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Adaptation vs. standardization in international marketing — the
country-of-origin effect
Abstract

The literature on international marketing presents a confrontation between two mainstream schools of thought regard-
ing international marketing. The one supports the standardization approach and argues that multinational companies’
behavior should be uniform to minimize total costs and promote a global corporate image. The other argues for the
need for adaptation to fit the unique dimensions of each local market. This research investigates companies’ practical
level of adaptation and standardization in international markets. It identifies the two approaches as coexisting and sub-
sequently distils the findings of an extended literature review to determine the degree and nature of the country-of-
origin effect in the process. The conclusions are that the effect has a universal and diachronic existence, though its
manifestation into actual consumer attitudes and preferences varies considerably. The dissimilarity of consumer behav-
ior both between and within individual markets is a result of specific combinations of collective and personal parame-
ters. The findings are extrapolated and ultimately integrated in the Internationalization Factors Model to provide a more

comprehensive understanding of the internationalization process.

Keywords: international marketing, country of origin, adaptation, standardization, adaptstand, consumer behavior.

Introduction

Multinational companies (companies that compete in
more than one country), in their aim to develop their
business practices, increase profitability and overcome
any problems related with the saturation of existing
markers, expand their operations to overseas markets.

Within the field and literature of international market-
ing, when a company decides to begin marketing
products abroad, a fundamental strategic decision is
whether to use a standardized marketing mix (product,
price, place, promotion, people, physical evidence,
process management) and a single marketing strategy
in all countries or whether to adjust the marketing mix
and strategies to fit the unique dimensions of each
local market. Some people see markets as becoming
more similar and increasingly more global and believe
that the key for survival is companies’ ability to stan-
dardize. Others point out the difficulties in using a
standardized approach, and therefore support tailoring
and market adaptation. However, literature quoting
practical evidence suggests that companies make con-
tingency choices, which relate to key determinants in
each circumstance.

This research aims to investigate the practical com-
plex relationship of the two extreme approaches (ad-
aptation and standardization) and suggest methods
and ways in determining the right level of integration.
This will increase the understanding and knowledge
of the integrated approach and develop models to
guide multinational companies compete effectively
and efficiently within the international marketing
arena. Subsequently, the research will distil the find-
ings of an extended literature review to determine the
degree and nature of the country-of-origin effect in
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the process. The conclusions are that the effect has a
universal and diachronic existence, though its mani-
festation into actual consumer attitudes and prefer-
ences varies considerably. The dissimilarity of con-
sumer behavior both between and within individual
markets is a result of specific combinations of col-
lective and personal parameters. The findings are
extrapolated and ultimately integrated in the Interna-
tionalization Factors Model to provide a more com-
prehensive understanding of the internationalization
process.

1. Background literature and statement of the
problem

As we look around us, all we seem to see in the wider
marketing environment, is the confusion of change and
the acceleration of uncertainty; a feeling currently
intensified by the new millennium with all its promises
— and threats — of epochal change. This confusion,
change, and complexity are even greater within the
international world-wide marketing environment.

The debate over the amount or extent of standardisa-
tion or adaptation is of long duration. Vrontis and
Vignali (1999) comment that the debate on this came
under discussion as early as 1961, with Elinder
(1961) considering the idea with regard to world wide
advertising. The early sixties first coined the term
‘global village’ that was further discussed by Roostal
(1963) and Fatt (1964). Buzzell (1968) widened the
debate by stating that it would encompass not just
advertising, but the whole of the marketing mix.

Buzzel (1968) argues that in the past, dissimilarities
among nations have led a multinational company to
view and design its marketing planning in each coun-
try strictly as a local problem. However, the situation
has changed, and the experiences of a growing num-
ber of multinational companies suggest that there are
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real potential gains to consider when contemplating
to standardize the marketing mix elements.

Supporters of standardization believe that consumers’
needs, wants and requirements do not vary across
various markets and countries. They believe that the
world is becoming increasingly more similar in both
environmental and customer requirements, and no
matter where they are consumers have the same
demands. As they argue, standardization of the mar-
keting mix elements and the creation of a single strat-
egy for the entire global market promise lower costs as
well as consistency with customers.

Levitt (1983) argues that well-managed companies
have moved from emphasis on customizing items to
offering globally standardized products that are
advanced, functional, reliable and low priced. He
also argues that multinational companies that con-
centrated on idiosyncratic consumer preferences
have become ‘‘befuddled and unable to take in the
forest because of the trees’’. Only global companies
will achieve long-term success by concentrating on
what everyone wants rather than worrying about the
details of what everyone thinks they might like.
According to Levitt (1983) the globalization of
markets is at hand. The global corporation operates
with resolute constancy — at low relative cost — as if
the entire world was a single entity; it sells the same
things in the same way everywhere. With that, the
international adaptation corporation which adjusts
its products and practices in every market around
the world — at high relative costs nears its end.

However, the above is opposed by supporters of
the international adaptation approach, who react
directly to the sweeping and somewhat polemic
character of their argumentation. The contrary case
argues that globalization seems to be as much an
overstatement as it is an ideology and an analytical
concept (Ruigrok and van Tulder, 1995). Lipman
(1988) argues that the standardized marketing the-
ory itself is bankrupt. Not only are cultural and
other differences very much still in evidence, but
marketing a single product one way everywhere
can scare off customers, alienate employees, and
blind a company to its customers’ needs.

