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In this new volume, I am very pleased to 

present to you a total of seven manuscripts on 

different aspects of European marketing from a 

cross-national and cross-cultural perspectives. A 

wide variety of papers are presented by authors 

of European origin as well as those from outside 

of Europe who have a keen interest in European 

marketing issues. There is one unifying theme 

ingrained in all of the articles- that is increasing 

importance of Europe in a globalizing world. 

Some authors term this as a Europe factor. All 

of the predictions for the future is that new Eu-

rope will gain increased prominence through 

inter and intra trade in major industries. 

Although humor is extensively used as an 

advertising device in many countries, the ques-

tion of whether humor is evaluated differently 

across cultures has not been answered appropri-

ately yet. While some authors argue that humor 

is a “cultural universal”, others suggest that hu-

mor has universal (e.g., sense of humor) as well 

as cultural-specific (e.g., expression and percep-

tion of different humor types) characteristics. 

Yet, the discussion lacks empirical evidence.  

To date, the effectiveness of humor has not 

been analyzed in a cross-cultural setting. To fill 

this void, Muller et al integrate the type of hu-

mor in the well-established attitude toward the 

ad-model of humor. The authors propose that 

the core model (perceived level of humor  

attitude toward the ad  attitude toward the 

brand) is culturally invariant while the extended 

part of the model (type of humor  perceived 

level of humor) is assumed to be culturally vari-

ant.  

To test their research questions, the authors 

conducted an experiment with three fictitious 

print ads (aggressive humor, nonsense humor, 

no humor). 257 Russian and German respon-

dents are surveyed. They choose Russia and 

Germany to test the suggested model as these 

two countries differ significantly with respect to 

the two GLOBE-dimensions perfor-mance ori-

entation and in-group collectivism, which are 

assumed to interact with type of humor on per-

ceived level of humor.  

The study results show that culture (in-group 

collectivism, performance orientation) mode-

rates the relation between humor type (aggres-

sive, nonsense) and perceived level of humor 

while the influence of perceived level of humor 

on attitudes toward the ad  and the brand is cul-

turally stable.  

The research by Dabic et al. examines the 

effects of foreign direct investment (FDI) in 

emerging European economies and poses a new 

call for research. Although the question of FDI 

effects has received extensive attention in the 

current literature, changing conditions in Europe 

make this area of study ripe for additional inves-

tigation. To make that case, this research com-

pared a previously planned (command) econo-

my of Croatia with a traditionally free-market 

economy -Turkey) and discovered three im-

portant outcomes.  

The goals and expected outcomes of estab-

lished firms in the European FDI market are 

subject to significant variance.  Firms must find 

ways to exploit global cycles of economic insta-

bility, political volatility, and stagnation while 
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defining strategic goals and expectations for an 

FDI. 

The changes in economic conditions in 

emerging European economies, particularly 

formerly planned economy nations, require ad-

ditional research. Firms need more infor-mation 

to help pinpoint when and where to enter the 

best global locations not only for the benefit of 

stakeholders, but for the long-term benefit of 

economic transactions in general. 

Perhaps most importantly, from a public 

policy standpoint, governments should think 

deeper about the fit of an FDI to their economic 

environment. Generally, more FDI is better, but 

while “low-performing economies” need FDI to 

initiate the restructuring that improves their 

competitiveness, not all emerging markets need 

the same FDI. If new entry cuts existing local 

employment-the foreign investment could have 

a negative implication. Governance of who, 

when, and where is vitally important to FDI and 

host country success. 

Many corporate enterprises use customer re-

lationship management (CRM) techniques to 

manage customer information in order to attain 

competitive advantage. The purpose of the study 

by Hartland et al. was to understand how small 

to medium enterprises (SMEs) in the Danish 

conference sector manage and build customer 

relationships and to investigate the extent to 

which they were prepared to adopt a 360-degree 

view when pursuing a customer relationship 

management approach.  

The study investigated four SMEs operating 

in the conference sector in Denmark using a tri-

angulated case study methodology as advocated 

by Yin (2009). This partly contri-buted to the 

validity of the findings but was also reinforced 

by using a qualitative approach undertaken in a 

rigorous way in order to generate themes, identi-

fy issues and explore discourses. The justifica-

tion of using the conference sector as an exem-

plar, and the rationale for the study being based 

on the selected four firms, was according to the 

fact that the sector was appropriate because of 

the nature of the inter-firm relationships.  

As argued by CRM advocates (CRMGURU, 

2004) issues such as education and knowledge 

relating to the competitive advantages CRM and 

a 360-degree approach could provide for SMEs 

were strong factors and a possible reason why 

SMEs had been slow in achieving a 360-degree 

approach. 

The literature pointed towards very limited 

evidence to claim any indications about SMEs 

being fully prepared to adopt a 360-degree view 

approach. The empirical findings illustrated 

more conviction indicating the view that SMEs 

in the Danish conference sector were in the pro-

cess of adopting a CRM approach and focusing 

increasingly on establishing a 360-degree view 

for each customer. Analysis of the findings 

showed that SMEs were still very slow in the 

development process due to educational, finan-

cial and organizational barriers/challenges, and 

although using multiple channels and possible 

touch points to approach individual customers, 

they appeared to be not fully prepared to adopt a 

360-degree view at this present time. 

The benefit of a 360-degree view is unique 

customer information collected through a num-

ber of integrated channels and converted into 

valuable insights based on thorough analysis of 

past customer purchases across all channels. In 

terms of originality/value the paper indicates 

that although SME’s in the sector focus increas-

ingly on building and managing individual cus-

tomer relationships, they appear not to be fully 

prepared to achieve a 360-degree view. 

As an international marketing tool, the In-

ternet presents a powerful means by which to 

efficiently and effectively reach customers 

worldwide. Consequently, there is a need to un-

derstand what factors may differ across cultures 

in how potential customers may adopt technolo-

gy. It has already been established that culture 

does influence a user’s perception of  

IT innovations (e.g., Chiu, Fang, & Tseng, 

2010; Jarvenpaa, Tractinsky, Saarinen, & 

Vitale, 1999; Robichaux, & Cooper, 1998; 

Straub, Keil, & Brenner, 1997) and that the 

acceptance rate of such technologies can vary 
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across national settings (e.g., Thornton & 

Marche, 2003). The adoption of the Internet, as 

a particular type of IT, to make purchases is also 

likely to vary according to various factors 

(McCoy, Galletta, & King, 2007; Singh, Fassott, 

Chao, & Hoffmann, 2006), including culture 

(Van Slyke, Lou, Belanger, & Sridhar, 2010).  

The Internet’s dynamic nature and tendency to 

be influenced by such factors as culture, 

perception of risk, and experience warrant 

additional research into consumers’ online 

purchase intentions. 

Not only is Internet technology itself 

challenging because of its complex and dynamic 

nature, but the acceptance and presence of 

Internet technology in a particular country may 

differ as a result of cultural influences. One 

method of explaining as to how technologies are 

adopted that is often cited is the Technology 

Acceptance Model (TAM) first proposed by 

Davis (1989). The TAM implies that the 

perceived usefulness and perceived ease of use 

of a technology will influence attitudes towards 

its use. Since the TAM may not apply to all 

international settings, McCoy, Galletta, and 

King (2007) warn that caution and rigorous 

testing should be exercised when applying it in 

multi-cultural contexts. Equally relevant to how 

the acceptance and adoption of a technology is 

influenced by its diffusion as an innovation is 

the work of Rogers (1983). According to 

Rogers, the rate of adoption of an innovation 

was based on the user’s perception of the 

innovation’s attributes, i.e. “in the eye of the 

beholder” (1983, p. 212). Rogers (1983) then 

posited five attributes or characteristics of an 

innovation that appeal to the perception of the 

user to make it distinct from previous 

technologies: relative advantage, compatibility, 

complexity, trialability, and observability. 

A survey questionnaire was constructed by 

David B. Kuhlmeier to collect primary data 

from consumers in the USA and France 

regarding their use of the Internet, perceptions 

of risk, and online purchase intentions. Based on 

344 usable responses (193 in France and 151 in 

the USA), findings revealed that how often one 

uses the Internet is negatively and significantly 

related to Perceived Risk in the French sample, 

but not in the U.S. sample. Results also 

suggested that how long one has been using the 

Internet is negatively and significantly related  

to perceived risk in the U.S. sample, but not in 

the French  sample.  Finally, perceived risk of 

Internet-based purchases is significantly and 

negatively associated  purchase intention in both 

the French and U.S. samples. 

Notably, findings as to what influences 

perceived risk of the Internet are different 

between the two countries. The fact that length 

of use in France has an influence on risk is 

discussed in relation to France’s previous 

adoption of the Minitel system and how it might 

influence its adoption of the Internet.    These 

findings suggest that antecedents and use of the 

Internet to make purchases vary cross 

nationally.  They also suggest that managers 

need to adapt their online strategies according to 

each international market. 

Although many global companies design a 

global marketing mix for their products and ser-

vices, consumers’ perception of a brand can be 

quite different in international markets. 

The first purpose of the research by Cleff et 

al was to analyse whether brand awareness and 

brand image for the same brand differ between 

international markets. Therefore the iPod brand 

has been analysed in Mexico and in Germany 

through a sample of a total of 722 students in 

both countries during May and June 2009.  Ac-

cording to the results, awareness and image of 

the iPod were different in the two countries: 

Brand recall of the iPod is higher among 

Mexicans (78%) than in Germans (62%). Also, 

the brand iPod is more highly regarded in Mexi-

co than in Germany and in most attributes Mex-

icans have a better brand image of iPod than 

Germans (regarding brand attitude, functional 

and emotional brand associations, brand person-

ality).  The second purpose of this research was 

to examine which influencing factors drive these 

brand image differences. It was discovered that 
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satisfaction, usage rate and purchase influence 

(recommendation and ownership) are the most 

important factors with an impact on brand im-

age perception. The findings suggest that due to 

the significant brand image differences driven 

by various influencing factors, a standardized 

global marketing mix might not do the brand 

differences justice. 

One of the challenges created by global e-

commerce is how to understand markets and 

groups of potential customers on the Internet. 

Misunderstanding consumer preferences can 

cause a successful strategy in one country to fail 

elsewhere. In this light, there may be a need for 

micro marketing to countries as niche markets. 

Although there have been a number of studies 

done on Internet usage and  e-shopping, no such 

study has been undertaken in Eastern Europe 

and especially in Bulgaria and Croatia. The 

research by Loubeau et al. has been undertaken 

with this perspective. Central and Eastern 

Europe (CEE) in general and Bulgaria and 

Croatia specifically are an important context to 

investigate in light of recent social, political and 

cultural changes. These countries have a more 

recent engagement with global consumerism 

and a more recent exposure to internet shopping 

opportunities. As transitional economies, adop-

tion of e-commerce services for them is a 

significant element of economic development. 

Bulgarian and Croatian youth provides 

enormous online buying promise, with the most 

regular online buyers in these two countries 

being millennials (those born between 1977 and 

1990). Based on data acquired from 527 surveys 

distributed among college students, this study 

empirically assessed the factors affecting the 

online purchase among Bulgarian and Croatian 

millennials. The results obtained indicated a 

significant difference in the online shopping 

behavior between the Eastern-European region 

of Bulgaria and Croatia and the rest of the 

world. 

While convenience is reported as the most 

common reason for online shopping worldwide, 

the primary reason Bulgarian and Croatian mil-

lennials shop online is the pursuit of better pric-

es. If we compare Bulgarian and Croatian prices 

to Western-European and US prices we note an 

interesting trend. While the majority of consum-

er prices tend to be significantly higher in West-

ern Europe and US compared to Bulgaria and 

Croatia, there is one exception, i.e. prices of 

brand name products. This finding indicates that 

there seems to be a promising niche market for 

selling brand name products to Bulgarian and 

Croatian youth online. This finding should be of 

value to retailers interested in buying behaviors 

and attitudes of emerging e-commerce markets 

towards products and services. 

In Croatia and Bulgaria “apparel and acces-

sories” is among the most purchased categories 

online. Bulgarian millennials are buying primar-

ily apparel and accessories online while looking 

for better prices. This may be a logical response 

to the higher disparity between Bulgarian and 

Western-European brand-name-apparel prices. 

Another reason may be the limited opportunities 

for purchasing a variety of brand names locally. 

The managerial imply-cations of this finding 

would be to develop marketing strategies and 

solutions for this promising emergent niche 

market. 

