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TABLE 14.1 The World’s Most Valuable Brands

!

with a brand value of about $65 billion. Table 14.1 presents a list of the world’s 10 most
valuable brands.

|
|
According to Business Week, Coca-Cola is the most valuable brand in the world,

|
Acquiriﬁg exposure to other cultures

As more and more consumers come in contact with the material goods and lifestyles
of people living in other parts of the world, they have the opportunity to adopt these
different products and practices. How consumers in one culture secure exposure to the
goods of other people living in other cultures is an important part of consumer behav-
ior. It impacts the well-being of consumers worldwide and of marketers trying to gain
acceptance for their products in countries that are oftén quite different from their home
country. After all, by the time you read this, there may be five models of automobiles
available for you to purchase that were made in China, thanks to a deal between Chery
Automobiles of China and Malcom Bricklin, chairman of Visionary Vehicles.’

Consider Mexico, America’s neighbor to the South. While the Mexican culture
shares many similarities with those of Central and South American nations, consumers in
Mexico differ when it comes to attitude —they have an affinity for American values.
Mexican consumers use brands to display status, making conspicuous consumption a
part of life, even for the poor. For example, a working class household might keep a large
American refrigerator in the living room, instead of the kitchen, because it is viewed as a
sign of financial success. Still further, the largest market for Martell cognac outside of
France is Mexico, because the product allows the affluent to display their success and
wealth.6

A portion of consumers’ exposure to different cultures tends to come about through
consumers’ own initiatives —their travel, their living and working in foreign countries, or
even their immigration to a different country. Additionally, consumers obtain a “taste” of
different cultures from contact with foreign movies, theater, art and artifacts, and most
certainly, from exposure to unfamiliar and different products. This second major cate-
gory of cultural exposure is often fostered by marketers seeking to expand their markets
by bringing new products, services, practices, ideas, and experiences to potential con-
sumers residing in a different country and possessing a different cultural view. Within
this context, international marketing provides a form of “culture transfer.”
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Country-of-origin effects !

When consumers are making purchase decisions, they may take into consideration the
countries of origin (COO) of their choices. Researchers have shown that consumers use
their knowledge of where products are made in the evaluation of their purchase options.”
Such a country-of-origin effect seems to come about because consumers are often aware
that a particular firm or brand name is associated with a particular country. For example,
a Volkswagen’s “Fahrvergniigen” campaign touted German engineering, and Land-
Rover’s advertising conveys a sophisticated British image. In contrast, Jaguar does not
tend to play on its British heritage when marketing its cars in the United States. And
then there’s Chevrolet, the General Motors division responsible for over half of GM’s
vehicle sales. Over the years, Chevrolet has used slogans such as “See the U.S.A. in your
Chevrolet,” and it is currently using the theme “An American Revolution” to introduce
10 new cars and trucks.8

In general, many consumers associate France with wine, fashion clothing, and per-
fume and other beauty products; Italy with pasta, designer clothing, furniture, shoes, and
sports cars; Japan with cameras and consumer electronics; and Germany with cars, tools,
and machinery. Moreover, consumers tend to have an established attitude pr even a pref-
erence when it comes to a particular product being made in a particula[ country. This
attitude might be positive, negative, or neutral, depending on perceptions or experience.
For instance, a consumer in one country might positively value a particular product made
in another country (e.g., affluent American consumers may feel that an English Thomas
Pink dress shirt or a Bosch dishwasher from Germany are worthwhile investments). In
contrast, another consumer might be negatively influenced when he learns that a televi-
sion set he is considering is made in a country that he does not associate with fine elec-
tronics (e.g., a TV made in Costa Rica). Such country-of-origin effects influence how
consumers rate quality and which brands they will ultimately select. Recent research
suggests, though, that when consumer motivation is high and when a specific model of a
product is being evaluated (as opposed to a range of products manufactured in a partic-
ular country), then consumers are less likely to base judgments on country-of-origin
information.” However, when consumers are less familiar with foreign products, COO
becomes an important extrinsic cue.1

Refining the country-of-origin concept, a study that contrasted U.S. and Mexican
consumers decomposed country-of-origin into three separate entities: country of design
(COD), country of assembly (COA), and country of parts (COP). Of the three, country
of parts (COP) had the strongest influence on product evaluations.!! The study also
found that COD was a more important cue in the United States than in Mexico, and that
younger Mexicans exhibited a stronger COO effect than older Mexicans.

Beyond perceptions of a product’s attributes based on its country of manufacture,
research evidence exists that suggests that some consumers may refrain from purchasing
products from particular countries due to animosity. A study of this issue found that
high-animosity consumers in the People’s Republic of China owned fewer Japanese
products than low-animosity consumers (during World War I, Japan occupied parts of
China). Although some Chinese consumers might consider Sony to be a high-end, high-
quality brand (or perceptions of the product itself might be very positive), they might
nevertheless refuse to bring a product manufactured in Japan into the home. Similarly,
some Jewish consumers avoid purchasing German-made products due to the Holocaust,
and some New Zealand and Australian consumers boycott French products due to
France’s nuclear tests in the South Pacific.!?

What is national identity?

One way to explain why a consumer prefers buying products made in one country and
does not wish to buy products made in another, or why consumers in different countries
exhibit different behaviors, is the existence of a “national identity.” As presented in
Figure 14.1, national identity consists of four dimensions (for each dimension a sample
item from a scale to measure it is included, the entire measure is composed of 17 items):
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belief structure (e.g., “A true American would never reject their religious belief”),
cultural homogeneity (e.g., “People frequently engage in activities that identify them as
American”), national heritage (e.g., “Important people from the country’s past are
admired by people today”), and consumer ethnocentrism (e.g.,“Only those products that
are unavailable in the USA should be imported”). Using the national identity scale,
research has studied consumers in South Korea, Taiwan, Thailand, and Singapore.!3 The
research, for example, revealed that Thailand had the strongest national identity and
Singapore the weakest. Generally, countries with a weak sense of national identity,
coupled with low ethnocentric tendencies, are suitable for use as places to launch new
products, because foreign firms are not viewed as threats.

cross-cultural consumer analysis

To determine whether and how to enter a foreign market, marketers need to conduct
some form of cross-cultural consumer analysis. Within the scope of this discussion,
cross-cultural consumer analysis is defined as the effort to determine to what extent the
consumers of two or more nations are similar or different. Such analyses can provide
marketers with an understanding of the psychological, social, and cultural character-
istics of the foreign consumers they wish to target, so that they can design effective mar-
keting strategies for the specific national markets involved.

In a broader context, cross-cultural consumer analysis might also include a compar-
ison of subcultural groups (see Chapter 13) within a single country (such as English and
French Canadians, Cuban Americans and Mexican Americans in the United States, or
Protestants and Catholics in Northern Ireland). For our purposes, however, we will limit
our discussion of cross-cultural consumer analysis to comparisons of consumers of
different countries.

Similarities and differences among people

A major objective of cross-cultural consumer analysis is to determine how consumers in
two or more societies are similar and how they are different. For instance, Table 14.2
presents at least a partial depiction of the differences between Chinese and American
cultural traits. Such an understanding of the similarities and differences that exist
between nations is critical to the multinational marketer who must devise appropriate
strategies to reach consumers in specific foreign markets. The greater the similarity
between nations, the more feasible it is to use relatively similar marketing strategies in
each nation. On the other hand, if the cultural beliefs, values, and customs of specific
target countries are found to differ widely, then a highly individualized marketing strat-
egy is indicated for each country. To illustrate, in addition to IKEA furniture company’s
generic global Web site that uses English, the firm also offers 14 localized Web sites
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TABLE 14.2 A Comparison of Chinese and American Cultlﬁ'es

(in selected languages) and 30 minisites (in more languages) that only provide contact
information. And whereas the IKEA Italian Web site shows a group people frol-
icking on their IKEA furniture (nudity is acceptable and commonplace in Italian
advertising), the Saudi Arabian Web site uses extremely conservative photographs
(www.ikea.com).!* As another example, while 88 percent of adults in both France
and Germany drink mineral water, French consumption is strongly associated with
concern over the quality of tap water, while German consumption is closely linked to
vegetarians.!? '

A firm’s success in marketing a product or service in a number of foreign countries
is likely to be influenced by how similar the beliefs, values, and customs are that govern
the use of the product in the various countries. For example, the worldwide TV commer-
cials of major international airlines (American Airlines, Continental Airli s, Air France,
Lufthansa, Swissair, United Airlines, and British Airways) tend to depict he luxury and
pampering offered to their business-class and first-class international travelers. The
reason for their general cross-cultural appeal is that these commercials speak to the
same types of individuals worldwide —upscale international business travelers—who
share much in common (Figure 14.2). In contrast, knowing that “typical” American
advertising would not work in China, Nike hired Chinese-speaking art directors and
copywriters to develop specific commercials that would appeal to the Chinese consumer
within the boundaries of the Chinese culture. The resulting advertising campaign
appealed to national pride in China.'® Yet another example of cultural differences
necessitating a change in marketing would be the efforts of Western banks to attract
Muslim customers. The shari’ah (the sacred law of Islam based on what is written in
the Koran) forbids Muslims from charging interest, and prohibits such estern-type
financial transactions such as speculation, selling short, and conventional debt financ-
ing. Consequently, Western banks in the United Kingdom that want to appeal to that
country’s two million Muslim residents must develop a new range of products for this
group of target consumers.!”
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Source: © Qantas Airways.
Used with permission.
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The International Business
Traveler Seeks to Be Pampered
with Services

The award-winning Qantas Skybed is the only business class bed flying between the
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Journey across the Pacific. You'll also earn mileage in your choice of frequent flyer program
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qantas.com/us

Further supporting the importance of cultural differences or orientation, consider
that Southeast Asia is frequently the largest market for prestige and luxury brands from
the West, and that luxury brand companies such as Louis Vuitton, Rolex, Gucci, and
Prada are looking to markets such as Hanoi and Guangzhou when they are thinking of
expanding their market reach. Indeed, in fine-tuning their marketing, these luxury-brand
marketers need to be especially responsive to cultural differences that compel luxury
purchases in the Asian and Western markets. To this end, research suggests that while
Western consumers tend to “use” a prestige item to enhance their sense of individualism
or serve as a source of personal pleasure, for Southeast Asian consumers the same pres-
tige item might serve to further bond the individual with others and to provide visible
evidence of the person’s value to others.!® Still further, within the scope of a visible
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luxury product, a woman in Hong Kong might carry a Fendi handbag (a visible and con-
spicuous item), but is not likely to be receptive to luxury lingerie because it is not an item
that “shows” in public.!?

The growing global middle class

The growing middle class in developing countries is a phenomenon that is very attrac-
tive to global marketers who are often eager to identify new customers for their prod-
ucts. The news media has given considerable coverage to the idea that the rapidly
expanding middle class in countries of Asia, South America, and Eastern Europe is
based on the reality that, although per capita income may be low, there is nevertheless

pattern of the growing middle class has also been observed in many
America, Asia, and Eastern Europe.2’ In many parts of the world, an income equiva-
lent to $5,000 is considered the point at which a person becomes “middle class,” and it
has been estimated that somewhat more than one billion people in the world’s devel-

than 90 percent of the population of South Korea can be considered
whereas less than 5 percent of the populations of Nigeria and Pakistan ¢
categorized.