The fundamental basis of the adaptation school of
thought, is that the marketer is subject to a new set
of macroenvironmental factors, to different con-
straints such as language, climate, race, topography,
occupations, education, taste, and to quite frequent
conflicts resulting from different laws, cultures, and
societies (Czinkota and Ronkainen, 1998). It is evi-
dent that people in different countries speak differ-
ent languages; rules and regulations differ across
national borders; most countries drive on the right,
but some drive on the left. In addition there are

other factors such as climate, economic conditions,
race, topography, political stability, and occupa-
tions. The most important source of constraints by
far, and the most difficult to measure, are cultural
differences rooted in history, education, religion,
values and attitudes, manners and customs, aesthet-
ics as well as differences in taste, needs and wants,
economics and legal systems. Supporters of this
approach believe that multinational companies
should have to find out how they must adjust an
entire marketing strategy and, including how they
sell, distribute it, in order to fit new market de-
mands. Altering and adjusting the marketing mix
determinants and marketing strategy are essential
and vital to suit local tastes, meet special market
needs and consumers non-identical requirements
(Yip, 1989; Koudelova and Whitelock, 2001; La-
roche et al., 2001; Pae et al., 2001; Harris and At-
tour, 2003; Cho and Cheon, 2005).

Both schools of thought are sensible, logical and
coherent, highlighting the advantages and benefits
that a multinational company could gain by acquiring
such an approach. However, it is acknowledged and
appreciated that the extreme use of either approach is
impractical. The truth lies in neither of these two
polarized positions as both processes coexist.

It is argued that standardization and adaptation are
not an all-or nothing proposition but a matter of
degree. Heterogeneity among different countries
does not allow standardization in an absolute power.
On the other hand, the huge costs involved in the
adaptation approach and the benefits of standardiza-
tion fail to allow adaptation to be used extensively,
as theoretically suggested. The question at hand is
straightforward. When companies’ approach can fall
anywhere on a spectrum, why the extreme views?
(Quelch and Hoff, 1986; Kashani, 1989; Szymanski
et al., 1993; Jeannet and Hennessey, 2001; Keegan,
2002; Ritzer, 2004; Zhang and Yoon, 2005; Kanso
and Kitchen, 2004; Vrontis, 2005).

Prahalad and Yves Doz (1986), Vrontis (2003),
Samiee et al. (2003) and Kanso and Nelson (2002)
highlight the importance and necessity of both adap-
tation and standardization and support the argumen-
tation that both concepts should be used simultane-
ously. However, it is acknowledged that theory that
seeks to integrate both concepts is limited, offering
a further impetus to the existence of the problem
and the necessity of developing new theory to cap-
ture an integrated/middle approach.

2. Scope of the research

It is apparent that the debate on whether multinational
companies should adapt or standardize international
marketing behaviour is contradicting. For a multina-
tional company to be successful it should incorporate



ingredients of both approaches. Multinational com-
panies in their effort to be effective and enjoy as
much as they can the benefits of both concepts, try,
on the one hand, to standardize various marketing
mix elements and marketing strategies but on the
other hand, to enforce adaptation in order to maintain
marketing orientation. Success is not dependent upon
adaptation or standardization, but it depends upon
merging the two and finding the right level of stan-
dardization and adaptation across the marketing mix
elements and marketing strategies for each country.

This research hypothesizes that in practice multina-
tional companies are not mutually exclusively
adopting international adaptation or global stan-
dardization across their marketing mix elements, but
seeking to identify the right level of integration that
will allow them to achieve both customer satisfac-
tion and organizational profitability. It investigates
the complex relationship of adaptation and stan-
dardization and suggests methods and ways in de-
termining the right level of integration. This will
increase the understanding and knowledge of the
integrated approach and develop new theory to aid
marketing practitioners compete effectively and
efficiently within the highly competitive interna-
tional market place.

Specifically, the research objectives are:

1. To examine the hypothesis on that “multina-
tional companies are not mutually exclusively
adopting international adaptation or global stan-
dardization across their marketing mix ele-
ments”.

2. To identify the reasons that force marketing
practitioners to adapt international marketing
tactics.

3. To identify the reasons that force marketing
practitioners to standardize international market-
ing tactics.

4. To identify the factors underlying objectives 2
and 3.

5. To develop a new approach to aid multinational
companies to decide on the degree of standardi-
zation and adaptation and locate this within the
current literature in global and international
marketing management.

6. To investigate the country-of-origin effect
through an extensive literature review and in-
corporate the findings into a comprehensive in-
ternationalization model.

This research sets out to help multinational compa-
nies and their marketing practitioners to identify and
assess the degree of standardization and adaptation
across their worldwide markets. The findings of this
research aim to help multinational companies to
decide on the level/degree of adaptation and stan-
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dardization on their marketing tactics in different
countries around the world, taking also into consid-
eration the country-of-origin effect. Identifying and
implementing the right internationalization approach
would be highly beneficial for multinational compa-
nies, as it would help them achieve both customer
satisfaction and organizational success.

3. Research methodology

The research methodology draws on the concepts of
the research wheel (Wallace, 1971) outlining the
deductive and inductive approaches.