While security concerns are reported as a 

major online shopping barrier globally, Eastern-

European millennials are more concerned with 

the inability to see, feel or touch the item online, 

rather than security. One possible explanation is 

the typical youth optimism and feeling of invin-

cibility. This finding can be explained by the 

Bulgarian cash on delivery (COD) method 

which does not require providing personal in-

formation like a credit card number. Online 

payment methods (e.g. credit card payment sys-

tems, digital wallet and stored value payment 

systems), while growing in importance, are still 

not very prevalent in Eastern Europe. This study 

reveals the need for public-policy initiatives to 

educate the Eastern-European youth about 

online security and the risks of non-secure 

online transactions. Such efforts should go hand 

in hand with a broader public policy aimed at 
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improving the digital payment infrastructure to 

ensure further economic development. 

“Audio-video” is among the least purchased 

categories online in Croatia and Bulgaria, which 

deviates significantly from the high popularity 

of this category on a global scale. This may be 

due to the fact that most audio-video is illegally 

acquired in Bulgaria and Croatia. Upon the rec-

ommendation of the International Intellectual 

Property Alliance (IIPA), Bulgaria was added to 

the Special 301 Watch List in 2003. Bulgaria’s 

overall enforcement system against piracy, es-

pecially optical media piracy, continues to be 

ineffective. The findings of this study reveal the 

need of improving the overall public policy 

against illegal audio-video downloads in Eastern 

Europe. 

Generation Y consumers are an influential 

online shopping segment. Understanding the 

similarities and differences among millennials 

in different regions is crucial for both marketing 

theory and practice. The results of this study are 

likely to have wider implications for both the 

research and practice of implementing e-

commerce in the context of developing coun-

tries. 

Consumers use the Internet for many pur-

poses but social gratification is a growing moti-

vation as exemplified by the growth of social 

media. While the increasing usage of the inter-

net for social gratification is better documented 

in developed economies (e.g. email, facebook, 

twitter) the study by Baumgarten and James fo-

cuses on the differences between heavy and 

light users in two European emerging markets, 

Ukraine and Serbia. A sample of 798 respond-

ents was obtained via interviews in Kiev and 

Belgrade. All respondents were computer users 

but only 578 were Internet users. Based on the 

number of hours per week spent on the internet 

in social gratification activities the upper and 

lower thirds were identified as heavy and light 

users. Analyses of differences between these 

two groups tested research propositions with 

respect to demographic and psychographic seg-

men-tation variables. Males, especially those 

with higher education are heavy users, suggest-

ing that these consumers represent a segment 

rich for targeting via social media.  Other find-

ings were idiosyncratic to one country or anoth-

er indicating a crucial role for cultural differ-

ences in these emerging markets. It is interesting 

that opinion leadership and attitudes towards 

risk in Internet shopping did not differentiate 

between light and heavy social gratification as 

motivations for Internet usage. Ukrainians low 

in Consumer Ethnocentrism were heavily moti-

vated by social gratification suggesting that so-

cial media might be particularly useful for mul-

tinationals attempting to penetrate the Ukrainian 

market. 

 

Enjoy reading the journal! 

Erdener Kaynak 

Editor-in-Chief 
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The Effectiveness of Humor in Advertising Cross-cultural 

 Study in Germany and Russia 
 

Stefan Muller 

Stefan Hoffmann 

Uta Schwarz 

Katja Gelbrich 
 

 
ABSTRACT. To date, the effectiveness of humor has not been analyzed appropriately in a cross-

cultural setting. Therefore, the paper examines whether the impact of humor type on perceived level of 

humor, attitude toward the ad, and attitude toward the brand depends on culture. An experiment with 

fictive print ads is conducted. 257 Russian and German respondents are surveyed. The results show 

that culture (in-group collectivism, performance orientation) moderates the relation between humor 

type (aggressive, nonsense) and perceived level of humor while the influence of perceived level of 

humor on attitudes toward the ad and the brand is culturally stable.  

 

KEYWORDS. Humor, advertising effectiveness, cross-cultural comparison 

 

 

INTRODUCTION 

Cross-cultural comparisons have become a 

standard in international marketing research 

(e.g., Nakata & Hung, 2005; Taras, Rowney, & 

Steel, 2009; Yaprak, 2008). Among others, the 

influence of culture on advertising efficacy has 

widely been examined (e.g., Biswas, Hussain, & 

O’Donnell, 2009; Okazaki & Mueller, 2007; 

Sun, & Wang, 2010; Zou, 2005). Within the de-

bate about whether models of consumer behav-

ior are culturally stable or culture-bound (e.g., 

Aaker & Maheswaran, 1997; Durvasula, An-

drews, Lysonski, & Netemeyer, 1993), scholars 

examine if models of advertising efficacy can be 

generalized from one cultural setting to another 

(Okazaki, Taylor, & Doh, 2007). We build on 

this research by analyzing the cross-cultural ef-

fects of humorous advertisements. Although 

humorous advertising is used extensively in 

many countries (e.g., Toncar, 2001), scholars 

have not yet answered the question of whether 
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humor is evaluated differently across cultures. 

Some argue that humor can be used as a tool of 

communication throughout the world (e.g., Ne-

vo, Nevo, & Yin, 2001). Others suggest that on-

ly the sense of humor is panhuman, whereas the 

expression and perception of different humor 

types are culture-bound (Eisend, 2009; Ziv, 

1988). Yet, the discussion lacks empirical evi-

dence. 

The vast majority of cross-cultural studies 

on humorous advertisements are descriptive, 

applying content analysis to examine whether 

the frequencies of humor use and/or different 

humor types vary across cultures (Alden, Hoyer, 

& Lee, 1993; Biswas, Olsen, & Carlet, 1992; 

McCullough & Taylor, 1993; Koudelova & 

Whitelock 2001; Hatzithomas, Boutsouki, & 

Zotos, 2009; Toncar, 2001; Weinberger & 

Spotts, 1989). These studies typically compare 

relatively similar cultures (e.g., US vs. UK). 

Few scholars draw on Hofstede’s (2001) cultur-

al dimensions to select national cultures (Alden, 

Hoyer, & Lee, 1993; Koudelova & Whitelock, 

2001) or offer ex-post explanations of cross-

cultural differences (Toncar, 2001). Unger 

(1995) is the only one to analyze the effective-

ness of humor in advertising across cultures, 

applying countries as a proxy-variable for dif-

ferent cultural settings. Recently, Lee and Lim 

(2008) measured culture on an individual level 

and examined the moderating impact of cultural 

orientation within an intra-cultural study. 

With respect to Finnish and American re-

spondents, Unger (1995) shows that perceived 

humor enhances attitudes toward the ad (Aad), 

which, in turn, improves attitudes toward the 

brand (Abr). Her findings suggest that this mod-

el of humor in persuasion is cross-culturally in-

variant. However, the study is based on conven-

ience samples of two Western cultures, which 

are both industrialized and individualistic. 

Moreover, the type of humor is not considered. 

This drawback is crucial, because the type of 

humor may affect the level of perceived humor, 

depending on the recipients’ cultural back-

ground (Eisend, 2009). For example, Western 

people usually appreciate aggressive humor, 

whereas in relationship-oriented cultures, such 

as Confucian countries, defensive types of hu-

mor seem to be most appropriate (Nevo, Nevo, 

& Yin, 2001). Hence, although humor is univer-

sal, certain types of humor may not be perceived 

as humorous in certain cultures. 

Lee and Lim (2008) show that the effective-

ness of humorous ads depends on how the hu-

morous process (with or without incongruity 

resolution; with or without arousal safety) inter-

acts with the respondent’s cultural orientation 

(uncertainty avoidance and individualism). For 

two reasons, they could not answer the question 

of how culture interacts with these processes. 

First, the study consists of several isolated anal-

yses. Neither different humorous processes nor 

cultural orientations are compared simultane-

ously. Second, the study actually is an intra-

cultural comparison: all respondents are Chinese 

and, thus, only the individual cultural orienta-

tion within one cultural setting is considered. 

To sum up, no cross-cultural study on the ef-

fectiveness of humor in advertising draws on 

cultural theories to systematically select proto-

types of national cultures. Moreover, no study 

incorporates the relationship between type of 

humor and perceived level of humor, which may 

be contingent on culture, into the Aad-model of 

humor (Zhang, 1996a). We fill this void by in-

tegrating type of humor into this model. Using 

culture as a moderator variable, we propose and 

test, that only the core model ‘perceived level of 

humor  attitude toward the ad  attitude to-

ward the brand’ is culturally invariant (figure 1). 

The extended part of the model (i.e., ‘type of 

humor  perceived level of humor’), however, 

is assumed to be culturally variant. We draw on 

House, Javidian, Hanges, and Dorfman’s (2002) 

GLOBE-framework, which seems to be more 

useful for cross-cultural research than other ap-

proaches because of its theoretical foundation 

and actuality (Okazaki & Mueller, 2007). 
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Figure 1: Extended Culture-Contingent Aad-Model Of Humor In Persuasion 

 
 

 

CONCEPTUAL BACKGROUND AND 

HYPOTHESES  

Culturally Invariant Part of the Model 

People across the world are humorous and 

laugh at funny situations (Nevo, Nevo, & Yin, 

2001). Smiling and laughter are physiological 

manifestations of humor observed in any culture 

(Ziv, 1988). These bodily expressions have a 

releasing effect triggering positive emotions 

(Adelmann & Zajonc, 1989).  

To explain the effectiveness of humorous 

advertising, most scholars draw on the Aad-

model (e.g., Zhang, 1996a), which builds on the 

assumption that humorous ads trigger releasing 

laughter and positive emotions (e.g., Gelb & 

Pickett, 1983). These emotions, in turn, foster a 

positive Aad (Zhang & Zinkhan, 2006; Zhang, 

1996b). Due to conditioning processes, attitude 

toward the ad (Aad) serves as a mediator of atti-

tude toward the product/brand (Abr) and of pur-

chase intention (MacKenzie, Lutz, & Belch, 

1986). Hence, we argue cultural invariance for 

the core model  

 

H1. The core model of humor in persuasion 

(‘perceived level of humor  Aad  Abr’) 

is culturally invariant. 

Culturally Variant Part of the Model 

While the sequencing “perceived level of 

humor  Aad  Abr” is well established, this 

model does not explain why an ad is perceived 

as funny. This drawback requires an extension 

of the model because intentionally humorous 

advertising messages will only have the desired 

persuasive effect, if they are actually perceived 

as humorous. Hence, we incorporate type of 

humor as an antecedent to perceived level of 

humor into the Aad-model of humor in persua-

sion as displayed in figure 1. Freud (1963) dis-

tinguished two types of humor: tendentious wit 

(aggressive and sexual humor) and nontenden-

tious wit (nonsense humor). His wide-spread 

approach has been applied and enhanced by 

numerous authors (Goldstein & McGhee, 1973; 

Speck, 1990; McCullough & Taylor, 1993). Ac-

cordingly, we also draw on aggressive humor 

(as a form of tendentious wit) and nonsense hu-

mor (nontendentious wit) in the extended part of 

our model. Aggressive humor involves dispar-

agement in order to enhance the self at the ex-

pense of others. The characters shown in ads are 

criticized, and, thus, the recipient feels superior. 

As criticism is expressed in a playful and ironic 

manner, recipients experience malicious joy (La 

Fave, 1972). Nonsense humor is based on in-

congruity-resolution. It contains incongruent 

messages, which appear to have not the ex-

pected meaning (McCullough & Taylor, 1993). 

To decode the ambivalent message, the recipient 

has to engage in cognitive activity. After having 

recognized the cause of incongruity, tension is 

drained by a releasing laughter (Suls, 1972).  

For two reasons, we assume that what is 

considered funny or amusing differs from cul-

ture to culture. First, certain types of humor may 

attitude 

toward the 
ad

attitude 

toward the 
brand

perceived 

level of 
humor

type of 

humor

cultural

disposition

core model (culturally invariant)extended part of the model (culturally variant) 
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be appropriate for certain situations or people 

within one culture, whereas they are taboos in 

other cultures. Humorous disparagement of 

people in a higher position is well-accepted in 

Western societies, but not in Confucian socie-

ties, where face giving and face taking are cul-

tural standards. Second, members of different 

cultures may prefer certain types of humor. Ital-

ians, for instance, prefer jokes with sexual asso-

ciations, while Germans derive more pleasure 

from humor based on incongruity-resolution 

(Ruch & Forabosco, 1996). Therefore, we sup-

pose that the impact of the type of humor on the 

perceived humorousness of print ads is moder-

ated by culture. 