The rather rapid expansion of middle-class consumers, over the past 50 years, have
attracted the attention of many well-established marketing powerhouses, who were
already finding their home markets to be rather mature and reaching what was felt to be
a saturation point in terms of sales opportunities. While in 1960 two-thirds of the world’s

be similarly

TABLE 14.3 SIzethEmgrgingMIddleclasslnSQ ted Countries
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TABLE 14.4 Measured Global Progress 19502050

h a growing middle class provides a market opportumty for products like
d fries, it should always be remembered that the same product may have dif-
ings in different countries. For example whereas a U S consumer wants hls

Big Macs a

consumer than shorter service time.2* In China, despite a traditional empha-
sis on “fresh” (just picked or killed) food, the emerging middle class, with rising incomes
and rising demands on their time, are often willing to spend money to save time, in the
form of alternatives to home-cooked meals.?>

Many transnational corporations (a company that had direct foreign investments
and owns or controls activities in more than one nation) think in terms of regions as



464 PART THREE

Consumers in Their Social and Cultural Settings

markets, or even the entire world as their market. For example, Nestlé, a giant Swiss firm,
generates only 2 percent of its sales in Switzerland, and bases only 4
workers there. Whenever possible, transnational firms try to avoid having products iden-
tified with a particular country, rather they seek to make their product feel “local and
natural” to their target customers. Of course, there are exceptions to such strategy. In
particular, we might speculate that people throughout the world might generally be
expected to prefer a precision Swiss wristwatch, to a wristwatch that is made in their
own country. Also fashion clothing items, made in France or Italy, are also likely to be
perceived to be more desirable than locally made clothing. -

The bottom line, though, is that more consumer goods are sold each year because of
the growth of the world’s middle-class population, and a marketer would do well to focus
more on the emerging middle class in other nations than on people who
buy its products in its home market. As a recent article concluded, “Coke is the global
soft drink, Macs the global fast-food, and CNN the global television. These are the com-
modities of a new global middle-class.”?’ ?

The global teenage market ‘
As part of growth of the world middle class, there has been a parallel growth in an
affluent global teenage and young adult markets. To be expected, these youthful
markets have attracted the attention of marketers. Within reason, these teenagers (and
their somewhat older brothers and sisters— “the young adult segment”) appear to
have quite similar interests, desires, and consumption behavior no matter where they
live. Therefore, in response to this perspective, consumer researchers have explored
the makeup, composition, and behavior of this segment(s). One particular study con-
sidered the fashion consciousness of teenagers in the United States, Japan, and
China.?8 The research revealed that American and Japanese teens were highly similar,
differing only in that the Japanese teens were more likely to choose style over comfort
(most likely because of the importance, in the Japanese Confucian society, of meeting
the expectations of group members). In contrast, Chinese teens were less fashion con-
scious than both the American and Japanese teens, which supports the idea that differ-
ences exist between highly developed and less high-developed nations with respect to
teen fashion consciousness. Table 14.5 presents the four-item scale employed in the
study to measure fashion consciousness; each item was measured using a 7-point
Likert-type scale (1=“strongly disagree” and 7=“strongly agree”) with thé mean score
for each question shown.

f
TABLE 14.5 Fashion Consciousness Scale Results for Chlnase,
Japanese, and U.S. Teenagers |
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Acculturation is a needed marketing viewpoint

Too many marketers contemplating international expansion make the strategic error of
believing that if its product is liked by local or domestic consumers, then everyone will
like it. This biased viewpoint increases the likelihood of marketing failures abroad. It
reflects a lack of appreciation of the unique psychological, social, cultural, and environ-
mental characteristics of distinctly different cultures. To overcome such a narrow and
culturally myopic view, marketers must also go through an acculturation process. They
must learn efverything that is relevant about the usage or potential usage of their prod-
ucts and product categories in the foreign countries in which they plan to operate. Take
the Chinese culture, for example. For Western marketers to succeed in China, it is impor-
tant for them to take into consideration guo ging (pronounced “gwor ching”), which
means “to consider the special situation or character of China.”2® An example of guo
ging for Western marketers is the Chinese policy of limiting families to one child. An
appreciation of this policy means that foreign businesses will understand that Chinese
families are open to particularly high-quality baby products for their single child (or “the
little emperor™).3° One result of this one-child policy is that in the large cities in China,
children are given more than $3 billion a year by their parents to spend as they wish and
influence approximately 68 percent of their parents’ spending. These Chinese children
are also less culture bound than their parents and are, therefore, more open to Western
ideas and products.3! '

In a sense, cross-cultural acculturation is a dual process for marketers. First, mar-
keters must thoroughly orient themselves to the values, beliefs, and customs of the new
society to appropriately position and market their products (being sensitive to and con-
sistent with traditional or prevailing attitudes and values). Second, to gain acceptance
for a culturally new product in a foreign society, they must develop a strategy that
encourages members of that society to modify or even break with their own traditions
(to change their attitudes and possibly alter their behavior). To illustrate the point, a
social marketing effort designed to encourage consumers in developing nations to
secure polio vaccinations for their children would require a two-step acculturation
process. First, the marketer must obtain an in-depth picture of a society’s present
attitudes and customs with regard to preventive medicine and related concepts. Then
the marketer must devise promotional strategies that will convince the members of a
target market to have their children vaccinated, even if doing so requires a change in
current attitudes.

Distinctive characteristics of cross-cultural analysis

It is often difficult for a company planning to do business in foreign countries to
undertake cross-cultural consumer research. For instance, it is difficult in the Islamic
countries of the Middle East to conduct Western-style market research. In Saudi
Arabia, for instance, it is illegal to stop people on the streets, and focus groups are
impractical because most gatherings of four or more people (with the exception of
family and religious gatherings) are outlawed.?> American firms desiring to do busi-
ness in Russia have found a limited amount of information regarding consumer and
market statistics. Similarly, marketing research information on China is generally
inadequate, and surveys that ask personal questions arouse suspicion. So marketers
have tried other ways to elicit the data they need. For example, Grey Adbvertising
has given cameras to Chinese children so they can take pictures of what they like
and do not like, rather than ask them to explain it to a stranger. Moreover, AC
Nielsen conducts focus groups in pubs and children’s playrooms rather than in con-
ference rooms; and Leo Burnett has sent researchers to China to simply “hang out”
with consumers.?3

Applying research techniques

Although the same basic research techniques used to study domestic consumers are use-
ful in studying consumers in foreign lands (see Chapter 2), in cross-cultural analysis an



466 PART THREE Consumers in Their Social and Cultural Settings

TABLE 14.6  Basic Research Issues in Cross-Cultural Analysis

additional burden exists because language and word usage often differ from nation to
nation. Another issue in international marketing research concerns scales of measure-
ment. In the United States, a 5- or 7-point scale may be adequate, but in other countries
a 10- or even 20-point scale may be needed. Still further, research facilities, such as tele-
phone interviewing services, may or may not be available in particular countries or areas
of the world. 1

To avoid such research measurement problems, consumer researchers must famil-
iarize themselves with the availability of research services in the countries they are eval-
uating as potential markets and must learn how to design marketing research studies
that will yield useful data. Researchers must also keep in mind that cultural differences
may make “standard” research methodologies inappropriate. Table 14.6 identifies basic
issues that multinational marketers must consider when planning cross-cultural con-
sumer research.

alternative multinational strategies: global versus local

Some marketers have argued that world markets are becoming more and more similar
and that standardized marketing strategies are, therefore, becoming more feasible. For
example, Exxon Mobil has launched a $150 million marketing campaign to promote its
brands (Exxon, Esso, Mobil, and General), and the firm wants all the ads to carry the
same look and feel, regardless of which one of the 100 countries in the world the ad will
appear.3* In contrast, other marketers feel that differences between con mers of vari-
ous nations are far too great to permit a standardized marketing strategy. In a practical
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sense, a basic challenge for many executives contemplating multinational marketing is
to decide whether to use shared needs and values as a segmentation strategy (i.e., to
appeal to consumers in different countries in terms of their “common” needs, values,
and goals) or to use national borders as a segmentation strategy (i.e., to use relatively
different, “local,” or specific marketing strategies for members of distinctive cultures or
countries). |

Favorinb a world brand

An increasing number of firms have created world brand products that are manufac-
tured, packaged, and positioned in exactly the same way regardless of the country in
which they are sold. It is quite natural for a “world class” upscale brand of wrist-
watches such as Patek Philippe to create a global or uniform advertising campaign to
reach its sophisticated worldwide target market (see Figure 14.3). Although the
advertising copy is in specific target languages, one might speculate that many of
Patek Philippe’s affluent target customers do read and write English. Nevertheless,
to maximize their “comfort zone,” it is appropriate to speak to them in their native
languages.

Marketers of products with a wide or almost mass-market appeal have also
embraced a|world branding strategy. For instance, multinational companies, such as
General Motors, Gillette, Estée Lauder, Unilever, and Fiat, have each moved from a
local strategy of nation-by-nation advertising to a global advertising strategy.

Still other marketers selectively use a world branding strategy. For example, you
might think that Procter & Gamble (P&G), which markets hundreds of brands world-
wide, is a company with an abundance of world brands. Recently, though, it was revealed
that of its 16 largest brands, only three are truly global brands— Always/Whisper,
Pringles, and Pantene. Some of P&G’s other brands, such as Pampers, Tide/Ariel,
Safeguard, and Oil of Olay, are just starting to establish common positioning in the world
market.3

Are global brands different?

According to a 12 nation consumer research project, global brands are viewed differ-
ently than local brands, and consumers, worldwide, associate global brands with three
characteristics: quality signal, global myth, and social responsibility. First, consumers
believe that the more people who purchase a brand, the higher the brand’s quality
(which often results in a global brand being able to command a premium price). Still fur-
ther, consumers worldwide believe that global brands develop new products and break-
through technologies at a faster pace than local brands. The second characteristic, global
myth, refers to the fact that consumers view global brands as a kind of “cultural ideals,”
and their purchase and use makes the consumer feel like a citizen of the world, and gives
them an identity (i.e., “Local brands show what we are; global brands show what we want
to be”). Finally, global companies are held to a higher level of corporate social responsi-
bility than local brands, and are expected to respond to social problems associated with
what they sell. For the 12 nations studied in this research, the importance of these three
dimensions Was consistent, and accounted for 64 percent of the variation in the overall
brand preferences (quality signal accounts for 44 percent of the explanation, global myth
accounts for‘12 percent of the explanation, and social responsibility accounts for 8 per-
cent of the explanation).3¢

Additionally, while there was not much variation across the 12 nations studied,
there were intracountry differences, which resulted in the conclusion that there were
four major segments in each country with respect to how its citizens view global brands.
Global Citizens (55 percent of the total respondents) use a company’s global success as
an indication of product quality and innovativeness, and are also concerned that the
firm acts in a socially responsible manner. Global Dreamers (23 percent of the total
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msoume: © Patek Philippe Geneva. Used with permission. All rights reserved.
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respondents) view global brands as quality products, and are not particularly concerned
about the social responsible issue. Antiglobals (13 percent of the total respondents) feel
that global brands are higher quality than local brands, but they dislike brands that
preach U.S. values and do not trust global companies to act responsibly. Generally, they
try to avoid purchasing global brands. Lastly, Global Agnostics (8%) evaluate global
brands in the same way they evaluate local brands.’