The process of scientific discovery supposedly pro-
ceeds clockwise around the ‘wheel of science’. The
researcher begins with theory. Using deductive rea-
soning, the researcher derives a testable hypothesis
from the theory. Next the researcher decides on the
appropriate method for testing the hypothesis. Then
data are collected to test the hypothesis. Based on the
results of data analysis, it is decided whether there is
empirical support for the hypothesis. In the context of
this study, the research approach relies on both de-
ductive and inductive reasoning methods. Using the
deductive method, secondary data were collected by
an extensive review of the theory and literature in-
cluding journals, articles, newspapers, magazines,
books, on — and off — line databases. Primary re-
search, described in more detail below, was collected
by a questionnaire survey. Inductive reasoning is then
necessary to analyze the data and reach the research
results. The results aim to verify or reject the hypothe-
ses and lead to the development of a new modelling
approach and theorizing in international marketing.

A summary of the methodological approach is illus-
trated in Figure 1 below. This was arrived as a result
of developing Wallace (1971) model in combining
inductive and deductive strategies.

INDUCTIVE DEDUCTIVE

Theory

Developing a new Literature review

modelling approach
Generalizations Hypotheses
Results of data

Data analysis Post and administer survey

Data

Fig. 1. Combining inductive and deductive
strategies — research methodology

To generate all the relevant information required for
the research aims, a questionnaire survey was believed
to be the most appropriate method. This provided an
insight into the behavior of different multinational
companies, and allowed an in-depth comparison of
their responses, taking into account their organiza-
tional characteristics, offerings and target markets.
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It was decided to use a self-administered postal
questionnaire. Self-administered questionnaires are
completed by respondents. They have an advantage
over interviewer-administered questionnaires as
they allow respondents to give a considered rather
than an immediate answer. Further, they allow the
data to be analysed quantitatively, something that
could not be achieved by the use of unstructured
interviews and case studies.

As the field of this research study is international
marketing, it was decided that the sampling unit
should be comprised of UK multinational compa-
nies; that is companies that trade in more than one
overseas market. Questionnaires were therefore
posted to the biggest 500 UK multinational com-
panies across five industrial sectors. The indus-
trial sectors selected were manufacturing, ser-
vices, transportation & communication, construc-
tion and retail & wholesale. Sampling procedure
used falls at non-probability sampling and spe-
cifically = within the category of pur-
posive/judgement sample (Crouch and Housden,
1996).

The questionnaire encompassed both open and
close-ended questions. The closed questions pro-
vided a number of alternative answers from which
the respondent was instructed to choose, the open
questions allowed respondents to give answers in
their own way.

Dillman (1978) grouped the sorts of data that can be
collected through questionnaires into four distinct
types of variables. These variables are classified as
attitudes, beliefs, behavior and attributes. The ques-
tionnaire for this research study has focused on behav-
ior and attribute variables. Behavior variables record
how respondents behave in international markets and
the reasons associated with such behavior. It aimed to
search on multinational companies’ tactical level of
adaptation and standardization when crossing national
borders. Attribute variables contain data about the
respondents’ characteristics and they are best thought
of as something a respondent possesses, rather than
something a respondent does.

In constructing the questionnaire, the order and flow
of original research questions were carefully consid-
ered. These have been presented in a way to be logi-
cal and coherent to the respondent. The question-
naire was also pre-coded to allow the classification
of responses into analyzable and meaningful catego-
ries. In doing this, a numeric code was allocated to
each category of a variable. This coding process was
an essential step in preparing data for computer
analysis.
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Questionnaires were posted to marketing directors
and they were kept anonymous. However, a confi-
dential ID (identity) number allocated to different
companies was added at the back of every question-
naire as a means of identification.

The administration of the actual questionnaire was
very important. To encourage respondents to reply
and maximize response rate, this research has under-
taken three follow-ups.

Quantitative analysis and statistical tests were
primarily performed by the aid of S.P.S.S. (Statis-
tical Package for Social Sciences) and the com-
plementary practice of Excel. In specific, statisti-
cal tests included ANOVA (analysis of variances)
tests and chi-square (°) tests that were performed
in order to identify significant differences be-
tween factors in comparing them with reasons and
elements of the marketing mix. On the other hand,
in qualitative evidence the researcher used words
to describe situations, individuals, or circum-
stances surrounding a phenomenon. Qualitative
analysis deriving from open-ended questions es-
tablished the reasons why multinational compa-
nies behave the way they do.

Saunders et al. (1997) suggested that a response rate
of approximately 30% is considered reasonable for
self-administered postal questionnaires. This is
backed up by Nachmias and Nachmias (1996) who
state that a reasonable response rate for postal ques-
tionnaires is between 20-40%. The response rate for
this study was 24.8%. Out of these 500 companies,
the number of usable respondents was 124. This
indicates a response rate of 24.8%, which was suffi-
cient for statistical analysis to continue

4. Research results

Research results illustrated that UK multinational
companies use both adaptation and standardization
across their marketing mix elements. Table 1 deals
with the elements and sub-elements of the market-
ing mix and illustrates their level of importance in
relation to standardization and adaptation.

The statistical results illustrate that there is a vari-
able approach across international marketing behav-
ior (marketing mix elements) and that adaptation
and standardization are not mutually exclusive. This
contradicts the two extreme schools of thought,
illustrated in the literature, and apparently verifies
the hypothesis (objective 1) of this research.

In dealing with the second objective, it was neces-
sary to identify the reasons that force marketing
practitioners to adapt international marketing tactics.



Table 1. Tactical behavior (percentage and mean)

Question: Is your organization standardizing (using the same) or adapting
(using different) the following elements of the marketing mix in different
countries around the world?
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differences in customer perceptions. The remaining
four reasons researched were of less importance.

