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Subject: 
How can multinational corporations successfully market fast moving consumer goods (FMCGs) to different European markets?

1. Introduction

1.1 Cause for the Research 

Today, many products are carrying product labels saying ‘Made in Europe’ instead of mentioning the actual country of production like the UK, France or Germany. On the other hand, consumers in European countries tend to be more interested in ‘local or regional products’. A multitude of studies have recently been conducted on the effect of product labeling and whether country of origin affects product evaluations. In several cases these studies reveal that the country of origin does indeed positively affect product evaluations by consumers for products in general,  for product classes and even for specific types of products.[footnoteRef:1] In today’s literature it is generally accepted that consumers attach more value to local products over products labeled with, for example a ‘Made in Europe’ label. How does this insight affect the marketing strategy of the producers? [1:  Warren J. Bilkey and Erik Nes, Country-of-Origin Effects on Product Evaluations,
Journal of International Business Studies , Vol. 13, No. 1 (Spring - Summer, 1982), page 90] 


Multinational corporations produce fast moving consumer goods (FMCGs) for the European market which they sell in many different countries. The question whether these firms use standardization or custom-tailor marketing programs in each country has been the main reason for strategy discussions for a long time. How much should these multinational corporations actually standardize their production and marketing in order to maximize sales and under which circumstances? [footnoteRef:2] [2:  Sorenson, R.Z., & Wiechmann, U.E., How multinationals view marketing standardization. Harvard Business Review, 53(3), 1975 page 38] 

 
The cause for this research is the trend of standardizing of the production and marketing in today’s marketing and sales strategies. Research has shown that  global standardization does take place but it is not necessarily an optimal approach in all markets nor necessarily to the same extent across all elements of the marketing mix. Recent literature supports that standardization is a matter of degree which can differ for the same product in different countries or markets.[footnoteRef:3] [3:  Saeed Samiee and Kendall Roth,  The Influence of Global Marketing Standardization on Performance
The Journal of Marketing , Vol. 56, No. 2 (Apr., 1992), page 14 ] 


It is often the case that an internal friction exists between the global brand strategy, as set by the head office of multinational corporations and the intended local brand strategy by the marketing department in the target country. More and more companies are shifting their efforts from relatively small local markets towards a view of one entire world market. Brand builders and marketers in general do not like the shift towards this global strategy and standardized strategy. Standardized strategies are usually accompanied by global brands, whose positioning, advertising strategy, personality, look, and feel are in most aspects the same in every market or country where they are sold. Many companies are lured to pursue a globalization strategy for their brands, but is globalization in marketing strategy the best way? Adapting these global strategies and advertising to the local level can often improve the brand equity and customer associations.[footnoteRef:4] Think global, act local, glocalization and global brand leadership are mentioned as the best goal multinational corporations should pursue. [4:  Aaker, David A and Joachimsthaler, E, The Lure of Global Branding, Harvard Business Review, November-december 1999, page 137-138,144] 


I want to get insight in which way commercial multinational corporations can successfully produce, market, and adjust fast moving consumer goods (FMCGs) to different European markets given the current trends in marketing of internationalization and globalization. Big multinational corporations have loads of options of segmenting the international market. I want to assess those options and in which way multinational corporations maximize sales for fast moving consumer goods (FMCGs) using several cases and examples.




1.2 The Purpose of the Research 

Lots of research has been done in this field of marketing but the topic is still very interesting and relevant both for scientific as for societal reasons. Dutch multinational Unilever reached a annual turnover in the year of 2010 of 44.3 billion euro and a profit of 6.3 billion euro.[footnoteRef:5] By doing this research about the best possible way and degree of standardization of fast moving consumer goods in the European Union multinational corporations such as Unilever can increase their knowledge about the best business practice and marketing strategy for these kind of products in the Business to Consumer environment and eventually increase their profits.  [5:  Unilever, Annual Report & Accounts 2010, Financial statements, page 72 ] 


Scientifically this research is of high relevance as well. Like mentioned earlier, lots of research has been done in the field of marketing about the subject of this thesis. It is my objective to do a structured literature review on the current literature available on the existence and application of the country of origin effect in the European Union and degree of standardization across Europe. By doing this I want to create a comprehensive overview of the existing literature covering this topic to date.

What is the most sales effective commercial claim the multinational companies can make, which degree of standardization suits best given the situation and nature of product and market, what are the best possibilities for product positioning for different product categories? What possible marketing strategies and options are suitable for multinational corporations to use and based on what kind of information are possible entry decisions and strategies of product positioning made? These are all scientific relevant topics I want to cover in my thesis.




1.3 The Research Process, Structure, and Methodology
	
The research process begins with the formulation of the purpose of the thesis as I did in the last section. After a brief period of exploratory research, I formulated the research question as a problem statement. 

The method I used in the first chapters is, as stated,  primarily literature review. This is also called a theoretical study based on analysis. I have made use of recent existing scientific resources and articles relevant to my research. After the literature review I formulated six hypotheses and collected some data out of a questionnaire to test my hypotheses. The main focus of the questionnaire was to reach as many respondents as possible, in a way that covers the whole population of the Netherlands. Unfortunately, this was not realistic and as a consequence I mainly managed to reach students in the age between 18 and 25 years. I  finalized my thesis with the analysis of the collected data out of the questionnaire and combined these research results with the hypothesis and I formulated the conclusions, managerial implications, limitations and suggestions for future research.

 In my thesis I focused on the European market and consequently I primarily used information, literature and data about the European markets and countries. As a consequence I used the European multinational corporations (e.g. Unilever) as main references during my research. To be sure the scope of my thesis is not too narrow and for reasons of comparison I used information of other multinational corporations if necessary. 



1.4 Problem Statement and Research Questions

Problem statement:
How can commercial multinational corporations successfully produce, market, and adjust fast moving consumer goods (FMCGs) to different European markets given the current trends in marketing of internationalization?

Research Questions:
1) What are the possible entry strategies for multinational corporations to introduce a product on a new market given the current situation and trends in international marketing?
2) In which way multinational corporations can adjust their marketing to different countries? (Standardization versus custom-tailored marketing (localization))
3) Based on what kind of information should multinational corporations make their entry decision and strategy in the case on the European market for fast moving consumer goods and what role do cultural/national differences play?
4) Does a country of origin effect exist in the European market, and what is its effect on product marketing? (Collect data and carry out research)

Based on these research questions I formulated six hypotheses and made a questionnaire to collect my data. But first, I will continue with the discussion of the theoretical framework. Given these four research questions l searched for relevant literature to be able to present a solid basis for the theoretical framework. In the next chapters we will find the literature review, based on the mentioned problem statement and underling research questions. 



2. Theoretical Framework

2.1 Trends in International Marketing

In International marketing two large trends occur in history according to the literature and many academic sources. I will focus on the trends of Globalization and the dilemma for multinational corporations to standardize or localize their marketing mix for their practices. The first major trend recognized in the available economic literature is trend of globalization of international markets. In the literature there are three different stages of globalization described after World War Two. 
The second important trend and simultaneously a vital dilemma for multinational corporations is their strategy with respect to standardization versus localization of the marketing mix: price, product, promotion, channels of distribution given the uncontrollable foreign and domestic environment. The key question is to what extent a company should standardize and/or localize each of the marketing mix elements across the various world markets. In this chapter I will briefly give an overview of the current literature as an introduction to the forthcoming chapters.

2.1.1 Globalization 

‘Globalization is the increasing interdependence, integration and interaction among people, companies, and governments of different nations around the world. The increasing interdependence leads to converging commonalities across the globe.’
Theodore Levitt, Theory of Globalization (1983)

Globalization is not a new phenomenon and many scientists have described the process and history of globalization world-wide. History on globalization written by for example Thomas Friedman describes three different successive stages. Globalization 1.0, according to Friedman, describes the trade and expansion of markets between the Old World and the discovery of New World by Columbus from 1492 until the 1800s. The second stage, globalization 2.0, was powered by the Industrial Revolution. In this stage multinational corporations increasingly shifted towards global strategies. According to Friedman ‘the world continued to shrink’ from the point in time where the multinationals searched for new markets and labor all over the world and technical innovations lead to reductions in transport, communication, and production costs. In about the year of 2000 the last stage of globalization began: globalization 3.0. In this stage there is empowerment of the individual and individuals no longer have to live in Europe or America. This last stage of globalization according to Friedman will be driven by non-Western countries.[footnoteRef:6] [6:  Friedman, T.L., The world is flat: A brief history of the twenty-first century, 2005, page 9-11] 


	Three Stages of Globalization According to Thomas Friedman 

	Globalization 1.0
	1492-1800s
	Expansion of markets and trade between the Old World and the New World

	Globalization 2.0
	1800-2000
	Industrial Revolution and multinationals shifted towards global strategies: international trade and investment

	Globalization 3.0
	2000-Now 
	Empowerment of the individual, globalization will be driven by non-Western countries


Table 1 Three Stages of Globalization According to Thomas Friedman (2005)

2008 Nobel Prize Winner Paul Krugman also argues that the current stage of globalization is “farther, faster, cheaper, and deeper,” thanks and due to the information and communication technologies (ICT). This process affects the economic development and prosperity, culture, political systems, environment and human physical well-being in societies around the world. 

Besides the three stages of globalization argued by Friedman, in 1983 economist Theodore Levitt stated that companies must learn to operate as if the world were one large market, ignoring superficial regional and national differences.[footnoteRef:7] The world’s needs and desires are homogenizing and this trend made the global multinational corporations absolute and the old-fashioned multinational corporations obsolete. The wider a company’s global reach, the greater the number of regional and national differences and cultures it will encounter. Preferences are constantly shaped and reshaped and nobody is safe from this global reach and the irresistible economies of scale accompanied with globalization of markets which leads to a significant decrease of costs and prices.[footnoteRef:8] [7:  Levitt, Theodore, The Globalization of Markets, Harvard Business Review, May-June 1983, page 92]  [8:  Levitt, Theodore, The Globalization of Markets, Harvard Business Review, May-June 1983, page 102] 


In latest modern economic literature also three stages of globalization are recognized. Thomas Friedman’s three waves of globalization cover a large time frame in history. The three stages referred to in modern literature cover the period from approximately the 1950s until now. The first stage of globalization was during the mid-1950s-60s. This was an era of United States supremacy and multinational strategies with large multinational corporations which operates in many countries all over the world and adjusts its products and practices in each country. Multinational companies tended to apply the American Model. This means that US companies supplied the world with products which are now known as ‘Originals’. The marketing mix adaptation was very focused on localization of the production.

The second stage of globalization took place during the 1970s and 80s. According to the literature, standardization and global strategies were the new standard. During this second stage of globalization the number of the multinational corporations was decreasing. The adjustment of products, marketing etc. to each country is relatively costly. The so called global corporations operated with determined constancy at relative low cost were rising in numbers. They viewed the world as one large market.  New technologies led to a new commercial reality and the emergence of global markets for standardized consumer products on a previously unimagined scale of magnitude. This led to new benefits in economies in scale in products, distribution, marketing and management and also relatively lower world prices: the globalization of markets was at hand during the 70s and 80s. The global corporation knows everything about the local markets, and realizes the need to be competitive both on a global as on a national scale. Global multinational corporations need to constantly drive down prices and need to standardize their practices: they constantly seek and work towards global convergence.[footnoteRef:9] The global corporations in this second stage offered everyone the same high-quality, more or less standardized products at optimally low prices and by doing so they expanded their markets increased their profits. Given the increased competition and homogenization of the customers' needs and preferences during this second stage among US, Japanese (low prices) and Europe companies (luxury products) superior quality-to-price ratios were preferred to maximize profits and market share. [9:  Levitt, Theodore, The Globalization of Markets, Harvard Business Review, May-June 1983, page 96] 


The third stage argued in the literature is the period between the 1990s and now and needs a recall of the conditions of the Levitt theory. Converging commonalities and greater efficiency leaded to lower prices and/or higher quality. However, cross-national differences remain like culture, religion, and climate remains. Standardized products are not always the best nor have the lowest price levels, it was time to rethink the global branding. Levitt declared in 1983 that a global market for standardized products and services had arise and multinationals just simply have to sell these standardized products to grow. Global branding was merely about cutting costs and proved to be very popular in the 80s when many American en Japanese multinational corporations tried to enter new foreign markets with their global brands and marketing programs. In the 90s the world economy continued to integrate but global branding began to slow down. Multinationals had to rethink their global branding strategies. They now strive to globalize their supporting activities like technology, production(lines), brand names and organization, but switched to customization strategies for product features, communications, distribution, and selling techniques. Local preferences and tastes of the consumers are leading in these local strategies.  Global brands are recognized as powerful institutions with great power and image. However this new trend of ‘glocal’ strategies occurred and still exists.[footnoteRef:10] Current multinational corporations tend to build strong global brand and market them with ‘glocal’ strategies. In short you can say that glocalization is defined as differentiated globalization. The multinationals standardize backstage activities but adapt other parts of the marketing mix to the local preferences (e.g. distribution, promotions and communications): Think global, but act local [10:  Holt D, Quelch J, Taylor E., How Global Brands Compete, Harvard Business Review, September 2004, page 69-70] 

	
	Striking examples of multinational corporations which use glocal marketing strategies are McDonalds and Ford. The precursor of McDonalds’ glocal strategy was initiated by a franchisee in a Roman Catholic area a town in the US in 1962. On Fridays Catholics are discouraged to eat meat, so to satisfy his customers and to save his franchise the franchisee start offering a fish filet sandwich with tartar sauce and lettuce. Customers were allowed to go to a McDonald’s restaurant on a Friday.[footnoteRef:11] McDonalds added the fish burger to its world wide assortment. Nowadays, almost every country have its own local burger (e.g. the McKroket in the Netherlands and the McArabia with grilled kofta). [11:  Coughlan A.T., et al, Marketing Channels, 2006, page 529] 


	Also Ford is making use of glocal strategies with the adaption of their product lines for the American and European market for example. The Ford Company sells large-sized muscular cars like the Ford Mustang in the Unites States but very different, small-sized cars to the European Market like the Ford Ka and Fiesta. Many multinational corporations today make use of glocal strategies in their marketing programs and, not without success. 
[image: ]
 (
Figure 1
 different brand names for fabric softener by Unilever
)	In the case of fast moving consumer goods Unilever did a great job with a fabric softener that used a standard positioning, advertising theme and symbol (a teddy bear) but different brand names and packaging for each country adjusting for local tastes like preferences in perfumes, pronunciation difficulties in some countries, and bottle sizes.

	Three  Stages of Globalization in Recent Literature

	Stage 1: 50s-60s
	US supremacy and multinational strategies
	Chevrolet, Buick, Kellogg’s

	Stage 2: 70s-80s	
	Standardization integration and global strategies: strong global brands
	Benetton, Swatch, Mercedes-Benz, Sony, Toyota

	Stage 3: 90s-Now
	Glocal strategies: differentiated globalization, think global, act local
	McDonald’s, Ford, Unilever


Table 2 Three Stages of Globalization 

2.1.2 Standardization versus Localization

During the 80s the global brand strategy was claimed to be the one and only option for multinational corporations to perform well in international marketing programs, but nowadays multinational corporations have to make a trade-off between standardization and localization. Just I like mentioned in the last chapter about globalization, there are several different stages in the view on standardization and localization of production and marketing activities. 