Multinational reactions to brand extensions

Just because a brand may be global in character does not mean that consumers around
the world will necessarily respond similarly to a brand extension. A recent study exam-
ined reactions to brand extensions among Western culture (U.S.) and Eastern culture
(India) consumers, hypothesizing that the Eastern holistic way of thinking (which
focuses on the relationships between objects), rather than the Western analytic style of
thinking (which focuses on the attributes or parts of objects and on category-based
induction) would affect the manner in which consumers judge the “fit” of a brand exten-
sion. Indeed, the research results confirmed this hypothesis—low-fit extensions
(McDonald’s chocolate bar and Coke popcorn) received more positive evaluations from
the Eastern culture subjects, while moderate-fit extensions (Kodak greeting cards and
Mercedes Benz watches) garnered equal responses from both cultural groups. For the
Eastern culture participants, liking Coke products, and the fact that Coke and popcorn
were complementary products, in that they can be consumed together, was enough to
make the brand extension acceptable. The American subjects, in contrast, saw little prod-
uct class similarity between Coke and popcorn.38

Adaptive global marketing

In contrast to the marketing communication strategy that stresses a common message,
some firms embrace a strategy that adapts their advertising messages to the specific
values of particular cultures. McDonald’s is an example of a firm that tries to localize its
advertising and other marketing communications to consumers in each of the cross-
cultural markets in which it operates, making it a “glocal” company. For example, the
Ronald McDonald that we all know has been renamed Donald McDonald in Japan,
because the Japanese language does not contain the “R” sound. Additionally, the
McDonald’s menu in Japan has been localized to include corn soup and green tea milk-
shakes.** And in Sweden McDonald’s developed a new package using woodcut illustra-
tions and a softer design to appeal to the interest the consumers of that nation have in
food value and the outdoors.*0

Like McDonald’s, Levi’s and Reebok also tend to follow multilocal strategies that
calculate cultural differences in creating brand images for their products. For instance,
Levi’s tends to position its jeans to American consumers, stressing a social-group image,
whereas it uses a much more individualistic, sexual image when communicating with
European consumers.*! Still further, Yahoo!, one of the most successful Web sites on the
Internet, modifies both its content and communications for each of its 23 country-
specific Web sites. Moreover, in a number of Coke’s 140-plus markets, what we know as
Diet Coke is called Coca-Cola Light, because the word diet has an undesirable connota-
tion or no relevance.*? Similarly, Coke’s best-selling beverage in Japan is not Coke
Classic—it’s Georgia Coffee—packaged in a can and available in more than 10 versions
(e.g., black, black with sugar, with milk and sugar, and so on). Other marketers, too, feel
that the world brand concept may be going too far. Specifically, when it comes to the
marketing of Tiger Woods, one of the premier golfers of our time. In the United States,
he is seen as an example of African American success, in Asia he is a sports star with
Asian heritage, and in Europe he is seen as a great young athlete who regularly
beats older golfers.*?

When it comes to the design of e-commerce Web sites, a five-nation research study
suggests that consumers react best when content is adapted to their local needs.
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While in the past some companies felt that local adaptation involved no more than
simply translating Web pages into the local language, it is now felt that special atten-
tion must also be paid to a number of other factors, including local time and date for-
mats, units of measurement, addresses and telephone numbers, layout and orientation
of Web pages, icons, symbols, color, and aesthetics.** Still further, one study of
American and German Internet users reveals that German users were more likely to
withhold or alter personal information on the Internet than American users. Analysis
suggests that the German personality has a large private space and a small public
space, which translates into a great sense of personal privacy; whereas the opposite is
true of the American personality.®

Combining global and local marketing strategies

Some firms follow a mixed or combination strategy. For instance, Unilever, Playtex,
and Black & Decker have augmented their global strategies with local executions.
In taking such an adaptive approach, global advertisers with a knowledge of cross-
cultural differences can tailor their supplemental messages more effectively to suit
individual local markets. For example, a study has indicated that while U.S. consumers
focus more on the product-related claims made in advertisements, Taiwanese
consumers focus more on the appropriateness of the ad, such as its aesthetic
qualities.*6 There is also some evidence to suggest that Spanish ads may contain a
larger proportion of affiliation appeals than U.S. ads do because of Spain’s cultural
inclination toward femininity in its societal norms (U.S. societal norms tend to reflect
masculinity).*” Because concepts and words often do not easily translate and many
regions of the country have their own language, advertisements in China are likely to
be more effective if they rely heavily on symbols rather than text.*® A recent study
dealing with visual standardization in print ads concluded that “the standardized
approach to global advertising may be able to convey a degree of uniformity in mean-
ing when relying on visually explicit messages. . . . This suggests that there is an ability
to create a general consensus of meaning across various cultures by using strong visual
images whose fundamental message is highly apparent.”® It is also important to note
that consumers in different countries of the world have vastly different amounts of
exposure to advertisements. For instance, the daily amount of advertising aimed at
Japanese consumers, at almost $6 a day, is 14 times the amount aimed at the average
Laotian consumer over the course of an entire year.5?

A recent study of foreign advertisers in China found that 11 percent employed a
standardized (or global) strategy, 12 percent used a localized strategy, and the remaining
77 percent favored a combination strategy. Of the seven advertising components that
were studied, localizing language to blend with the local culture was considered to be the
most important, followed by the need to localize product attributes, models, colors of
ads, humor, scenic background, and music.3! Additionally, it has been reported that many
of the Western companies that have not been successful in China have acted as if what
had worked well in other parts of the world would also prove successful in China. This is
a too common mistake.

Perhaps the latest creative hotbed for advertising is Thailand, a nation that
generally requires a different advertising focus than most other countries. While over
90 percent of the population is literate, Thais tend not to read as a leisure activity.
Consequently, advertisements are designed to visually catch the attention of con-
sumers, and are typically original, humorous, and often slapstick. An example is an ad
in which Coke is paired with kung fu, which is not how Coke would be 'advertised in
other markets.>2

Frameworks for assessing multinational strategies

Multinational marketers face the challenge of creating marketing and advertising pro-
grams capable of communicating effectively with a diversity of target markets. To assist
in this imposing task, various frameworks have been developed to determine the degree
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TABLE 14.7 A Product Recognition Continuum
for Multinational Marketing

to which keting and advertising efforts should be either globalized or localized, or
mixed or combined.

To enable international marketers to assess the positions their products enjoy in
specific foreign markets, Table 14.7 presents a five-stage continuum that ranges from
mere awareness of a foreign brand in a local market area to complete global identifica-
tion of the brand; that is, the brand is accepted “as is” in almost every market, and con-
sumers do not think about its country of origin— “it belongs.”

Table 14.8 presents a framework that focuses on four marketing strategies avail-
able to a firm contemplating doing business on a global basis. A firm might decide
either to standardize or localize its product and either standardize or localize its
communications program (thus forming a two-by-two matrix). The four possibilities
that this decision framework considers range from a company incorporating a global
strategy (or standardizing both product and communications program) to develop-
ing a completely local strategy (or customizing both the product and communica-
tions program) for each unique market. In the middle there are two mixed strategies.
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executions. To illustrate the strategic importance of product uniformity, Frito-Lay,
the U.S. snack-food giant, has been standardizing quality and reducing the many
local brand names of potato chip companies that it owns throughout the world. This
effort is moving the company along a common global visual appearance that features
the Lay’s logo as a global brand. Its efforts are driven by research that reveals that
potato chips are a snack food that has widespread appeal throughout much of the
world.?

Another orientation for assessing whether to use a global versus loca
strategy concentrates on a high-tech to high-touch continuum. Product standa
appears to be most successful for high-involvement products that approach ei

in the midrange of the high-tech/high-touch continuum are more suitably marketed as
local brands, using market-by-market executions.> To illustrate, on a worldwide basis,

(such as “bytes” and “microprocessors”), whereas advertisements for high-involvement,
high-touch products tend to use more emotional appeals and to emphasize visual
images. In either case, according to this perspective (high-involvement products that are
either high-tech or high-touch), such products are candidates for global promotional
communications.

Some researchers have written that globalization (or standardization) and localization
should be viewed as two ends of a continuum and that often the key to success is to “be
global but to act local.” It is also generally an error to assume that demographic segments in
other nations would want to be or act like Americans. When looking for success in a foreign
market, it has been suggested that a company should remember the following 3 P’s—place,
people, and product. Table 14.9 presents the specific elements of these 3 P’s and cites the
appropriate marketing strategy when using a standardization approach and when using a
localization approach.> |

When marketing high-tech products abroad, it is important to note that many
industrialized nations lag behind the United States in computer usage. For example,
although more than 90 percent of U.S. white-collar workers use a PC, only 55 percent
of Western European white-collar workers do so. Often the goal in many European
firms is to rise to a high enough position in the company so you do not have to use a
PC (i.e., not using a PC as a status symbol).’® Moreover, approximately 68 percent of
all existing Web pages are in English, 6 percent are in Japanese, 6 percent are in
German, and 4 percent are in Chinese (these are the top four languages on the
Internet).57 |

Perhaps because of the dominance of English-language pages on the Internet,
specific non-English-speaking European nations appear to be out to distinguish
themselves and their cultures by designing Web sites that in some way or other
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TABLE 14.9 Degree of Fit Between Marketing Strategies and the 3 P’s

reflect their countries and specific cultures. So German Web sites might employ
bright colors and a geometrical layout to give it a “German feel”; a French Web site
might have a black background; a Dutch Web site might offer video downloads; and
a Scandinavian Web site might provide a variety of images of nature.’8 Indeed, a
recent study of global American brands examined how these brands standardize
their Web : tes in Europe (U.K., France, Germany, and Spain). The study found that
while manufacturers’ Web sites did have a minimal level of uniformity with respect
to color, logo, and layout, the textual information and visual images were dissimilar
from one market to the next. Still further, as with traditional advertising media, stan-
dardization for durable goods was higher than for nondurables.”® In yet another
study, researchers examined the domestic and Chinese Web sites of U.S.-based multi-
national mpanies. Findings show that the Internet is not a culturally neutral
medium, but is full of cultural markers that allow country-specific Web sites to pos-
sess a feel and a look that is unique to the local culture. For example, while Web sites
intended for the U.S. consumer often contained patriotic phrases and references to
September 11th, Chinese Web sites were loaded with Chinese cultural symbols (e.g.,
the Great Wall of China, Chinese festivals). The managerial implication of the
research is that consumers relate best to Web sites that have a local feel because it
reduces thianxiety associated with the Internet (it is a relatively new medium) and
makes navigation easier.®

cross-cultural psychographic segmentation

The paradox in cross-cultural consumer research is that although worldwide con-
sumers may be similar in many ways (e.g., the increased number of women who work
outside of the home), any differences in attitudes or behavior can be crucial in deter-
mining satisfaction and may provide an opportunity for segmenting consumers in
terms of cultural differences. For example, although more than 50 percent of Japanese
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and American women work outside of the home (which enhances the need for many
convenience and time-saving products), Japanese women have been slower to
embrace the liberated attitudes of their counterpart working women in the United

States.5! Seen in this light, the determination of whether or not to market a time-
saving cleaning device as a world brand is a critical strategic decision. Some firms.
might attempt to establish a global branding strategy, whereas others would design an
individual or local marketing strategy —one that treats Japanese and American work-
ing women differently. One marketing authority aptly summed up the issues years ago
by stating: “The only ultimate truth possible is that humans are both deeply the same
and obviously different. . . .”62

This book endorses the same thesis. Earlier chapters have described the underlying
similarities that exist between people and the external influences that serve to differenti-
ate them into distinct market segments. If we believe in tailoring marketing strategies to

TABLE 14.10 Six Global Consumer Market Segments
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specific segments of the American market, it follows then that we also believe in tailor-
ing marketing strategies to the needs— psychological, social, cultural, and functional —of
specific foreign segments.

Global psychographic research often reveals cultural differences of great importance
to marketers. For example, Roper Starch Worldwide, a major multinational marketing
research company, interviewed 35,000 consumers in 35 countries in order to identify
shared values, irrespective of national borders. The research sought to uncover the
bedrock values in peoples’ lives in order to understand the motivations that drive both
attitudes and behavior. After completing the interviews in North and South America,
Asia, and Europe, six global value groups were uncovered: Strivers, Devouts, Altruists,
Intimates, Fun Seekers, and Creatives.5® Table 14.10 presents a brief description of each of

Cross-Cultural Consumer Behavior: An International Perspective 475

these six global market segments.