Table 2. Reasons for adapting and their level of

importance

Element researched -

j=2]

-(g“ '.:.< % - Ne Reasons in order of importance Percentage (%)

S - N S

g 2 % g - ] 1 Culture 93

g g é - g <3 < g 2 Market development 87
Product/service 3 Compeition 84
Quality 2.37 783 4 17.7 4 Laws 82
Brand name 242 718 89 194 S Economic differences 8
Image 254 71 8.1 209 6 Sociological considerations 74
Performance 265 67 13 218 7 Differences in customer perceptions 71
Size and colour varieties 2.89 54.1 113 21 8 Technological considerations 60
Packaging, styling 395 516 97 299 9 Political environment 53
Pre-sales service 378 452 121 412 10 Level of customer similarity 49
Aftersales  service,|  3.80 128 161 | 387 11| Markefing infrastructure 4
warranties 12 Differences in physical conditions 39
Product or service variety, 3.81 484 4 47.6 . T
design, features y In relation to objective 3, a number of reasons force
Delvery, installation 381 19 129 19 marketing practitioners to standardize marketing

tactics. Again, comparing the statements of inter-

Average mean 3.13 - - - . e . . .

, viewees it is apparent that multinational companies
Price . .

: are aware of the benefits associated with global
Discount allowances, 5.02 16.9 258 55.6 tandardizati C i h . b
payment period, credit standardization. Consequently, when crossing bor-
terms ders, UK multinational companies standardize a
Price levels, list price,| 548 12.8 129 742 number of marketing tactics. The underlying rea-
price changes sons for behaving as such are illustrated in Table 3.
Average mean 5.25 Table 3 outlines the factors researched and it pre-
Place/distribution 439 322 16.1 50 sents them in order of importance, as reported by
Promotion respondents. As shown, research analysis pointed
Advertising 452 282 16.9 505 out that the most important reasons for standardiz-
Direct marketing 453 1 26 46 ing are global uniformity and image, economies of
Personal selling 457 258 185 524 scale and synergetic and transferable experience.
Public relations 160 %67 177 533 Cor}[msltencgf :v1tl}(1 cor;surgerst,. easier I;I?nmqg and

ntrol an r ion ar impor-
Sales promotions 4,96 17 19.4 55.7 controt a stock cost reduction are ot 1ess po
tance.
Average mean 4.64 - - -
People 390 M2 19.4 395 Table 3. Reasons for standardizing and their level
Physical evidence 3.88 379 234 355 of importance
Process management 3.8 467 1.3 419 Ne Reasons in order of importance Percentage
: : o : (%)
It is evident that UK multinational companies — ,

. X . A K 1 Global uniformity and image 81
tailor their marketing tactics in overseas markets ; , , ,

R . 2 Economies of scale in production, R&D and promotion 75
for a number of different reasons. Marketing prac- 3 S p———— - ppe -

. . nergetic and transierable experience and efricienc
titioners who undertake this approach stated these Yner9 P Y

. . . 4 Consistency with the mobile consumer 52
reasons and their cross-comparison and quantita- . .
tive analysis has presented them in order of im- S Easler planning and control 48
portance, as reported by respondents. This is illus- 6 Stock costs reducion 43

trated in Table 2. The percentage in the right col-
umn of the table represents the level of impor-
tance associated with each reason.

It was identified that the most important reasons driv-
ing UK multinational companies towards interna-
tional tactical adaptation are culture, market devel-
opment, competition, laws, economic differences and

In relation to the fourth objective, it was necessary
to examine the factors affecting the level of integra-
tion and the degree of adaptation and standardiza-
tion. Therefore, this study identified nine factors
(and their influencing elements) that were found to
have a profound influence on international tactical
behavior and are described as critical in identifying
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the level of tactical integration in relation to interna-

tional adaptation and standardization. These are the

following:

1. Type of product (good or service) sold.

2. Type of customers (that the product is sold to).

3. Industrial sector (that the company is trad-
ing/competing in).

4. Entry methods (used in different countries).

5. Parent company’s relationship with foreign

It is therefore evident that even though international
adaptation and global standardization of marketing
tactics do take place, and can bring benefits, the
decision on tactical behavior is not a dichotomous
one between complete standardization and customi-
zation. The choice concerning these two polarized
positions is a matter of degree.

Figures 1 (see Appendix) and 2 summarize findings
of this research in a visual and comprehensive way.

subsidiaries. . L
6. Company’s total amount of world-wide turn- They illustrate the reasons why UK multinational
’ over. companies adapt (Figure 1, see Appendix) and stan-
7. Total number of continents (that the company dardize (Figure 2) their marketing mix elements in
trades in). international markets. They outline the underlying

8. Amount of delegated authority (given by parent
company to subsidiaries).
9. Company’s worldwide number of employees.

reasons that enforce international adaptation or/and
global standardization over the multinational com-
panies’ tactical approach.

Standardization
Product: Price: Place: Promotion: People, Process,
) ) Physical:
Production Better control. Transfer of Economies of

economies of
scale.
Economies in
research and
development.
Stock cost
reduction.
Consumer
mobility.
Create world-

Price uniform-
ity and cosumer
mobility.

experience and
efficiency.
Economies of
scale.

scale.

Consumer mobil-
ity and consis-
tency with cus-
tomers.

Create world-
wide uniformity
Synergetic efects.
Psychological
meaning.

¢ Achieve consis-

tency with cus-
tomers.

Offer universal
appeal message
and image.
Achieve a
strong corpo-
rate identity.
Allow better

wide uniform-
ity.