The first view can be characterized by the standardization perspective. Just like Levitt mentioned in 1983 in his article about the globalization of markets, this perspective is about operating with relative constancy in a number of markets, as if the entire world or major regions were one single entity. Benefits of standardization are obvious, multinational corporations reduce costs through greater economies of scale in production and marketing.  Also communications with consumers has to be consistent to attract global customers. 

The second perspective is also called the adaption perspective. The key points in this perspective are summarized by operating in a number of countries, adjusting products and practices in each, at a high relative costs, with a committed operating presence in the markets of other nations. This applies to multi-domestic markets with strong local preferences. Examples of these strong local tastes are the quality signal. When a product is labeled with ‘made in China’ consumers can be concerned about the delivered quality. Benefits of adaption to local preferences could be a better match between local preferences and needs. A good example are the package sizes of many fast moving consumer goods  in the United States (XXL) compared to Europe (relatively smaller). And even within the European Union we see differences and thus adaption of packaging of the same product to local preferences. Furthermore, localization and adaption can create a sense of uniqueness by the customer and shows commitment to the consumers.



	First View: Standardization Perspective
	Second View: Localization Perspective

	The entire world viewed as one single entity
	Operating in a number of countries

	Applies to global markets with homogenous preferences
	Applies to multi-domestic markets with heterogeneous preferences

	Reduces costs through economies of scale
	Modularity can lead to economies of scope

	Standardization leads to high-quality and low-prices
	Allows a better match between local preferences and needs

	Consistency in dealing with customers
	Creates uniqueness 


Table 3 Overview of Different Perspectives on Standardization and Localization

Özsomer and Simonin (2004) did a research on standardization and company performance. As mentioned earlier standardization is a is a matter of degree which can differ for the same product in different countries or markets.[footnoteRef:12] The standardization of marketing programs is viewed as a range with complete standardization and complete localization as the two extremes. Marketing program standardization is a very important aspect of a global marketing strategy and is defined as the pursuit of similar marketing programs across different countries or markets concerning the product offering, promotion, price and distribution.[footnoteRef:13]	 [12:  Saeed Samiee and Kendall Roth, The Influence of Global Marketing Standardization on Performance
The Journal of Marketing , Vol. 56, No. 2 (Apr., 1992), page 14 ]  [13:  A. Ozsomer, B.L. Simonin, Marketing Program Standardization: A cross-country exploration, International  Journal of Research in Marketing, 2004, page 397-398] 


Like we can see in figure 2 on the next page, Özsomer and Simonin formulated a conceptual model of the impact of the standardization of marking programs on the performance and profitability of subsidiary firms owned by the multinational corporations. The most important contribution of the model to the existing literature on global marketing strategies implies the empirical validation of the positive relationships between marketing program standardization and the performance/profitability. It is obvious that the level of similarity of customer and market infrastructure between markets is positively related to the extent to which standardizing a marketing program will be successful (H1abc) and that the two variables mutually are positively related as well. Not often people regard standardization as the supply of one product which has the same product characteristics in every market it is been sold all over the world. This vision about standardization is wrong and too narrow. It is simply not possible due to different tax regulations to set one standardized price. Even in the packaging of for example Coca Cola, there are many differences noticeable worldwide, while Coca Cola is considered as one of the most standardized products available nowadays. Thus, standardization is more than just only product standardization, especially when it comes to the standardization of a whole marketing program. In includes all aspects of the marketing mix, product decisions like branding, packaging and of course the product characteristics. On the other hand it also includes non-product decisions like pricing, promotion and sales force decisions.  
[image: ]
Figure 2 Conceptual Model of the Impact of Marketing Program Standardization on Subsidiary Performance [footnoteRef:14] [14:  A. Ozsomer, B.L. Simonin, Marketing Program Standardization: A cross-country exploration, International  Journal of Research in Marketing, 2004, page 400] 


One of the findings in this article is that standardization enhances performance both directly (H6+) and indirectly through the centralization of product (H4+) and non-product decisions (H5-). Remarkable is the negative relationship between the centralization of non-product decisions and performance. By centralization Özsomer and Simonin mean the degree to which the head office retains marketing–related discussion making authority.   
Özsomer and Simonin noticed some consistency on this negative impact of non-product centralization decisions across markets and countries. To solve or soften this negative impact non-product decisions need to be updated frequently and may need the collaboration of local retailers and distributors to work out well. This is why non-product decisions made by the head office of multinational corporation leads to a loss in innovation possibilities and the possibility for quick response .This lack of flexibility leads to additional costs and can affect performance negatively.[footnoteRef:15]  [15:  A. Ozsomer, B.L. Simonin, Marketing Program Standardization: A cross-country exploration, International  Journal of Research in Marketing, 2004, page 412-413,415] 

Global marketers should focus on the right balance between the global managers at the headquarters and the local country managers to prevent resistance of local management in the form of the so called not-invented-here syndrome which can lead to bad morale and downfall of a global marketing program. The role of headquarter staff should be that of coordination and leveraging the resources of the corporation. But without local commitment, no global program will sustain. Once a strategy has been developed, headquarters may want to permit local managers to develop their own local programs within the specified boundaries set by the headquarters, rather than forcing the local managers to be loyal to the formulated strategy. For example, Colgate-Palmolive allows local marketers to create their own national ad campaigns, but only when they can prove the ads match the global standard versions. With this system headquarters and global managers keep effective control without dampening a local country manager’s creativity and commitment.[footnoteRef:16] Advertising campaigns of Procter & Gamble worldwide of brands like Pampers and Pantene are perfect examples of maintaining loyalty to the global theme and proposition while fine-tuning the execution to take into account different local cultures and regulations.[footnoteRef:17]  [16:  Czinkota, M.R., Ronakainen, I.A., International Marketing, 8th edition, Thomson South-Western, International Market Entry and Development, Chapter 6, 2007, page 204-205]  [17:  Solberg, C.A., Standardization or Adaptation of the International Marketing Mix: The Role of the Local Subsidiary/Representative, Journal of International Marketing, Vol. 8, No. 1, 2000, page 81] 

Almost thirty years after Levitts’s introduction of his view on the globalization of markets, the discussion about standardization versus localization remains timely and moreover is in need of some empirical evidence. More and more firms have become multinational corporations operating in over a hundred countries and markets. This debate about standardization and localization will still be of great importance in the future.

 2.2 Entry Strategies in International Marketing

In this chapter I will assess the possibilities for multinational corporations, given the trends mentioned in the last section for those firms to expand and enter foreign markets. Several key questions are top of mind: Should a company enter a market using exports, franchises, strategic alliances, or direct investments in local subsidiaries? Which markets should a firm focus on to enter and how can an company develop a product on the global market? Should the new product be introduced on all markets simultaneously or sequentially? These questions reflect important issues for multinational corporations and I will discuss them each in this chapter.

There are many possible entry strategies for multinational corporations to introduce a product on a new market. I will briefly introduce and discuss some of these possible entry strategies which are relevant for multinational corporations and fast moving consumer goods. Fast moving consumer goods are products with a short life span and high velocity. Consumers will always continue to buy products like shampoo, deodorant, and soft drinks on a regular basis. This results in a high competition market where producers are constantly fighting for a high market share. Despite this strong competition the market for fast moving consumer goods is dominated by multinational corporations such as Unilever, Procter & Gamble, Nestle and Sara Lee.

Fast moving consumer goods (FMCGs) account for a big share in the budget of  households and consumers all over the world. The competition is the sector of fast moving consumer goods is fierce and this topic has attracted considerable interest from both firms and scientists. How can a multinational penetrate a new market, what possible options does exist, and which suits best to successfully introduce fast moving consumer goods to a new market or country? Multinational corporations have several options in their possible entry strategies, there does not seem to be one particular best practice. Each market and each product category is different and demands for different entry strategies. 

Once a multinational corporation decided to enter a foreign market, they have to determine an appropriate mode to organize its foreign business activities. The variety of possibilities and alternatives a multinational corporation can choose between is enormous. Each of these possible modes of entry has different implications on the degree of control a multination corporation can exercise over the different foreign business operations. Thus, identifying the most suitable mode of entry for each market is a very important, difficult, and complex task. This choice is a critical determinant of the success of the international business of a multinational corporation.[footnoteRef:18]  [18:  Hill, C. W. L., Hwang, P. and Kim, W. C. (1990), An eclectic theory of the choice of international entry mode, Strategic Management Journal, Volume 11, Issue 2, February 1990, page 117 ] 


In general the multinational corporations have to keep in mind four important aspects during their foreign entry decisions. First, what market(s) should a multinational enter? The firm has to make several choices and determine the scale of international entry. These choices accounts for the number of countries or markets and the effect of the scale of entry.  Second, a multinational has to think about the way of entering a new market. How can a multinational enter a new market? They can think of the following different modes of entry: strategic alliances and joint ventures, direct foreign investments through subsidiaries, exporting, and licensing. Each mode of entry has different effects on performance and its own difficulties. Third important entry decision multinational corporations have to make affects the timing and order of entry. When and in order does a multinational have to enter a new market? First-mover advantage and learning effect play an important role in this matter. Finally a multinational has to think about its allocation of resources during entry. As mentioned, many different strategies are possible but it can be difficult, time-consuming, or costly to select the most suitable one because of the fact that every country to enter can be different in many aspects. 




2.2.1 Choice and Scale

	Of course it is important to first choose the number of countries or markets to enter. This includes decisions influencing the scale and scope of the entry. The scale of entry has an effect on the performance of the multinational corporation. In case of large scale entry strategies volume-driven cost advantages occur. Besides, the multinational corporation has to evaluate the market potential and profitability of the potential chosen markets to enter. 
Decision-makers have to consider and match advantages which are specify to each country, firm and product. 

	Most managers of multinational corporations do recognize the need for marketing research. The main reason for failure or success in the international market is well organized preparation and the gathering of information. Building a good knowledge base about the potential of new markets is a key condition for success in international business. A multinational corporation should collect data and information about new markets to enter through research in order to determine the market potential.  In expanding the corporation’s business across national borders, a firm encounters parameters not found in their domestic environment. Examples are taxes, duties, foreign currencies, different modes of transportation, and port facilities.[footnoteRef:19] Firms need to learn about the environment, economy, culture, political system, and infrastructural parameters of the new encountered markets or countries. Going international often means entering more than one new market, this is certainly the case for fast-moving consumer goods produced by the large multinational corporations.  [19:  Czinkota, M.R., Ronakainen, I.A., International Marketing, 8th edition, Thomson South-Western, International Market Entry and Development, Chapter 8, 2007, page 244-245] 


Besides the encounter of new parameters and new environments which are country-specific drivers of market potential the multinational corporations expose themselves to a much greater variety of competition. The competition is different for each market and learning effects can occur over time. In addition, product-specific variables will play a role in what extend a firm will be successful in the international marketplace. The price, quality, and innovativeness of the product play an important role, even as the reputation and know-how of the firm which enters new international markets. 

As mentioned above, there are many drivers of the market potential of new markets. These drivers can be country-specific, product-specific, firm-specific, or can be a combination of these three. In literature and many articles these drivers are mentioned as well. In Figure 3 we see an overview of the drivers of sales potential I found in the literature. 

[image: ]
Figure 3 Drivers of Sales Potential 

Country-Specific Drivers of Sales Potential
The environment is mentioned as a driver for sales potential and entails the political, physical and geographical environment (e.g. climate), and demographic characteristics (e.g. population size, rate of growth, age structure) of the new country to enter. Political environment is relevant because of the general stability of the country. In case of a revolution or high terrorism rates, the political environment is instable and a as a consequence a negative driver for sales potential. Also local regulations or import restrictions are examples of environmental variables which are negative for a multinational corporation during a new market entry.  Also counties and markets in which expropriation or nationalization took place are countries which need a different approach. Coca-Cola’s operations in India are an example of great failure in this respect. Coca-Cola ignored the political environment of India and build a bottling plant in the Kara Dera region. As a result many local residents and communities are experiencing severe water shortages and the plant did pollute the soil and groundwater.[footnoteRef:20]   [20:  India Resource Center, Water Levels Continue Dropping Sharply: Coca-Cola Extracts Groundwater Even as Farmers and Community Left Without Water, Press Release September 2011] 


The second country-specific driver of sales potential are the economic factors like income per capita, household revenue, purchase power, and income inequalities. This seems to be very logical and evident but is of great importance and should not be ignored. The economic environment positively affects consumer demand and thus opportunities. The gross domestic product (GDP) positively affects entry performance. Countries also vary in terms of future sales potential. In the case of emerging markets, first-mover advantages can occur when a firm enters such countries. To conclude, economical distance is negatively related to foreign market entry decisions. The more two countries are similar in economical point of view, the more likely the market entry will be successful. 

Cultural distance and other cultural values are also drivers of sales potential. A country’s culture must be open towards other cultures, and other cultural values like materialism and ethnocentrism play a role in the attractiveness of a new market. Religion, financial interests, local tastes, preferences, cultural hostility, boycotts, and of course language and social norms and values affect the cultural distance of a foreign country. 
In the literature the CAGE distance framework and Hofstede’s Dimensions for measuring cultural distance are described. I refer to these three theory’s now, but I will describe them more extensively in chapter 2.3 (The Role of Cultural/National Differences) The theories can be used to measure the differences between countries and to help managers understand which differences matter the most. It is understandable now that culture affects many customer-related dimensions like brand image, consumer innovativeness etc.[footnoteRef:21] Thus, it should be clear that cultural distance is negatively related to foreign market entry decisions. [21:  Steenkamp, J-B.E.M., Hofstede ter,F., Wedel,M., A Cross-National Investigation into the Individual and National Cultural Antecedents of Consumer Innovativeness, Journal of Marketing, Vol. 63, 1999, page 55-69] 

As stated in Figure 3 on page 21, regulation is another driver of sales potential. Regulation entails the existence of import and export regulations like tariff barriers, price regulation, marketing effort regulation, and non-tariff barriers. There are many non-tariff barriers like specific limitations of trade, customs and administrative entry procedures, etc. In Table 4 we see a short overview.

	Non-Tariff Barriers

	Specific limitations on trade
	Quotas, import licensing requirements, proportion restrictions of foreign to domestic goods (local-content requirements), minimum import price limits, embargoes.

	Customs and administrative entry procedures
	Valuation systems, anti-dumping practices, tariff classifications, documentation requirements, fees.

	Standards
	Standard disparities, intergovernmental acceptances of testing methods, packaging, labeling and marking standards, quality or environmental standards.

	Government participation in trade
	Export subsidies, domestic assistance programs.


Table 4 Overview of Non-Tariff Barriers

	The last country-specific driver of sales potential is the infrastructure. Physical transportation structure, retail distribution network, communication network and the availability of mass media are good examples of infrastructural wealth. But also the level of development, the availability of electricity, the access to the internet, presence and availability of suppliers, and supporting industries present in the local market have a positive effect on the sales potential.