With so much diversity present among the members of
just one nation (as in the United States), it is easy to
appreciate that numerous larger differences may exist
between citizens of different nations having different
cultures, values, beliefs, and languages. If international
marketers are to satisfy the needs of consumers in
potentially very distinct markets effectively, they must
understand the relevant similarities and differences that
exist between the peoples of the countries they decide to
target.

When consumers make purchase decisions, they seem
to take into consideration the countries of origin of the
brands that they are assessing. Consumers frequently have
specific attitudes or even preferences for products made in
particular countries. These country-of-origin effects influ-
ence how consumers rate quality and, sometimes, which
brands they will ultimately select.

As increasing numbers of consumers from all over the
world come in contact with the material goods and lifestyle
of people living in other countries and as the number of
middle-class consumers grows in developing countries,
marketers are eager to locate these new customers and to
offer them their products. The rapidly expanding middle
classes in countries of Asia, South America, and Eastern
Europe possess relatively substantial buying power

DISCUSSION QUESTIONS

1. Will the elimination of trade barriers among the coun-
tries of the European Union change consumer behavior
in these countries? How can U.S. companies take advan-
tage of the economic opportunities emerging in Europe?

because their incomes are largely discretionary (necessities
like housing and medical care are often provided by the
state for little or no cost).

For some international marketers, acculturation is a dual
process: First, marketers must learn everything that is rele-
vant to the product and product category in the society in
which they plan to market, and then they must persuade the
members of that society to break with their traditional ways
of doing things to adopt the new product. The more similar
a foreign target market is to a marketer’s home market, the
easier is the process of acculturation. Conversely, the more
different a foreign target market, the more difficult the
process of acculturation.

Some of the problems involved in cross-cultural
analysis include differences in language, consumption
patterns, needs, product usage, economic and social con-
ditions, marketing conditions, and market research
opportunities. There is an urgent need for more system-
atic and conceptual cross-cultural analyses of the psycho-
logical, social, and cultural characteristics concerning the
consumption habits of foreign consumers. Such analyses
would identify increased marketing opportunities that
would benefit both international marketers and their tar-
geted consumers.

2. With all the problems facing companies that go global,
why are so many companies choosing to expand inter-
nationally? What are the advantages of expanding
beyond the domestic market?
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1. Have you ever traveled outside the United States? If so,

T HUEEEEEeTEE

. Are the cultures of the world becoming more similar

or more different? Discuss.

. What is cross-cultural consumer analysis? How can a

multinational company use cross-cultural research to
design each factor in its marketing mix? Illustrate your
answer with examples.

. What are the advantages and disadvantages of global

promotional strategies?

. Should Head & Shoulders shampoo be sold worldwide

with the same formulation? In the same package? With
the same advertising theme? Explain your answers.

a. If you wanted to name a new product that would
be acceptable to consumers throughout the world,
what cultural factors would you consider?

b. What factors might inhibit an attempt by Apple to
position a new laptop computer as a world brand?

. An American company is introducing a line of canned

soups in Poland. (a) How should the company use

please identify some of the differences in values, behav-
ior, and consumption patterns you noted between people
in a country you visited and Americans.

. Interview a student from another culture about his or

her use of (a) credit cards, (b) fast-food restaurants,
(c) shampoo, and (d) sneakers. Compare your con-
sumption behavior to that of the person you inter-
viewed and discuss any similarities and differences
you found.

. Much has been written about the problems at Euro

Disney, the Walt Disney Company’s theme park and
resort complex, which opened in France in April 1992.
These difficulties were largely attributed to Disney’s lack
of understanding of European (particularly French) cul-
ture and the company’s failure to modify its American
theme-park concept to fit the preferences and customs
of European visitors. Discuss how the Walt Disney
Company could have used input from cross-cultural

acculturation .

cross-cultural consumer analysis segmentation

cross-cultural consumer research

10.

11.

cross-cultural psychographic .

¢ global strategy versus local strategy

Consumers in Their Social and Cultural Settings

cross-cultural research? (b) Should the company use
the same marketing mix it uses in the United States to
target Polish consumers? (c) Which, if any, marketing
mix components should be designed specifically for
marketing canned soups in Poland? Explain your
answers.

. Mercedes-Benz, a German car manufacturer, is using

cross-cultural psychographic segmentation to develop
marketing campaigns for a new two-seater sports car
directed at consumers in different countries. How
should the company market the car in the United
States? How should it market the car in Japan?

What advice would you give to an American retailer
who wants to sell women’s clothing in Japan?

Select two of the marketing mistakes discussed in the
text. Discuss how these mistakes could have been
avoided if the companies involved had adequately
researched some of the issues listed in Table 14.6.

analysis in better designing and operating Euro Disney,
using a computerized literature search about Euro
Disney from your school’s library.

. Select one of the following countries: Mexico, Brazil,

Germany, Italy, Israel, Kuwait, Japan, or Australia.
Assume that a significant number of people in the
country you chose would like to visit the United States
and have the financial means to do so. Now, imagine
you are a consultant for your state’s tourism agency
and that you have been charged with developing a pro-
motional strategy to attract tourists from the country
you chose. Conduct a computerized literature search
of the databases in your school’s library and select and
read several articles about the lifestyles, customs, and
consumption behavior of people in the country you
chose. Prepare an analysis of the articles and, on the
basis of what you read, develop a promotional strategy
designed to persuade tourists from that country to visit
your state.

multinational strategies
¢ product standardization
world brand



CHAPTER FOURTEEN

10.

. “European Union,” Wikipedia Free Encyclopedia, accessed

at http://en.wikipedia.org/wiki/European_Union

. Mauricio Hurtado and Edgar Ahrens, “International Tax

Review, Regional Guides: North America,” accessed at
www.internationaltaxreview.com; and “NAFTA 10 Years
Later: Information and Communication Technologies,” U.S.
Department of Commerce, International Trade
Administration, accessed at www.ita.doc.gov/td/industry/
otea/naftalict.pdf#isearch=nafta%20market % 20size

. Larry Roellig, “Designing Global Brands: Critical Lessons,”

Design Management Journal 12, no. 4 (Fall 2001): 40-45; and
“MTV: Music Television and H&Q Asia Pacific’s @ Japan
Media Group to Launch New 24-Hour Channel in Japan,”
PR Newswire, August 29,2000, 1.

. Michael Silk and David L. Andrews, “Beyond a Boundary?

Sport, Transnational Advertising, and the Reimagining of
National Culture,” Journal of Sport and Social Issues 25, no. 2
(May 2001): 180-201.

. Jean Halliday, “Champion of the Yugo to Import Chinese

Cars,” Advertising Age, March 7, 2005, 12.

. “Marketing to Mexican Consumers,” Brand Strategy

(London), March 4, 2005, 43.

. Sharyne Merritt and Vernon Staubb, “A Cross-Cultural

Exploration of Country-of-Origin Preference,” in 1995
AMA Winter Educators’ Proceedings, ed. David W.
Stewart and Naufel J. Vilcassim (Chicago: American
Marketing Association, 1995), 380; Jill Gabrielle Klein,
Richard Ettenson, and Marlene D. Morris, “The Animosity
Model of Foreign Product Purchase: An Empirical Test in
the People’s Republic of China,” Journal of Marketing 62
(January 1998): 89-100; and Gillian Sullivan Mort, Hume
Winzar, and C. Min Han, “Country Image Effects in
International Services: A Conceptual Model and Cross-
National Empirical Test,” in 2001 AMA Educators’
Proceedings 12, ed. Greg W. Marshall and Stephen J.
Grove (Chicago: American Marketing Association, 2001),
43-44.

. Lillie Guyer, “Heritage Tough Sell in Global Arena,”

Advertising Age, April 11,2005, S-12 & S-13.

. Zeynep Gurhan-Canli and Durairaj Maheswaran,

“Determinants of Country-of-Origin Evaluations,” Journal of
Consumer Research 27 (June 2000): 96-108.

Gary S. Insch and J. Brad McBride, “The Impact of Country-
of-Origin Cues on Consumer Perceptions of Product
Quality: A Binational Test of the Decomposed Country-of-
Origin Construct,” Journal of Business Research 57 (2004):
256-265.

. Ibid.

Klein, Ettenson, and Morris, “The Animosity Model,”
89-100.

Cross-Cultural Consumer Behavior: An International Perspective 477

13.

14.
15.

16.

17.

18.
19.
20.

2L

22,

23.

24,
25.

26.

Ian Phau and Kor-Weai Chan, “Targeting East Asian
Markets: A Comparative Study on National Identity,”
Journal of Targeting, Measurement and Analysis for
Marketing 12 (December 2003): 157-172.:

Olin Lagon, “Culturally Correct Site Design,” Web
Techniques 5,no. 9 (September 2000): 49-51.

“Market Focus: Bottled Mineral Water,” Brand Strategy
(London), February 11,2004, 42.

Robert G. Tian and Charles Emery, “Cross-Cultural Issues in
Internet Marketing,” Journal of American Academy of
Business 1,no.2 (March 2002): 217-224; and Keith E.
Thompson and Julia Engelken, “Mapping the Values Driving
Organic Food Choice,” European Journal of Marketing 38,
no. 8 (2004): 995-1012.

Michael Fielding, “Accrued Interest: Western-Style Banks
Tailer Approach to Draw Muslims,” Marketing News,
May 15,2005, 41-44.

Nancy Y. Wong and Aaron C. Ahuvia, “Personal Taste and
Family Face: Luxury Consumption in Confucian and Western
Societies,” Psychology and Marketing 15, no. 5 (August 1998):
423-441. Also see Sarah Ellison, “Sex-Themed Ads Often
Don’t Travel Well,” Wall Street Journal, March 31, 2000, 87.

Kitty Go, “Lessons in How to Love Lingerie: The Opening of
Hong Kong’s Largest Luxury Lingerie Store Heralds the
Beginning of a Process to Educate Women on the Benefits of
Wearing Their Wealth Close to the Skin,” Financial Times
(London), May 28, 2005, 9.

Chip Walker, “The Global Middle Class,” American
Demographics, September 1995, 40-46; Paula Kephart, “How
Big Is the Mexican Market?” American Demographics,
October 1995, 17-18; and Rahul Jacob, “The Big Rise,”
Fortune, May 30, 1994, 74-90.

Rainer Hengst, “Plotting Your Global Strategy,” Direct
Marketing, August 2000, 55.

Benjamin Senauer and Linda Goetz, “The Growing Middle
Class in Developing Countries and the Market for High-
Value Food Products,” Prepared for the Workshop on Global
Markets for High-Value Food, Economic Research Service,
USDA, Washington D.C., February 14,2003, accessed at
www.farmfoundation.org/documents/ben-sanauerpaper
2—-10—3-13-03_000.pdf

Peter Marber, “Globalization and Its Contents,” World
Policy Journal (Winter 2004/05): 29-37.

Mookyu Lee and Francis M. Ulgado, “Consumer Evaluations
of Fast-Food Services: A Cross-National Comparison,” The
Journal of Services Marketing 11, no. 1 (1997): 39-52.

Ann Veeck and Alvin C. Burns, “Changing Tastes: The
Adoption of New Food Choices in Post-Reform China,”
Journal of Business Research, 58 (2005): 644-652.

Hengst, “Plotting Your Global Strategy,” 52-57.



478 PART THREE

27. Keith Suter, “Transnational Corporations: Knitting the World

28.

29.

30.

31.

32.

33.
34.

35,

36.

37.
38.

39.

40.

41.

42.
43.

45.

Together,” Social Alternatives 23, no. 4 (Fourth Quarter
2004): 42-45.