¢ Psychological
meaning.

¢ Consistency
with customers.

¢ Improved
planning and
control.

¢ Synergetic
effects.

identification
by the cutomer.

Fig. 2. Why do UK multinational companies standardize?

5. The country-of-origin effect

5.1. Background literature review. The rising
importance of the global market over the past 40
years has brought on an increase of interest into
the causes of competitive advantage of one prod-
uct over another. Among the many factors be-
lieved to have an impact on international competi-
tiveness, that of the country-of-origin is of con-
siderable relative weight and great interest (Al
Sulaiti and Baker, 1998).
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Morello (1984) describes the emergence of the coun-
try-of-production image: ‘Before 1918 nobody knew
where the products came from. That year Germany
lost in the First World War. In order to punish the
German industry and at the same time warn European
consumers, German producers were required to label
their every exported product with a ‘Made in Ger-
many’ mark. Soon it became a sign of quality.” As
early as 1962 researchers stated that “made-in”, as a
fifth element of the marketing mix, can have a



tremendous influence on the acceptance and success
of a product over and above the specific advertising
and marketing techniques used’ (Dichter, 1962). Fol-
lowing the intense business internationalization and
globalization, products’ country-of-origin image has
become one of the key factors in creating and main-
taining competitive advantage. This is even truer for
products and services with which consumers are less
familiar (Da Silva, 1999).

Despite consumers’ frequent and numerous remarks
that a product’s country-of-origin is not important
(Papadopoulos and Heslop, 1993; Hugstad and
Durr, 1986) they will readily use country-of-origin
as an important factor in quality evaluation. This is
markedly so with such products as cars, household
appliances, computer technology, apparel, cosmetics
and similar. Therefore, it is not surprising that a
number of studies undertaken in the past thirty years
corroborates the hypothesis that country-of-origin
image influences a purchase decision, since it is a
concept which reflects and describes basic consum-
ers’ perceptions of the quality of a product coming
from a certain country and people from that respec-
tive country. The most frequently used definition of
the country-of-origin image is that which defines it
as ‘the picture, the reputation, the stercotype that
businessmen and consumers attach to products from
a certain country’ (Johansson, 2000).

Products from positive image countries are per-
ceived as being of higher quality compared to those
from negative image countries and which are there-
fore usually underrated. Negative country image sets
a barrier to entering and positioning in the interna-
tional market, while a positive one facilitates busi-
ness internationalization. Products’ image, is created
by way of product’s cues or information about
products, country-of-origin being one of them. Cues
can be divided into intrinsic and extrinsic. Intrinsic
cues are those product attributes that are intrinsic to
the product in the sense that they cannot be changed
or manipulated without changing the physical char-
acteristics of the product. Examples of intrinsic cues
are design, taste, sound, fit, and shape. Extrinsic
cues comprise attributes which are not physical (Ol-
son and Jacoby, 1983). Some examples of extrinsic
cues are brand name, packaging concept, store im-
age, price. Country-of-origin may be classified as an
extrinsic cue since the ‘made in’ label can be re-
moved from a product without altering its physical
characteristics (Eroglu and Machleit, 1988).

The image of countries, in their role as origins of
products, is one of the extrinsic cues that may be-
come part of a product’s total image (Papadopoulos
and Heslop, 1993). The two most frequently cited
models used to explain the influence of country-of-
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origin image on product’s quality evaluation are the
“Halo Model” (Johansson et al., 1985) and “The
Summary Construct Model” (Min Han, 1990). The
Halo hypothesis suggests that consumers rely on
country-of-origin image only when unfamiliar with
products. Johansson et al. provided proof for it when
they conducted a multidimensional research into car
properties (price, safety, horse-power, country-of-
origin, etc.) from the USA, Japan and Germany.
Their results showed that in this particular case there
occurred no country-of-origin effects. It corrobo-
rated the thesis that the effects of country-of-origin
image may be used only as a surrogate when re-
spondents lack sufficient knowledge of products. On
the other hand, consumers familiar with a specific
product class will rely less on the ‘made in’ label.
Furthermore, favorable or unfavorable experience
with products or brands from a particular country
may distort evaluations of other products or brands
from the same country (Johansson et al., 1985).

Min Han advocates the Summary Construct Model.
This comprises a file of information about various
brands from one country that consumers develop over
time. Such a file, stored in the consumer’s memory in
the form of an overall evaluation of products from a
certain country, is used every time when a certain
country’s brand is being evaluated. Min Han asserts
that when consumers are not familiar with a country’s
product, they infer product information from country
image and beliefs that stem from experience and
learning (Min Han, 1990). Placing this in the context
of apparel, a hypothesis may be formed that when
consumers are not familiar with apparel from a par-
ticular country, their perception of the product will be
influenced by the total of beliefs regarding that coun-
try and/or that country’s products.

In the first recorded research ever into country-of-
origin image, Schooler (1965) proved that there was
an influence of country-of-origin image on consum-
ers’ perception of product quality (Schooler, 1965).
Schooler and Sunoo (1969) tried to examine con-
sumers’ perception of Asian, African, Latin Ameri-
can and European products. 320 American students
expressed their views of apparel from different con-
tinents. The conclusion of the study was that there
was no bias against products bearing a regional ori-
gin label. In 1971 Schooler undertook a research
into consumers’ perception of products coming from
different countries and regions (the USA, West
Germany, Czechoslovakia, Chile, India, Nigeria,
North America, Asia, Latin America). Results ob-
tained from a sample of 866 adult Americans
showed that consumers valued products of Germany
more than those from Asia and India, while products
of the USA were rated better than those of Western
Europe. Schooler concluded further attitudes and
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used this study to support the hypothesis of the in-
fluence of country-of-origin image on consumers’
perception of product quality and to deduce some
evidence of socio-demographic differences among
consumers regarding the importance of country-of-
origin image (Schooler, 1971).