 

H2. The influence of the type of humor on 

the perceived level of humor is moderated 

by culture. 

To test our assumption, we draw on the 

GLOBE dimensions ‘in-group collectivism’ and 

‘performance orientation’ (House, Hanges, 

Javidian, Dorfman, & Gupta, 2004) because 

they are supposed to moderate the impact of 

type of humor on perceived level of humor. In-

group-collectivism captures the type of relation-

ship between individuals within a society (e.g., 

the degree to which people are affiliated with 

their families and focus on relationships with 

others, rather than on their own individual 

needs). In collectivistic cultures, such as Eastern 

European countries, individual needs are subor-

dinate to group needs. In individualistic cul-

tures, such as Western countries, people are 

more concerned with their individual well-being 

(Gelfand, Bhawuk, Nishii, & Bechtold, 2004). 

Furthermore, to solve problems or unknown sit-

uations they are used to take personal engage-

ment. In order to resolve the incongruity in non-

sense ads, recipients need to consider the am-

biguous situation and to search for explanations. 

Members of individualistic cultures are more 

willing and able to decode contradictory mes-

sages and they feel more joy by resolving in-

congruity, whilst their collectivistic counterparts 

tend to accept ambiguity. Therefore we assume 

the following effect for nonsense-humor ads: 

  

H2a. Nonsense humor in advertising is per-

ceived as more humorous in individualistic 

than in collectivistic cultures.   

 

Performance orientation reflects the extent to 

which a society encourages competition and 

power (Javidan, 2004). In cultures with a low 

performance orientation, it is accepted that peo-

ple differ in their ability to contribute to social 

welfare. Unprivileged members of a society can 

count on empathy and support. Performance 

orientation is likely to affect perceptions of ag-

gressive humor in advertising because this type 

of humor relies on criticizing or denigrating 

others (e.g., politicians, blondes) in an ironic 

and sneering manner (Martin, 2007). We expect 

recipients in cultures with a low performance 

orientation to refrain from such criticism, 

whereas it may be more desirable in perfor-

mance orientated cultures: 

 

H2b. Aggressive humor in advertising is 

perceived as more humorous in cultures with 

a high performance orientation than in cul-

tures with a low performance orientation. 

The core model suggests that the perceived 

level of humor affects Aad and Abr (see H1). 

We assume that the interaction effect between 

type of humor and culture (see H2a and H2b) 

spills over to Aad and Abr (MacKenzie et al., 

1986): 

 

H3a/b. The interaction effect between type 

of humor and culture spills over from per-

ceived level of humor to Aad (a) and Abr 

(b). 

METHOD 

Choice of Cultures and Sampling Method 

We choose Russia and Germany for several 

reasons to test the suggested moderated model 

of the effectiveness of humor in cross-cultural 
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advertising. First, Russia displays the greatest 

cultural distance of all GLOBE-countries to 

Germany (5.46) according to the formula by 

Kogut and Singh (1988). Second, their national 

cultures differ significantly with respect to the 

two GLOBE-dimensions (table 1), which are 

assumed to interact with type of humor on per-

ceived level of humor. We base on the scores 

for practices (“as it is”), instead of the scores for 

values (“as it should be”) because practice 

scores are less prone to social desirability 

(Javidian, 2004). Russia (5.83) scores higher on 

in-group-collectivism than Germany (4.16). The 

mean of all countries is M = 5.12 (SD = .71). 

Similarly, Russia (3.53) scores lower than Ger-

many (4.42) on performance orientation 

(M = 4.08; SD = .38). Third, Russia and Germa-

ny are widely disregarded by cross-cultural ad-

vertising research. Fourth, they represent mar-

kets with a substantial population and purchas-

ing power.  

To assure demographic equivalence of the 

two cultural subsamples (e.g., age and educa-

tion), we collected data from business students 

(Calder, Philipps, & Tybout, 1981). Of course, 

our intention to draw homogeneous subsamples 

restricts external validity, which should be as-

sessed in further research. Subjects were invited 

to participate in an online survey outside of 

class. Altogether, 98 Russian and 159 German 

students completed the questionnaire, which 

constitutes a response rate of 75 % for Russia 

and 60 % for Germany. 71.4 % of the Russian 

subjects and 57.9 % of the German subjects are 

female.  

Treatment 

We employed a 2x3 mixed factorial design with 

culture (Russia, Germany) as the between-

subjects variable, and type of advertising (ag-

gressive humor, nonsense humor, no humor) as 

the within-subjects variable. We exposed each 

respondent to three print ads, which promote a 

fictitious chewing gum brand. In contrast to Un-

ger (1995) and Lee and Lim (2008), who ap-

plied real ads, we developed the ads from 

scratch in order to keep influencing factors (i.e., 

advertised product, tonality etc.) constant across 

the three treatments. Using fictitious brands also 

prevents answer bias that is caused by individu-

al brand awareness and preferences. The ads 

were developed in a series of qualitative pre-

tests, with 21 Russian students and 23 German 

students, so as to ensure that the ads conveyed 

the intended type of humor. In the main study, 

each respondent was exposed to the ads in ran-

domized order. Almost all elements of the ads 

are identical (e.g., typeface, layout, back-

ground). However, the characters represented by 

the advertisement models are different. The fo-

cal theme of the aggressive humor ad is a poor-

ly groomed man. This advertising character ob-

viously completely neglects his appearance, ex-

cept for his teeth – he has a big smile on his 

face, and displays his spotless white teeth. It is 

as if he wishes to demonstrate the perfect condi-

tion of his teeth, he proudly presents a package  

 

TABLE 1: Cultural Orientations of Germany and Russia  

 
Germany 

M 
Russia 

M 
Whole Sample 

M (SD) 

In-group collectivism    

The degree to which people focus on their relationships 
with others rather than on their individual needs. 

4.16 5.83 5.12 (.71) 

Performance Orientation   

The degree to which a society appreciates competition and 
power. 

4.42      3.53          4.08 (.38)    

Notes. Cultural values measured on seven-point rating scales 

 



12 JOURNAL OF EUROMARKETING  

 

of chewing gum. The slogan “The one and only 

for dental hygiene” communicates the extraor-

dinary strong cleaning power of the advertised 

chewing gum. The nonsense humor ad depicts a 

couple kissing each other. The slogan “Ex-

change and collect” has no obvious relation to 

the visual part of the ad. However, recipients 

could resolve this incongruity by realizing that 

the couple is probably exchanging a chewing 

gum when kissing. A non-humorous ad served 

as a control condition. It depicts a woman who 

smiles, exposing her well-brushed teeth.  

        Manipulation check included aggressive-

ness (1 = non-aggressive, 7 = very aggressive) 

and nonsense (1 = makes perfect sense, 

7 = complete nonsense). An RM-ANOVA 

showed that the respondents perceive the ag-

gressive humor ad as significantly more aggres-

sive than the nonsense ad and the non-humorous 

ad (Maggressive = 4.99 vs. Mnonsense = 3.43 vs. 

Mno humor = 3.12, F(2, 251) = 133.33, p < .001). 

Similarly, the nonsense ad was more intensively 

perceived as being nonsense than the aggressive 

ad and the non-humorous ad (Mnonsense = 4.35 vs. 

Maggressive = 3.54 vs. Mno humor = 3.26, F(2, 

251) = 30.98, p < .001).  

Measures  

Perceived level of humor was measured by 

four statements adapted and extended from 

Zhang and Zinkhan (2006) and from Cline, 

Altsech, & Kellaris (2003). Following Unger 

(1995), Aad and Abr were measured by three 

and statements, respectively. Respondents eval-

uated these statements for each ad on seven-

point rating scales (1 = disagree, 7 = agree). 

Back translation ensured the cross-cultural 

equivalence of the measurement instruments 

(Brislin, 1970). All measures, factor loadings 

and the correlation-matrix between the con-

structs are displayed in the Appendix. 

Confound Check  

To rule out group effects, we tested whether 

the two cultural samples differ with respect to 

sense of humor. T-tests indicated no significant 

difference with regard to two items measured on 

seven-point rating scales: “I have a great sense 

of humor” (MRussia = 4.51; MGermany = 4.65; 

t(255) = .91, ns) and “Compared to others, I am 

more humorous” (MRussia = 4.49; MGerma-

ny = 4.35; t(255) = .89, ns).  

To control for confounding effects, we used 

ANOVA to check whether sex or sex x culture 

influence the dependent model variables (per-

ceived level of humor, Aad, Abr) for any of the 

three ads. Neither of the results was significant.  

Course of Analysis  

The core model (H1) was tested using par-

tial least squares (PLS) path modeling (Hair, 

Ringle, & Sarstedt, 2011; Wold, 1982) and the 

software SmartPLS 2.0 (Ringle, Wende, & Will, 

2005). It has been recently demonstrated that 

this approach can feasibly be used in interna-

tional marketing research (Henseler, Ringle, & 

Sinkovics 2009). Moreover, we rely on the par-

tial least squares procedure for estimating latent 

variables as we have to divide the sample of 257 

respondents in two subgroups (Russia: n = 98; 

Germany: n = 159). Compared to covariance-

based structural equation models, PLS is more 

robust for small sample sizes. Since PLS does 

not allow for statistical inference tests for the 

estimated path coefficients, we performed non-

parametric bootstrapping procedure (Davison & 

Hinkley, 1997; Efron & Tibshirani, 1993) with 

500 subsamples each. PLS estimates a path 

model on bases of each sample providing the 

means, standard errors, and confidence intervals 

for the estimates of all parameters. This infor-

mation can be used for statistical inferences 

(e.g., t-tests; Chin 1998; Hair, Ringle, & Sar-

stedt, 2011). Furthermore, this procedure is that 

it is easy to implement and no assumptions 

about the distribution of the population is re-

quired. 

To test the core model’s invariance across 

cultures, we used culture (Russia vs. Germany) 

as a moderating variable. We applied a special 

t-test for analyzing moderator effects within the 

PLS-approach, as suggested by Chin (2000). For 
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this purpose, we first ran bootstrap re-samplings 

for the various groups. Then, t-values were cal-

culated indicating the difference of the paths 

within the two samples, divided by a corrected 

term of a pooled estimator of variance.  

In order to examine if culture moderates the 

relationship between type of humor and percei-

ved level of humor (H2), we conducted an 

ANOVA with type of humor (aggressive humor, 

nonsense humor, no humor) and the interaction 

of humor and culture on perceived level of hu-

mor. Significant interactions would indicate 

cross-cultural variance of the extended model. 

Finally, we ran mediation analysis to test if the 

effect on perceived humor is transferred to Aad 

and Abr (H3). 

RESULTS 

Culturally Invariant Part of the Model  

The PLS analysis shows that the empirical 

data fit the model. Factor loadings exceed the .7 

threshold (see Appendix); Cronbach’s Alpha () 

and composite reliability (CR) exceed the re-

quired levels of   .7 and CR  .6 (table 2). 

The average variance extracted (AVE) is greater 

than .5 (Bagozzi & Yi, 1988). Using the test by 

Fornell and Larcker (1981), we also find support 

of discriminant validity.  

The bootstrapping procedure indicates that 

all path coefficients of the structural model sig-

nificantly differ from zero in all subsamples 

(t(255) > 1.98, p < .05). All R squares of Aad 

and Abr are above R² = .40, with a maximum of 

R² = .66 for Abr for the aggressive humor ad in 

the German sample (figure 2). The lowest value 

is found for Aad for the nonsense humor ad in 

the German sample (R² = .40). Moreover, the Q2 

values associated with the Stone-Geisser-

Criterion are consistently higher than zero (Rus-

sia, aggressive humor: Aad = .61, Abr = .57; 

Russia, nonsense humor: Aad = .77, Abr = .71; 

Germany, aggressive humor: Aad = .73, Abr = 

.48, Germany, nonsense humor: Aad = .75, Abr 

= .70), indicating that the model has predictive 

relevance (Chin, 1998). 