R. Stephen Parker, Charles M. Hermans, and Allen D.
Schaefer, “Fashion Consciousness of Chinese, Japanese and
American Teenagers,” Journal of Fashion Marketing and
Management 8, no. 2 (2004): 176-186.

Rick Yan, “To Reach China’s Consumers, Adapt to Guo
Qing,” Harvard Business Review, September-October 1994,
66-67.

Kathy Chen, “Chinese Babies Are Coveted Consumers,”
Wall Street Journal, May 15,1998, B1; and Fara Warner,
“Western Markets Send Researchers to China to Plumb
Consumers’ Minds,” Wall Street Journal, March 28,1997, BS.

Mindy F. Ji and James U. McNeal, “How Chinese Childen’s
Commercials Differ from Those of the United States: A
Content Analysis,” Journal of Advertising 30, no. 3 (Fall
2001): 78-92.

Tara Parker-Pope, “Nonalcoholic Beer Hits the Spot in
Mideast,” Wall Street Journal, December 6, 1995, B1.

Warner, “Western Markets Send Researchers,” B5.

Vanessa O’Connell, “Exxon ‘Centralizes’ New Global
Campaign,” Wall Street Journal, July 11,2001, B6.

Robert L. Wehling, “Even at P&G, Only 3 Brands Make
Truly Global Grade So Far,” Advertising Age International,
January 1998, 8.

Douglas B. Holt, John A. Quelch, and Earl L. Taylor, “How
Global Brands Compete,” Harvard Business Review,
September 2004, 68-75.

Ibid.

Alokparna Basu Monga and Debroah Roedder John,
“Consumer Response to Brand Extensions: Does Culture
Matter?,” Advances in Consumer Research 31 (2004):
216-222.

Friedman, “Big Mac II,” A27; and Drew Martin and Paul
Herbig, “Marketing Implications of Japan’s Social-Cultural
Underpinnings,” Journal of Brand Management 9, no. 3
(January 2002): 171-179.

Pamela Buxton, “Helping Brands Take on the World,”
Marketing (London), May 13,1999, 32.

Martin S. Roth, “The Effects qf Culture and Socioeconomics
on the Performance of Global Brand Image Strategies,”
Journal of Marketing Research 32 (1995): 163-175.

Roellig, “Designing Global Brands,” 43.

Sicco Van Gelder, “Global Brand Strategy,” Journal of Brand
Management 12 (September 2004): 39-48.

. Nitish Singh, Olivier Furrer, and Massimiliano Ostinelli, “To

Localize or to Standardize on the Web: Empirical Evidence
from Italy, India, Netherlands, Spain, and Switzerland,”
Multinational Business Review 12 (Spring 2004): 69-87.

Desmond Lam and Dick Mizerski, “Cross-Cultural
Differences on the Internet: The Case of Internet Privacy,”

47.

48.

49.

50.

S1.

52.

53.

54.

53

56.

57.

58.

59.

60.

Consumers in Their Social and Cultural Settings

American Marketing Association Conference Proceedings, 14,
2003, 257-258.

Sharon Shavitt, Michelle R. Nelson, and Rose Mei Len Yuan,
“Exploring Cross-Cultural Differences in Cognitive
Responding to Ads,” in Advances in Consumer Research, 24, ed.
Merrie Brucks and Deborah J. Maclnnis (Provo, UT:
Association for Consumer Research, 1997), 245-250.

Michael A. Callow, Dawn B. Lerman, and Mayo de Juan
Vigaray, “Motivational Appeals in Advertising: A
Comparative Content Analysis of United States and Spanish
Advertising,” in Proceedings of the Sixth Symposium on
Cross-Cultural Consumer and Business Studies, ed. Scott M.
Smith (Honolulu, HI: Association of Consumer Research
and the Society for Consumer Psychology, 1997), 392-396.

Dean Foster, “Playing with China Dollars,” Brandweek,
November 10, 1997, 20-23.

Michael Callow and Leon G. Schiffman, “Sociocultural
Meanings in Visually Standardized Print Ads,” European
Journal of Marketing, 38, no. 9/10 (2004): 1113-1128.

Kip D. Cassino,“A World of Advertising,” American
Demographics, November 1997, 60.

Jiafei Yin, “International Advertising Strategies in China: A
Worldwide Survey of Foreign Advertisers,” Journal of
Adbvertising Research 39, no. 6 (November/December 1999):
25-35. !

Normandy Madden, “Looking for the Next Brazil? Try
Thailand,” Advertising Age, April 11,2005, 22.

Robert Frank, “Potato Chips to Go Global —or So Pepsi
Bets,” Wall Street Journal, November 30, 1995, B1.

Teresa Domzal and Lynette Unger, “Emerging Positioning
Strategies in Global Marketing,” Journal of Consumer
Marketing 4 (Fall 1987): 27-29. o1 B

Sangeeta Ramarapu, John E. Timmerman, and Narender
Ramarapu, “Choosing Between Globalization and
Localization as a Strategic Thrust for Your International
Marketing Effort,” Journal of Marketing Theory and Practice
7,no0.2 (Spring 1999): 97-105.

David Kirkpatrick, “Europe’s Technology Gap Is Getting
Scary,” Fortune, March 17,1997, 26-27.

Tian and Emory, “Cross-Cultural Issues in Internet
Marketing,” 217-224.

Ben Vickers, “In Internet Age, Europe Looks to Define Its
Many Cultures Against U.S. Online,” Wall Street Journal,
April 2,2001, BOF.

Shintaro Okazaki, “Searching the Web for Global Brands:
How American Brands Standardize Their Web Sites in
Europe,” European Journal of Marketing 39, no. 1/2 (2005):
87-109.

Nitish Singh, Hongxin Zhao, and Xiaorui Hu;“Cultural
Adaptation on the Web: A Study of American Companies’
Domestic and Chinese Websites,” Journal of Global
Information Management 11 (July-September 2003):
63-80.



61.

62.

CHAPTER FOURTEEN
!
Jack Russel, “Working Women Give Japan Culture Shock,”
Advertising Age, January 16,1995, 1-24.

Sidney J. Levy, “Myth and Meaning in Marketing,” in 1974
Combined Proceedings, ed. Ronald C. Curhan (Chicago:
American Marketing Association, 1975), 555-556.

Cross-Cultural Consumer Behavior: An International Perspective 479

63. Stuart Elliott, “Research Finds Consumers Worldwide
Belong to Six Basic Groups That Cross National Lines,” New
York Times, June 25,1998, D8.



The Consumer’s Decision-Making Process

PART 4 EXPLORES THE VARIOUS ASPECTS OF CONSUMER DECISION MAKING |

Chapter 15 begins with a discussion of personal influence, opinion leadership, and the diffusion of
innovations. Chapter 16 examines in detail a simple model of consumer decision making that ties
together the psychological, social, and cultural concepts examined throughout the book. The book
concludes with a discussion of various related aspects of consumption behavior (such as gift
giving) and explores the outcomes of relationship marketing from the consumer’s perspective.

his chapter deals with two interrelated issues of considerable
importance to consumers and marketers alike—the informal
influence that others have on consumers’ behavior and the
dynamic processes that impact consumers' acceptance of new
products and services.

In the first part of this chapter we will examine the nature and
dynamics of the influence that friends, neighbors, and acquain-
tances have on our consumer-related decisions. This influence is
often called word-of-mouth communications or the opinion leader- L
ship process (the two terms will be used interchangeably here). We
will also consider the personality and motivations of those who
influence (opinion leaders) and those who are influenced (opinion
receivers). We will end the first part of this chapter with an explo-
ration of how marketers are enhancing their consumer strategies
by harnessing the power of natural word-of-mouth in the form of
stimulated or market manipulated word-of-mouth. These contrived
marketing efforts, unlike “naturally occurring” word-of-mouth or
opinion leadership, largely consists of either paid actors or largely
unpaid volunteer agents who are engaged by marketers to create
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buzz and salés for new products that they often freely elect to talk up. In the second part of this
chapter, we will explore factors that encourage and discourage acceptance (or rejection) of new
products and services. For consumers, new products and services may represent increased
opportunities to satisfy personal, social, and environmental needs and add to their quality of life.
For the marketer, new products and services provide an important mechanism for keeping the

firm competitive and profitable.
[
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what is opinion leadership?

comment by an ad agency executive: “Perhaps the most important thing for mar-
keters to understand about word-of-mouth is its huge potential economic
impact.”! This decade-old comment is more true today than ever before!

Opinion leadership (or word-of-mouth communications) is the process by which
one person (the opinion leader) informally influences the actions or attitudes of others,
who may be opinion seekers or opinion recipients. The key characteristic of the influence
is that it is interpersonal and informal and takes place between two or more people, none
of whom represents a commercial selling source that would gain directly from the sale of
something. Word-of-mouth implies personal, or face-to-face, communication, although it
may also take place in a telephone conversation or within the context of e-mail or a chat
group on the Internet. This communication process is likely, at times, to also be rein-
forced by nonverbal observations of the appearance and behavior of others.

One of the parties in a word-of-mouth encounter usually offers advice or informa-
tion about a product or service, such as which of several brands is best or how a particu-
lar product may be used. This person, the opinion leader, may become an opinion
receiver when another product or service is brought up as part of the overall discussion.

Individuals who actively seek information and advice about products sometimes are
called opinion seekers. For purposes of simplicity, the terms opinion receiver and opinion
recipient will be used interchangeably in the following discussion to identify both those
who actively seek product information from others and those who receive unsolicited
information. Simple examples of opinion leadership at work include the following:

The power and importance of personal influence are captured in the following

1. A family decides that they need a new gas barbeque for their backyard, and they ask
a few of their neighbors which brand they should purchase.

2. A person shows his cousin photographs of his recent vacation in Costa Rica, and the
cousin suggests that using a different film might produce better pictures of the rain
forest.

3. During a coffee break, a coworker talks about the new TV series she saw last night
and recommends seeing it.

Most studies of opinion leadership are concerned with the measurement of the
behavioral impact that opinion leaders have on the consumption habits of others.
Available research, for example, suggests that “influentials” or opinion leaders are
almost four times more likely than others to be asked about political and government
issues, as well as how to handle teens; three times more likely to be asked about comput-
ers or investments; and twice as likely to be asked about health issues and restaurants.?
There is also research to suggest that when an information seeker feels that he or she
knows little about a particular product or service, a “strong-tie source” will be sought
(such as a friend or family member), but when the consumer has some prior knowledge
of the subject area, then a “weak-tie source” is acceptable (acquaintances or strangers).?

Word-of-mouth in today’s always in contact world

Over the past decade, with the proliferation of cell phone usage and e-mail (and the
invention of combination devices like BlackBerry and Web-capable cell phones), many
people find themselves, by choice, to be “always” available to friends, family, and business
associates. Although Americans have been somewhat slower than consumers in other
countries to embrace the notion of receiving e-mail via their cellular telephones, this may
be due, in part, to the great number of PCs in use in the United States. Table 15.1 shows,
whereas almost 68 percent of Americans are Internet users, the second-place nation in
terms of the number of Internet users, China, has only 7.3 percent of its citizens on the
Web. In contrast, there are presently about 310 million cellular telephone users in China,
which adds up to about 25 percent of its population.*
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TABLE 15.1 Top 15 Countries in Terms of the Number
of Internet Users in 2005

b

! v
Along I ith the explosion of Web-capable cellular telephones is the creation of the

“thumb generation,” which is known in Japan as oya yubi sedai. Young people in Japan
learn to send e-mail messages from the cell phones by using their thumbs, and some
Japanese TV stations have even held thumbing speed contests. This is just a natural
extension of the thumb usage learned from using handheld computer games.

Just how important is word-of-mouth?