Gaedeke tried to examine the opinion of US con-
sumers towards imported products from different
developing countries and the USA. Results obtained
from a research on 200 respondents (students)
showed that American products were rated the high-
est, while products from developing countries were
rated lower. The research lent support to stereotypes
about consumers perceiving products of developing
countries to be of lower quality (Gaedeke, 1973).

Dornoff et al. (1974) tried to examine consumers’
perceptions of imported products and the influence of
socio-economic characteristics on consumers’ per-
ceptions. The research was done on 400 American
respondents and on various types of products. The
study showed that American consumers were neutral
towards French fashion merchandize, that no differ-
ences existed among the males’ and females’ opin-
ions and that more educated consumers are more in
favor of imported products (Dornoff et al., 1974).

Darling and Kraft researched the impact of the
‘made in’ label on Finnish consumers. The research
on 303 Finnish respondents showed that there ex-
isted a striking ethnocentrism with Finnish consum-
ers in all categories of products (Darling and Kraft,
1977). Baumgartner and Jolibert tried to measure
French consumers’ perception of their own coun-
try’s products’ quality and those imported from
different countries: the USA, Germany and Great
Britain. A sample of 108 French respondents
showed that French consumers had a very strong
preference for ‘made in France’ products
(Baumgartner and Jolibert, 1977).

Niffenegger at al. (1980) investigated the product
images of American, French and British products
among British retail managers. A sample of 92 pro-
fessional British retail managers was used to meas-
ure their vision of products in terms of price, value,
advertising, reputation, design, style and consumer
profile. The study indicated considerable differentia-
tion in the perception of quality, technical advance-
ment and price, and further indicated demographic
trends of perception. Furthermore, their study (Niff-
enegger et al., 1980) showed there existed ethnocen-
trism among British consumers and a bias towards
their domestic products.

Kaynak and Cavusgil (1983) examined Canadian
consumers’ opinion of products from 25 different
countries. The study on a sample of 197 Canadian
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consumers showed that country-of-origin image
might function as a surrogate when there is a lack of
information about products, including apparel. The
research showed that the less is known about the
brand and product the greater impact origin-of-
product has on a consumer’s decision to buy. Hug-
stad and Durr (1986) investigated the importance of
country of manufacture to American consumers
through a sample of 341 American consumers. The
study showed that they were most apprehensive
towards products from China, Korea and Taiwan,
that is to say, they considered them to be unreliable
in terms of product quality. On the other hand, they
perceived apparel of their own country to be of the
highest quality.

Heslop and Wall examined the differences between
males and females on the basis of country-of-origin
product image. A total of 635 respondents in Can-
ada were asked to evaluate the quality of products
from thirteen different countries. The results indi-
cated the ethnocentrism of Canadian consumers and
supported the stereotype regarding the quality of
Italian products and the risk involved with Eastern
Europe and the Far East products (Heslop and Wall,
1985). Al-Hammed (1988) investigated the Saudi
Arabian consumers and resellers’ attitudes towards
different types of products from different countries.
The results on a sample of 300 consumers and 193
Saudi resellers showed price to be the most impor-
tant attribute to be considered when buying all kinds
of products.

Ettenson et al. tried to examine the effect of coun-
try-of-origin image in relation to a ‘made in’ cam-
paign. The study was based on 55 students at the
University of Maryland where the respondents were
asked to assess the importance of the attributes of
style, cut, fabric quality, content, price and brand
when deciding to purchase apparel. All the products
were American and respondents were administered
the questionnaire before and after the introduction of
the ‘made in the USA’ campaign. The results of the
study demonstrated that contrary to previous find-
ings, the effect of country-of-origin was relatively
small both before and after the launching of that
campaign. From these findings it can be concluded
that price and quality may have a stronger effect on
consumer than country-of-origin information. Fur-
thermore, the authors suggested that clothing retail-
ers should be cautious in using patriotic themes in
promotion since their effectiveness need not neces-
sarily be positive (Ettenson et al., 1988).

Khachaturian and Morganosky investigated consum-
ers’ quality perceptions of apparel from different
countries. The results largely corroborated previous

researches’ findings in relation to consumer percep-



tions: clothing made in the USA and Italy was per-
ceived as having the highest quality, specialized
stores received the highest ratings, while the authors
concluded that associating a brand with less industri-
alized countries could potentially lower its quality
image (Khachaturian and Morganosky, 1990).

Patterson and Tai (1991) examined country-of-
origin impact on Australian consumers and their
results were largely in agreement with the majority
of studies presented above.

Wall et al. determined the effects of country-of-
origin when combined with brand name and price
on consumers’ evaluation of quality, risk, value and
likelihood of purchase. The authors examined 40
Canadian respondents’ opinions of apparel quality
from Canada, Hong Kong, Italy, South Korea, Tai-
wan and the USA. The results indicated that coun-
try-of-origin was related to the assessment of prod-
uct quality, but when it came to evaluating purchase
likelihood, country-of-origin seemed not to be im-
portant (Wall et al., 1991).