Product-Specific Drivers of Sales Potential
In addition of these five drivers of market and sales potential there are five product-specific drivers of potential which are product price, quality, innovativeness, firm reputation,  and firm, know-how. The aspect of product price seems to be very simple but the many aspects of price can make the price of a product a very complex aspect. The price has to match with the country characteristics like GDP and purchase power. The entry decisions depend on the prices of local competitors and the newcomer has to account for import tariffs. This is the reason why a firm first has to make a profitably analysis of the new market and its characteristics. After the decision of entering a new market is made a pricing strategy has to be chosen. Examples of these pricing strategies are a penetration pricing strategy and a skimming pricing strategy.  In case of a penetration pricing strategy products are introduced at a relatively low price which gradually increases over the product-life-cycle to ensure market acceptance and break down existing loyalties. On the other hand, in case of the skimming pricing strategy the introduction price is relatively high for a short time to skim off customers who are willing to pay more to have a certain product earlier, prices are lowered later when demand from these early adopters falls. 

	A second product-specific driver of sales potential is the product quality. The quality has to match with the country characteristics and positioning of the company. The perceived quality is of great importance and is determined by the quality-price ratio and word-of-mouth effects. For new products introduced in a market, the (perceived) product quality is of great importance because of the first impression and willingness of the consumer to try other fast moving consumer products of the same multinational corporation. 

	Product innovativeness is another related product-specific driver of sales potential. The more a product is seen as an innovative product the more this is valued by consumers. Again the perceived innovativeness is the key element. Consumers compare the differentiated product characteristics to available alternatives. Performing well on product innovativeness requires customer (cross-country) learning and the relative importance depends on the county where the product is introduced. Some consumers segments in specific countries are risk-avoidant while other countries can be risk-seeking nations.
	Firm reputation is an important aspect for fast moving consumer goods. Customers value global brands for their quality signal, global myth and social responsibility. As mentioned earlier. Global brands are seen as a powerful institution.[footnoteRef:22] On the other hand a specific country can represent brand equity. Here the country of origin effect can into play. German cars are known for their quality, Italian clothing for its image, China is known for its low costs, and so on. The reputation of a firm is an essential product-specific driver of sales potential. More information about the country of origin effect is in Chapter 2.5 (Country of Origin Effect in the European Union). [22:  Holt D, Quelch J, Taylor E., How Global Brands Compete, Harvard Business Review, September 2004, page 70,72] 


	The last essential product-specific driver of sales potential in a new market is the knowledge the multinational corporation owns. Firm know-how is considered as an important asset in international marketing operations. Examples of firm know-how are patens, management skills, the ability to adapt to the local conditions, and the knowledge of the market acquired through the sales of other products or knowledge about similar markets (near-market knowledge).

	Country & Product-Specific Drivers of Sales Potential
Finally, there are two country and product-specific drivers of sales potential. These are market competition and introductory history. To conduct research about the competition in a new market the Porter five forces model often is used to perform a competitive analysis about domestic and foreign competition, the number of competitors and the variability in market shares among competitors. Afterwards, for example, entering a market to weaken competition is called a competitive attack strategy. The goal is to attack a competitors’ cash-generating home-market or to precede a competitors’ entry in order to accomplish pioneering advantage or first-mover advantage. However, this is a relatively risky strategy, it is dangerous and costly to start a competitive war. But in the case of large multinational corporations and fast moving consumer goods, it is an option which deserves consideration. 
First-mover advantages are higher brand recognition, positive brand image, customer loyalty, and longer market experience and thus market knowledge. Nevertheless, there are several drawbacks. Channel members in the new country to enter may need training about the product, customers might have to be educated about the use, advertising has to be more generic, and tastes and standards are perhaps unknown. But overall, being a first-mover instead of a follower will pay off through high sales thanks to the advantages mentioned above. 

	Beside the market competition and first-mover advantage there is another country and product-specific driver of sales potential: introductory history. Through contact with many customers in many different countries learning effects and spill-over effects between countries can occur. The acquirement of near-market knowledge is important to learn about the best entry strategy. If a firm has dealt with some leading markets in history, such firms can learn from highly demanding customers and strong competition. These learning effects are important driver for sales potential in new markets to enter an assure firms to gain from first-mover advantages. 

Overall, I think multinational corporations marketing fast moving consumer goods are better off being a follower instead of a fist-mover. Unlike which is the case in high tech industries, there are always opportunities to introduce a new brand into a market with several existing competitors. This was also the case with the introduction of the brand of Cillit Bang, a brand consisting of a range of cleaning products owned by Reckitt Benckiser, a British multinational consumer goods company. Despite the existence of many competitors, Reckitt Benckiser managed to introduce the brand with great success, without being a first-mover.


2.2.2 Modes of Entry

There are many possible entry strategies for multinational corporations to introduce a product on a new market. How can a multinational enter a new market? They can think of the following different modes of entry: strategic alliances and joint ventures, direct foreign investments through subsidiaries, exporting, and licensing. Each mode of entry has different effects on performance and its own difficulties. I will discuss and mention some advantages and disadvantages of each mode of entry. In Table 5 on page 28 we find the different modes of entry.
Exporting is the first mode of entry a firm can think of when they want to internalize their business. Exporting through the internet, an exporter, importer, distributor, or through direct sales are the examples of exporting and go together with low risk but low control in operations. Exporting is usually seen as a first expansion step and generates learning effects for future operations in other countries or markets. If tariff barriers and transportation costs are low, exporting is a great mode of entry to expand the business of a firm. By making use of export intermediaries firms bring their products to global markets easily. Often, they have detailed information about the local market and competitive conditions.[footnoteRef:23] Beside these advantages there could be other drawbacks beside the low opportunities of control. One other disadvantage is the nonexistence of know-how transfer. The exporter and for example distributor share little information and know-how. This could be, but not necessary, leading to problems.  [23:  Czinkota, M.R., Ronakainen, I.A., International Marketing, 8th edition, Thomson South-Western, International Market Entry and Development, Chapter 9, 2007, page 288] 

A second mode of entry is contractual agreement through licensing and franchising. Licensing is a way to externalize your business by selling rights to use technology, know-how, and brand equity. The two expansion alternatives offer flexibility and the possibility of rapid entry of foreign markets in order to take advantage of new conditions and exclude opportunities for the competition. But with licensing there exists the risk of dissipation of know-how to competitors and thus little control. This danger of low control could be reduced with the introduction of franchising agreements. Furthermore, intellectual property rights prevent technological leaks without high tariffs. 
Third, strategic alliances and joint ventures are two related market expansion alternatives. Strategic alliances and joint ventures make use of the exchange or sharing links of the value chain. With joint ventures the partners share assets, risks, and profits, the contributions to the joint venture can vary widely. Joint ventures can share their resources which lead to better outcomes for both parties: win-win collaboration is required in this situation. Shared and linked resources give access to new technologies, to local knowledge, to existing distribution channels so that market penetration will be faster, more easy, and more effective.[footnoteRef:24] Problems with joint venture relationships can also occur. Major problems or arbitrariness can arise due to conflicts of interest and different contractual interpretations. Planning and communication are of great importance in building these kinds of relationships. Other disadvantages are the high costs in case of withdrawal and the limits to growth of the potential partners. The mentioned consortia in Table 5 is a form of cooperation which usually takes place at the industry level and is characterized by governmental support or subsidization and not really relevant for fast moving consumer goods.[footnoteRef:25] [24:  Friedmann, W.G., Kalmanoff, G., Joint International business ventures, The International Executive, 1961, pages 1-4,8-10]  [25:  Czinkota, M.R., Ronakainen, I.A., International Marketing, 8th edition, Thomson South-Western, International Market Entry and Development, Chapter 9, 2007, page 302] 

Fourth and final mode of entry is direct foreign investments and ownership and is a suitable alternative when high barriers exist. To make a rational decision about the extent of ownership, a firm must evaluate how important total control is. The establishment of subsidiaries benefit from lower manufacturing costs, avoiding tariff barriers, reduced transport costs and can adapt products to satisfy local requirements. However control is high, the direct investments come with great risk as well.

	Modes of Entry

	Exporting
	Internet
Exporter
Importer
Distributor
Direct sales
	
     Greater control and greater risk

	Contractual agreements
	Licensing & franchising
	

	Strategic  alliances
	Strategic alliances
Joint ventures & consortia 
	

	Ownership
	Direct foreign investment
	


        Table 5 Modes of Entry, Examples and, Degree of Control/Risk

2.2.3 Timing and Order of Entry
Timing and order of market entry are important aspects of international marketing. Once a firm decided to enter a foreign market not solely the mode of entry is a parameter of success, but moreover the timing and order. The combination of mode and of timing and order is important because of its implications. Once a decision is made, its outcome is relatively rigid and can be costly to alter afterwards. 
Concerning the timing and rollout of entry there are two major options mentioned in the literature: the waterfall strategy and the sprinkler strategy. The waterfall rollout strategy is a gradual stepwise (one by one) entry strategy into various countries and is usually a preferred for fast moving consumer goods produced by multinational corporations. The risk is relatively low in the case of a failure and is subject to gradual learning effects. One negative aspect is the speed of rollout, the waterfall entry strategy is rather slow when combined to the sprinkler rollout strategy. The sprinkler strategy is an entry strategy whereby several countries are entered simultaneously or within a limited and short period of time. This strategy is a growing trend in international marketing due to the current high levels of experience of multinational corporations acquired during former market introductions of similar fast moving consumer goods. The rollout speed is relatively high and generates first-mover advantages. On the other hand, the sprinkles strategy is financially demanding and thus risky.
Global competition does not always force multinational corporations to introduce new products in all markets at the same time. However, the choice of multinationals to choose and prefer the waterfall strategy over the sprinkler strategy depends mainly on the product life cycle. Kalish and Mahajan (2005) argue that in the case of a long product life cycle the waterfall strategy is usually preferred. But in the case of fast moving consumer goods and hence a short product life cycle, the sprinkler strategy becomes the optimal strategy. [footnoteRef:26] [26:  Kalish, S., Mahajan V., Muller, E., Waterfall and sprinkler new-product strategies in competitive global markets, International Journal of Research in Marketing, Volume 12, Issue 2, July 1995, Pages 105, 114-115] 

Furthermore Kalish and Mahajan (2005) mention a study by Riesenbeck and Freeling (1991) with support for their findings concerning the superiority of the sprinkler strategy over the waterfall strategy in the case of fast moving consumer goods with short product life cycles. They found real-life evidence and examples of entry strategies such as the introduction of the Mars Ice Cream bar, Unilever’s Timotei shampoo, P&G’s Vidal Sassoon Wash and Go, clearly all fast moving consumer goods with short product life cycles. Thus the speed of market entry is one of the most important determinants of the success of entering foreign markets, unless the multinational is already a major global player both willing and able to rollout a products from its home country to a large number of other markets at the same time, which is usually the case with large multinational corporations such as P&G, Unilever, etc. Most firms lack the resources to achieve this kind of fast global market entry strategies and are not willing to take the risk given the financial demands. For relatively smaller firms and for products with long life cycles, international marketing rollout strategies seem to be a more time-consuming slow, market-by-market process. In this case the waterfall strategy is the optimal strategy.[footnoteRef:27] [27:  Riesenbeck, H.& Freelink, A., How Global Are Global Brands?, McKinsey Quarterly 4, 1991, page 3-18] 

As mentioned the combination of mode and of timing and order is an important determinant for success and performance in the long run. Once a certain entry strategy is formulated and implemented, it is difficult and costly to alter this strategy. Research by Gielens and Dekimpe (2001) suggests that the strategic decisions made at the time of entry continue to influence the future performance of foreign subsidiaries, both in terms of sales performance and in terms of efficiency. Especially the time and order of entry appears to be an important source competitive advantage, particularly when entering through so called Greenfield expansion (building an entirely new plant, office etc.) [footnoteRef:28] [28:  Gielens,K., Dekimpe, M.G., Do international entry decisions of retail chains matter in the long run?, International Journal of Research in Marketing, Volume 18, Issue 3, 2001, Pages 235,259] 

Next to the timing (waterfall or sprinkler) of market entry, the order of entry is a second important issue for multinational corporations to keep in mind when introducing fast moving consumer goods. Two kinds of effects are noticeable with regard to the order of entry. These are first-mover advantages within a country and cross-country learning or spillover effects among countries for a given brand or firm. First-mover advantages consist of consumer preferences for the first brand which is introduced to a market. In dealing with many customers in different markets customer uncertainty will decline via cross-country learning effects and simultaneously the relative innovativeness of the product and firm will improve via these previous entries. Thus, organizational learning effects will occur over time, which are of great value and a great asset of multinational corporations in expanding their international business.
	In Figure 4 we see that the order of entry, the scope of the entry strategy, and its speed are determinants of the market share a multinational corporation will achieve. The international market scope, which can be defined as the number of markets or countries entered per period has effects on brand image. The larger the number of countries, the more customers will value the brand as an international or even global brand. This means exposure to an international customer base and as mentioned earlier in chapter 2.1.1 about globalization and global brands, this will have an positive effect which can result in higher market share on the long run. 
Next to the market scope, the international rollout speed is mentioned in literature by Fisher et al. (2005). International rollout speed is defined as the number of entries per period and leads to cross-country learning effects. But, this process requires time and therefore can have a negative effect on market share on the short run but the learning effects will result in know-how, higher entry barriers for competitors and logically higher market shares on the long run. The same holds for the innovation via previous entries. It takes time, but the innovativeness will definitely have a positive learning effect and eventually a positive effect on market shares and reduces the risk of imitation and competition over time.[image: C:\Users\M.G. Otten\Desktop\Order of Entry.png]
Figure 4 Order of Entry in a Market and the Effect of Entry Strategies on Marketing Effectiveness[footnoteRef:29] [29:  Fisher, M., Shankar, V., Clement, M., Can a Late Mover Use International Market Entry Strategy to Challenge the Pioneer, Marketing Science Institute,  Issue 4, No. 5-004,2005, page 27-29,45] 


	During a multi-market entry, managers need to keep in mind of how to allocate the firms resources during the process. According to Libai, Muller, and Peres (2005) there are three different options to allocate resources in the form of marketing efforts during the entry process. They describe a uniform strategy, support-the-strong strategy, and a support-the-weak strategy. 
	First, the uniform strategy means an equal distribution of the marketing efforts among the various markets. Second, in a support-the-strong strategy the distribution of the marketing efforts will be proportionally to the number of actual adopters in the markets. Disadvantage of this strategy is that a firm may miss business opportunities of serving the potential adopters in new markets. But I think that is effect is not highly relevant in the case of fast moving consumer goods. Third, there is a support-the-weak strategy. Distribution of the marketing efforts in this strategy will be proportionally to the number of remaining market potential, the potential adopters of a product. By focusing marketing efforts to potential adopters, you may slow down penetration in the main existing markets. To conclude, deciding in which way a firm will allocate its recourses during multi-market entries depends on the kind of product and chosen strategy by the firm.[footnoteRef:30] [30:  Libai,B.,Muller, E.,Perez, R., The Role of Seeding in Multi-Market Entry, International Journey of Research in Marketing, 2005, page 375-393 ] 







2.3 The Role of Cultural/National Differences

	In Europe there are many different countries. The European Union counts 27 countries since 2007 with about 500 million residents speaking 23 different languages and supporting many different religions. It seems obvious that in international marketing multinational corporations need to keep the role of cultural and national differences in mind. The role of cultural differences attracted a lot of attention in recent academic literature and is of great importance in specifically Europe.  In the United States the cultural and economical distances between the individual States and between the United States and Canada for example is not that high like it seems to be the case within the European Union. As argued in chapter 2.2.1 about choice and scale of entry strategies, cultural distance and other cultural values are drivers of market potential. A country’s culture should be open towards other cultures, and other cultural values like materialism and ethnocentrism play a role in the attractiveness of a new market. Religion, financial interests, local tastes, preferences, cultural hostility, boycotts, and of course language and social norms and values affect the cultural distance of a foreign country. In the literature the CAGE distance framework and Hofstede’s Dimensions for measuring cultural distance are described and I will discuss each of these theories in short in this chapter, describing the essentials, differences and some criticism about each theory.
	