A recent study in the United Kingdom asked consumers which information sources would
make them “more comfortable” with a company. The answer at the top of the list was
“friend’s recommendation” (the response of 71 percent of respondents), whereas “past
experience’’ was the response of 63 percent of respondents. Only 15 percent of the con-
sumers me‘nl;oned “advertising.”® Additionally, it has been reported that over 40 percent of
U.S. consumers will actively seek the advice of family and friends when in the market for a
doctor, lawyer, or automobile mechanic, and the importance of word-of-mouth is even
greater with respect to the diffusion of new products.’

k

dynamics of the opinion leadership process

!

f
The opinionl leadership process is a very dynamic and powerful consumer force. As infor-
mal commuk'nication sources, opinion leaders are remarkably effective at influencing con-
sumers in their product-related decisions. Some of the reasons for the effectiveness of
opinion leaders are discussed next.

Credibility
Opinion leaders are highly credible sources of information because they usually are per-
ceived as objective concerning the product or service information or advice they dispense.
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Their intentions are perceived as being in the best interests of the opinion recipients
because they receive no compensation for the advice and apparently have no “ax to grind.”
Because opinion leaders often base their product comments on firsthand experience, their
advice reduces for opinion receivers the perceived risk or anxiety inherent in buying new
products. The average person is exposed to anywhere from 200 to 1,000 sales communica-
tions a day, but he or she is thousands of times more likely to act on the basis of a friend’s or
colleague’s recommendation. Whereas the advertiser has a vested interest in the message
being advertised, the opinion leader offers advice that does not have a commercial motive.

Positive and negative product information

Information provided by marketers is invariably favorable to the product and/or brand. Thus,
the very fact that opinion leaders provide both favorable and unfavorable information adds
to their credibility. An example of an unfavorable or negative product comment is, “The
problem with those inexpensive kitchen knives is that they soon go from being sharp to being
dull.” Compared with positive or even neutral comments, negative comments are relatively
uncommon. For this reason, consumers are especially likely to note such information and to
avoid products or brands that receive negative evaluations. Over the years, motion pictures
have failed due to negative “buzz” about the film, and negative word-of-mouth about new
food products have retarded sales or caused the early death of a product. Consumers, it turns
out, are generally much more likely to share a negative experience than a positive one.

Information and advice

Opinion leaders are the source of both information and advice. They may simply talk about
their experience with a product, relate what they know about a product, or, more aggressively,
advise others to buy or to avoid a specific product. The kinds of product or service informa-
tion that opinion leaders are likely to transmit during a conversation include the following:

1. Which of several brands is best: “In my opinion, when you consider picture quality
versus price, Sony offers the best value in small digital cameras.”

2. How to best use a specific product: “I find that my walls look best when I paint with
a roller rather than a pad.” ‘

3. Where to shop: “When Brooks Brothers has a sale, the values are terrific.”

4. Who provides the best service: “Over the past few years, I've had my car serviced
and repaired at Tom’s Garage, and I think its service can’t be beat.” !

Many of the messages being sent and received these days deal with movies, restaurants,
shopping, computer games, and other areas of interest to young adults—word-of-mouth
communication in the form of telephone or e-mail. Figure 15.1 presents the results of a
survey estimating the percentage of Americans that acted on a referral from an opinion
leader for selected important product and service categories during the past year.

Opinion leadership is category specific

Opinion leadership tends to be category specific; that is, opinion leaders often “specialize”
in certain product categories about which they offer information and advice. When other
product categories are discussed, however, they are just as likely to reverse their roles and
become opinion receivers. A person who is considered particularly knowledgeable about
home electronics may be an opinion leader in terms of this subject, yet when it comes to
purchasing a new washing machine, the same person may seek advice from someone
else —perhaps even from someone who has sought his advice on home electronics.

Opinion leadership is a two-way street

As the preceding example suggests, consumers who are opinion leaders in one product-
related situation may become opinion receivers in another situation, even for the same
product. Consider the following example. Rob, a new father contemplating the purchase
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of a baby car seat, may seek information and advice from other people to reduce his
indecision about which brand to select. Once the car seat has been bought, however, he
may experience postpurchase dissonance (see Chapter 8) and have a compelling need
to talk favorably about the purchase to other people to confirm the correctness of his
own choice. In the first instance, he is an opinion receiver (seeker); in the second, he
assumes the role of opinion leader.

An opinion leader may also be influenced by an opinion receiver as the result of a
product-related conversation. For example, a person may tell a friend about a favorite
hotel getaway in Lake Como, Italy, and, in response to comments from the opinion
receiver, come to realize that the hotel is too small, too isolated, and offers vacationers
fewer amenities than other hotels.

the motivation behind opinion leadership

To understaxid the phenomenon of opinion leadership, it is useful to examine the motivation
of those who provide and those who receive product-related information.

The needs of opinion leaders

What motivates a person to talk about a product or service? Motivation theory suggests that
people may provide information or advice to others to satisfy some basic need of their own
(see Chapte’r 4). However, opinion leaders may be unaware of their own underlying
motives. As suggested earlier, opinion leaders may simply be trying to reduce their own
postpurchase dissonance by confirming their own buying decisions. For instance, if Bradley
subscribes to a satellite TV service and then is uncertain that he made the right choice, he
may try to reassure himself by “talking up” the service’s advantages to others. In this way,
he relieves his own psychological discomfort. Furthermore, when he can influence a friend
or neighbor to also get satellite TV, he confirms his own good judgment in selecting the
service first. Thus, the opinion leader’s true motivation may really be self-confirmation or
self-involvement. Furthermore, the information or advice that an opinion leader dispenses
may provide all types of tangential personal benefits: It may confer attention, imply some
type of status, grant superiority, demonstrate awareness and expertise, and give the feeling
of possessing inside information and the satisfaction of “converting” less adventurous souls.
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e al In addition to self-involvement, the opinion leader may also be motivated by product
RS involvement, social involvement, and message involvement. Opinion leaders who are
motivated by product involvement may find themselves so pleased or so disappointed with a
product that they simply must tell others about it. Those who are motivated by social involve-
ment need to share product-related experiences. In this type of situation, opinion leaders use

their product-related conversations as expressions of friendship, neighborliness, and love.

The needs of opinion receivers

Opinion receivers satisfy a variety of needs by engaging in product-related conversa-
tions. First, they obtain new-product or new-usage information. Second, they reduce
their perceived risk by receiving firsthand knowledge from a user about a specific prod-
uct or brand. Third, they reduce the search time entailed in the identification of a needed
product or service. Moreover, opinion receivers can be certain of receiving the approval
of the opinion leader if they follow that person’s product endorsement or advice and
purchase the product. For all of these reasons, people often look to friends, neighbors,
and other acquaintances for product information. Indeed, research examining the impor-
tance of four specific information sources on a hypothetical $100 purchase of consumer
services revealed that advice from others was more important than the combined impact
of sales representatives, advertising and promotion, and other sources.® Table 15.2 com-
pares the motivations of opinion receivers with those of opinion leaders.

Szt
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Purchase pals

Researchers have also examined the influence of “purchase pals™ as information sources
who actually accompany consumers on shopping trips. Although purchase pals were
used only 9 percent of the time for grocery items, they were used 25 percent of the time
for purchases of electronic equipment (e.g., computers, VCRs, TV sets).? Interestingly,

TABLE 15.2 A Comparison of the Motivations of Opinion
and Opinion Receivers
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male purchaé{,e pals are more likely to be used as sources of product category expertise,
product information, and retail store and price information. Female purchase pals are
more often used for moral support and to increase confidence in the buyer’s decisions.
Similarly, it seems that when a weak tie exists between the purchase pal and the shopper
(e.g., neighbor, classmate, or work colleague), the purchase pal’s main contribution tends
to be functional —the source’s specific product experiences and general marketplace
knowledge are being relied on. In contrast, when strong ties exist (such as mother, son,
husband, or wife), what is relied on is the purchase pal’s familiarity and understanding of

the buyer’s individual characteristics and needs (or tastes and preferences).

decisions for their clients (e.g., your service station decides which brand of disk brake
pads to install on your car). Consequently, in an increasing number of decision situations,
it is a surrogate buyer who primarily influences the purchase. Table 15.3 presents the key

differences Hetween opinion leaders and surrogate buyers.

f

TABLE 15.3 Key Differences Between Opinion Leaders
and Surrogate Buyers
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measurement of opinion leadership

Self-Designating
Questions for
Measuring Opinion
Leadership

Consumer researchers are interested in identifying and measuring the impact of the opin-
ion leadership process on consumption behavior. In measuring opinion leadership, the
researcher has a choice of four basic measurement techniques: (1) the self-designating
method, (2) the sociometric method, (3) the key informant method, and (4) the objective
method.

In the self-designating method, respondents are asked to evaluate the extent to
which they have provided others with information about a product category or specific
brand or have otherwise influenced the purchase decisions of others. Figure 15.2 shows
two types of self-designating question formats that can be used to determine a con-
sumer’s opinion leadership activity. The first consists of a single question, whereas the
second consists of a series of questions. The use of multiple questions enables the
researcher to determine a respondent’s opinion leadership more reliably because
the statements are interrelated. The self-designating technique is used more often than
other methods for measuring opinion leadership because consumer researchers find it
easy to include in market research questionnaires. Because this method relies on the
respondent’s self-evaluation, however, it may be open to bias should respondents per-
ceive “opinion leadership” (even though the term is not used) to be a desirable charac-
teristic and, thus, overestimate their own roles as opinion leaders.

The sociometric method measures the person-to-person informal communication of
consumers concerning products or product categories. In this method, respondents are
asked to identify (a) the specific individuals (if any) to whom they provided advice or infor-
mation about the product or brand under study and (b) the specific individuals (if any) who
provided them with advice or information about the product or brand under study. In the
first instance, if respondents identify one or more individuals to whom they have provided
some form of product information, they are tentatively classified as opinion leaders. In the
second instance, respondents are asked to identify the individuals (if any) who provided
them with information about a product under investigation. Individuals designated by the
primary respondent are tentatively classified as opinion leaders. In both cases, the
researcher attempts to validate the determination by asking the individuals named whether
they did, in fact, either provide or receive the relevant product information.

Opinion leadership can also be measured through the use of a key informant, a person
who is keenly aware of or knowledgeable about the nature of social communications among
members of a specific group. The key informant is asked to identify those individuals in the
group who are most likely to be opinion leaders. However, the key informant does not have
to be a member of the group under study. For example, a professor may serve as the key
informant for a college class, identifying those students who are most likely to be opinion

SINGLE-QUESTION APPROACH:

1. In the last six months have you been asked your advice or opinion about HOTV?*
Yos - - No

MULTIPLE-QUESTION APPROACH:

(Measured on a 5-point bipolar “Agree/Disagree” scale)

1. Friends and neighbors frequently ask my advice about HOTV.

2. | sometimes influence the types of HDTV friends buy.

3. My friends come to me more often than | go to them about HDTV. |

4. | feel that | am generally regarded by my friends as a good source of advice about HOTV.

5. I can think of at least three people whom | have spoken to about HDTV in the past six months.

*Researchers can insert their own relevant product-service or product-service category.




CHAPTER FIFTEEN Consumer Influence and the Diffusion of Innovations 489

leaders with regard to a particular issue. This research method is relatively inexpensive .
because it requires that only one individual or at most several individuals be intensively
interviewed, whereas the self-designating and sociometric methods require that a consumer

sample or entire community be interviewed. However, the key informant method is gener-

ally not used by marketers because of the difficulties inherent in identifying an mdmdual

who can objectively identify opinion leaders in a relevant consumer group.