Liefeld et al. studied the effect on two different
products taking into account both intrinsic and ex-
trinsic cues. A sample of 326 Canadian respondents
was chosen to measure the importance of extrinsic
(country-of-origin, price, brand name) and intrinsic
cues (appearance, content, design). The results re-
vealed that extrinsic cues varied in importance de-
pending on the products (Liefeld et al., 1993).

Smith tried to examine American consumers’ per-
ceptions towards manufactured goods that were
labelled regionally. On a sample of 224 American
students the author determined consumers’ percep-
tions towards products made in Africa, Latin Amer-
ica, Asia and Western Europe. The results of the
study showed that Asian products were rated better
than others, while African and Latin American were
rated better than those from Western Europe. This
study’s findings substantially differed from the ones
in almost all previous researches (Smith, 1993).

Lin and Sternquist (1994) investigated the effects of
information cues, country-of-origin and store pres-
tige on Taiwanese consumers’ perception of quality
and price. The sample consisted of 265 Taiwanese
consumers and it was shown that the country-of-
origin was the only cue that influenced the Taiwan-
ese consumers’ perception of sweater quality,
though the country-of-origin did not influence the
Taiwanese consumers’ perception of price.

Beaudoin et al. (1998) conducted research to de-
termine if young trend setters and fashion follow-
ers differed in their attitudes depending on prod-
ucts being imported or domestic (the USA). They
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showed that trend setters were more in favor of
imported products.

Goudge and Ivanov (1999) conducted a study in
FYROM to examine the effects of country-of-origin
image, brand name and price on consumers’ behav-
ior. In this study the authors showed that the
strength of a powerful global brand name is insuffi-
ciently strong to reduce the negative impact of coun-
try-of-origin image of a developing country.

Kaynak et al. (2000) examined Bangladeshi consum-
ers’ perceptions of the quality of products imported
from nine countries and Bangladesh. The study was
conducted on a sample of 196 respondents from the
capital of Bangladesh and showed that country-of-
origin image has a significant impact on Bangladeshi
consumers’ perception of product quality.

Archarya and Elliot (2001) examined the effects of
country of production, country of design, price and
brand name on consumers’ quality perception and
purchase intention. A complex multifactor analysis
examined 248 Australian respondents’ opinions of
these elements in relation to a number of products
from different countries. Once more, the study re-
sults showed that country-of-origin also plays a
decisive part in consumers’ perception of product
quality, as well as their decision to purchase.

5.2. Conclusion — the principal elements that form
the country-of-origin effect. The above literature
review provides overall a set of ten major elements
that affect the degree to which the country-of-origin
effect influences consumers’ perceptions of quality
etc. These are:

¢ experience;

¢ knowledge;

¢ stereotypes;

¢ cthnocentrism;

¢ political and/or cultural relationship between
country-of-origin and country-of-purchase;

¢ general country-of-origin image;

¢ specific-to-product-in-question country-of-origin
image;

¢ brand image;

¢ country-of-purchase political, social and economic
factors;

¢ target segment specifics.

Irrespective, though, of the degree to which these
perceptions adhere to reality, perceptions are ulti-
mately the consumers’ subjective realities. There-
fore they are principal factors in the consumer pur-
chase and pre-purchase-evaluation-of-alternatives
stages of the decision making process, and should
play a critical role in the design of international
companies’ marketing strategy and approach.
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6. The internationalization factors model -
incorporating the country-of-origin effect

In summary, this research examined a number of
reasons that ‘pull’ tactical behavior (marketing mix
elements — 7P’s) towards adaptation and standardi-
zation. Research results identified that these hold a
different level of importance for UK multinational
companies based on a number factors related to the
organizational and operational characteristics of
every individual company. Reasons are seen as
those behavioral aspects pulling multinational com-
panies tactical behavior towards the one or the other
side of the continuum, while factors are those de-
terminants affecting the behavior and the impor-
tance of the reasons pulling it.

At the same time the findings regarding the “coun-
try-of-origin effect” show that it has a universal and
diachronic existence, though its manifestation into
actual consumer attitudes and preferences varies
considerably. The dissimilarity of consumer behav-
ior both between and within individual markets is a
result of specific combinations of collective and
personal parameters. The review of existing research
on this phenomenon has surfaced ten specific ele-
ments that affect consumers’ perception of quality
and consequently their purchase intention.

Therefore, this research has identified three distinct
groups of forces/elements that substantially affect the
internationalization processes of companies: the Adap-
tation set, the Standardization set and the Country-of-
origin set. These are combined and comprehensively
presented in Figure 2 (see Appendix), along with the
relationship between reasons and factors, and their
effect on tactical marketing behavior.

Conclusions and implications

The recurrent theme in international marketing in
whether companies should aim for a standardized or
country-tailored marketing approach is very much
debated in the academic literature and is a concern
for every multinational company and marketing
practitioner. On one hand it has been argued that the
global market has become homogenized that multi-
national companies can market their products and
services the same all over the world by using identi-
cal strategies with resultant lower costs and higher
margins. On the other hand, some observers empha-
size the obvious dissimilarities between the markets
of various countries, especially those for consumer
goods and argue in favor of using international dif-
ferentiated marketing programs.