2.3.1 Hofstede’s Cultural Dimensions of National Culture

What is culture? Culture is an underlying value framework that is shared by most people in a social group and it binds groups together. Culture includes common affective reactions, codes of manners, dress, rituals, norms, learned behavior, the repertoire of behavioral skills such as law and morality systems of beliefs, and like mentioned above, off course language and religion. In literature Hofstede’s cultural dimensions are generally accepted and regularly cited in academic research and articles. Based on a large research project into national culture and differences across subsidiaries of a multinational corporation (IBM) in 64 countries, Hofstede formulated four independent dimensions of national culture: Power Distance (e.g. level of equality in a society), Uncertainty Avoidance (e.g. need for formal rules and regulations), Individualism versus Collectivism (e.g. “I” consciousness versus “we” consciousness), and Masculinity versus Femininity (e.g. attitudes toward achievement, roles of men and women).[footnoteRef:31]  [31:  Hofstede, G., Culture’s consequences: International Differences in Work-Related Values, Beverly Hills, CA: Sage Publications,  1984] 


	Hofstede’s Cultural Dimensions of National Culture

	Power Distance
	The degree to which the less powerful members of society accept and expect that power is distributed unequally. 

	Uncertainty Avoidance
	Indicates to what extent a culture programs its members to feel either uncomfortable or comfortable in unstructured situations. Uncertainty avoiding cultures try to minimize the possibility of such situations by strict laws and rules, safety and security measures.

	Individualism versus Collectivism
	Individualism on the one side versus its opposite: collectivism, this is the degree to which individuals are integrated into groups. 

	Masculinity versus Femininity
	Masculinity versus its opposite: femininity, refers to the distribution of emotional roles between the genders which is another fundamental issue for any society to which a range of solutions are found.


Table 6 Hofstede’s Cultural Dimensions of National Culture [footnoteRef:32] [32:  Hofstede, G., National Cultures in Four Dimensions: A Research-Based Theory of Cultural Differences among Nations, International Studies of Management & Organization, Vol. 13, No. 1/2, Cross-Cultural Management: II. Empirical Studies, 1983, page 46-74] 


Only a short description of the four characteristics will be sufficient for now and a short overview is included in Table 6. First, Power Distance is the degree to which less powerful people or members in society expect there to be differences in the level of power. For countries with a high score for Power Distance we can expect that some people have higher power than others in which upward mobility is very limited. Countries with high power distance rating are often characterized by a high rate of political violence. In countries with a low score in Power Distance, people should have equal rights and equality is seen as the collective aim of society and upward mobility is common. 

Second, Individualism is the extent to which people are expected to stand up for themselves. Individuals in these societies tend to form relationships with large numbers of people, but with the relationships being weak. Collectivism is the extent to which people act predominantly as a member of the group or organization. In such countries the ties between individuals are very strong and the family is given much more weight. 

Third, Uncertainty Avoidance is the extent to which a society attempts to cope with anxiety by minimizing uncertainty and ambiguity (more than risk). This dimension concerns the level of acceptance for uncertainty and ambiguity within a society. A high score of Uncertainty Avoidance means low tolerance towards uncertainty and ambiguity. As a result, such societies are usually rule-orientated and follow well defined and established laws, regulations and controls and employees tend to remain longer with their present employer. 
Countries with a low score of Uncertainty Avoidance tend to show less concern towards uncertainty and ambiguity and show high tolerance towards variety and experimentation. Such societies are less rule-orientated, accept change without much difficulty and are willing to take risks.

Final dimension of national culture described by Hofstede is Masculinity and Femininity. This dimension refers to the value placed on traditionally male or female values within a country’s society. In the case of Masculinity people value competitiveness, assertiveness, ambition, and the accumulation of wealth and material possessions. On the other hand, in the case of Femininity people value relationships, friendly atmosphere, security (of employment) and quality of life and are more nurturing. 

Next to these four dimensions there exists one extra dimension which Hofstede added after the initial introduction of his theory. This was the Long-Term versus Short-Term Orientation and describes a society's time horizon, or the importance attached to the future versus the past and present. In the Long-Term Orientation thrift, perseverance, sense of shame, and status importance are valued more. And opposite, in the Short-Term Orientation, Short-term gratifications are valued more and rapid solutions to solve existing issues are preferred.
Unless these four/five dimensions of national culture are mentioned en cited many times in current leading literature, some criticism on Hofstede’s theory must be acknowledged. Cross-cultural differences do not always correspondent with national borders. Within-county differences like which is the case in Belgium or cross-national similarities can occur. Country averages versus individual scores can be different in this case due to the existence of subcultures. Second point of criticism is the accuracy of the data Hofstede uses. His research is based upon questionnaires and as a consequence it has several biases (e.g. conformity to the group in collective cultures). Third disadvantage is the timeliness of the data. There are several dynamics due to internal and external influences and therefore similar interpretation can be made for the results relating to timeliness of data.[footnoteRef:33]/[footnoteRef:34] [33:  Teng, J.T.C., Calhoun, K.J., Cheon, M.J., Raeburn, S., Wong, W., Is the East really different from the West: a cross-cultural study on information technology and decision making, Proceedings of the 20th International Conference on Information Systems, December 12-15, 1999, page 45]  [34:  Kale, S.H., Euroconsumers: A Culture-Based Clustering Approach, Journal of International Marketing Grouping ,Vol. 3, No. 3 1995, page 45] 

 
Knowledge of similarities along the first four dimensions allows us to cluster countries and regions and establish regional and national marketing programs. It seems obvious that countries in the same cluster of cultural characteristics do not require (much) adaption of the marketing activities and marketing programs. Culture is learned behavior from a person’s social environment has nothing to do with genetics and is not present at birth. Hofstede describes culture as the software of the mind or as collective programming of the mind which distinguishes the members of one group or category of people from another.[footnoteRef:35]  [35:  Hofstede, G., Cultures  and Organizations, New  York: McGraw  Hill,  1991] 


In Table 7 we see examples of clusters of similar European countries based on Hoftede’s cultural dimensions described above. The European market is segmented along these cultural dimensions and according to Kale (1995) consumers are culturally different in each cluster and multinational corporations have to keep these cultural differences in mind in planning their marketing strategies. Countries in cluster 1 show preference for high-performance’ products, desire for novelty, variety and pleasure and are risk-averse. Advertising campaigns should focus on the successful-achiever theme. Cluster 2 consumers appeal to consumers’ status and power position, reduce perceived risk when buying products and during usage, and emphasize on product functionality. Finally, consumers in cluster 3 (incl. The Netherlands) show relatively weak resistance to new products and strong consumer desire to novelty, variety, and high consumer regard for environmentally friendly marketers and socially conscious firms.[footnoteRef:36] [36:  Kale, S.H., Euroconsumers: A Culture-Based Clustering Approach, Journal of International Marketing Grouping ,Vol. 3, No. 3 1995, page 41-44] 


	Culture-Based Segmentation of European Countries

	
	Cultural Characteristics

	Clusters of Countries
	Power Distance
	Uncertainty Avoidance
	Individualism
	Masculinity

	Cluster 1: Austria, Germany, Switzerland, Italy, UK, Ireland
	Small
	Medium
	Medium-High
	High

	Cluster 2: Belgium, France, Greece, Portugal, Spain, Turkey
	Medium
	Strong
	Varied
	Low-Medium

	Cluster 3: Denmark, Sweden, Finland, Netherlands, Norway
	Small
	Low
	High
	Low


Table 7 Characteristics of the Three Euroclusters [footnoteRef:37] [37:  Kale, S.H., Euroconsumers: A Culture-Based Clustering Approach, Journal of International Marketing Grouping ,Vol. 3, No. 3 1995, page 42] 


We can conclude that northern European countries are more open to new products than the south of Europe. Consumers in cluster 1 are culturally open to new products. Cluster 2, consisting of southern European countries, displays the highest Uncertainty Avoidance and should thus be targeted with risk-reducing marketing programs with for example extended warranties and flexible return policies. As a multinational corporation it is important to keep the cultural dimensions in mind in adjusting their marketing programs to different countries when entering a market or introducing a new product. 

This adaption of marketing programs in not always easy. Take the example of Starbucks Coffee. The traits, habits, and norms for drinking coffee are very different in respectively the United States and China. When Starbucks wanted to expand outside the borders of their home market and introduced coffee to the tea drinking culture in China, introducing this new habit of drinking coffee was very difficult. Controlling the cultural belief that some culture is superior to another can only be achieved by acknowledging it and adjusting to its possible effects in managerial decision making and setting marketing programs.[footnoteRef:38] By adapting Starbucks’ global development strategy to the Chinese market, Starbucks has successfully established a loyal consumer base through first-mover advantage.[footnoteRef:39] [38:  Fitzpatrick, P.B., Zimmerman, A.S., Essentials of Export Marketing, American, Management Organization, 1985, page 16]  [39:  Hwang, Jen-Lin, Coffee Goes to China: An Examination of Starbucks’ Market Entry Strategy, Journal of Undergraduate Research, Volume 6, Issue 8 - July/August, 2005, page 1,8] 



2.3.2 The CAGE Distance Framework

	If the world were indeed one, global strategy would just be the domestic strategy set for the home market applied to a bigger market. What makes global strategy interesting and challenging for multinational corporations is that the world cannot be seen as one single entity. The United States and Canada are the two biggest trade partners in the world and at first glance, are very similar in cultural, administrative, geographical and economic aspect. But are the United States and Canada as similar as we might expect? The CAGE distance framework is organized in terms of Cultural, Administrative, Geographical and Economic distances between countries. The CAGE distance framework can be used to making differences  between countries more visible, understanding the liability of being a foreign entity in a local market, comparing foreign competitors, comparing markets, and assessing markets taking into account the impact of distance.[footnoteRef:40]  [40:  World Acadamy Online: Strategy Management: Concept and Tools, The Cage-Framework, To Choose Foreign Countries] 


	In Table 8 at the end of this section we will find a short overview of the characteristics of each dimension of the CAGE distance framework. Cultural distances are differences in religious beliefs, race, ethnicity, language and social norms and values. A country’s cultural attributes determine how people interact with each other and with firms. Cultural attributes cause distance by affecting the consumers’ choice between two similar products because of preferences for product features like specific cultural color tastes.[footnoteRef:41] [41:  Madden,T.J., Hewett, K., Roth, M.S., Managing Images in Different Cultures: A Cross-National Study of Color Meanings and Preferences, Journal of International Marketing, Vol. 8, No. 4, 2000, page 90] 


Administrative (or political) distance is caused by absence of historical associations, colonial linkage, and free trade agreements. A historical and political association shared by countries has a positive effect on the trade between the two countries. Colonial linkage between countries can boost trade by 900%. The integration of the European Union is probably the best example of efforts done to decrease the administrative distance between trading partners. 

Geographic distance is not simply a matter of how far away the country actually is in kilometers. Geographical distance is caused by physical remoteness, size of the country, within-country distance, distances to national borders, access to oceans and rivers, topography and even time zones. 

The income of consumers is the most important variable that causes economical distance between countries. Next to consumer income, economical distance is also caused by differences in consumer wealth, costs of labor, availability or lack of resources, inputs, and infrastructure.

Assessing the effects of distance on international expansion combined with a full analysis should make clear in which ways multinational corporations’ characteristics increase or reduce distance from foreign markets. Marketing managers must always keep the distances described above in mind. Firm with a culturally diverse management board will be less influenced by cultural differences than firms with managers which are all from one country.  The danger of home bias to local preferences in this case will definitely occur and results in investing in domestic equities instead of diversifying into foreign equities. The CAGE distance framework is intended to help managers meet that challenge. The CAGE distance framework is quite subjective of nature, but can be a very important complementing management tool for multinational corporations’ management which are assessing different modes to expand their international business and/or country market portfolios. Globalization and technology may indeed be making the world a smaller place, but non existing technology is capable of reducing the high costs of cultural, administrative, geographical and economical distance in all its dimensions.[footnoteRef:42]  [42:  Ghemawat,P., Distance Still Matters, The Hard Reality of Global Expansion, Harvard Business Review, September 2001, page 3-8,10-11] 



	Cultural Distance
	Administrative Distance
	Geographical Distance
	Economical Distance

	different languages
	absence of colonial ties
	physical remoteness, differences in climates
	differences in 
consumer incomes

	different ethnicities
	absence of shared 
monetary or political 
association
	lack of a common border
	differences in costs 
and quality of: 
• natural resources
• ﬁnancial resources
• human resources
• infrastructure
• intermediate inputs
• information or knowledge


	lack of connective ethnic or social networks
	political hostility
	lack of sea or river access
	

	different religions
	government policies
	size of country
	

	different social norm
	institutional weakness
	weak transportation or communication links
	


Table 8 The CAGE Distance Framework




2.5 Country of Origin Effect in the European Union
	Does a country of origin effect exist in the European markets, and what is its effect on product marketing? That is basically the main question for this chapter and forms the introduction to the next part in which I will collect data and perform a questionnaire about the existence, range and effects of the country of origin effect on fast moving consumer goods (FMCGs) produced by large multinational corporations. The country of origin of a product, usually communicated by the phrase “Made in…”, has a considerable effect on the perceptions of quality by consumers. The producer of products in certain countries is affected by a positive or negative association concerning their product quality and image. These associations become important when product dimensions are also associated with a country’s image.[footnoteRef:43] If an exporting multinational corporation has a positive product (quality) image, the company should emphasize its country of origin in the promotional activities. If there is a mismatch between product quality, image, and performance, the country of origin of the producer should hide its country of origin in marketing activities or should make use of prestigious trade partners with a positive image to soften the negative county of origin associations.[footnoteRef:44] This is often the case for emerging counties like China, Russia or eastern European countries like Poland, Hungary or Belarus. When the country of origin effect does have a big impact on consumer’s perceptions, a company should assess and monitor such perceptions and adapt its strategy to such consumer perceptions.  [43:  Roth,M.S., Romeo, J.B., Matching Product Category and Country Image Perceptions: A Framework for Managing Country-of-Origin Effects, Journal of International Business Studies, 23, third quarter, 1992, page 477]  [44:  Bilkey,W.J., Nes,E., Country-of-Origin Effects on Product Evaluations, Journal of International Business Studies, 13, Spring-Summer, 1982, page 88-99] 


Johansson (1989) argued that given the economic trends of integration and globalization national borders became less important. Striking example is the emerge of so so-called hybrid products introduced by multinational corporations. A company can manufacture its product in other countries and can in this way get round possible negative country of origin effects.[footnoteRef:45] The country of origin effects on consumers’ evaluations of products gets a lot of attention in academic research and many literature is available. [45:  Johansson, J.K., Determinants and Effects of the Use of ‘Made in’ Labels, International Marketing Review, 6, 1989, page 47] 