Finally, the objective method of determining opinion leadership is much like a “con-
trolled experiment” —it involves placing new products or new-product information with
selected individuals and then tracing the resulting “web” of interpersonal communica-
tion concerning the relevant product(s). In a practical sense, a new restaurant in a
downtown business district might apply this approach to speed up the creation of a core
customer base by sending out invitations to young, influential business executives to
dine with their friends at a reduced introductory price any time during the first month
of the restaurant’s operations. If the restaurant’s food and drink are judged to be supe-
rior, the restaurant is likely to enjoy the benefits of enhanced positive word-of-mouth
generated by the systematic encouragement of the young clientele to “try it out” and
who “talk it up” to their friends after experiencing the new restaurant.

Table 15.4 presents an overview of each of the four methods of measuring opinion
leadership, together with advantages and limitations.

TABLE 15.4 Methods of Measuring Opinion Leadership: Advantages and Limitations
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a profile of the opinion leader

Just who are opinion leaders? Can they be recognized by any distinctive characteris-
tics? Can they be reached through specific media? Marketers have long sought
answers to these questions, for if they are able to identify the relevant o?inion leaders
for their products, they can design marketing messages that encourage them to com-
municate with and influence the consumption behavior of others. For thip reason, con-
sumer researchers have attempted to develop a realistic profile of the opinion leader.
This has not been easy to do. As was pointed out earlier, opinion leade}‘ship tends to
be category specific; that is, an individual who is an opinion leader in one product cat-
egory may be an opinion receiver in another product category. Thus, the generalized
profile of opinion leaders is likely to be influenced by the context of specific product
categories. ,

Although it is difficult to construct a generalized profile of the q'pinion leader
without considering a particular category of interest (or a specific product or service
category), Table 15.5 does present a summary of the generalized charzﬁcteristics that
appear to hold true regardless of product category. The evidence indicates that opin-
ion leaders across all product categories generally exhibit a variety of defining char-
acteristics. First, they reveal a keen sense of knowledge and interest in the particular
product or service area, and they are likely to be consumer innovators. They also
demonstrate a greater willingness to talk about the product, service, or topic; they are
more self-confident; and they are more outgoing and gregarious (“more sociable”).
Furthermore, within the context of a specific subject area, opinion leaders receive
more information via nonpersonal sources and are considered to have expertise in
their area of influence. They also usually belong to the same socioeconomic and age
groups as their opinion receivers.

When it comes to their mass-media exposure or habits, opinion leaders are likely
to read special-interest publications devoted to the specific topic or pro
in which they “specialize.”1? For example, an automobile opinion lea
publications such as Car and Driver, Motor Trend, and Automobile.

“gain influence through their informational advantages relative to others in the same

environment.”!!

TABLE 15.5 Profile of Opinion Leaders
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frequency and overlap of opinion leadership

Opinion leadership is not a rare phenomenon. Often more than one-third of the people
studied in a consumer research project are classified as opinion leaders with respect to
some self-selected product category. The frequency of consumer opinion leadership sug-
gests that people are sufficiently interested in at least one product or product category to
talk about it and give advice concerning it to others.

This leads to the interesting question: Do opinion leaders in one product category
tend to be opinion leaders in other product categories? The answer to this question
comes from an area of research aptly referred to as opinion leadership overlap.
Accordingly, opinion leadership tends to overlap across certain combinations of interest
areas. Overlap is likely to be highest among product categories that involve similar inter-
ests (such as televisions and VCRs, high-fashion clothing and cosmetics, household
cleansers and detergents, expensive wristwatches and writing instruments, hunting gear,
and fishing tackle). Thus, opinion leaders in one product area often are opinion leaders
in related areas in which they are also interested.

Market mavens

Research suggests the existence of a special category of consumer influencer, the
market maven. These consumers possess a wide range of information about many
different types of products, retail outlets, and other dimensions of markets. They both
initiate discussions with other consumers and respond to requests for market
information. Market mavens like to shop, and they also like to share their shopping
expertise with others. However, although they appear to fit the profile of opinion
leaders in that they have high levels of brand awareness and tend to try more brands,
unlike opinion leaders their influence extends beyond the realm of high-involvement
products. For example, market mavens may help diffuse information on such
low-involvement products as razor blades and laundry detergent.!2 Furthermore,
market mavens appear to be motivated by a sense of obligation to share information,
a desire to help others, and the feeling of pleasure that comes with telling others
about products.!3

While both innovators and market mavens spend more time shopping than other
consumers, innovators tend to be price insensitive. Market mavens are not primarily con-
cerned with price, but are nevertheless more value conscious than other shoppers and
are heavy users of coupons.'* Table 15.6 compares consumer innovators to market
mavens, including breadth of knowledge and reaction to promotions. The table, for
example, reveals that while the opinion leader’s knowledge extends only to a specific
product category, market mavens possess a wide range of market information. Table 15.7
presents a Market Maven Scale that uses a 7-point Agree/Disagree response format to
identify market mavens.

It would be wrong to discuss market mavens without specifically citing the role
played by teenagers. Seventy percent of teens use the Internet regularly, and they know
how to search for and find information both for themselves and as information requests
from others. Research has found that in families where both parents and teenagers are
heavy Internet users, both the teens and their parents recognize the teens’ expertise and
value the child’s contribution to family decision-making.!?

Just as the examination of the relationship between being an opinion leader and
being an innovator led to the recognition of the existence of the market maven,
research on the market maven has uncovered yet another category of consumers, the
social hub. These are individuals who direct social traffic—they have relationships with
many people, they frequently bring these people together, and they do so for personal
pleasure (rather than for some tangible reward). It is possible that social hubs may
prove to be an excellent way to predict the number of people that are told about a con-
sumption experience. !¢
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TABLE 15.6 " Consumer Innovativeness and Market
Mavenism Compared

TABLE 15.7 Market Maven Scale (Six-point Agree/Disagree
' Response Format)
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the situational environment of opinion leadership

Product-related discussions between two people do not take place in a vacuum. Two
people are not likely to meet and spontaneously break into a discussion in which
product-related information is sought or offered. Rather, product discussions generally
occur within relevant situational contexts, such as when a specific product or a similar
product is used or served or as an outgrowth of a more general discussion that touches
on the proddct category. For example, while drinking coffee, one person might tell the
other person about a preferred brand of coffee.

Moreover it is not surprising that opinion leaders and opinion receivers often are
friends, nelghbors or work associates, for existing friendships provide numerous oppor-
tunities for conversation concerning product-related topics. Close physical proximity is
likely to increase the occurrences of product-related conversations. A local health club
or community center, for example, or even the local supermarket, provides opportunities
for neighbors to meet and engage in informal communications about products or ser-
vices. In a similar fashion, the rapid growth in the use of the Internet is also creating a
type of close “electronic proximity” or “communities” —one in which people of like
minds, attltudes concerns, backgrounds, and experiences are coming together in “chat
sessions” to explore their common interests. Within this context, the Internet is a fertile
environment for word-of-mouth communications of the kind that consumer marketers
are interested in impacting.

the interpersonal flow of communication

A classic study of voting behavior concluded that ideas often flow from mass media (e.g.,
newspapers, magazines radio, TV) to opinion leaders and from them to the general
public.!” This so-called two-step flow of communication theory portrays opinion leaders
as direct receivers of information from impersonal mass-media sources, who in turn,
transmit (and interpret) this information to the masses. This theory views the opinion
leader as an intermediary between the impersonal mass media and the majority of soci-
ety. Figure 15.3 presents a model of the two-step flow of communication theory.
Information is depicted as flowing in a single direction (or one way) from the mass
media to opinion leaders (Step 1) and then from the opinion leaders (who interpret,
legitimize, and transmit the information) to friends, neighbors, and acquaintances, who
constitute the “masses” (Step 2).

Multistép flow of communication theory

A more comprehensive model of the interpersonal flow of communication depicts the
transmission of information from the media as a multistep flow. The revised model takes
into account the fact that information and influence often are two-way processes in which
opinion leaders both influence and are influenced by opinion receivers. Figure 15.4 pre-
sents a model of the multistep flow of communication theory. Steps 1a and 1b depict the
flow of information from the mass media simultaneously to opinion leaders, opinion
receivers/seekers, and information receivers (who neither influence nor are influenced by

Two-Step Flow of
Communication
Theory
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Multistep Flow of
Communication
Theory

others). Step 2 shows the transmission of information and influence from opinion leaders
to opinion receivers/seekers. Step 3 reflects the transfer of information and influence
from opinion receivers to opinion leaders.

Advertising designed to stimulate/simulate
word-of-mouth

In a world before the Internet, Weblogs, and viral or buzz marketing, firms’ advertising
and promotional programs largely relied on stimulating or persuading consumers to “tell
your friends how much you like our product.” This is one way in which marketers
encourage consumer discussions of their products or services. For instance, Daffy’s, an
off-price retailer operating in several northeastern states (Www. daffys.com) used an out-
door poster (at bus shelters and subway stations) to boldly state that “Friends don’t let
friends pay retail.” Here the implication is that you should share your knowledge and
experience with others. The objective of a promotional strategy of stimulation is to run
advertisements or a direct-marketing program that is sufficiently interesting and infor-
mative to provoke consumers into discussing the benefits of the product with others.

In a classic study, a group of socially influential high school students (class presi-
dents and sports captains) were asked to become members of a panel that would rate
newly released musical recordings. As part of their responsibilities, panel participants
were encouraged to discuss their record choices with friends. Preliminary examination
suggested that these influentials would not qualify as opinion leaders for musical record-
ings because of their relatively meager ownership of the product category.'® However,
some of the records the group evaluated made the Top 10 charts in the cities in which the
members of the group lived; these same recordings did not make the Top 10 charts in any
other city. This study suggests that product-specific opinion leaders can be created by
taking socially involved or influential people and deliberately increasing their enthusi-
asm for a product category.

A more recent research effort explored the notion of increasing enthusiasm for a
product category. Over a 12-week period of time, half the participants were assigned to
look at corporate Web sites (i.e., marketer-generated information sources), and half were
asked to look at online discussions (e.g., chat rooms, forums). Consumers who got their
information from online discussions reported greater interest in the product category. It
is felt that chat rooms and other forums provide consumers with personal experiences
and may offer greater credibility, trustworthiness, relevance, and empathy than
marketer-generated Internet Web sites.?

Another related form of advertising message (much less common than ads designed
to stimulate word-of-mouth) are ads designed to simulate word-of-mouth was from time-
to-time used by a small number of marketing firms to supplement their regular advertising
image or brand advertising. Ads designed to simulate word-of-mouth portrayed people in
the act of informal communication.

Word-of-mouth may be uncontrollable ;

Although most marketing managers believe that word-of-mouth commumcatxon is
extremely effective, one problem that they sometimes overlook is the fact that infor-
mal communication is difficult to control. Negative comments, frequently in the form
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of rumors that are untrue, can sweep through the marketplace to the detriment of
a product.

Some common rumor themes that have plagued marketers in recent years and
unfavorably influenced sales include the following: (1) The product was produced
under unsanitary conditions, (2) the product contained an unwholesome or culturally
unacceptable ingredient, (3) the product functioned as an undesirable depressant or
stimulant, (4) the product included a cancer-causing element or agent, and (5) the firm
was owned or influenced by an unfriendly or misguided foreign country, governmental
agency, or religious cult.