According to Chin’s (2000) formula, all t-

values of the group difference between the two 

cultures are far below the threshold of 

t(255) = 1.98. Thus, moderator analysis yields 

insignificant t-values for the path from per-

ceived level of humor to Aad, both for aggres-

sive humor (t(255) = .95, ns) and nonsense hu-

mor (t(255) = .76, ns). T-values for the path 

 

 

 

TABLE 2: Local Fit Measures of the Measurement Model 

 Russia  Germany  

  CR AVE FL   CR AVE FL 

Aggressive humor          
Perceived level of humor .92 .94 .80 > .8  .93 .97 .88 > .9 
Aad .89 .93 .82 > .8  .94 .96 .89 > .9 
Abr .89 .92 .75 > .7  .96 .95 .82 > .8 

Nonsense humor          
Perceived level of humor .89 .92 .75 > .7  .95 .96 .86 > .9 
Aad .95 .97 .91 > .9  .95 .96 .90 > .9 
Abr .92 .94 .81 > .7  .91 .94 .79 > .7 

Notes. =Cronbach’s alpha, CR=Composite reliability, AVE=Average variance explained, FL=Factor loading 
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FIGURE 2: Results of a PLS Estimation for the Core Aad-Model of Humor in Persuasion  

 
 

from Aad to Abr are also insignificant for ag-

gressive humor (t(255) = .15, ns) and for non-

sense humor, respectively (t(255) = .56, ns). 

Supporting H1, there is no significant difference 

in the core Aad-model of humor in advertising 

between the Russian and the German sample. 

Culturally Variant Part of the Model  

An RM-ANOVA indicates a significant effect 

of type of humor on perceived level of humor 

(F(2, 510) = 69.84, p < .001; η² = .22) as well as 

a significant interaction between type of humor 

and culture on perceived level of humor (F(2, 

510) = 19.65, p < .001; η² = .07), which sup-

ports H2. There is no significant main effect of 

culture on perceived level of humor (F(1, 

510) = .68, p = .411; η² = .003). Follow-up-t-

tests confirm that the perceived level of humor 

differs significantly between Russian and Ger-

man participants for each type of humor (ag-

gressive humor: t(255) = -3.33, p < .001; non-

sense: t(255) = -1.75, p < .05; no humor: 

t(255) = -5.68, p < .001, one-tailed). Figure 3 

indicates that German respondents perceive both 

the aggressive humor ad and the nonsense hu-

mor ad as more humorous than Russian re-

spondents. Germany scores lower than Russia 

on in-group collectivism, but higher on perfor-

mance orientation. This supports H2a: nonsense 

humor in advertising is perceived as more hu-

morous in individualistic (Germany) than in col-

lectivistic cultures (Russia). It also supports 

H2b: aggressive humor in advertising is per-

ceived as less humorous in cultures with a low 

performance orientation (Russia) than in cul-

tures with a high performance orientation (Ger-

many).  

 
FIGURE 3: Interaction Between Type of Humor and Culture on Perceived Level of Humor 

 

Aad Abr
Perceived

level of humor
agg: R: .54/G: .63

nsense: R: .51/G: .40

Notes: agg = aggressive humor ad; nsense = nonsense humor ad; R = Russia; G = Germany. R² is displayed within the latent variables.

nsense: R: .71/G: .63

agg: R: .73/G: .80

nsense: R: .77/G: .81
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br1 br2 br3 br4ad1 ad2 ad3ph1 ph2 ph3 ph4

agg: R: .64/G: .66

nsense: R: .59/G: .66

no humor aggressive humor nonsense humor

perceived level

of humor

1.76

3.36
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3.55
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3
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5

Notes: seven-point rating scales (1 = disagree, 7 = agree)  
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Although not specifically hypothesized, fur-

ther culture-specific follow-up-t-tests are needed 

to examine which type of humor is most appro-

priate for each culture. Within the German sam-

ple, t-tests for dependent samples (two-tailed) 

indicate significant pairwise differences be-

tween all three types of humor (no humor vs. 

aggressive humor: t(158) = -10.06, p < .001; no 

humor vs. nonsense humor: t(158) = -13.82, 

p < .001; aggressive humor vs. nonsense humor: 

t(158) = -3.03, p < .01). Within the Russian 

sample, t-tests reveal significant differences be-

tween no humor vs. nonsense humor 

(t(97) = -5.78, p < .001) and aggressive humor 

vs. nonsense humor (t(97) = -4.28, p < .001). No 

difference is found between no humor and ag-

gressive humor (t(97) = -.04, ns). 

Mediation Effect of Perceived Level of Humor 

To test H3 (perceived level of humor medi-

ates the relationship between type of humor and 

Aad and Abr), we compared two runs of an RM-

ANOVA (table 2). In the first run, we specified 

type of humor as the independent variable and 

Aad as the dependent variable. In the second 

run, the influence of perceived level of humor 

was partialled out of the dependent variables by 

a preceding OLS regression. As table 2 shows, 

there is a significant influence of type of humor 

on Aad (p < .001; η² = .280). In the second 

analysis, this effect disappears (ns; η² = .001). 

Thus, the effect of type of humor on Aad is fully 

mediated by perceived level of humor. We re-

peated the procedure with Abr as the dependent 

variable. Again, as indicated by a significant 

influence of type of humor on Abr (p < .001; 

η² = .229), a full mediation is confirmed. This 

effect disappears when the effect of perceived 

level of humor is partialled out (ns; η² = .000). 

To test if the interaction between type of 

humor and culture is transferred from perceived 

level of humor to Aad (H3a) and Abr (H3b), we 

repeated both analyses with the interaction of 

type of humor and culture as the independent 

variable. Table 3 shows that the effect on Aad is 

partly mediated by perceived level of humor, 

decreasing the effect from η² = .053 (p < .001) 

to η² = .014 (p < .05). The effect on Abr is fully 

mediated by perceived level of humor, decreas-

ing the effect from η² = .028 (p < .001) to non-

significance (ns; η² = .008). Hence, H3 is sup-

ported. 

DISCUSSION 

Our study confirms the core model suggest-

ing a cross-culturally stable sequence of humor 

effects. Ads that are perceived as humorous 

strengthen Aad and Abr in both samples (H1). 

Additionally, the study confirms that the level of 

perceived humor depends on the interplay be-

tween the type of humor shown in the ad and the 

recipients’ cultural embedding (H2). Finally, 

these effects spill over to Aad and Abr (H3). 

Thus, to explain how humorous advertising 

works across cultures, we need both the cultur-

ally invariant core-model and its extension by a 

culturally variant component. 

Beyond testing our hypothesis, this study 

confirms that humorous ads are more efficient 

than non-humorous ads. This is true for non-

sense humor in both countries analyzed. Ads 

 

TABLE 3: Mediation Effect of Perceived Level of Humor 

  Aad  Abr 

  F p partial η²  F p partial η² 

Type of humor ANOVA 99.07 .000 .280  75.80 .000 .229 
 ANCOVA* .20 .821 .001  .11 .895 .000 
Type of humor x culture ANOVA 14.16 .000 .053  7.347 .000 .028 
 ANCOVA* 3.50 .031 .014  1.97 .141 .008 
Notes. * The influence of the perceived level of humor is partialled out. 
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applying aggressive humor are superior to non-

humorous ads only in Germany, but not in Rus-

sia. Nonsense humor is the more effective of the 

two types of humor considered, both in Russia 

and Germany. Thus, practitioners, who general-

ly prefer to standardize advertisement cam-

paigns throughout Eastern and Western coun-

tries (Schuh, 2000), might run the same cam-

paign with nonsense humorous ads in both cul-

tural areas. Conversely, caution is indicated 

when implementing aggressive humor: in Rus-

sia, ads of this type are not more effective than 

non-humorous ads. As suggested in H2b, due to 

low performance orientation, the disparagement 

of the ad model is not perceived as funny. Addi-

tionally, the high level of human orientation in 

Russia (Bakacsi et al., 2002) might imply that 

the Russian participants are less amused by the 

disparagement. Hence, the use of aggressive ads 

is only advisable for Western markets like Ger-

many. 

Furthermore, our study shows that the effec-

tiveness of non-humorous ads is significantly 

lower in Germany than in Russia. The reason is 

that, consumers have been intensively exposed 

to advertisements for decades in industrialized 

countries like Germany. These consumers have 

learned that advertising is a fictional game, de-

signed primarily to entertain rather than to in-

form. Subsequently, German recipients expect 

exciting ads, whereas they consider informative, 

non-humorous ads as boring. Thus, the use of 

humorous ads is generally more advisable in 

saturated advertising markets. In transitional 

countries, such as Russia, consumers expect 

product information (Hoffmann & Wittig, 

2007). 

Like every study, this study has also some 

limitations calling for further research. First, 

further research should consider additional types 

of humor. Warm humor, for instance, may be 

most appropriate in cultures with high levels of 

in-group collectivism because members of these 

cultures are particularly friendly, generous, and 

altruistic. Second, real brands should be exam-

ined to determine whether prior Abr moderates 

the effectiveness of humorous ads across cul-

tures. Third, more cross-cultural studies are 

needed to investigate whether the effectiveness 

of aggressive and nonsense humor depends on 

the cultural profile of a country. Fourth, Russia 

is a society in transition, where consumers are 

likely to change values (Bakacsi, Sándor, An-

drás, & Viktor, 2002; Jung et al., 2009), con-

sumption attitudes and behaviors (Money & 

Colton, 2000). Therefore, a replication study in 

a couple of years should test the stability of our 

results. Fifth, although student samples may 

provide a strong test of theory in cross-cultural 

research, ecological validity and generalizability 

of the results are restricted. Hence, further re-

search should also use non-student populations. 

Finally, we consider Germany as an example of 

an individualistic culture with a high level of 

performance orientation and Russia as an exam-

ple of a collectivistic that scores low on the di-

mension of performance orientation. Thus, more 

cross-cultural studies are needed to investigate 

whether the effectiveness of aggressive and 

nonsense humor depend on the cultural profile 

of a country. 
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APPENDIX 1: Measures of the Dependent Variables 

 nonsense humor  aggressive humor 

 Germany  Russia  Germany  Russia 

 FL R  FL R  FL R  FL R 

Perceived level of humor  
The ad is humorous. (ph1) .93 

.77-.85 

 .88 

.52-.78 

 .93 

.80-.95 

 .86 

.60-.91 

I was amused. (ph2) .93  .93  .95  .93 
The ad is funny. (ph3) .92  .78  .93  .93 
I had to laugh when considering the 
ad. (ph4) 

.93  .86  .95  .95 

Attitude toward the ad            
I like the ad. (ad1) .96 

.83-.90 

 .95 

.85-89 

 .94 

.82-.84 

 .94 

.65-.87 
I would enjoy seeing the ad again. 
(ad2) 

.93  .96  .94  .94 

The ad is likeable. (ad3) .96  .94  .94  .83 
Attitude toward the brand            
The brand is trustworthy. (br1) .76 

.59-.86 

 .80 

.64-84 

 .86 

.70-.83 

 .77 

.59-.87 
The brand suits me. (br2) .92  .93  .90  .85 
The brand is congenial. (br3) .94  .94  .95  .94 
The brand appeals to me. (br4) .93  .93   .91  .90 
Notes. The figures indicate factor loadings and inter-item correlations 

 

 

APPENDIX 2: Descriptive Statistics and Correlation Matrix 

 Russia  Germany  

 M (SD)  R  M (SD)  R 

   Perceived 
level 

of humor 
Aad Abr 

   Perceived 
level  

of humor 
Aad Abr 

Aggressive 
humor 

           

Perceived 
level of humor 

2.59 (1.67)  -    3.36 (1.87)  -   

Aad 1.96 (1.26)  .73 -   2.64 (1.62)  .80 -  
Abr 1.66 (1.02)  .60 .78 -  2.06 (1.16)  .59 .81 - 

Nonsense 
humor 

           

Perceived 
level of humor 

3.55 (1.61)  -    3.93 (1.77)  -   

Aad 3.81 (1.94)  .71 -   4.50 (1.61)  .63 -  
Abr 2.90 (1.61)  .68 .76 -  3.55 (1.49)  .53 .81 - 
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ABSTRACT. Foreign direct investment is a domain of International Business research with a rich 

body of literature.  Research has long looked at the environment, including foreign direct investment 

funding, technology and knowledge, as a determinant of business strategy.  Tremendous and continual 

changes, including increasing globalization, the rise of economic unions, and overall market instability 

is creating an environment where researchers and practitioners need to revisit the industrial economic 

impacts on foreign direct investments and the impact of those investments on said economies. Moreo-

ver, with the saturation of “more developed” markets, many business are looking to emerging markets 

as the best venues for continued growth and potential profit expansion, introducing still further chang-

es into the foreign direct investment landscape. This study suggests several areas for future research in 

foreign direct investment, by a brief comparison of the impact foreign direct investment has had on 

two important and very different emerging economies – Croatia and Turkey. The analysis draws the 

attention of scholars to the importance of continuing to study the impact that such investments have on 

these and similar developing or “redeveloping” economies. 