While it seems to be widely acknowledged nowadays that country of origin has an impact on product evaluations, there still is some discussion regarding the size and scale of this effect. Schaefer (1995) criticized the role of fast moving consumer goods (FMCGs) in recent research on country of origin effects which would have been underexposed. She argues that the role of FMCGs is “under-researched” when compared to available research on durables and services. The findings of Schaefer (1995) have clear implications for producers of beer and may also to other producers of alcoholic beverages.  It seems that more knowledgeable consumers may be more sensitive to a product’s country of origin than less knowledgeable consumers. This implies that marketers who focus on these knowledgeable consumers can make use of a positive product country image to introduce a new product or brand. As a result, a negative product-country image may obstruct the success of a new brand or product.[footnoteRef:46] Thus, it is very important for multinational corporations to obtain the right consumer information given the product category when introducing a new (fast moving) product to a market. [46:  Schaefer, A., Consumer Knowledge and Country  of Origin Effects, European Journal of Marketing, 31,1, May, 1995, page 59,68] 


Some producers of fast moving consumer goods provide explicit information on their product labels and packages about the product’s country of origin. Producers of fast moving consumer goods do this because they believe that this signals product quality to consumers and think it is profitable. Countries of origin labels have also been named as a potential source of competitive advantage for producers who want to differentiate their product in its home county or foreign markets.[footnoteRef:47]  [47:  Insch, A., Florek, M., Prevalence of Country of Origin Associations on the Supermarket Shelf, International Journal of Retail & Distribution Management, Vol. 37 No. 5, 2009, page 454] 


In an increasingly competitive global market it is becoming very difficult to develop and sustain superior performance and competitive advantage. According to Lotz and Hu (2001) consumers have stereotyped images about countries and these images are used as a quality signal in reviewing products from different countries of origin.[footnoteRef:48]  [48:  Lotz, S.L., Hu, M.Y., Diluting negative country of origin stereotypes: a social stereotype approach, Journal of Marketing Management, 17, 2001, page 105-135] 

Given the globalization of markets and the growing variety of products available to consumers nowadays, marketers can use country of origin cues in order to add value to their products and differentiate them from substitutes. For example, marketers can use country of origin information in advertising, on packaging and in branding to influence products evaluations (products quality signals). In addition, the use of country of origin information in ads can affect consumers’ interpretation of ads claims and consequently the credibility of advertisements.[footnoteRef:49] However, consumers occasionally prefer domestically produced goods over products from abroad even when the price is higher. According to Baker and Ballington (2002) this is possibly due to a sense of nationalism, the idea that foreign goods are inferior, or the fear that service and replacement parts for imported products will not be fully available.[footnoteRef:50] [49:  Verlegh, P.W.J., Steenkamp, J.B.E.M., Meulenberg, M.T.G., Country-of-origin effects in consumer processing of advertising claims, International Journal of Research in Marketing, 22, 2005, page 127-139]  [50:  Baker, M., Ballington, L., Country of Origin as a Source of Competitive Advantage, Journal of Strategic Marketing, Vol. 10 No. 2, 2002, page 161] 


Concluding, the country of origin plays a very important role in the field of (international marketing) which is very interesting. Many multinational corporations are aware of the possibilities and acknowledge the positive effects of the use of country of origin on product labels. For example, Unilever produces ‘Italian’ olive oil under the brand of Bertolli. The brand is originally an Italian brand, established in the town of Lucca, in the Tuscan heart of Italy's olive growing region, according to the Unilever website.[footnoteRef:51] But today the olives are produced in many other countries and Bertolli also introduced many other brand extensions like mayonnaise, (pasta) sauces, spreads, backing products etc. Many of these products do not even contain a single ingredient produced in Italy. However, they carry the brand of Bertolli and consumers consider these products as Italian and are willing to pay for this country of origin claim by Unilever. This is a very interesting fact and this is the basis of the research in the next part of my thesis.  [51:  Website Unilever, Food Brands, Bertolli: www.unilever.com/brands/foodbrands/bertolli/index.aspx ] 





3. Methodology and Research

After the literature review, this part (III) of my thesis is about the methodology and actual statistical research. Based on the problem statement and research questions argued in chapter 1.3 I will discuss some hypotheses and describe the process of collecting relevant data out of a questionnaire to test the hypotheses in this chapter. I will end my thesis with the analysis of the collected data and combine these research results with the hypothesis and formulate conclusions, limitations and suggestions for future research in the last part (IV).

Let me recall the formulated problem statement in the introduction (part I): How can commercial multinational corporations successfully produce, market, and adjust fast moving consumer goods (FMCGs) to different European markets given the current trends in standardization and internationalization of marketing? Based on this problem statement the following research questions were formulated and discussed in the literature review in the previous part (II; Theoretical Framework). First, I will formulate some hypotheses and make a questionnaire to collect my data based on the research questions mentioned in the introduction and discussed in the theoretical chapters. Afterwards, the statistical analysis will follow. To be able to conduct research I will fist explain the research design and the goals of the research. I selected two fast moving consumer goods as subject and focused the research on these products. I opted for two brands which are well-known for their country of origin. These two selected brands are Bertolli (Italy) and Milka Chocolate (Switzerland). 
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Figure 5 
Logo of ‘Italian’ Bertolli
)Bertolli is a brand owned by Unilever and consists of olive oils, pasta sauces, spreads, cooking products, and vinegars. Originally the brand is an Italian brand. But nowadays there are not many direct links to its country of origin since the brand is owned by Unilever. On its website Unilever is still referring to the origin of Bertolli: “Everything we do at Bertolli is rooted in the pleasures and principles of Italian cuisine. Like the Italians, we take fine ingredients, combine them with specially selected olive oil, and produce foods that are deceptively simple and totally delicious. So add some Bertolli magic, with pasta and bruschetta dishes that form an important part of Italian cooking.” [footnoteRef:52] [52:  Website Unilever, Food Brands, Bertolli: www.unilever.com/brands/foodbrands/bertolli/index.aspx] 
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Figure 6 
Famous Milka Logo
)Milka is a brand owned by Kraft Foods and produces a multitude of chocolates products like candy bars, tablets, cookies and biscuits, deserts, yoghurts etcetera. Milka’s origin lies in the Swiss Alps. Nowadays Milka is not produced in Switzerland anymore. However, just like Unilever, Kraft Foods is still referring to its Swiss heritage and origin. According to the website of Kraft Foods “Milka is the leading European chocolate and one of Kraft’s billion-dollar brands.  Milka’s unique lilac-colored packaging and the famous lilac cow symbolize its Alpine heritage.” [footnoteRef:53]  These two brands, Milka and Bertolli, will form the focus of the questionnaire which I will discuss later. These two brands are owned by a multinational corporation and are sold in all European markets and thus relevant cases given the problem statement of this thesis.  [53:  Website Kraft Foods Company, Brands, Largest Brands, Milka: www.kraftfoodscompany.com/Brands/largest-brands/brands-M/milka.aspx] 


I want to test whether (European) consumers know the country of origin of these two brands and what the first brand associations are with Bertolli and Milka. Do they know the owner of the two brands is a large multinational corporation? Are consumers willing to pay a price premium based on the country of origin claim in advertising? These questions will form the base of the statistical research in the following part. I will make use of a questionnaire and factor analysis to discover relationships and test the hypotheses described on the next pages.



3.1 Hypotheses

Based on the literature review and on my personal interests I formulated the following six hypotheses. Below we see a graphical conceptual model in figure 7 followed by the discussion of each hypothesis.[image: ]

Figure 7 Conceptual Model of Research Design and Hypotheses 

	Hypothesis 1: There is a positive relationship between brand awareness and consumers’ knowledge of the country of origin of a specific brand/product. 
I want to test if there is a positive relationship between brand awareness and the knowledge of consumers of the country of origin of a specific brand/product. If this is the case it could be that advertisement and other marketing activities emphasizing on the country of origin of a brand is effective in the sense that it creates brand awareness.

Hypothesis 2: Consumers who are aware of a product’s country of origin are willing to pay a price premium for that specific brand/product if the specific country image is perceived as positive by the respondent.
Next step is to test whether consumers who are aware of the country of origin of a specific brand/product are willing to pay a higher price for a product, given that the specific country image is positive. If that is the case, it would make sense to advertise on the positive image of its country of origin. 

Hypothesis 3: Consumers are willing to pay a premium for products labeled with country of origin expressions.
When consumers are willing to pay a price premium for a product with county of origin labels attached, it is interesting to test if producers of these specific products do actively emphasize on its country of origin. 

Hypothesis 4: There is a positive relationship between country of origin claims in marketing activities and positive brand evaluation by consumers.
Does a positive relationship exist between country of origin claims in advertising and other marketing activities, and general brand evaluation by consumers? When producers in their marketing campaigns do emphasize on the country of origin of their products, I expect consumers to consider the brand evaluation as positive.  

Hypothesis 5: Consumers’ buying intention of a specific brand will be higher when country of origin claims in marketing activities are present.
I expect consumers to value positive country of origin image claims and thus are willing to buy specific brand when country of origin claims in marketing activities are present.  So, is there a positive relationship between country of origin claims in (product) marketing and consumers’ buying intention of that specific product? 

Hypothesis 6: Given both consumers’ brand evaluation and country image are positive, consumers’ buying intention will increase. 	
Finally, combining a positive brand evaluation and country image I formulated a last hypothesis. Given both consumers’ brand evaluation and country image are positive, I think that the consumers have greater intention to buy a specific product.

3.2 Questionnaire 

	Based on these hypotheses I formulated twenty-seven questions for the questionnaire which we can find in the appendix. I decided to post the questionnaire both online as to hand out the questionnaire in a printed copy and managed to reach 194 respondents. Not all respondents completed the questionnaire or some answers (to open questions) gave an indication that some people filled in the questionnaire at random or showed no consistency in answers to similar (control) questions. So for these reasons I excluded twelve respondents from my data set, so a number of 182 reliable respondents remained. Below, in table 9 we find an overview of hypotheses and corresponding questions.

	Questionnaire Framework
	
	

	Brand Awareness
	H1
	Question 3,4,5,6,7,8

	Consumers’ Knowledge of the Country of Origin of a Specific Brand
	H1 / H2
	Question 9,12,15,16,22

	Country of Origin Claims in Marketing Activities
	H3  / H5 / H6
	NA

	Price Premium
	H2 / H3
	Question 10,11,17

	Country Image
	H6
	Question 13,14

	Brand Evaluation
	H4 / H6
	Question 18,19, 23-27

	Buying Intention
	H5 / H6
	Question 20,21


Table 9 Overview of Hypotheses and Relevant Questions in the Questionnaire



[bookmark: _GoBack]3.3 Statistical Analysis 

	In this chapter I will continue with the actual statistical analysis of my thesis. I will take the six hypotheses out of chapter 3.1 (Hypotheses) and use SPSS to see whether I can accept or reject my hypotheses. All SPSS-output can be found in the Appendix. I will include the relevant output in this chapter and refer to other less important output in the appendix. In this part of statistical analysis I will use the data of the selected 182 respondents. In total, 120 men (60,4%) and 72 female (39,6%) respondents filled in the questionnaire completely. The mean age of the respondents is 23,33 years with a standard deviation of 4,147 years. In the appendix figure A and B, we can find a short overview.

Hypothesis 1: There is a positive relationship between brand awareness and consumers’ knowledge of the country of origin of a specific brand/product. 
First, I wanted to assess the brand awareness of respondents of different chocolate brands and after that test if there is a positive relationship between brand awareness and the knowledge of consumers of the country of origin of a specific brand/product. Respondents were asked to write down the first company name that comes to mind when they thought of chocolate brands. 31,9% of the respondents answered Milka to this question. Brand awareness is the extent to which a brand is recognized by potential customers and is correctly associated with a particular product. Brand awareness is usually expressed as a percentage of the target market. For simplicity, I will consider the percentages of respondents who answered for instance Milka (31,9%) as the level of brand awareness for the brand Milka. In the appendix figure C and E, we will find all the respondents’ answers to the first question of the questionnaire: What is the first company that comes to mind when you think of chocolate brands? For the analysis I excluded some chocolate brands out of the regression analysis because hardly any people mentioned that brand name. For instance, Albert Heijn and Duo Penotti were mentioned as a chocolate brand only once and Droste was only mentioned seven times. Therefore, these brands are excluded out of the analysis to prevent them to influence the results while based on too little observations. In figure 8 we see the correlation between brand awareness (Y-axis) and consumers’ knowledge of the country of origin of Milka (X-axis). We see that there is a positive relationship between the level of brand awareness and the percentage of respondents who knows that Milka is a Swiss brand. Regression analysis showed a level of significance of 0,7% and a Pearson Correlation level of 0.889 with a significance of 0,7%. 

[image: ]
Figure 8 Correlations between Brand Awareness and Consumers’ Knowledge of the Country of Origin of Milka


Both the Pearson Correlation of 0,889 and the R2 of 0.79 with significance of 0,7% the fist hypothesis can be accepted. Thus, in my research there is enough evidence to assume that the relationship between brand awareness and consumers’ knowledge of the country of origin of the chocolate brand Milka is positive and significant. 

Hypothesis 2: Consumers who are aware of a product’s country of origin are willing to pay a price premium for that specific brand/product if the specific country image is perceived as positive by the respondent.
Next step is to test whether consumers who are aware of the country of origin of a specific brand/product are willing to pay a higher price for a product given that the specific country image is positive. If thats is the case, it would make sense to advertise on the positive image of its country of origin. In order to test this, I asked all respondents for their first association of the brand of Milka regarding its country of origin. The country of origin of Milka is Switzerland. Afterwards, I asked if the respondents are willing to pay more for Milka chocolate compared to chocolate of similar quality of a less familiar brand and added a control question/variable to test the validity of the answers. I gave respondents the choice between a Milka chocolate bare (€0,95) and a Hershey’s chocolate bar (€0,75) to test if they really are willing to pay more for Milka chocolate compared to chocolate of similar quality of a less familiar brand which is the brand of Hershey’s. But first, it is relevant to test if the country of origin of Milka, Switzerland has a positive image. If not, it would not make sense to emphasize on its country of origin. In figure N of the appendix we see that a large percentage of 84,6% of all respondents agree or even totally agree with the statement that Switzerland has a positive county image.

According to the answers of question number 10, 69,3%  (appendix figure L) of all respondents are willing to pay more for Milka chocolate compared to chocolate of similar quality of a less familiar brand. To test the validity of the answers given to question number 10 a control variable was added to the questionnaire. According to the answers, 84,1% (appendix figure M) of all respondents answered that they would buy the Milka bar, which is more expensive than the Hershey’s bar, if they have to choose between the two brand. This is consistent with the results of the first question. So, the conclusion is that the respondents are indeed willing to pay more for a Milka chocolate bar compared with a similar bar of a less familiar brand. But, unfortunately no significant evidence was found in the data to accept the second hypothesis that consumers who are aware of a product’s country of origin are willing to pay a price premium for that specific brand/product when the specific country image is positive. In figure 9 we can see that 71.1% of all respondents who think that Milka is a Swiss brand are actually willing to pay a price premium. But, respondents who think Belgium or The Netherlands is the county of origin of the Brand Milka, none of them is willing to pay more for Milka products. Oppositely, 100% of the respondents who think that France, the USA, or Germany is the country of origin of Milka are willing to pay more for Milka products. 