A particularly challenging form of “negative” word-of-mouth can be generated
today over the Internet, when a dissatisfied consumer decides to post his or her story on
a bulletin board for all to see. Consider, for example, the Apple iPod. When two brothers
in New York City found that a failed battery could not be easily or inexpensively
replaced (Apple was charging $200 to replace the battery), they went online
(www.ipodsdirtysecret.com). Consumers critical of Starbucks can vent their anger at
www.ihatestarbucks.com, and people who dislike Microsoft can always log onto
www.watchingmicrosoft.com. As one advertising industry executive has commented,
“One determined detractor can do as much damage as 100,000 positive mentions can
do good.”20

marketers seek to take control
of the opinion leadership process

Marketers have long been aware of the power that opinion leadership exerts on con-
sumers’ preferences and actual purchase behavior. For this reason marketers are
increasingly designing products with characteristics or design factors that make them
easy to talk about and whip up interest about. They are also looking at ways to more
directly intervene and take control of the word-of-mouth process. This effort to control
the flow of word-of-mouth about a product is not new. However, what is new is the
degree of interest and available technologies that makes it easier to accomplish (e.g.,
consumers’ buddy lists).

Marketers are now moving beyond primarily employing advertising to stimulate or
simulate word-of-mouth, to an environment where they are seeking to manage (i.e., to
create and control) word-of-mouth. In this section we will consider marketers’ efforts to
create products with greater word-of-mouth potential, and to harness the power of
mouth by either hiring paid actors to go out and create product buzz; or securing the
involvement of largely unpaid consumer volunteers, who act as buzz agents to drum up
awareness, interest, and intention to purchase the clients’ new products. As part of this
discussion we will consider viral marketing and Weblogs.

Creating products with built-in buzz potential

New-product designers take advantage of the effectiveness of word-of-mouth commu-
nication by deliberately designing products to have word-of-mouth potential. A new
product should give customers something to talk about (“buzz potential”). Examples of
products and services that have had such word-of-mouth appeal include iPods, cell
phones with digital cameras, and a host of other sought after technologies and luxury
brands. Such high-demand products have attained market share advantages because
consumers are willing to “sell” them to each other by means of word-of-mouth. Motion
pictures also appear to be one form of entertainment in which word-of-mouth operates
with some degree of regularity and a large degree of impact. It is very common to be
involved directly or overhear people discussing which movies they liked and which
movies they advise others to skip. Proof of the power of word-of-mouth are those cases
in which critics hate a movie and the viewing public like it and tell their friends.
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For instances in which informal word-of-mouth does not spontaneously emerge
from the uniqueness of the product or its marketing strategy, some marketers have
deliberately attempted to stimulate or to simulate opinion leadership.

Strategy designed to simulate buzz

The nature and scope of the Internet has inspired marketers to expand opportunities
to take control of the process of word-of-mouth. For instance, they are increasingly
hiring buzz marketing agencies that maintain large armies of largely volunteer con-
sumer buzz agents who seem to greatly enjoy telling other consumers (often friends
and family, and people on their buddy list) about a product that they have been
exposed to and feel that they would like to talk about. An example of such a consult-
ing agency is Bzzagent (see www.bzzagent.com). They assist their clients in creating
word-of-mouth or buzz marketing campaigns. For instance, for chicken sausage pro-
ducers and a publisher of mass-appeal books, Bzzagent agent assisted these clients to
use their largely volunary bzzagents to talk about these products and to dramatically
enhance their market success.?!

Similarly, P&G has created a company known as Tremor (see the Web site at
www.tremor.com) that specializes in the teen market and the market of their mothers. In
contrast to Bzzagent, which does not screen their agents to ascertain that they would be
good at stimulating interest, Tremor actually provides a series of screening tests and only
selects those who meet their standards in terms of being likely to be an effective word-
of-mouth communicator.

Some marketers prefer to hire actors to go out and simulate for a product. For
instance, a campaign for Hennessy Cognac used paid actors to visit Manhattan bars
and nightclubs and order Cognac martinis made with Hennessy. Although they were
instructed to act as if they were ordering a new fad drink, in reality they were attempt-
ing to create a new fad drink.?2 The objective of a promotional strategy of stimulation
is to run advertisements or a direct-marketing program that is sufficiently interesting
and informative to provoke consumers into discussing the benefits of the product
with others.

There has also been a tremendous growth in product placements over the past few
years. For instance, reality shows like The Apprentice and Survivor have shown just how
valuable product placements can be, and the amount spent on product placements
reached a record $4.25 billion in 2005, a 23 percent increase over the prior year.2?

Viral marketing

Also known as “buzz marketing,” “wildfire marketing,” “avalanche marketing,” or any one
of a dozen other names, viral marketing “describes any strategy that encourages individu-
als to pass on a marketing message to others, creating the potential for exponential growth
in the message’s exposure and influence.”?* Viral marketing is the marriage of e-mail and
word-of-mouth. It is also named “viral” because it allows a message to spread like a virus.
Consider HotMail, the first free Web e-mail service. By giving away free e-mail addresses
and services, and by attaching a tag to the bottom of every message that reads “Get your
private, free e-mail at http//www.hotmail.com,” every time a HotMail user sent an e-mail,
there was a good chance that the receiver of the e-mail would consider signing up for a free
HotMail account. And with the expectation of more than 150 million Instant Messenger
(IM) users, companies like ActiveBuddy create custom software applications to connect
IM users to information that they want, while “mimicking, in a crude way, the banter of a
fellow IM user at the other end of the data link.”% Table 15.8 presents the demographic
characteristics of adult Instant Messenger users.

Consider some other recent examples of viral marketing in action. M80 Interactive
Marketing (a viral marketing firm) has its employees surf the Web to locate enthusiastic
music fans who can be used to generate “buzz” about Britney Spears, one of the firm’s
clients. These fans may be asked, for example, to swamp MTV’s request line demanding
the star’s latest hit. Beanie Babies, the VW Beetle, the movie The Blair Witch Project, and
ICQ (an Internet chat service) were also able to generate word-of-mouth hype that
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resulted in explosive consumer demand. Volkswagen even sold 2,000 Reflex Yellow and
Vapor Blue Beetles online, and only online. Vespa, the Italian motor scooter manufac-
turer, has its in-house agency hire models to hang out on scooters outside trendy night-
clubs and cafes in Los Angeles.2® Procter & Gamble is using viral marketing in a big way.
The company has developed kiosks for shopping malls that present and sell new P&G
products—all in the hope that shoppers will tell their friends what they have seen. And if
shoppers purchase a product at the kiosk, they are invited to join an “Innovator’s Club”
that offers discounts, a Web site, and puts the shopper into the P&G database for future
new product introductions.?’

There appears to be two principal types of “buzz.” Uncodified buzz occurs when an
innovator encounters a new product, movie, etc., that he or she likes and passes on the
information. While the level of trust and credibility that a consumer gives such commu-
nication, because it comes from a friend, is very high, this type of buzz is not something
that is controllable by the firm, and could be either positive or negative. In contrast,
codified buzz is something that is “incubated, fostered, and underwritten by the firm,”
and may take the form of trial versions, testimonials, observable usage, endorsements,
gift certificates, hosted chat rooms, and so on. The firm should understand that the
observability and the trialability of the viral marketing program for the new product
(these two concepts will be fully discussed later in this chapter) are critical elements. For
example, a money-back guarantee makes trialability a win-win undertaking for the con-
sumers because it reduces the risk perceived with regard to making a purchase.?®

One way in which the “buzz” can spread quickly is through the forwarding of e-mails.
It is estimated that 90 percent of Internet users use e-mail, and about 50 percent of them
use it daily. The term Viral Maven has been coined to refer to an individual who receives
and sends pass-along e-mail frequently, as opposed to Infrequent Senders. One Viral
Maven, for example, forwarded an e-mail about the band Nsync to 500 of her friends
because it contained video messages from band members that were not available any-
where else.? Table 15.9 presents the motives for sending pass-along e-mail. Note how four
of the six top-rated reasons deal with enjoyment and/or entertainment, and the other two
concern social motivations. Recently, Nescafé Café con Leche (Nestle Argentina) recruited
50 of the drink’s target consumers who were “big” e-mail forwarders and asked them to
forward a spot for the product to at least 15 people each. In the month after the product’s
introduction, the spot and link were forwarded 100,000 times, and 15 to 20 percent of
visitors to the site answered a four-question survey. |

To learn more about viral and buzz marketing check out the Web site of the Viral
and Buzz Marketing Association, a group of marketing practitioners who desire to
advance the art and science of word-of-mouth and to benefit and protect interests of
consumers (www.vbma.net).

Weblogs as word-of-mouth

One of the newest mediums for disseminating word-of-mouth is the blog (short for
Weblog), with over five million of these Web journals appearing on the Internet over the
past few years. Recently, Fortune Magazine named the blog the number one tech trend,
and estimated that 23,000 new Weblogs are created daily—both by consumers and by
companies. Consider the power and impact of blogs on a company’s products.
Specifically, when a person posted information on a group discussion site that U-shaped
Kryptonite bicycle locks could be picked with a Bic ballpoint pen, within a few days a
number of blogs had videos demonstrating how this could be done. Four days after the
original posting, Kryptonite issued a statement promising that their new line of bicycle
locks would be tougher. But bloggers kept up the pressure, and shortly thereafter The
New York Times and The Associated Press published articles about the problem. Over a
ten-day period (see Figure 15.5) about 1.8 million people read postings about
Kryptonite, and the company announced that it would offer free exchange for any
affected lock. And anyone can create a blog. For example, you can just go to Google’s
Blogger.com or Spaces.MSN.com and create an account. If you're interested if anyone is
reading your blog, you can register with a service like Feedburner to see how many hits
you're getting.’!
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TABLE 15.9 Motives for Sending Pass-Along E-mail

‘ o dmion’ ofﬁ:i.n,novations

part of this chapter examines a major issue in marketing and consumer
behavior —the acceptance of new products and services. The framework for exploring
consumer acceptance of new products is drawn from the area of research known as the
diffusion of innovations. Consumer researchers who specialize in the diffusion of inno-
vations are primarily interested in understanding two closely related processes: the dif-
fusion process and the adoption process. In the broadest sense, diffusion is a macro
process con¢cerned with the spread of a new product (an innovation) from its source to
the consuming public. In contrast, adoption is a micro process that focuses on the stages
through which an individual consumer passes when deciding to accept or reject a new

The second
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Kryptonite’s
Blogstorm How Ten

Days of Internet
Chatter Crippled a
Company’s
Reputation

Source: David Kirkpatrick and
Daniel Roth, “Why There's No
Escaping the BLOG,”" Fortune,
January 10, 2005, 48.
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product. In addition to an examination of these two interrelated processes, we present a
profile of consumer innovators, those who are the first to purchase a new product. The
ability of marketers to identify and reach this important group of consutners plays a
major role in the success or failure of new-product introductions.

And why are new-product introductions so important? Consider Genbral Motors’
OnStar system, which is in widespread use today. When it was first introduced, it was a
dealer-installed option that required consumers to obtain their own cellular accounts.
When dealers informed GM that this procedure was overly cumbersome aj
ing sales, General Motors made a deal with a cellular telephone company, whi
OnStar to be packaged as a factory-installed fully functioning communicaions device.

GM was also told by consumers that they did not need the detailed diagnostic engine
reports that the system was providing—they only needed to know the difference
between a problem that required immediate emergency attention and one that could
wait for a routine service appointment.32 These changes to the original GM version of
OnStar undoubtedly increased its popularity with GM vehicle purchasers.

The diffusion process is concerned with how innovations spread, that is, how they are
assimilated within a market. More precisely, diffusion is the process by which the accep-
tance of an innovation (a new product, new service, new idea, or new practice) is spread
by communication (mass media, salespeople, or informal conversations) to members of a
social system (a target market) over a period of time. This definition includes the four
basic elements of the diffusion process: (1) the innovation, (2) the channels of communi-
cation, (3) the social system, and (4) time.

The innovation !

No universally accepted definition of the terms product innovation or new product
exists. Instead, various approaches have been taken to define a new product or a new ser-
vice; these can be classified as firm-, product-, market-, and consumer-oriented definitions
of innovations.