 

KEYWORDS. Foreign Direct Investment, Global Marketing, Resource Development, EU, Turkey, 

Croatia, Industrial Economics 

 

 

INTRODUCTION 

All business ventures require resources to 

successfully compete in their chosen market 

(Barney, 1991; Morgan and Hunt, 1995), and 

understanding the growing influence of global 

factors on commercial exchange is one of the 

most important issues in marketing (Harvey, et 

al 2008). Foreign Direct Investment (FDI) has 

been cited in the literature as resource that pro-

foundly influences the market environment, as-

sociated with displacement and disruption of 

firms in developing economies, but also as a 

source of new firm opportunity in developing 

economies as a result of industry growth (Burke 

et al., 2008). 

In the last two decades, the rate of world 

trade growth has exceeded world income 
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growth, and FDI has grown nearly twice as fast 

as the world income (OECD, 2002; UCTAD 

2003, 2004)
1
.  New OECD members from the 

formerly planned economies of Central and 

Eastern Europe saw some of the world’s most 

rapid growth in inward FDI. The contribution of 

FDI as a share of gross domestic product (GDP) 

in the new OECD members grew from close to 

zero in 1990 to about 47% in 2006, approxi-

mately twice as much as the world average in 

that year (UNCTAD, 2007) .  Thus, developing 

a better understanding the role FDI plays in 

shaping the growth of global trade is a matter of 

great importance to both scholars and practi-

tioners (Markusen and Venables 1999). 

FDI has been found to influence a variety of 

outcomes.  Alfaro, et al. (2004), find that FDI 

provides lower costs to the investing country 

and creates more investment by parties in the 

recipient nation. At the same time, FDI contrib-

utes to technological development even more 

than domestic investment (Borensztein, et al. 

1998).  Contradictorily, FDI has been cited as 

detrimental to local performance in same indus-

try, but creates local market resources that bene-

fit domestic industry (Javorick 2004; Markusen 

and Venables 1999).  However, there are find-

ings that question the value of such local market 

resources (Görg and Greenway 2004).  Further, 

variance in research findings (Kaminski, 2001; 

Bornstein et al. 1998; Tuselmann, 1999; Kuzne-

covs and Maslows, 2004; Barry, 2002, Brenton 

et al 1999), suggest that FDI is a highly dynamic 

phenomena. 

This research is intended explore the ques-

tion of whether findings in FDI can be consid-

ered as established, or whether they require pe-

riodic reexamination, and, if so, what questions 

need to be addressed by future research.  This 

study approaches this question by briefly exam-

ining literature of the FDI domain, and then 

comparing the effects of FDI on two European 

economies: Croatia, a formally planned econo-

my, and Turkey, a traditionally free market 

economy.  Based on these analyses, future re-

search areas for the FDI domain are suggested. 

CONCEPTUAL BACKGROUND 

As FDI continues to increase, it is important 

to note that the global distribution of investment 

varies among FDI recipient countries.  Extant 

literature has unsuccessfully sought to explain 

this varying allocation of FDI into emerg-

ing/transitioning economies (Kaminski, 2001; 

Bornstein et al. 1998; Tuselmann, 1999; Kuzne-

covs and Maslows, 2004; Barry, 2002, Brenton 

et al 1999).   Bennet and Green (1972), as an 

example, point out political instability as a de-

terminant of FDI.  Henisz’ research (2000), one 

of the key motivators of this work, analyzed the 

importance of institutional economic environ-

ment for attractiveness of entry models and sup-

porting a link between market entry mode 

choice and the degree of strategic uncertainty.  

Firms pursuing international business opportuni-

ties analyze a number of factors regarding the 

FDI location decision (Dunning, 1999, 2000; 

Porter, 2000, Makino, et al. 2004). Overall, 

Dunning (1981;2000; 2003), concluded that for-

eign countries that attract investments by multi-

national firms are typically defined by a large 

and growing market, a high gross domestic 

product (GDP), low factors of production costs, 

and relative political stability. Other authors 

have built upon Dunning's framework to empir-

ically assess factors that influence FDI (Was-

seem 2007) and the importance of country of 

origin (Wang, et al 2009).  In addition to differ-

ences in economies that receive FDI, scholars 

have identified differences in the type of effects 

that FDI produces. 

Bitzer and Görg (2005) provide an updated 

literature review with particular emphasis on the 

influence of inward and outward influence of 

FDI.  They employ a large panel analysis of 

countries to explain that spillovers in one coun-

try can enable more general conclusions for the 

OECD as a group and open research for cross-

country variation. Bevan and Estrin (2000) 

found that FDI inflows to CEE are motivated by 

several factors including low unit labor costs; 

large market size; the credit rating of the FDI 

recipient country, and economic geography (ge-
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ographical proximity is associated with in-

creased FDI). 

At the same time, nations as diverse as the 

United States and the United Arab Emirates 

compete to attract foreign firm FDI inflows. 

While it seems plausible that FDI will be at-

tracted to regions characterized by more favora-

ble environmental factors (Kobrin 1976), legal 

systems (Perry, 2003), and governance infra-

structures (Globeman and Shapiro1999, 2003, 

Daniel, 2002), all other things constant, most of 

the relevant literature has focused on economic 

determinants of FDI inflows. It is, of course, 

true that the international business literature has 

acknowledged the importance of country-

specific political risk (Kobrin, 1976, Ahmed et 

al.2002; Akhter and Lusch, 1988). As such, em-

pirical analyses of FDI now routinely include 

variables to control for inter-country differences 

in the broad political environment so that vola-

tility does not create study bias (Altomonte, 

2000; Nicoletti et al. 2003; Bevan & Estrin, 

2000; Mody & Srinivasan, 1998; Morisset, 

2000; Stevens, 2000; Tuman & Emmert, 1999), 

albeit with somewhat mixed results (Dawson, 

1998).  Nevertheless, a wide range of factors 

have been cited as antecedents of FDI effects, 

each with distinct limitations, suggesting a need 

for research models with more comprehensive 

controls. 

Altomonte (2000), for example cited a need 

for greater resolution of industry-specific effects 

and the role of R&D versus other types of FDI.  

Nicoletti, et al. (2003) offers controls for mac-

roeconomic factors, but not for variables of cul-

tural distance.  Bevan and Estrin, (2004) ana-

lyzed the determinants of FDI from Western 

countries, mainly in the European Union (EU), 

to Central and Eastern European nations, but did 

not consider how those factors influence cases 

where wealthier countries are the recipient of 

FDI flows. Demirbag et al., (2007) and Meyer 

(2001) used institutional and transaction costs 

perspectives in explaining foreign equity ven-

tures’ performance in an emerging market econ-

omy. 

As these examples show, different authors 

focused their research to explore the most im-

portant influences to FDI, including macroeco-

nomics performance (Kornecki; Rhoades  2007; 

Kornecki;  2008) country characteristics 

(Christman, et al. 1999);  unit labor costs John-

son (2006), Bevan et al. (2004), Pusterla and 

Resmini (2005), Clausing and Dorobantu 

(2005), Disdier and Mayer (2004), gravity fac-

tors (Asiedu (2006), Ismail(2009)), market size 

(Ledyaeva, (2009), Birsan and Buiga (2008), 

sectorial patterns (Resmini,  2001.) competitive 

advantage (Zámborský, 2008) and proximity. 

This variety of determinants of FDI suggests the 

dynamics of FDI are broad and the effects are 

difficult to fully cover in any model.  Thus, we 

suggest a re-visitation or even a revival of FDI 

research that includes more holistic models, bet-

ter samples, and a focus on strategic impacts on 

the firm and the environments in emerging mar-

kets. 

AN ANALYSIS OF FDI EFFECTS IN TWO 

CASES 

The purpose of this comparative study is to 

demonstrate that the levels of FDI in Europe 

have changed over time and that those differ-

ences have varied with differences in the recipi-

ent nations of FDI.  Inspired by the work of 

Kornecki (2008), the study estimates the effects 

of FDI on economic growth, in two specific Eu-

ropean cases: a traditionally free-market econ-

omy (Turkey) and a formerly planned-economy 

(Croatia). We have conducted macroeconomics 

performance analysis on these two countries, 

and also on the initial European Union (EU) 15, 

new members EU 12 (states of the CEE region) 

for the period 1992-2009 on the relationship be-

tween foreign direct investment (FDI) and per-

formance in CEE countries. Data for the analy-

sis is drawn from the UNCTAD World Invest-

ment Report (2001; 2004; 2006; 2007; 2008), 

following Kornecki (2008).  

EU(15) represents following 15 countries: 

Six founders: Belgium, France, Germany, Italy, 
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Luxembourg and Netherlands, preceding Den-

mark, Ireland and the United Kingdom who 

joined in 1973. Greece became the 10th member 

of the EU prior to Spain and Portugal five years 

later. Furthermore in 1995 three more countries 

expanded the union, Austria, Finland and Swe-

den putting together the EU (15). As for the EU 

(12) countries: Czech Republic, Cyprus, Esto-

nia, Latvia, Lithuania, Hungary, Malta, Poland, 

Slovenia and Slovakia joined in May 2004 and 

Bulgaria and Romania in January 2007. Coun-

tries considered as candidates are Croatia, Tur-

key and Former Republic of Macedonia (Histo-

ry of the European Union). 

EU membership requires the adoption of EU 

legislation across the range of commercial and 

civil law, including trade rules, financial regula-

tion, and competition policy so we analyzed 

macroeconomic factor through inward FDI Per-

formance Index. Inward FDI Performance Index 

is the ratio of a country's share of global FDI 

inflows to its share in global GDP. If the Inward 

FDI Performance Index value is greater than 

one, the country received more FDI than its 

relative economic size. A value below one indi-

cates that the country received less FDI than its 

relative economic size (UNCTAD, 2004 in 

Kornecki 2008). 

EQUATION 1: 

     
        ⁄

        ⁄
 

INDi = The Inward FDI Performance Index of 

the ith country 

FDIi = The FDI inflows in the ith country 

FDIw = World FDI inflows 

GDPi = GDP in the ith country 

GDPw = World GDP 

An inward FDI performance index was used 

to examine country-level secondary datasets. 

This comparison is one of the CEE countries 

inward FDI against the World Performance In-

dex (1992 – 2007).  The indication is that the 

FDI performance of CEE transitioning econo-

mies was above the world average performance.  

We hope that this and the related information 

offer new theoretical insights and openings for 

empirical tests that analyze how performance is 

driven by industrial economic factors. 

As demonstrated by Table 1, Croatia experi-

enced sharper increases in inflows of FDI be-

tween 1992 and 2003, surpassing all other EU 

nations by 2001. This high increase in FDI was 

partially due to the intensive privatization pro-

cess that was going on since the year 2000. 

However, by 2003, Croatia experienced a sharp 

drop in foreign direct investment.  Turkey, on 

the other hand, received much lower levels of 

FDI between 1992 and 2000 and has been expe-

riencing steadily increasing levels of FDI ever 

since.  However, as of this study, the levels of 

foreign investment in Turkey are still roughly ½ 

those of the top 15 EU recipients of FDI.  

As demonstrated in Table 2 and 3, all na-

tions in this study experienced a similar rate of 

increase in gross domestic product (GDP) be-

tween 1990 and 2007, a direct investment in-

crease of approximately 20%.  Therefore, while 

mindful of the importance of growth and devel-

opment, researchers need to examine a broader 

palette of components that constitute country 

success in FDI development. This suggests the 

influence and/or inclusion of all FDI on the 

productivity of all countries included in the 

study.  As in the case of the amounts of FDI in-

vestment discussed in Table 1, GDP increases in 

Croatia were greater than those experienced in 

Turkey, suggesting that FDI levels helped drive 

broader economic conditions. The unstable 

growth rate in Turkey reflecting economical 

fluctuations might have been the cause of FDI 

inflow reserve even more. Borensztein et al. 

(1998) support that the contribution of FDI to 

in-country economic growth is evident only 

when there is an interaction between human 

capital, FDI, and performance. 

As demonstrated in Table 4, from 1996, un-

employment rates in Croatia sharply increased. 