[image: ]
Figure 9 Scatter plot of the Country of Origin and the Willingness to Pay More for Milka Chocolate Bars (Q9+10)

This figure (based on data derived out of appendix figure O) and a regression analysis between the country of origin and the willingness to pay more for Milka products, showed no significant evidence to accept hypothesis 2. The R-square of 0.013 and significance level of 0.199 (appendix figure P) is enough support to reject hypothesis 2. So, there must be other variables that make consumers willing to pay more for specific brands.

Hypothesis 3: Consumers are willing to pay a premium for products labeled with country of origin expressions.
To be able to test this hypothesis, the first step was to assess how many respondents will choose the Milka chocolate bar of €0,95 over the Hershey’s chocolate bar with the lower price of €0,75. 84,1% of all respondents chose the more expensive Milka bar. I selected all possible variables out of the dataset which I assume to be relevant in the decision making of consumers. For this choice model I used the ordinal regression tool in SPSS to be able include explanatory variables in the analysis of binary outcomes. By using this tool it is possible to test the effectiveness of marketing instruments on the brand choice between Milka and Hershey’s. In this case it is not relevant to use linear regression because choices and not utilities are observed. In the appendix figures A, D, I, N, M, L, and Q we can see the SPSS output of all variables used in the ordinal regression analysis.

	As mentioned, I selected six (ordinal) variables which could show significant effect on the choice of respondents between the relative expensive Milka chocolate bar and the relative cheap Hershey’s chocolate bar. I will explain shortly why I included each variable in the analysis.  SWITZERLAND_POSITVE is a variable that describes the perception of the country image of Switzerland using a Likert scale, just like all other variables in this analysis. When respondents highly value the country image of Switzerland, they may show preference for Swiss Milka chocolate. The variable QUALITY_MILKA describes the rating of respondents on the quality of Milka products. I expect respondents who think Milka products are of high quality, show preference for the Milka bar. PAYMORE_MILKA gives insight in the willingness to pay more for Milka products compared to chocolate of similar quality of a less familiar brand. It seems obvious that respondents, who are willing to pay more for Milka products, choose the Milka bar over the Hershey’s bar. MILKA_FAMILIAR describes how familiar respondents are with the brand Milka. I expect that respondents who are extremely familiar with Milka, will choose Milka consistently over a less familiar brand like Hershey’s. There also tends to be a general conception that women buy more chocolate than men, so this is why also the variable GENDER is included in this analysis. 

The results are below, in table 10. We see that only three independent variables are significant: MILKA_FAMILIAR, PAYMORE_MILKA, and QUALITY_MILKA. These estimates in column ‘B’ describes the relationship between the independent variables and the dependent variable, where the dependent variable (MILKA_HERSHEYS) is on the logit scale. The choices of the respondents are listed in the dataset as zero and one (0=Milka and 1=Hershey’s).
	Variables in the Equation

	
	
	B
	S.E.
	Wald
	Df
	Sig.
	Exp(B)

	Step 1a
	SWITZERLAND_POSITVE
	,511
	,290
	3,103
	1
	,078
	1,668

	
	QUALITY_MILKA
	-,580
	,228
	6,455
	1
	,011
	,560

	
	MILKA_SWITZERLAND
	,083
	,194
	,183
	1
	,669
	1,087

	
	PAYMORE_MILKA
	-,426
	,208
	4,204
	1
	,040
	,653

	
	MILKA_FAMILIAR
	-,959
	,433
	4,901
	1
	,027
	,383

	
	GENDER
	,319
	,481
	,439
	1
	,507
	1,376

	
	Constant
	3,319
	1,659
	4,003
	1
	,045
	27,628

	a. Variable(s) entered on step 1: SWITZERLAND_POSITVE, QUALITY_MILKA, MILKA_SWITZERLAND, PAYMORE_MILKA, MILKA_FAMILIAR, GENDER.



Table 10 Ordinal Regression Analysis with Parameter Estimates (B) and Significances (Sig.) 

These estimates show the amount of increase (or decrease, if the sign of the coefficient is negative) in the predicted log odds of the variable MILKA_HERSHEYS = 1 (0=Milka and 1=Hershey’s). In other words, when the estimates are negative and significant, it is more likely a respondent will choose Milka instead of Hershey’s. Thus, for every of one-unit increase in the score of QUALITY_MILKA expect a 0,580 decrease in the log-odds of MILKA_HERSHEYS, holding all other independent variables constant. 

Like expected, the perceived quality of Milka, the willingness to pay more for Milka products compared to chocolate of similar quality of a less familiar brand, and the rate of familiarity of the brand Milka are significant predictors in this choice model. The higher a respondent scores on these three parameters, the more likely the respondent will choose the Milka chocolate bar. 

Surprisingly, the perceived country image of Switzerland, the perception of Milka being a Swiss brand, and gender do not show any significant relationship in this model. So, that is why I have to reject hypothesis 3. My results do show that if products are labeled with country of origin expressions this indeed leads to more willingness to pay a price premium for this product, but my results show that this effect is caused by the perceived quality, willingness to pay for Milka chocolate compared to chocolate of similar quality of a less familiar brand, and the brand familiarity of Milka, instead of country of origin expressions. 

Three variables, (1) perceived (high) quality, (2) positive brand perception (compared with similar brand), and (3) brand familiarity, create willingness by consumers pay a price premium for a product or brand. In this case it would make sense for Milka to actively emphasize on these three assets of the brand in their marketing campaigns and less on the county of origin. This is probably because 78.0% of all respondents are already aware of Milka’s country of origin. 

Hypothesis 4: There is a positive relationship between country of origin claims in marketing activities and positive brand evaluation by consumers.
Does a positive relationship exist between country of origin claims in advertising and other marketing activities, and general brand evaluation by consumers? When producers in their marketing campaigns do emphasize on the country of origin of their products, I expect consumers to consider the brand evaluation as positive. To test whether	 there is a positive relationship between these two variables I selected six brands. Three chocolate brands and three pesto brands. Three of them do not use their country of origin in their marketing activities which are Nestlé, Côte d’Or, and Kirkland. Bertolli and Milka do actively use and emphasize on their countries of origin. But, the brand Hörrlein this is a German pesto brand, which is made in Germany, with German brand name and image, but on the bottle is stated that it is a ‘Mediterraner’ pesto.  I choose to create a scale to be able to insert the county of origin claims in the statistical analysis. In table 11 on the next page we see the results. A score of COO=0 means that a brand is not using expressions of its country of origin in their marketing campaigns, a score of COO=1 means that a brand does exactly does the opposite. I rated Milka and Bertolli with a score of 1, and Kirkland, Nestlé, and Côte d’Or as 0. For the German pesto brand Hörrlein a special score was assigned. I rated the Hörrlein pesto with a score of 0,5 because of their mixed claims concerning their country of origin, mentioned earlier. Hörrlein claims to be a German product which is ‘Italienisch würzig’. That is in some way conflicting so that is why Hörrlein is rated with a score of 0,5.

	
	Frequency
	Percent
	COO 

	Bertolli
	172
	94,5
	1,0

	Côte d ‘or
	131
	72,0
	0,0

	Nestlé
	119
	65,4
	0,0

	Milka
	166
	91,2
	1,0

	Kirkland
	85
	46,7
	0,0

	Hörrlein
	106
	58,2
	 0,5a


a. German product, brand name and image, but ‘Mediterraner’ pesto
            Table 11 Positive Brand Evaluation and Country of Origin Claims in Marketing Activities
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Figure 10 Scatter plot of the  Regression Between Country of Origin Claims in Marketing Activities and Positive Brand Evaluation by Consumers

In appendix figures R and S we will find all the data that support the results of hypothesis 4. My data, collected through my questionnaire gives me enough support to accept hypothesis 4. My research shows a significant correlation between country of origin claims in marketing activities and positive brand evaluation by consumers. Using single regression analysis, the correlation is 0,862 combined with a R squared of 0,742 with a significance level of 2,7%. This means that there is significant evidence to assume a positive relationship between the usage of the country of origin in marketing activities and a resulting positive brand evaluation by consumers. Thus, this gives strong support for marketers to make effectively use of the country of origin effect to increase the percentage of positive brand evaluation by consumers.

Hypothesis 5: Consumers’ buying intention of a specific brand will be higher when country of origin claims in marketing activities are present.
I expect consumers to value positive country of origin image claims and thus are willing to buy specific brand when country of origin claims in marketing activities are present.  So, is there a positive relationship between country of origin claims in (product) marketing and consumers’ buying intention of that specific product? I tested for this correlation both for chocolate (Milka) and olive oil (Bertolli). First, I asked respondents for their buying intention for the products. In the case of Bertolli, I asked respondents for the probability of buying a product of the brand Bertolli the next time a purchase is made. In the case of Milka, I asked for the number of Milka products bought during the last five chocolate purchases. Next step was to assess the percentage of respondents who will choose Bertolli and Milka over the brand without country of origin claims in marketing activities (Waitrose and respectively Hershey’s). We can find the results in appendix figures T and H. The results are in figures 11 and 12 on the next page. In figure 11 we can see that when the buying intention for Bertolli is 90%, 80% of these respondents chose Bertolli instead of Waitrose olive oil. In figure 12 we see that when a respondent answered that he bought five Milka products during his last chocolate purchases, that all those respondents (100%)  chose Milka instead of Hershey’s chocolate. My results show positive significant correlation between buying intention and the percentage of respondents who chose Bertolli or Milka over the brand without country of origin claims in marketing activities. In table 12 we see the levels of correlation and associated significances.
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Figures 11 & 12 Scatter plot of the  Regression Between Buying Intention and Respondent’s Choice for Products with Country of Origin Claims in Marketing (Bertolli and Milka).
	My results show great significance and relative high correlation between buying intention and the percentage of respondents who choose a product with claims in marketing activities regarding its country of origin. For Bertolli olive oil this correlation is 0,855 with significance of 0,0%. For Milka chocolate this correlation is 0,861 with a significance of 0,8%. 
	
	R Square
	Sig.

	Bertolli
	0,855
	0,0%

	Milka
	0,861
	0,8%





Table 12 R square and Significances (H5)
	My results show that respondents show greater preference for both Bertolli olive oil and Milka chocolate when their buying intention is high. These results are extremely significant and positive. Concluding, my results show enough and significant evidence to accept hypothesis 5. Like expected, consumers seem to be willing to buy a specific product of a brand when country of origin claims in marketing activities are present, which is certainty the case with Bertolli and Milka. Results used in figure 11 and 12 are based on the data stated in appendix figures H and T. Correlations and significances can be found in appendix figures U and V. 

Hypothesis 6: Given both consumers’ brand evaluation and resultant country image are positive, consumers’ buying intention will increase.
Finally, combining a positive brand evaluation and country image I formulated a last hypothesis. Given both consumers’ brand evaluation and country image are positive, I expect that the consumers have greater intention to buy a specific product. To be able to test this relationship, I will use the method of multiple regression. 

To test this hypothesis, I chose the data about the brand Bertolli, because of the number of cases (n=11). This will generate a more accurate regression analysis. I selected 11 different segments out of my data set. Question 20 of the questionnaire is about the buying intention of the a product of the brand Bertolli the next time a purchase will be made. The range was from 0% to 100%. For each segment I checked for the country image of Italy and the overall brand evaluation of Bertolli. In table 13 we see the results.

	Buying Intention
(Bertolli)
	Frequency
	Positive Country Image (Italy)
	Positive Brand Evaluation (Bertolli)

	
	0%
	13
	30,8%
	92,3%

	
	10%
	13
	53,8%
	76,9%

	
	20%
	10
	50,0%
	80,0%

	
	30%
	19
	63,0%
	89,5%

	
	40%
	15
	46,7%
	86,7%

	
	50%
	28
	71,4%
	96,4%

	
	60%
	16
	68,8%
	93,8%

	
	70%
	30
	63,3%
	100,0%

	
	80%
	17
	85,8%
	100,0%

	
	90%
	5
	80,0%
	100,0%

	
	100%
	12
	75,0%
	100,0%

	
	NA
	4
	· 
	· 

	
	Total
	182
	· 
	· 



Table 13 Data About Buying Intention and Brand Evaluation of Bertolli, and County Image of Italy
	Now, it is interesting to see if there is some significant regression between the three variables to test if a positive country image for Italy and brand evaluation for Bertolli will lead to significant effect in buying intention of the brand Bertolli. The results are below and on the next page. Interesting is the high level of significance in the model combined with the relative high R Square of 0,840.

	Model Summary H6

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	,916a
	,840
	,800
	14,85068

	a. Predictors: (Constant), Bertolli_positive, Italy_positive



	ANOVAb H6

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	9235,658
	2
	4617,829
	20,938
	,001a

	
	Residual
	1764,342
	8
	220,543
	
	

	
	Total
	11000,000
	10
	
	
	

	a. Predictors: (Constant), Bertolli_positive, Italy_positive

	b. Dependent Variable: Buying_intention

	
Coefficientsa H6

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	-185,967
	55,882
	
	-3,328
	,010

	
	Italy_positive
	1,184
	,373
	,577
	3,174
	,013

	
	Bertolli_positive
	1,753
	,729
	,437
	2,406
	,043

	a. Dependent Variable: Buying_intention



Figure 13 SPSS-Output for Hypothesis 6, the Regression Between Buying Intention (Bertolli) and Brand Image (Italy) and Brand Evaluation (Bertolli)

	These results of the multiple regression analysis gives me very strong support to accept hypothesis 6, there seem to be a significant positive relationship between brand evaluation (Sig.= 4,3%), country image (Sig.= 1,3%), and in the end buying intention for the brand Bertolli in my research. Concluding, given both consumers’ brand evaluation and country image are positive, results give significant support that respondents have greater intention to buy a product of Bertolli. So, for producers it would make sense to invest in (marketing) activities that can improve the image of their country of origin in general. Besides, and this may be very obvious, it also make significant sense to invest in a brand’s evaluation in the perspective of the consumer.

4. Results

I tested six hypotheses on correlation and significance. Four hypotheses showed significant and positive relationships, two did not. These were the second and third hypothesis. The second hypothesis was about consumers that are willing to pay more for a specific product if they are aware of the country of origin of that product. The results showed not enough evidence to accept the second hypothesis so therefore I had to reject this hypothesis. The same holds for the third hypothesis, I had to reject this hypothesis as well. However, some surprising results occurred during the research about consumers’ willingness to pay a premium for products labeled with country of origin expressions. It seemed that there was not enough evidence to accept this hypothesis, but results did show some other significant correlations. My results showed that if products are labeled with country of origin expressions this does lead to more willingness to pay a price premium for this product, but this effect is caused by  some other variables in the equation than I expected. These variables are the perceived quality, willingness to pay for Milka chocolate compared to chocolate of similar quality of a less familiar brand, and the brand familiarity of Milka, instead of country of origin expressions. Thus, I had to reject the third hypothesis, but I did find some significant variables in the same model that do correlate with the answers by respondents. 

In table 14 we can find a short description of the significances, correlation and type of regression analysis was used during my research and which hypotheses were rejected en which were accepted. 

