marketing strategies.

Buzzell was one of the first authors that raised the question of
how much standardization can be used in intermational marketing.9 He
suggested several areas that should be investigated before a decision
on the degree of similarity of marketing strategies for different coun-
tries is made, Some of the variables that can suggest the degree of
optimum standardization are market characteristics, conditions of local
industry, existing marketing systems, and legal restrictions. Buzzell

concluded with, "...Standardization of products, packages, and promo-

9Robert D. Buzzell, "Can You Standardize Multinational Marketing?”
Harvard Business Review XXXXVI(November-December 1968): 113,
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12
tional approaches may permit substantial cost savings, as well as greater

consistency in dealings with customers."io

Buzzell makes ét least two contributions to the question of how to
develop a better marketing strategy for international trade. First, he
looks for similarities bpetween different foreign markets instead of
looking at the differences. He recognizes that different products will
be influenced by different demographic and economic forces. Secondly,
he acknowledges that marketing strategy is not monolithic--rather it is
made up of several elements, such as product, price, promotion and
place. When looking at these elements individually, one may be able to
standardize some of them while adjusting others to local conditions.

In recent years a number of other researchers looked into the feas-
ibility of grouping countries into clusters for marketing purposes.
Probably the most extensive work was done by Sethi and Holton.

Sethi and Holton clustered 93 countries according to 56 demographic
and economic variables.11 They found that clusters will change substan-
tially if more variables are taken into consideration. If only a lim-
ited number of variables are used, as is common today, highly inaccurate
grouping may occur.

Their study was an extension of Sethi's first study on this topic

107p44., p. 113.

11Prakash S. Sethi and Richard H. Holton, "Country Typologies for
the Multinational Corporation: A New Basic Approach," California Manage-
ment Review XV(Spring 1973): 105-118.
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in 1971.12 There the author concluded that "there is no smooth or well-
defined continuum of economic development as defined in other s*l:ud.ies.."i'3

Sorenson and Wiechmamn interviewed 27 leading firms in tﬂe consumer
package industry to determine the degree of standardization being used.ﬂ+
Their research was limited to the Buropean and the United States markets.
Products studied were only consumer goods, such as coffee, soap, cheese,
soft drinks, pet food, salad dressing, evaporatad milk, toilet soap,
dishwasher detergent, lipstick and men's cologne, sold in at least
three different countries.

This research showed that a large number of firms try to standard-
ize some of the marketing mix variables. Products and packages are the
most standardized parts of the overall marketing strategy. The economics
of scale are listed as the most important consideration. Promotion is
treated differently by different firms. Some prefer to use a standard-
ized approach with only minor adjustments according to local conditions,

while other firms prefer to use a locally developed promotional campaign.

Summary of Part I

The extremes of treating all countries alike or of developing a
custom-tailored marketing strategy for each and every foreign market are

by and large ignored because of the impracticality of either approach.

12Prakash S. Sethi, "Comparative Cluster Analysis for World Markets,’
Journal of Marketing Research VIII(August 1971): 348-354,

131vid., p. 354
14Ra.lph Z. Sorenson and Ulrich E. Wiechmann, "How Multinationals
View Marketing Standardization," Harvard Business Review 53(May-June
1975): 38Uk,
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Advocates of these two schools of thought can offer little help to a

company planning to market a product in a specific country. It is true
that all consumers have the same basic needs as defined by Maslow. How-
ever, that docs not mean they will be satisfied the same, Proper nar-
keting strategy should consider not only the presence of these needs
and wants, but also how they are going to be satisfied, This is whexre
differences between foreign markets become evident. Treating foreign
markets on a country-by-country basis may lead to the best marketing
strategy, but the implementation costs may exceed the profit potential.
Also, as already mentloned, a multinational company practicing this
approach will create a marketing monster.

Applying a limited degree of standardization to some of the market-
ing mix elements when designing a marketing strategy for different coun-
tries seems to be the most popular approach. Companies find it bene-
ficial because of the savings and also because it enables them to betier
manage a world-wide marketing involvement, Some will try to standardize
the product; others will standardize the general promotional appeal.
Still, another company may use a common package or opt for standardizing
several of the marketing mix variables. Anyone of these approaches may
be defended by pointing out marketing success. Coca~Cola 1is marketing a
highly standardized product, using almost universal promotional appeal.
Cigarette manufacturers often use a highly standardized package and, in
some instances, an identical product. One can go on pointing out the
successes of different marketing strategies using different degrees and
forms of standardization. It is the acceptable degree of similarity

within a group of consumers or between several foreign markets that is
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important to a proper market segmentation. Tailoring a marketing strat-

egy to each and every country would, in many instances, violate some of
the conditions a good market segment should possess.

There are three characteristics, according to Kotler that a market
segment should have: first, measurability, the degree of available in-
formation on a specific group of buyers; secondly, accessibility, the
degree to which a firm can focus its attention on a selected market;
and thirdly, substantiality, the degree to which selected segments are
large and profitable to Jjustify servicing them.15 Some foreign coun-
tries, if treated separately, would probably viclate at least the third
condition--substantiality. Finland, for example, has a total population
of 4.5 million.16 Due to the cost consideration, Finland may not be
large enough to justify a separate marketing strategy. Does that mean
that companies should stay out of markets too small to justify a develop-
ment of an individual marketing strategy?

Most academicians agree with the limited standardization approach.
While realizing that different foreign markets are not the same, the
obstacles created by a custom-tailored marketing strategy to individual
markets are too great to ignore. For a better overview of the research

discussed in this section, see Table 1.

1

““Philip Kotler, Marketing Management, 2nd ed. (New Jersey: Prentice-
Hall, Inc., 1972), p. 167.

16U.S. Department of Commerce, Bureau of the Census, The American
Almanac (Washington, D.C., 1974), p. 14,
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