A decrease did not begin until 2000. During the 

same period, unemployment decreased in  
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TABLE 1: Inward FDI Performance Index 

 
 

 

TABLE 2: GDP per Capita, US$, at Prices and PPPs of 2005 

 
Source: (Unanimous) http://w3.unece.org/  
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TABLE 3: GDP at Prices and PPPs of 2005, Growth Rate 

 
Source: (Unanimous) http://w3.unece.org/ 

 

 

TABLE 4: % Unemployment Rate 

 
Source: (Unanimous) http://w3.unece.org/ 
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Turkey and began to increase in 2000. When 

compared against the rate of FDI increases in 

these two countries, this suggests an inverse re-

lationship between FDI and employment in the 

recipient nation.  However, unemployment de-

creased in Croatia after 2000 while FDI contin-

ued to increase. 

This suggests that early stages of FDI may 

displace existing industries or workers with fa-

cilities manned by imported, “expert” techni-

cians, while at later stages, as FDI sponsored 

industries expand, they begin to train and em-

ploy local personnel.   Additionally, this pattern 

may represent a diffusion of skills and resources 

from FDI into the local economy, opening new 

opportunities for local businesses to start and 

expand and employ local personnel. 

Original values for the inflation were given 

in percentages, but since Croatia had a hyperin-

flation problem in the beginning of the 90’s, a 

logarithmic scale was computed for the compar-

ison. 

As demonstrated in Table 5, prices for all 

markets studied have fallen since 1992.  These 

rates of decline share an inverse relationship 

with the rates of increase with the rates of FDI 

investment.  This is particularly evident in Croa-

tia, which was recognized by the EU in 1992, 

providing its first access to FDI.  However, it is 

particularly interesting to note that prices con-

tinue to decline even as FDI began to decline in 

Croatia, the EU 15 and 12 (see table 1).  This 

suggests the resources built by FDI in a recipi-

ent nation may represent durable resource ef-

fects described by Penrose (1959) as “sticky.” 

Inward FDI stock presents the value of the 

capital increased by the retained profits that 

originates from the foreign investor measured as 

a percentage of GDP. Capital of the subsidiary 

corresponds to all the companies assets reduced 

by liabilities towards third parties including the 

parent. As demonstrated by Table 6, imported 

material follows the pattern of FDI.  From the 

point at which FDI begins to increase (year 

1992 for Croatia, the EU 12 and the EU15; year 

2000 for Turkey), material imports as a percent-

age of GDP increases and generally decreases 

once FDI begins to fall off. 

In order to further explore the influence of 

FDI on the economic growth using data of the 

four countries correlation matrix was calculated. 

Table 7 illustrates positive correlation between 

real GDP and inward FDI stock.  Coefficients 

are highly significant and this relationship is 

proven reliable. Highest score was found in 

Croatian example (0,912), preceding EU 12 

(0,871), EU 15 (0,860) and Turkey (0,602).  

 

Table 5: Consumer Price Index Growth Rate; Logarithmic Scale  

 
Source: (Unanimous) http://w3.unece.org/ 
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TABLE 6: Inward FDI Stock; Percentage of Gross Domestic Product 

 

Source: (Unanimous) http://stats.unctad.org 

CONCLUSION AND FUTURE RESEARCH 

This study illustrates to both domestic and IB 

researchers the evolving dynamics of FDI in 

emerging markets. This research area is of 

growing importance in a globalizing world 

economy where firms are looking for move new 

markets.  In a new global economy where Toyo-

ta is building cars in Istanbul, Turkey at their #1 

quality plant, and German ThyssenKrupp is 

soon to manufacture steel in Alabama, US; 

largely known as a mature service economy 

with high cost factors of production, the im-

portance of obtaining FDI is growing in all eco-

nomic 

 
TABLE 7: GDP; Millions of US$, at Prices 
and PPPs of 2005 and Inward FDI Stock 

Correlation 1990-2008 

Country Croatia Turkey EU 15 EU 12 

Correlation ,912** ,602** ,860** ,871** 

R2 0,831 0,362 0,739 0,758 

p value 0,000 0,000 0,000 0,000 
Source: http://stats.unctad.org, calculated by author 

markets. The reality is that the global economy 

is opening doors for new and perhaps guerilla 

strategy in FDI, employing unusual, low-cost 

and innovative approaches to attract the atten-

tion (Dahlén, et al. 2009) of global investors to 

opportunities in developing economies. 

Past research in FDI, while important to our 

understanding of normative expectations, may 

not be completely relevant to current world eco-

nomics.  As the world changes, so should re-

search and the predictions of empirical studies.  

In fact it may be possible that the empirical as-

pects of IB research will avoid normative Theo-

ry development due to the ever moving interac-

tions of culture, polity, economic protectionism, 

and technology. As such, it is our suggestion 

that evolving contingencies and evolutions in 

global business are reducing the validity of past 

FDI studies and opening the door for new work 

in both emerging market analysis and developed 

market “re-involvement”, such as the growth of 

state interest in Russian manufacturing after its 

efforts at privatization (Durand 2008) and the 

growth of Japanese participation in Pacific-
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Asian economies (Pempel 2001) after a long 

hiatus from those regions following World War 

II.  Moreover, the discussion needs to be ex-

tended to both impacts on the firm (Barney 

1986) and impacts on the home county envi-

ronment (Harvey et al 2009). 

MANAGERIAL IMPLICATIONS 

The growth and restructuring of internation-

al entry strategy for global front-runners faces 

very complex questions.  Where firms will place 

production and focus distribution is in flux to 

the point that extended market research is need-

ed.  Firms must find ways to exploit global cy-

cles of economic instability, political volatility, 

and stagnation while defining strategic goals 

and expectations for an FDI.  

Encouraging economic development and re-

gional integration between CEE countries, not 

just with the EU, is one of the main aims in 

EU’s accession policy.  Could EU judgments 

have a decisive impact on the relative perfor-

mance of the different CEE economies in the 

longer term via FDI?  Should a top global com-

pany invest in Croatia or Turkey now or wait for 

EU involvement.  It seems that to research op-

portunity is open in a practical sense.  Firms 

need more information to help pinpoint when 

and where to enter the best global locations not 

only for the benefit of stakeholder, but for the 

long-term benefit of economic transactions in 

general. 

From a public policy standpoint, govern-

ments should think deeper about the fit of an 

FDI to their economic environment. Speaking 

from a pure GDP stand point - more FDI is bet-

ter for a target country.  Low-performing econ-

omies need FDI to initiate the restructuring that 

can improve their competitiveness.  Yet not all 

emerging markets need the same FDI.  If new 

entry cuts existing local employment – the for-

eign investment could have a negative implica-

tion.  Governance of who, when, and where is 

vitally important to FDI and host country suc-

cess.  As such, there may need to be a shift in 

strategies for pan-European markets (and be-

yond) and FDI inflows may drop off, holding 

back economic integration and progress in tran-

sitional economies as well.  We should point out 

that current research opportunities are immedi-

ately important in the EU. 

LIMITATIONS AND FUTURE RESEARCH 

Our initial discussion was that the both firm 

and economic performance are important for 

FDI. This is a good starting point for increasing 

the economic activity in the host state. But we 

have concluded that the past macroeconomic 

indicators are not playing a decisive role in the 

localization of foreign investments. We must be 

very open that examinations of interaction ef-

fects have been under studied in FDI research.  

As the field of research has opened to new ide-

as, we now offer opportunities for important re-

search across gaps in our existing knowledge. 

We end with a proposal of options as research 

“area” questions (RAQ).  It is our hope that 

readers will leverage these questions as areas of 

future study.  

RESEARCH AREA QUESTIONS 

RAQ1 

What is the relationship between FDI and 

employment in the home country? Findings of 

this study suggest that FDI initially inversely 

correlates with recipient country employment, 

and yet later may positively correlates with the 

employment in recipient countries. Are these 

changes in correlation consistent in other FDI 

recipient countries and, if so, what influences 

drive such a relationship?  

RAQ2 

Does FDI build resources that diffuse into 

the recipient country’s economy?  Findings of 

this study indicate a positive correlation be-

tween FDI inflows and recipient country GDP 

and an inverse correlation between FDI inflows 
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and consumer prices in the recipient country in 

the early stages of FD investment.  Yet, in later 

time periods, even when FDI inflows decrease, 

recipient country GDP continue to increase and 

consumer prices continue to decrease.  Does this 

indicate resources established by FDI that are 

“repurposed” to drive other effects on the recip-

ient economy? 

RAQ3 

What role does cultural distance between an 

acquiring firm and an acquired firm play in 

helping the acquired firm assimilate the acquir-

ing firm’s goals and in helping the acquiring 

firm extend its implicit contract beyond the ac-

quired firm to the acquired firm’s employees?  

Do the correlations observed hold in a larger 

sample?  As noted by Franke and Richey 

(2010), the sample size of international studies 

is determined by the number of distinct cultures 

represented, not by the total number of respond-

ents.  What relationships are likely to emerge if 

larger numbers of cultures are included? 

RAQ4 

What role does global marketing capability 

play in helping acquiring firms better identify 

potential acquisitions in the global market that 

may more easily assimilate into the purchasing 

firm?  Are firms that are better equipped to un-

derstand the needs and interests of potential em-

ployees in FDI recipient countries better able to 

adapt the means by which they integrate the 

employees of acquired firms into their opera-

tions? 

RAQ5 

What control factors are significant in exam-

ining relationships such as these?  Conditions in 

the global business arena vary by individual cur-

rency, level of competition, degree of political 

risk, import/export barriers, degree of ethnocen-

trism toward foreign brands or offerings, and 

level of employee education and training, 

among others.  Future research should consider 

such potential covariates. 

RAQ6 

What is the relationship between the factors 

that draw FDI to a given country and the out-

comes that investing firms harvest?  What influ-

ences allow investing firms to turn the potential 

customer demand and employee skill resources 

of a given market into a profitable return? 

The FDI phenomenon is both dynamic and 

complex.  As political, social and economic 

changes occur, variance in the effects anticipat-

ed from antecedents and moderators of FDI may 

also be expected.  Further, refinements in stand-

ards of methodological practice in the Interna-

tional Business research domain may also 

change over time.  Thus scholars should remain 

open to reexamination of accepted findings in 

the FDI literature, not only in Europe, but in the 

entire International Business academy. 
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NOTES 

1.Foreign direct investment (FDI) is defined as 

an investment involving a long‑term relation-

ship and reflecting a lasting interest and control 

by a resident entity in one economy (foreign di-

rect investor or parent enterprise) in an enter-

prise resident in an economy other than that of 

the foreign direct investor (FDI enterprise or 

affiliate enterprise or foreign affiliate).  

Source: World Investment Report 2007: Trans-

national Corporations, Extractive Industries and 

Development  p. 245. 

http://www.unctad.org/en/docs/wir2007p4_en.p

df 

2.FDI implies that the investor exerts a signifi-

cant degree of influence on the management of 

the enterprise resident in the other economy. 

Such investment involves both the initial trans-

action between the two entities and all subse-

quent transactions between them and among 

foreign affiliates, both incorporated and unin-

corporated. FDI may be undertaken by individ-

uals as well as business entities. Ibid 
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ABSTRACT. Many corporate enterprises use Customer Relationship Management (CRM) techniques 

to manage customer information in order to attain competitive advantage. The purpose of this study was 

to understand how small to medium enterprises (SME’s) in the Danish conference sector manage and 

build customer relationships and to investigate the extent to which they were prepared to adopt a 360-

degree view when pursuing a customer relationship management approach. A qualitative, explorative 

triangulated case study method was conducted to explore this in more depth. The findings revealed that 

SME’s in the sector essentially manage customer relations using a database system without having a 

completely integrated CRM system. The main barriers/challenges were technology and internal educa-

tion.  
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INTRODUCTION 

Managing customer relationships is often the 

‘lifeblood’ of all organisations regardless of the 

business sector or size in which they operate. 

Burns (1995) suggested that business develop-

ment could only occur by improving knowledge 

of the customers’ needs, and servicing those 

needs better than competitors. Much the same 

argument exists today but with a more holistic 

view point; that no enterprise can succeed in dis-

tinguishing itself through operational excellence, 

customer intimacy or product innovation without 

understanding the needs and desires of its custo-

mers (Hood, 2003). 

It was considered that to gain knowledge re-

garding customers’ needs and desires, contact 

between the company and its customers was 

necessary so as to initiate a dialogue and effecti-

vely obtain unique information about each indi-

vidual customer (Galbreath and Rogers, 1999). 

Innovative database platforms and multi-channel 

delivery vehicles with advanced analytics were 

considered the way forward (Schoenbachler, 

2002). Others emphasised the importance of the 

customer’s channel preference and choice in the 

process of understanding the customer (Langford 
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and Cosenza, 2000). Relationships with custo-

mers have been debated ever since, based on 

marketing strategies designed to approach cus-

tomers through, for instance, relationship marke-

ting, CRM, e-CRM, and more recently, the 360-

degree view, all of which reflect the relationship 

evolution as discussed in this paper. 