	Hypothesis
	Acc./Rej.
	Type of Analysis
	Significance
	R2

	H1
	Accepted
	Linear regression
	Sig. = 0,7%
	R Squared = 0,790

	H2
	Rejected
	Linear regression
	Sig. = 19,9%
	R Squared = 0,013

	H3
	Rejected *
	Ordinal regression
	Sig. > 5%
	NA 

	H4
	Accepted
	Linear regression
	Sig. = 2,7%
	R Squared = 0,742

	H5
	Accepted
	Linear regression
	Sig. = 0,0% - 0,8%
	R Squared = 0,855 – 0,861

	H6
	Accepted
	Multiple regression
	Sig. = 1,3% - 4,0%
	R Squared = 0,840


* Three other significant variables were found instead

Table 14 Results of the Research about the Different Hypothesis
4.1 Managerial Implications


Reviewing both the literature review and the statistical research, in this chapter I formulated a general advise for the marketing departments of the multinational corporations. considering my literature review, I think the trend of the so called ‘glocalization’ is a very effective way to produce, market, and adjust fast moving consumer goods (FMCGs) to local circumstances. 

Marketing program standardization is a very important aspect of a global marketing strategy and in the pursuit of similar marketing programs across different countries or markets concerning the product offering, promotion, price and distribution. Global marketers should focus on the right balance between the global managers at the headquarters and the local country managers. Developing one global strategy can enhance performance both directly and indirectly through the centralization of product and non-product decisions. On the other hand, localization of marketing efforts will lead to economies of scope and a sense of uniqueness. Localization of marketing activities applies to multi-domestic markets with heterogeneous preferences and allows a better match between local preferences and needs. So, a combination of both strategies on global and local level, will be the most effective way to maximize sales for multinational corporations. 

	Another implication would be the use of the country of origin in marketing activities. I think that the effect of a country of origin can be very effective. When claims about a brands product is credible, it would be very useful for marketers to use country of origin claims in their marketing activities. But, such claims need to be credible to be effective. People are willing to buy Italian pesto because of their perceptions about Italy and quality. Actively promoting German pesto as being a German product would be not preferred as much as the Italian brand. Thus, using a country of origin in marketing activities can be very effective. But, to assure that such cues in the branding and advertising will be effective, the marketing department of multinational corporations have to carefully select the right product (categories) and a credible way to implement a country of origin in their marketing activities.

All brands have a personality and developing a positive brand personality is of great importance in the process of successfully market and position a brand. Brand personality is very important to create the identity of a brand and to increase likeability by consumers. The goal of the marketing departments of producers of fast moving consumer goods should be the creation of brand awareness and brand personality. Creating positive reinforcement in this field of marketing will lead to high levels of brand evaluation by consumers and thus can increase sales in the long run.

4.2 Limitations & Future Research 


My research has come up with some interesting results, especially concerning the main research question and the six hypothesizes about the branding of Bertolli and Milka regarding their country of origin. However, some limitations have to be made. My data set and number of respondents is relatively small. I managed to interview 194 respondents, but only 182 survived the ‘reliability cut’. Not all respondents completed the online questionnaire or some answers (to open questions) gave an indication that some people filled in the questionnaire at random or showed no consistency in answers to similar (control) questions. Off course, it is always better to interview more people to increase the reliability of your research. 

Second limitation is the mean age of my respondents. In appendix figure B we will find the age distribution of my respondents. Because I used both physical interviews in and around the Erasmus University of Rotterdam and direct mailing trough the mailing application of the digital Blackboard software program and social media, I mainly reached students in the age between 18 and 25 years. So, this may not be a ideal subset of the relevant population in my research. I is true that in normal household the children do not make the actual buying decisions, that will be their parents. But I was not able to reach many parents or older people. This is because this generation is not fully familiar with the modern social media and it would have cost me too much time to interview some more people with the age of 25+. But I opted not to actively interview older people, for example in front of a supermarket. On average, it took a respondent about five minutes to complete the online version of the questionnaire and about seven minutes to complete the printed version. So, to ask people to fill in the questionnaire who are just about to go home after shopping, will scatter my data because those people would not have enough time to fill in my questionnaire in a reliable way. In general, those people are in a hurry, so including these respondents to the data set was not a serious option for me. 

My thesis is about the country of origin effect in the European Union, but my data is collected from respondents with only the Dutch nationality. This may influenced the data and results. In the answers to the question about the first chocolate brands which comes to mind when thinking of chocolate brands,  we see some respondents answering with Dutch brands (like Verkade). So, for future research it would be also very interesting to interview consumers from all over Europe, and not only from The Netherlands.

Another limitation is found in the type of questions about buying behavior, respondents were asked about the probability that next time he/she will buy a specific brand. In general it is known that people are extremely well in predicting their future buying behavior. This type of measurement is used very often in marketing research but as said, this form of questioning about future behavior is a relatively weak form of measurement regarding the generalizability of the collected data.

It would be interesting for future research to perform the same study  on more types of fast moving consumer goods (FMCGs) in different settings. It would be also very interesting to do a research about the actual buying behavior of consumers. Supermarkets like Albert Heijn already do so by making use of their loyalty Bonus program. They collect data every time a customer uses his/her Bonus card and by performing research on that specific data, actual buying patterns and relationships can be revealed. My research is about future behavior and I asked about respondents’ last purchases. It would be far more accurate to use data of actual behavior. Unfortunately and fair enough, such data is confidential and not open for academic research because of the great value of such data. 

It may also be interesting for future research to focus on the difference in buying behavior between women en men. Is it true that women buy more chocolate, and how does this pattern differ from men? In my research I did not focus on this aspect, but there may be some interesting differences in buying patterns and preferences for chocolate. Would it be useful to adjust marketing campaigns to the preferences of women? As a result, it would be interesting for producers  and marketing departments of chocolate brands to conduct a research on this  ‘gender effect’.



4.3 Conclusions


It was my objective to conduct a structured literature review on the current literature available about the existence and applications of the country of origin effect in the European Union and degree of standardization versus localization. By doing this I created a comprehensive overview of the existing literature. What is the best commercial claim the multinational companies can make, which degree of standardization suits best given the situation and nature of product and market, what are the best possibilities for product positioning for different product categories? What possible strategies and options are suitable for multinational corporations to use and based on what kind of information are possible entry decisions and strategies of product positioning made. Also the role of cultural differences is important to develop a successful international marketing strategy. These topics covered in my thesis which all together give a good and well founded answer to my formulated problem statement. How can commercial multinational corporations successfully produce, market, and adjust fast moving consumer goods (FMCGs) to different European markets given the current trends in marketing of internationalization.

After the literature review some interesting data and relationships occurred during my own research. My research about the relationship between brand awareness and consumers’ knowledge of the country of origin of that particular product has shown a positive impact. When consumers show high levels of brand awareness of a specific brand, they are more likely to know the actual country of origin of that brand. 

My research also showed that if products are labeled with country of origin labels this will lead to consumers’ willingness to pay a higher price for this product. But, this effect is not caused by the presence of country of origin labels or expressions in marketing activities. Instead, this willingness to pay a price premium for products labeled with country of origin expressions is caused by three other variables: perceived (high) quality of the product, willingness to pay for a well-know brand compared to a brand of similar quality but less familiar, and brand (high) familiarity.

Next, a positive relationship between the usage of the country of origin in marketing activities and resulting positive brand evaluations by consumers was revealed during my research. This gives strong support for marketers to make effectively use of the country of origin effect to increase the percentage consumers which positively evaluate a brand.

Like expected, consumers seem to be willing to buy a specific product of a brand when country of origin claims in marketing activities are present, which is certainty the case with Bertolli and Milka. This gives strong support that making use of your country of origin in marketing activities will have a positive effect on the outcome of buying decisions by consumers when you give them a choice between different brands. Consumers are more likely to choose a brand with country of origin expressions over brand without. This may be because of the perceive quality of a product with such country of origin labels, but that is not within the range of my research.

In addition to this, my research showed that there is a positive relationship between (positive) brand evaluation, (positive) country image and in the end (high) buying intention for the brand Bertolli. So, given that both consumers’ brand evaluation and country image are positive, consumers will show greater intention to buy a specific brand. This implies that it would make sense to invest in (marketing) activities that improve the image of a country of origin in general and at the same time make investments in the evaluation of a brand by consumers.

In my research I was not able to find some significant data to prove that there is correlation between the willingness of consumers to pay more for a brand, given that those consumers are aware of the country of origin of that brand. So, no significant data was found during my research to support the hypothesis that consumers are willing to pay for a specific brand, if they are aware of the country of origin of that brand. 
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7.2 SPSS Output

	GENDER

	
	
	Frequency
	Percent

	Male
Female
Total
	110
	60,4

	
	72
	39,6

	
	182
	100,0
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Figure A Distribution of Male and Female Respondents 
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Figure B Distribution of Age Combined with Gender of Respondents 

[image: ]
Figure C What is the first company that comes to mind when you think of chocolate brands?

MILKA_FAMILIAR
	
	Frequency
	Percent
	Cumulative Percent

	Never Heard of
	0
	0
	0

	Heard of, but never buy it
	48
	26,4
	26,4

	Buy it occasionally
	111
	61,0
	87,4

	Buy it on regular base
	23
	12,6
	100,0

	Total
	182
	100,0
	



Figure D How familiar are you with the brand Milka?

	
BRAND

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Albert Heijn
	1
	,5
	,5
	,5

	
	Bros
	1
	,5
	,5
	1,1

	
	Cadbury
	2
	1,1
	1,1
	2,2

	
	Côte d`Or
	29
	15,9
	15,9
	18,1

	
	Dove
	2
	1,1
	1,1
	19,2

	
	Droste
	7
	3,8
	3,8
	23,1

	
	Duo Penotti
	1
	,5
	,5
	23,6

	
	Ferrero Rocher
	1
	,5
	,5
	24,2

	
	Leonidas
	1
	,5
	,5
	24,7

	
	Lindt
	2
	1,1
	1,1
	25,8

	
	M&M
	6
	3,3
	3,3
	29,1

	
	Mars
	12
	6,6
	6,6
	35,7

	
	Merci
	3
	1,6
	1,6
	37,4

	
	Milka
	58
	31,9
	31,9
	69,2

	
	Nestlé
	14
	7,7
	7,7
	76,9

	
	Rittersport
	3
	1,6
	1,6
	78,6

	
	Toblerone
	1
	,5
	,5
	79,1

	
	Tony Chocolony
	4
	2,2
	2,2
	81,3

	
	Twix
	1
	,5
	,5
	81,9

	
	Verkade
	33
	18,1
	18,1
	100,0

	
	Total
	182
	100,0
	100,0
	



Figure E List of Frequencies used in Figure C
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Figure F Which of these Milka products are you aware of?
[image: ]
Figure G Where have you seen advertisements for Milka?
	
              LASTBUY_NUMBER
	
	

	
	
	Frequency
	Percent
	N of Milka purchases
	Percent

	
	0
	85
	46,7
	62/85
	72,9

	
	1
	44
	24,2
	39/44
	88,6

	
	2
	23
	12,6
	20/23
	87,0

	
	3
	14
	7,7
	13/14
	92,9

	
	4
	5
	2,7
	5/5
	100,0

	
	5
	5
	2,7
	5/5
	100,0

	
	NA
	6
	3,3
	-
	-

	
	Total
	182
	100,0
	-
	-



Figure H Of your last five chocolate purchases, how many were Milka products? ( Data about preferences for Milka products over Hershey’s products was added)

QUALITY_MILKA
	
	Frequency
	Percent

	1 (very low)
	1
	,5

	2
	2
	1,1

	3
	2
	1,1

	4 (average)
	23
	12,6

	5
	53
	29,1

	6
	79
	43,4

	7 (very high)
	22
	12,1

	Total
	182
	100,0



Figure I Overall, how would you rate the quality of Milka Products?
	
Correlations H1

	
	
	BRAND_AWARENESS
	CONSUMERS_KNOWLEDGE_OF_COO_MILKA

	BRAND_AWARENESS
	Pearson Correlation
	1
	,889**

	
	Sig. (2-tailed)
	
	,007

	
	N
	7
	7

	CONSUMERS_KNOWLEDGE_OF_COO_MILKA
	Pearson Correlation
	,889**
	1

	
	Sig. (2-tailed)
	,007
	

	
	N
	7
	7

	**. Correlation is significant at the 0.01 level (2-tailed).



	Model Summary H1

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	,889a
	,790
	,748
	2,9621

	a. Predictors: (Constant), BRAND_AWARENESS

	ANOVAb H1

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	165,383
	1
	165,383
	18,849
	,007a

	
	Residual
	43,871
	5
	8,774
	
	

	
	Total
	209,254
	6
	
	
	

	a. Predictors: (Constant), BRAND_AWARENESS

	b. Dependent Variable: CONSUMERS_KNOWLEDGE_OF_COO_MILKA

	Coefficientsa H1

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	66,075
	1,778
	
	37,163
	,000

	
	BRAND_AWARENESS
	,493
	,114
	,889
	4,342
	,007

	a. Dependent Variable: CONSUMERS_KNOWLEDGE_OF_COO_MILKA




Figure J SPSS-Output for Hypothesis 1, the Correlation and Regression Between Brand Awareness and Consumers’ Knowledge of the Country of Origin of Milka

	COO_MILKA

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Belgium
	2
	1,1
	1,1
	1,1

	
	France
	2
	1,1
	1,1
	2,2

	
	Austria
	23
	12,6
	12,6
	14,8

	
	The Netherlands
	2
	1,1
	1,1
	15,9

	
	United States	
	1
	,5
	,5
	16,5

	
	Switzerland
	142
	78,0
	78,0
	94,5

	
	Germany
	6
	3,3
	3,3
	97,8

	
	No idea
	2
	1,1
	1,1
	98,9

	
	Other
	2
	1,1
	1,1
	100,0

	
	Total
	182
	100,0
	100,0
	


Figure K What is your first association of the brand of Milka regarding its country of origin? 

	PAYMORE_MILKA

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	1 (No)
2
3 (neutral)
4
5 (yes)
Total
	16
	8,8
	8,8
	8,8

	
	10
	5,5
	5,5
	14,3

	
	30
	16,5
	16,5
	30,8

	
	62
	34,1
	34,1
	64,8

	
	64
	35,2
	35,2
	100,0

	
	182
	100,0
	100,0
	



Figure L Are you willing to pay more for Milka chocolate compared to chocolate of similar quality of a less familiar brand? 
	
MILKA_HERSHEYS

	
	
	Frequency
	Percent
	Valid Percent
	Cum. Percent

	Valid
	Milka 
( €0,95)
	153
	84,1
	84,1
	84,1

	
	Hershey’s (€0,75)
	29
	15,9
	15,9
	100,0

	
	Total
	182
	100,0
	100,0
	


Figure M Which chocolate bar (100 grams milk chocolate) would you choose/buy?
	SWITZERLAND_POSITVE

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Totally agree
Agree
Neutral
Disagree
Totally Disagree
Total
	56
	30,8
	30,8
	30,8

	
	98
	53,8
	53,8
	84,6

	
	21
	11,5
	11,5
	96,2

	
	6
	3,3
	3,3
	99,5

	
	1
	,5
	,5
	100,0

	
	182
	100,0
	100,0
	


Figure N In my opinion Switzerland has a positive country image.