This research developed the Internationalization
Factors Model that serves as a mechanism to aid
marketers to decide on the level of integration. Mul-
tinational companies should not treat the world as
one single market. They should undertake market
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research and determine their customers, their needs
and wants. They should get to know their customers
and understand their problems. Equally, they need
to identify their unique external environmental con-
straints and benefits of standardization. Each ele-
ment and sub-element of the marketing mix and
market have to be studied on their own merits and
shortcomings. Applying generally preconceived
ideas for or against standardization and adaptation is
not very helpful, as in practice the level of integra-
tion necessary has to be applied in ways that take
account of given circumstances.

It is anticipated that the findings of this research carry
implications not only for the literature but also for
international marketing practitioners. As this research
was based upon the practical experience and behavior
of UK multinational companies, marketing practitio-
ners can use its results as a means of comparing their
current behavior with that of other similar companies.
This observation will enable them to take corrective
action and lead to the further development of the ap-
proach that they currently use.

It is advised that marketing practitioners undertake
first an internal and external environmental analysis
to identify a company’s organizational position and
industrial obstacles in a single market. The benefits
deriving from globalization should also be consid-
ered. The outcome of this research provides market-
ing directors and managers with an overview of
what influences marketing behavior in international
markets. On the basis of the research, marketing
practitioners will be better able to identify the im-
portance of the reasons, factors and elements of the
marketing mix and any difference between them
relevant to their situation. An understanding and
consideration of the above could benefit and aid UK
multinational companies in formulating interna-
tional marketing planning and implementing mar-
keting strategy and tactics.

The identification and implementation of the right
degree of integration are essential as it increases the
chance for multinational companies to remain com-
petitive and marketing orientated within their industrial
structure and international marketing arena. A detailed
in-depth consideration of the Internationalization Fac-
tors Model could increase organizational cost effec-
tiveness without undermining consumer requirements
and other micro and macro-environmental constraints
micro-evident in the situation analysis. Furthermore,
the comprehensive approach that includes the country-
of-origin effect, allows a more realistic incorporation
of the vital marketing element of consumer perception.
The model arms international companies not only with
a mechanism for theoretical comprehensions but also
with an adaptable practical tool for planning and im-
plementation of international marketing strategies.
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Appendix
Adaptation
Product: Price: Place: Promotion: People, Process,
Physical:
¢ Meet differences Meet develoment Meet different Meet differences
at the stage of de- stage diffeences. development at the stage of de- ¢ Motivate and
velopment. Meet exchange stage and con- velopment. empower employ-
¢ Meet consumer rate fluctutions. sumer buying Meet differences ees.
differences in Market demand behaviour paterns. in the physical Allow flexibility
taste, needs and rate. Meet differences environment. in meeting con-
wants. Meet competi- in the physical Meet Igal/political sumer non-
¢ Meet sociocul- tion and com- environment. restrictions. identical needs
tural diffeences. petitive pratices. Number and size Meet socio- and requirements.
¢ Meet differences Meet diffeences of intermediaries cultural costraints. Meet local com-
in lifestyle. in the product involved. Meet differences petition and
¢ Meet differences life cycle. Meet market size in technology. competitive
in consumer per- Meet legal requirements. Meet differences practices.
ceptions. /political Specialization in life cycle.
¢ Meet differences restrictions. among channels Meet differences
in beliefs and of distribution. in consumer

consumer prac-
tices.

Meet differences
in the PLC.

Differences in
distribution struc-

tures and patterns.

Meet legal/

perceptions.
Meet differences
in the PLC.

Meet competition

¢ Meet differences political, and and competitive
in the physical technological practices.
environment. restrictions. Differing cosumer

Meet differences
in technology.

Differences in

logistics decsions.

buying patterns.
Meet dissimilarity

¢ Meet local com- Meet differences of buying motives.
petition and com- in the product life Meet lack of
petitive practices. cycle. identical

¢ Meet local Meet competition availability of
packaging and competitive media.
requirement practices. Meet different
issues. consumer media

¢ Meet different usage patterns.

legal/political re-
quirements and
restrictions.
Psychological
meaning and the
effect on the con-
sumer.

Meet consumer
purchase and use
motivational fac-
tors.

Meet standards
required.

Meet consumer’s
differences in
taste.

Fig. 1. Why do UK multinational companies adapt?
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International mar-
keting

Tactical behaviour

Product, Price, Place,
Promotion, People,
Physical evidence,

Process management

Reasons Pulling Towards Adaptation Reasons pulling towards standardization

1. Culture 2. Market development 3. Competition

1. Global uniformity and image

4. Laws 5. Economic differences 6. Customer 2. Economies of scale

perception Differences 7. Political environment 3. Synergetic and transferable experience
8. Level of customer similarity 9. Marketing 4. Consistency with the mobile consumer
infrastructure  10. Differences in physical 5. Easier planning and control
conditions 11. Technology 12. Sociological 6. Stock costs reduction

factors

@__________@_,

Factors affecting the importance of reasons and elements

|

I 1. Industrial sector 2. Business to business, business to consumer I
3. Product/Service category 4. Places and continents competing

I 5. Entry methods/strategies 6. Delegated authority by parent com- I

I pany to foreign subsidiaries 7. Relationship of parent company with
different foreign subsidiaries 8. World-wide turnover 9. World-wide I

I number of employees I

o o

Country-of-origin effect elements

1. Experience 2. Knowledge 3. Stereotypes 4. Ethnocentrism 5. Political and/or
cultural relationship between country-of-origin and country-of-purchase 6. General
country-of-origin image 7. Specific-to-product-in-question country-of-origin image
8. Brand image 9. Country-of-purchase political, social and economic factors
10. Target segment specifics

Fig. 2. The internationalization factors model
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