The Internet has provided ‘instant’ access to 

multiple sources of information allowing for nu-

merous options to improve marketing and sales 

approaches towards customers. However, Mitus-

sis et al. (2006) observe that a holistic view of 

the customer is often ignored and instead, they 

are seen through a ‘single lens’. Whichever 

channel is used, however, the debate has more 

recently focused on the goal to reach diverse cus-

tomers through different touch points, while en-

suring a single view of the customer is maintai-

ned (Rogers and Zeuner, 2004). This involves 

managing the manner in which each customer 

interacts across channels and/or product/ service 

lines, while at the same time, recognising that 

various elements such as technology, information 

resources and processes are involved (Haydock, 

2000). 

While many authors have contributed to the 

debate on the 360-degree concept, it has led to 

variation in terminology, including “customer 

experience management”, describing the rela-

tionship being built (Stone, 2003). Others have 

called it a multi-channel contact strategy ap-

proach (Fanelli, 2004; Schoenbachler, 2002; Si-

mons et al, 2002; Hood, 2003; Haydock, 2000). 

It involved aspects such as contact strategy, mul-

ti-channel marketing, customer contact strategy, 

integrated or multi-levelled marketing (Peppers 

and Rogers, 2003, Hood, 2003; Hill, 2001; Ma-

cintosh, 2002; Burns, 1995; Schoenbachler, 

2002). The central theme, however, was the 

same: managing customer relationships. 

Early debate regarding the 360-degree ap-

proach embraced areas such as sales, direct and 

interactive marketing, customer service, distribu-

tion channel management and communications 

with customers whether from a marketing, sales 

or customer strategy context (Hood, 2003; Stone, 

2003a,b&c). In this paper, the term 360-degree 

view focuses on the approach of multiple com-

munication channels used to build relationships 

to enable SME’s to achieve a 360-degree ap-

proach. Leo et al. (2005) described this as a pro-

cess of knowledge generation whereby customer 

information such as needs and preferences may 

be captured both directly and indirectly, through 

two-way communication in an interactive feed-

back system. 

On the surface, the recipe for success appears 

straightforward: interact with customers, collect 

valuable data, compile 360-degree views of indi-

vidual customers and utilise the information to 

build profitable relationships over time (Peppers 

and Rogers, 2003). Only 10-15 percent of 

SME’s, however, use a formal CRM package 

(CRMGURU, 2004) and only 29 percent of mid-

size companies use customer focused strategies 

and technologies to provide visibility into sales 

cycles and sales activities (Rogers and Zeuner, 

2004).Therefore, as Robinson (2004) points out, 

since corporate enterprises use CRM systems as 

a way to handle and leverage customer informa-

tion to gain a competitive advantage, why then 

are so few SME’s investing in CRM and not 

changing their focus to a 360-degree approach 

when it too could give them significant competi-

tive advantage? 

Since so few SME’s were currently  embra-

cing  the CRM process  (CRMGURU, 2004) it 

was assumed that they were not likely to be con-

sidering how to manage and build relationships 

with the entire available network. Yet, although 

it is acknowledged that SME’s were likely to 

have differing needs from large corporations, 

particularly when it came to the frequency and 

nature of contact with their customers, it is ar-

gued nevertheless that the benefits would still 

apply. Therefore, the central theme of this paper 

considers the nature of two-party (dyadic) rela-

tionships between the customer and enterprises. 

The conference sector was chosen within the 

service industry, where customer orientation, tai-

loring products to consumer’s needs and building 

relationships are pre-requisites to survival in a 
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highly competitive market. Indications of this 

explorative research could then serve other 

SME’s who are also heavily dependent on le-

veraging the customer experience. 

The European Union (EU) 2007 reports that 

99.8% of businesses are SME’s. These organisa-

tions play a major role in both national economic 

growth and job creation (EU, 2007). The Small 

Business Act for Europe (SBA, 2007) claims that 

“a vibrant SME sector is crucial for the economic 

health of Europe”. Larger organisations also re-

cognise the economic impact of SME’s. As Acs 

et al. (2001) state, SME’s are becoming increa-

singly important pillars of the economies of ma-

jor trading partners. The increasing value for the 

national economy is illustrated in the Global En-

trepreneurship Monitor (GEM) reports 2005 and 

2006 respectively (Brooksbank and Jones-Evans, 

2005; Bosma and Harding, 2006). Both indicate 

a constant growth in the number of small or new 

businesses. In order to investigate how SME’s in 

the Danish conference sector manage and build 

customer relationships, and the extent to which 

they are prepared to adopt a 360-degree view 

when pursuing a customer relationships mana-

gement approach, the paper presents a literature 

review followed by the methodology involving 

an explorative case study method, findings and 

conclusions. 

LITERATURE REVIEW 

Peppers and Rogers (2003) propose that es-

tablishing a 360-degree view of an individual 

customer means recognising the customer at any 

time across product purchase and service lines. 

They argue that sales managers and agents could 

utilise insights contained within these 360-degree 

views to acquire and retain customers for SME’s 

and keep the “earning relationship” through 

channels and touch points such as account man-

agement, call centres, marketing, channel man-

agement, finance, order management, support, 

product warranty, external data, e-commerce and 

Web applications. 

Customer access to multiple channels when 

they contact the enterprise, while building a sin-

gle customer relationship is the essence of a 360-

degree view (Hood, 2003; Gummesson, 2004; 

Stone, 2003a&b; Peppers and Rogers, 2003). It is 

acknowledged, however, that SME’s may not 

have as many separate channels and touch points 

as stated above, although they still need to de-

fine, target and manage customers before, during 

and after the sale throughout a customer’s lifecy-

cle.  Limited literature relating to SMEs’ chan-

nels in the new 360-degree environment has 

made it difficult to specify which channels are 

grouped compared to individual touch points. 

Yet, it is assumed that it requires handling rela-

tionships through customer contact points not 

only for marketing, sales and service functions, 

but also finance and production departments as 

well as other touch points to recognise custom-

er’s needs and requirements. 

Once a company is ready to pursue a custom-

er relationship strategy, CRM and the 360-degree 

view is equally applicable to effectively ensure 

that the right environment is established to build 

and retain such relationships. Galbreath and 

Rogers (1999) argue that CRM is about the trans-

formation of the entire enterprise and how it 

views and conducts business with its customers. 

It generally combines various elements of tech-

nology, information resources and processes in 

order to create a 360-degree view of its custom-

ers. CRM is simply the ability to treat individual 

customers differently, which involves creating a 

seamless experience between the customer and 

all areas of the organisation.  Establishing a 

cross-functional team with a cohesive mission 

that encompasses all the customer touch points to 

embrace a 360-degree view is one such example. 

Peppers and Rogers (2003) posit that the pre-

requisite for a 360-degree approach is a one-to-

one focus with each individual customer. Em-

bracing a CRM strategy equally means embrac-

ing a 360-degree approach to view individual 

customer profiles. 

There are, however, differing views as to 

how far advanced SME’s are in the process of 
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managing customers and creating an environ-

ment which integrates marketing, sales, service, 

back-office and supply functions in order to 

achieve a 360-degree view of their customers. 

Although few SME’s have formal methods in 

place to understand their customers, investing in 

CRM and a change of focus to a 360-degree ap-

proach could give a competitive edge, while in-

vesting in CRM-enabling applications can give 

SME’s significant competitive advantages (Rob-

inson, 2004). 

For some SME’s, CRM and a 360-degree 

view are relatively new business and manage-

ment concepts. They are still doing ‘business as 

usual’ since they are uncertain as to what they 

will achieve. Either business relationships are not 

formalised or captured, or they operate under the 

misconception that “CRM is for large companies, 

not for them” (Robinson, 2004). 

Surveys have differed in their findings as to 

how much SME’s use a formal CRM package. 

Industry organisation, CRMGURU found that 

only 10-15 percent of SME’s use a formal CRM 

package (Robinson, 2004), whereas organisa-

tions such as Gartner and The Customer Market-

ing Institute, found that 48-50 percent were using 

CRM software or a sales force automation pack-

age system (IOMA’s Report on Customer Rela-

tionship Management, 2004). Gartner’s study 

also found that, close to 80 percent of companies 

(large and small firms) did not have a CRM 

strategy involving customers as a “company as-

set”. 

Although CRM has been used to describe 

technological tools and applications for the front 

end of a business, Peppers and Rogers (2003) 

suggest that once a company is ready to pursue a 

customer relationship strategy designed for a 

more customer-oriented focus, the 360-degree 

view is applicable. It is a matter of changing the 

mindset to provide a 360-degree view of each 

individual customer. This notion is supported by 

the argument that a change to a customer focus is 

critical as well as understanding what sort of re-

lationship the customer actually needs from a 

business. A customer orientation rather than 

product or sales orientation is often considered to 

be a precursor to CRM implementation. 

A further argument is because SME’s are less 

structured; they do not have systematic processes 

and are therefore not as well prepared to achieve 

CRM (CRMGURU, 2004). Instead, it is an intui-

tive process for SME’s, since they talk to their 

customers they capture complaints and they un-

derstand that if they are in touch with their cus-

tomers they therefore deliver value (Thomson, 

2004). 

Another consideration is that SME’s do not 

see benefits and therefore ask: “what’s in it for 

me”? According to Jay Curry, nobody has an-

swered that for SME’s and thus, it is mainly a 

matter of education (Curry, 2002). 

A further view is that SME’s have fewer bar-

riers between the customer and the organisation 

because there is less of an infrastructure. Howev-

er, a different type of CRM is required to be ef-

fective when you do not have a person responsi-

ble for sales and marketing. Instead, everyone 

tries to do their job and they need to keep the 

customer in mind (Kinikin, 2004). 

If a unified view of the customer (i.e. 360-

degree view) can be achieved, the potential for 

synergies of sales opportunities and marketing 

communications is increased. With more effec-

tive targeting of individual customers involving 

enhanced cross and up-selling opportunities, en-

terprises can exploit one channel over another, 

and create multi-channel marketing campaigns 

dependent on customer demographics, economic 

models and organisational structures (Schoen-

bachler, 2002; Hood, 2003; Stone, 2003a&B). 

A synergistic strategy for physical and elec-

tronic channels implies that those channels have 

their own value and competitive strength (simons 

et al, 2002). Enterprises can achieve excellence 

in the vital customer touch points of marketing, 

sales and service when focusing on managing the 

customer contact points. This will deliver a high 

return on investment through satisfied customers, 

repeat business and enhanced profits. The down-

side of a focused channel view rather than a cus-

tomer-centric view is less loyal customers that 
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are difficult to retain, negative word of mouth 

referrals and increased support costs to manage 

an unmanageable situation (hood, 2003).  

The benefit of a 360-degree view is unique 

customer information collected through a number 

of integrated channels and converted into valua-

ble insights based on thorough analysis of past 

customer purchases across all channels. True 

customer preferences and higher-valued custom-

ers can then be segmented as much as individual 

customers can be offered customised products 

and services. 

Synergy can be achieved through integration 

of the multi-channel environment and continued 

focus on the customer, rather than the channel, 

since success will depend on how well all chan-

nels are used to the best advantage. Many enter-

prises gain benefit, but many do not. “One size 

does not fit all”, and enterprises and customers 

each have their own requirements and need-

tailored solutions (Hood, 2003). In order to 

achieve desired customer behaviour and test 

marketing activities designed to achieve this, 

CRM and a 360-degree view are important tools 

to manage the different ways in which an organi-

sation “touches” a customer (Stone, 2003b). 

Possible barriers facing SME’s are a conse-

quence of making SME’s less advanced in the 

CRM process, while focusing on a 360-degree 

customer view. One barrier is the financial issue. 

The debate concerns SME’s spending relatively 

more on implementing and profiting from CRM 

than their larger counterparts, because SME’s 

cannot amortise the investment over as many 

people or undertake pilot projects before they 

start a rollout (CRMGURU, 2004). SME’s are 

more likely to have less funds available and 

therefore implement CRM practice without 

changing company cultures (Hood, 2003). A 

possible barrier could also be that SME’s are un-

able to see any immediate benefit, or even to 

perceive a benefit at all, given what is actually 

out there for them (Robinson, 2004).  