	COO_MILKA * PAYMORE_MILKA Crosstabulation

	Count

	
	
	Are you willing to pay more for Milka chocolate compared to chocolate of similar quality of a less familiar brand
	Total

	
	
	1 = no
	2
	3 = neutral
	4
	5 = yes
	

	What is your first association of the brand of Milka regarding its country of origin?
	Belgium
	1
	0
	1
	0
	0
	2

	
	France
	0
	0
	0
	2
	0
	2

	
	Austria
	2
	1
	6
	8
	6
	23

	
	The Netherlands
	0
	0
	2
	0
	0
	2

	
	USA
	0
	0
	0
	1
	0
	1

	
	Switzerland
	13
	7
	21
	49
	52
	142

	
	Luxembourg
	0
	0
	0
	0
	0
	0

	
	Germany
	0
	0
	0
	1
	5
	6

	
	No idea
	0
	1
	0
	1
	0
	2

	
	Other
	0
	1
	0
	0
	1
	2

	Total
	16
	10
	30
	62
	64
	182

	Figure O Crosstab of the Country of Origin and the Willingness to Pay More for Milka Chocolate Bars (Q9+10)






	Model Summary H2

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	,116a
	,013
	,008
	1,381

	a. Predictors: (Constant), PAYMORE_MILKA_ WILLINGNESS




	ANOVAb H2

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	4,684
	1
	4,684
	2,455
	,119a

	
	Residual
	343,382
	180
	1,908
	
	

	
	Total
	348,066
	181
	
	
	

	a. Predictors: (Constant), PAYMORE_MILKA_WILLINGNESS

	b. Dependent Variable: COO_MILKA




	Coefficientsa H2

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	5,137
	,336
	
	15,308
	,000

	
	PAYMORE_MILKA
	,131
	,084
	,116
	1,567
	,119

	a. Dependent Variable: COO_MILKA



Figure P SPSS-Output for Hypothesis 2, the Regression Between The Country of Origin and Consumers’ Willingness to pay a Price Premium for Milka Products. 








	
MILKA_SWITZERLAND

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	totally agree
	56
	30,8
	30,8
	30,8

	
	Agree
	72
	39,6
	39,6
	70,3

	
	Neutral
	24
	13,2
	13,2
	83,5

	
	Disagree
	20
	11,0
	11,0
	94,5

	
	totally disagree
	10
	5,5
	5,5
	100,0

	
	Total
	182
	100,0
	100,0
	


Figure Q In my perception Milka is a Swiss brand.

BRAND_EVALUATION
	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent
	COO Claim

	Bertolli
	Positive
	172
	94,5
	94,5
	94,5
	1

	
	Negative
	10
	5,5
	5,5
	100,0
	

	Côte d ‘or    
	Positive
	131
	72,0
	72,0
	72,0
	0

	
	Negative
	51
	28,0
	28,0
	100,0
	

	Nestlé          
	Positive
	119
	65,4
	65,4
	65,4
	0

	
	Negative
	63
	34,6
	34,6
	100,0
	

	Milka           
	Positive
	166
	91,2
	91,2
	                    91,2
	1

	
	Negative
	16
	8,8
	8,8
	                  100,0
	

	Kirkland
	Positive
	85
	46,7
	46,7
	46,7
	0

	
	Negative
	97
	53,3
	53,3
	100,0
	

	Hörrlein
	Positive
	106
	58,2
	58,2
	58,2
	0,5a

	
	Negative
	76
	41,8
	41,8
	100,0
	


a. German product, brand name and image, but ‘Mediterraner’ pesto
Figure R Brand Evaluation and Country of Origin Claims in Marketing Activities




	Model Summaryb H4

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	,862a
	,742
	,678
	10,02061

	a. Predictors: (Constant), COO_SCORE

	b. Dependent Variable: POSITIVE_BRAND_EVALUATION

	
ANOVAb H4

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	1156,563
	1
	1156,563
	11,518
	,027a

	
	Residual
	401,650
	4
	100,413
	
	

	
	Total
	1558,213
	5
	
	
	

	a. Predictors: (Constant), COO_SCORE

	b. Dependent Variable: POSITIVE_BRAND_EVALUATION



	Coefficientsa H4

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	60,276
	5,582
	
	10,798
	,000

	
	VAR00008
	30,938
	9,116
	,862
	3,394
	,027

	a. Dependent Variable: POSITIVE_BRAND_EVALUATION



Figure S SPSS-Output for Hypothesis 4, the Regression Between Country of Origin Claims in Marketing Activities and Positive Brand Evaluation by Consumers



	BUYBERTOLLI_NEXTTIME

	
	
	Frequency
	Percent
	N of Bertolli purchases
	Percent

	Valid
	0%
	13
	7,1
	4/13
	30,8

	
	10%
	13
	7,1
	6/13
	46,2

	
	20%
	10
	5,5
	5/10
	50,0

	
	30%
	19
	10,4
	7/19
	36,8

	
	40%
	15
	8,2
	8/15
	53,3

	
	50%
	28
	15,4
	16/28
	57,1

	
	60%
	16
	8,8
	14/16
	87,5

	
	70%
	30
	16,5
	24/30
	80,0

	
	80%
	17
	9,3
	15/17
	88,2

	
	90%
	5
	2,7
	4/5
	80,0

	
	100%
	12
	6,6
	12/12
	100,0

	
	NA
	4
	2,2
	
	

	
	Total
	182
	100,0
	
	



Figure T Percentage of Buying Intention (Bertolli) and Number of Respondents Choosing Bertolli Olive Oil over Waitrose Oil.

	Model Summary H5

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	,924a
	,855
	,838
	9,39283

	a. Predictors: (Constant), Buy.Intention

	
ANOVAb H5

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	4665,718
	1
	4665,718
	52,884
	,000a

	
	Residual
	794,028
	9
	88,225
	
	

	
	Total
	5459,745
	10
	
	
	

	a. Predictors: (Constant), Buy.Intention

	b. Dependent Variable: Percentage Bertolli

	

Coefficientsa H5

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	31,973
	5,298
	
	6,035
	,000

	
	Buy.Intention
	,651
	,090
	,924
	7,272
	,000

	a. Dependent Variable: Percentage Bertolli



Figure U SPSS-Output for Hypothesis 5, the Regression Between Buying Intention (Bertolli) and Percentage of Respondents Who Choose Bertolli over Waitrose

	Model Summary H5

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	,928a
	,861
	,826
	,781

	a. Predictors: (Constant), Percentage_milka

	
ANOVAb H5

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	15,059
	1
	15,059
	24,675
	,008a

	
	Residual
	2,441
	4
	,610
	
	

	
	Total
	17,500
	5
	
	
	

	a. Predictors: (Constant), Percentage_milka

	b. Dependent Variable: Number

	
Coefficientsa H5

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	-12,979
	3,132
	
	-4,143
	,014

	
	Percentage_milka
	,172
	,035
	,928
	4,967
	,008

	a. Dependent Variable: Number



Figure V SPSS-Output for Hypothesis 5, the Regression Between Buying Intention (Milka) and Percentage of Respondents Who Choose Milka over Hershey’s.
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Masterthesis Michiel Otten /{2’/ ‘j .

Vragenlijst - Questionnaire

1) Geslacht / Gender Man (Male) / Vrouw (Female)

2) Leeftijd /Age Jaar / Years

3) Wat is de eerste merknaam die in u opkomt als u denkt aan chocolademerken? What is the first
brand name that comes to mind when you think of chocolate brands?
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4) Hoe bekend bent u met het merk Milka? (How familiar are you with the brand Milka?)

] Nooit van gehoord / Never heard of = Ga naar vraag 10 / go to question 10
[J Wel van gehoord, maar koop het nooit / Heard of, but never buy it
] Koop het soms / Buy it occasionally

[ Koop het regelmatig / Buy it on regular basis

5) Waar heeft u wel eens advertenties gezien van Milka? (Where have you seen advertisements for
Milka?)

L1 Tijdschriften / Magazines O 1v

1 Online [ Openbaar vervoer / Public Transport
L] Billboards L] Niet gezien / Not seen

O Kranten / Newspapers L1 ANdErs / Other e eeeeeeeeeeeseeeeeeereserean
[1 Radio

6) Van welke Milka-producten bent u zich bewust van het bestaan? (Which of these Milka products
are you aware of?)

[ Milka Hele Hazelnoten / Hazelnuts 1 Milka Melo Cakes
1 Milka Daim ] Milka Choco Swing
L] Milka (Crispy) Snax [ Milka Triolade
] Milka Chocolade Tabletten / [0 Geen/ None
Chocolate bars
L1 ANdErs / Other . eeeeeeeseeeeeeeeeeeerean.

1 Milka Amavel

7) Van uw laatste vijf aankopen van chocoladeproducten, hoeveel daarvan waren Milka
producten? (Of your last five chocolate purchases, how many were Milka products?)

0 1 2 3 4 5 Nvt/NA

8) Hoe zou u in het algemeen de kwaliteit van Milka producten waarderen? (Overall, how would
you rate the quality of Milka Products?)

1 2 3 4 5 6 7
(very low) (average) (very high)
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9) Wat is uw eerste associatie met het merk Milka met betrekking tot het land van herkomst?
Slechts één optie mogelijk. (What is your first association of the brand of Milka regarding its

country of origin? Please tick only one box.)

Belgié / Belgium

Frankrijk / France

Oostenrijk / Austria
Nederland / The Netherlands

Verenigde Staten / United States

Zwitserland / Switzerland
Luxemburg / Luxembourg
Duitsland / Germany

Geen idee / No idea

Ol
Ol
O
O
O
]
]
]
]
]

10) Bent u bereid om meer te betalen voor Milka Chocolade in vergelijking tot chocolade van
dezelfde kwaliteit van een minder bekend merk? (Are you willing to pay more for Milka chocolate
compared to chocolate of similar quality of a less familiar brand?)

1 2 3 4 5
Nee Neutraal Ja
(No) (Neutral) (Yes)

11) Welke chocoladereep (100 gram melkchocolade) zou u kiezen/kopen? (Which chocolate bar
(100 grams milk chocolate) would you choose/buy?)

[ milka €0,95 L] Hershey’s € 0,75

HERSHEY'S

Milk Chocolate
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12) Wat is uw eerste associatie met het merk Bertolli met betrekking tot het land van herkomst?
Slechts één optie mogelijk. (What is your first association of the brand of Bertolli regarding its
country of origin? Please tick only one box.)

Spanje / Spain

Frankrijk / France

Italie / Italy
Nederland / The Netherlands

BERTOLLIL

Griekenland / Greece

Portugal / Portugal

O 0O 00o0ao0oao

Verenigd Koninkrijk / United Kingdom
[ Verenigde Staten / United States

] Geen idee / No idea

Geef van de onderstaande stellingen weer in welke mate u het eens of oneens bent met de
betreffende stelling. (Considering the following statements please give an indication of how much
you agree or disagree with each of the statements.)

Er zijn vele dimensies die het imago van een land bepalen. Reputatie, prestige, status, populariteit,

betrouwbaarheid, status van de economie, vakmanschap, prijsniveau, kwaliteit en servicegerichtheid
zijn daar enkele voorbeelden van. (There are many dimensions determining a country’s image,
reputation, prestige, status, popularity, reliability, economy, workmanship, prices, quality, and
serviceability are several examples.)

13) Het land Italié heeft naar mijn mening een positief imago. (In my opinion Italy has a positive
country image).

1 2 3 4 5
volledig oneens oneens neutraal eens volledig eens
(totally disagree) (disagree) (neutral) (agree) (totally agree)
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14) Het land Zwitserland heeft naar mijn mening een positief imago. (In my opinion Switzerland
has a positive country image.)

1 2 3 4 5
volledig oneens oneens neutraal eens volledig eens
(totally disagree) (disagree) (neutral) (agree) (totally agree)

15) Ik beschouw Bertolli als een Italiaans merk. (In my perception Bertolli is an Italian brand.)

1 2 3 4 5
volledig oneens oneens neutraal eens volledig eens
(totally disagree) (disagree) (neutral) (agree) (totally agree)

16) Ik beschouw Milka als een Zwitsers merk. (In my perception Milka is an Swiss brand.)

1 2 3 4 5
volledig oneens oneens neutraal eens volledig eens
(totally disagree) (disagree) (neutral) (agree) (totally agree)

17) Welke fles olijfolie (1 liter) zou u kiezen/kopen? (Which bottle olive oil (1L) would you
choose/buy?)

] Bertolli € 5,99 ] waitrose € 4,99

essential
Waitrose®
i |
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18) Welke onderstaande kenmerken zijn volgens u van toepassing op het merk Bertolli? Meerdere
opties mogelijk. (Which of the following characteristics do you apply to the brand Bertolli? Multiple
options possible)

O

O O

O O oo d

O

Italiaanse uitstraling / Italian image
Goede kwaliteit / Good quality

Smaakt hetzelfde als andere merken /
same taste as other brands

Zware fles / heavy bottle

Hoge prijs / high price

Mooie fles / nice bottle
Bijzondere smaak / special taste

Bulk/massa product / bulk/mass
product

Mooi etiket / nice product label

Ambachtelijke uitstraling / traditional
image

Geen bijzondere smaak / no special
taste

Lekkere geur / nice aroma

Slechte prijs-kwaliteitsverhouding / no
value for money

Geen bijzonder merk / not a very
special brand

19) Waardeert u het merk Bertolli over het algemeen meer positief of negatief? (Overall, is your

brand evaluation of the brand Bertolli positive of negative?)

] Positief / Positive

O] Negatief / Negative

20) Hoe groot is de kans dat u de volgende keer een product van Bertolli aanschaft? (What is the

probability that next time you will buy a product of the brand Bertolli?)

0%

10 % 20%

60% 70 % 80%
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21) Welk product prefereert u, stel dat prijs en kwaliteit hetzelfde zijn? (Which product do you
prefer, suppose that price and quality are similar.)

[ Kirkland (USA) L] Horrlein (Duisland / Germany)

[ Bertolli (Italié / Italy) [J Geen voorkeur / No preference

fresh basil \
ILICO, FORMAGG! [TALIANL 4':
PINOLI & FAGIOUNI
{

22) Wat is uw eerste associatie met het merk COTE D’OR met betrekking tot het land van
herkomst? (What is your first association of the brand of COTE D’OR regarding its country of
origin?

COTE D'OR
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23) Waardeert u het merk COTE D’OR over het algemeen meer positief of negatief? (Overall, is
your brand evaluation of the brand COTE D’OR positive of negative?)

] Positief / Positive ] Negatief / Negative

24) Waardeert u het merk Milka over het algemeen meer positief of negatief? (Overall, is your
brand evaluation of the brand Milka positive of negative?)

[ Positief / Positive [0 Negatief / Negative

25) Waardeert u het merk Nestlé over het algemeen meer positief of negatief? (Overall, is your
brand evaluation of the brand Nestlé positive of negative?)

L] Positief / Positive ] Negatief / Negative

26) Waardeert u het merk Kirkland over het algemeen meer positief of negatief? (Overall, is your
brand evaluation of the brand Kirkland positive of negative?)

] Positief / Positive O Negatief / Negative

27) Waardeert u het merk Horrlein over het algemeen meer positief of negatief? (Overall, is your
brand evaluation of the brand Hérrlein positive of negative?)

] Positief / Positive O] Negatief / Negative

Heel erg bedankt voor het invullen van deze vragenlijst!

Thank you very much for filling in this questionnaire!
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