Organisational issues also create an internal 

barrier for SME’s when moving towards a CRM 

database system and a 360-degree customer 

view. Here, SME’s have their own particular 

characteristics which affect the way in which 

they operate and which largely determine their 

preoccupations and concerns; organisational 

structures in small firms are less rigid, sophisti-

cated and complex than in larger firms (Hill, 

2001a&b). Indeed as Robinson (2004) com-

ments, many SME’s are not ready for CRM and 

therefore need to develop their organisational 

capabilities in order to fully adopt it. 

Customer information is key and although 

most SME’s have a database, many do not have a 

consolidated view of whom their customers are 

(Burns, 1995). According to Robinson (2004), a 

learning curve investment will achieve positive 

CRM and a 360-degree approach: reshaping the 

customer process, selecting CRM systems, de-

veloping training programs and it is important 

that SME’s pay attention if they wish to attain a 

competitive advantage. 

METHODOLOGY 

The study investigated four SME’s operating 

in the conference sector in Denmark using a tri-

angulated case study methodology as advocated 

by Yin (2009). This partly contributed to the va-

lidity of the findings but was also reinforced by 

using a qualitative approach undertaken in a rig-

orous way in order to generate themes, identify 

issues and explore discourses. The justification 

of using the conference sector as an exemplar, 

and the rationale for the study being based on the 

selected four firms, was according to the fact that 

the sector was appropriate because of the nature 

of the inter-firm relationships.  

The research aim was to investigate how near 

SME’s are to achieving a 360 degree approach to 

managing customer relationships. The purpose of 

this study was to understand how small to medi-

um enterprises (SME’s) in the Danish conference 

sector manage and build customer relationships 

and to investigate the extent to which they were 

prepared to adopt a 360-degree view when pursu-

ing a customer relationship management ap-

proach. In relation to this the research followed a 
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design with objectives/research questions accord-

ing to the five central themes of:  

(1) the customer management approach (Rogers, 

2000a; Curry, 2002; IOMA, 2004; Leo et al, 

2005) – what customer management approach is 

the SME using? 

(2) transactional-oriented or relational-oriented 

customer approach – to what extent does the 

SME use a transactional-oriented or relational-

oriented customer approach? 

(3) personalized, digitalized or customized ap-

proach – which approach in terms of personal-

ized, digitalized or customized, or a combination 

of these, is the SME using? 

(4) whether SME’s are ready with regard to 

‘new’ behavior in their customer approach – 

what is the SME’s attitude towards change in 

their customer approach? 

(5) SMEs and the 360-degree view approach – 

how near are SME’s to achieving a 360-degree 

approach? 

These were the questions/themes that the in-

terviews concentrated on in relation to the objec-

tives through the focused interview and other 

material which provided the results. The data 

collection methods used included (i) the compila-

tion of information concerning each firm from 

company reports and documents relating to cus-

tomer relationships, (ii) observation of company 

activities involving the management of customer 

relationships and (iii) semi-structured interviews 

conducted with key executives in the sales and 

marketing departments. In-depth analysis of the 

interview transcripts enabled the researchers to 

establish what the firms believe CRM involves. 

In doing, this it was possible to triangulate the 

findings from the analysis of company infor-

mation, observation of activities and the semi-

structured interviews. In relation to the data col-

lected, all the information analysed was anony-

mized for each organisation. The SME’s chosen 

for this study were private sector firms and have 

the following characteristics:   

 They are cultural institutions using their fa-

cilities to offer conferences and events; 

 They have scarce resources in relation to hu-

man and financial capacity for commercial 

activities;  

 It is a niche market where production and 

consumption coincide, thus a high contractu-

al commitment is necessary;  

 The target group and segments of B-2-B cus-

tomers are considerably fragmented. 

 They all had web sites. 

It was believed that the size of the organiza-

tion was less important, but rather it was a matter 

of the strategy to approach customers which 

would empower the relationships. 

The conference sector was chosen within the 

service industry where customer orientation is 

the focus, and it is essential to tailor products to 

consumers’ needs in order to survive. The con-

ference sector (hospitality industry) in Denmark 

has a number of SME’s, more or less subsidised 

by the Government, which offer unique facilities 

in a cultural environment while offering confer-

ence facilities. The attention on customers is vital 

in a highly competitive market place with in-

creasing product offerings due to low entrance 

barriers from other related industries e.g. caterers 

and restaurants requiring large facilities in histor-

ic old buildings or rejected warehouses. 

The actual sizes of companies were in the 

range 10-50 employees. Company A provides a 

wide range of graphic display products and high-

ly innovative and cost-effective display and mer-

chandising solutions, tailor-made to the exact 

requirements of the customer. Company B runs 

an exhibition venue with 5,000 sq metres of 

space for many different types of events such as 

trade fairs, product presentations, dinners and 

parties from 300 to 3,400 seated guests as well as 

conferences with 300-1,200 participants. Com-

pany C runs a popular venue for cultural, corpo-

rate events and sport and with 22,000 sq metres 

of area and offers a range of conference facilities 

in addition to other facilities. Company D runs a 

design centre which involves innovative tempo-

rary exhibits on the main floor including local 

design with the rest of the focus on international 

design. 
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In accordance with Yin (2009) the case study 

approach used for this work has: 

1. Aimed to understand and explore how near 

SMEs are to achieving a 360-degree approach to 

managing customer relationships; 

2. Not necessarily commenced with a set of 

preconceived questions and ideas with regard to 

the organisations which have been researched; 

3. Employed multiple methods to collect the 

relevant information from the case study sources 

and the relevant literature.  

The following findings provide the results of 

the four SME case studies investigated. The po-

tential outcome of the analysis of the findings 

provides insights into how SMEs manage and 

build customer relationships and how near they 

are to achieving a 360-degree view approach. 

RESULTS 

(1) Customer Management Approach 

Research Question - what customer man-

agement approach is the SME using? 

It was difficult to identify one single custom-

er management approach which all SMEs in the 

study currently used, but some elements were 

generally the same. The sales and marketing de-

partment were key channels, in which the SMEs 

grouped several touch points to ensure one con-

tact person to manage a customer. 

After interviewing the four SMEs in the Dan-

ish conference sector it was found that they all 

were using some kind of database system to 

manage customer data. None had a completely 

integrated or advanced CRM system within the 

organization, but more than one had a CRM sys-

tem running, albeit at different stages as to the 

extent it provided synergy or synchronized data 

across different products when purchased by the 

same customer. “Management of information 

and data is registered in a database system - at 

the moment only data related to one activity can 

be registered, which means that if the same cus-

tomer has purchased another product, I would 

not know unless I was informed directly person-

to-person” (company a). 

Two other SMEs were focusing on two sepa-

rate databases depending on pre-sales contacts or 

committed customers for product delivery in the 

sales and marketing department, yet they were 

still in the process of integrating a CRM system. 

“We don’t have one “golden” CRM system. We 

have more units within the organisation, which 

do not have integrated information about the 

same customers who approach us through differ-

ent channels” (company c). “Our mindset is very 

much like CRM – we think like CRM, but be-

cause it’s very complicated to integrate different 

systems and the costs are huge it’s difficult to 

achieve” (company d). 

 

(2) Transactional-oriented or Relational-

oriented Customer Approach 

Research Question - to what extent does the 

SME use a transactional-oriented or relational-

oriented customer approach? 

Half of the SMEs made an effort towards es-

tablishing a personal relationship with the cus-

tomer. From an academic point of view, relation-

ship marketing is about creating and maintaining 

long-lasting relationships through interactive dia-

logue, product benefits, and high customer ser-

vice orientation across the organisation (Egan, 

2011; Little and Marandi, 2003; Christopher et 

al, 2002; Gronroos, 2000; Gummesson, 1999). 

Other SMEs showed that it perhaps was more a 

matter of quick exchange of business. Others 

have argued that relationship marketing is just a 

framework for exchange which managers had to 

consider when focusing on appropriate prod-

uct/service, customer and organisational methods 

(Palmer, 1996; Rich, 2000; Rao and Chad, 2002). 

A question was whether SME’s had  moved 

from a short-term transactional-oriented ap-

proach at all? Or have they moved towards a 

long-term relational-oriented approach? Kotler 

(1991) argued that businesses were moving away 

from a focus on exchange – a narrow sense of 

transaction-towards building value-added rela-

tionship and marketing networks. Rogers 

(2000a&b) claimed that the revolution is about 
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customer, relationships and technology. The in-

terviews indicated that SMEs in transformation 

between eagerly conducting quick sales to in-

crease revenue (i.e. transaction according to Ko-

tler, 2002), as well as trying to make efforts to 

build long lasting relationships for future profits. 

All the SMEs interviewed were facing a trans-

formation from being more or less product-

orientated/transactional to becoming more rela-

tional in the process of building and managing 

customer relationships. This was confirmed by 

the statement “we don’t really have relationships 

to a lot of our customers because we still focus 

on the products and activities, and not on the 

customer itself” (company a). They continue that 

it is difficult to build relationships with a cus-

tomer when they do not know the customer’s 

business, and when each has its own database.  

It could be argued that SMEs were in the 

transformation of becoming more relational-

oriented towards customers, but it was the nature 

of the Internet, which embraced the quick ex-

change between the two parties, and due to con-

venience therefore accepted the transactional-

oriented customer approach, as was the case for 

most enterprises in the 1970s and 80s.  

It is the evolution from transaction marketing 

to relationship marketing, which results in re-

search indicating the need for a more rigorous 

database and greater utilisation of current com-

puterised tracking systems. All the SMEs inter-

viewed had some kind of databases to accumu-

late customer data, suggesting that they had pro-

gressed with the relationship revolution. The 

question was rather; what approach did they con-

duct when looking into the channels and touch 

points they used for building relationships?  

(3) Personalised, Digitalised or Customised Ap-

proach? 

Research Question - which approach in 

terms of personalised, digitalized or customized, 

or a combination of these, is the SME using? 

During the 1980s and early 1990s relation-

ship building and management was a leading ap-

proach in modern marketing practice (Jackson, 

1985; Dwyer et al., 1987). Yet there was a dif-

ference between conducting a personalised, digi-

talised or customised approach. 

Along with the relationship revolution, and 

one-to-one marketing, a personalised approach 

would better manage individual relationships to 

individual customers (Rich, 2000; Lackner, 

1998). Alternatively, a digitalised approach em-

bracing the Internet as the source of information, 

feedback, and data gathering would build strong 

relationships (Hanson, 2000; Stermer, 1999). 

With a combination of the two approaches, a cus-

tomised approach, digital evolution continuously 

improved technical systems to support business 

performance, yet personal relations were equally 

important (Zineldin, 2000; Peppers & Rogers, 

2000a&b; Hill 2001). It could be argued that 

SMEs pursued a one-to-one, personalised ap-

proach to better manage individual relationships 

to individual customers. 

As Websites became cheaper and more ad-

vanced, relationships developed with improved 

online communication between companies and 

customers. SMEs conducted a digitalised ap-

proach, embracing the Internet more than just up-

loading company information onto a Website. 

According to Hanson (2000) it was a process de-

veloped in three stages: (i) publishing sites; (ii) 

databases and forms; (iii) personalisation. 

As the one-to-one vehicle further developed 

the personalisation approach to a larger scale (i.e. 

mass customisation); and the impact of the Inter-

net together with information technology has en-

abled automation of sales and marketing efforts 

i.e. CRM systems (Peppers and Rogers, 

2003a&b), a customised approach was a more 

accurate characteristic of SMEs’ access to cus-

tomers. 

Assuming that the three customer approaches 

reflected the relationship evolution, every SME 

should have achieved an integrated CRM system, 

to manage each of their individual customers. 

Yet, this seemed not to be the case. The SMEs 

appeared close to pursuing a combined customer 

approach embracing all three approaches - a per-

sonalised, digitalized, and customized approach. 
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(4) Whether SME’s Are Ready With Regard to 

‘New’ Behaviour in Their Customer Approach 

Research Question - What is the SME’s atti-

tude towards change in their customer ap-

proach? 

When exploring the status of how near SMEs 

were in the CRM process, it appeared that those 

SMEs interviewed were either not advanced with 

an integrated CRM system and used a simple da-

tabase system instead; nor when having one, they 

used it as an advanced database system to man-

age customer data, leaving out the integration of 

knowledge sharing between departments, and 

counting on personal relationships established on 

an individual basis. 

The SMEs seemed committed to CRM prin-

ciples believing in its high relevance and benefits 

to current and future business. For all it was vital 

to register and manage information to know what 

customers want, when and how in order to create 

loyalty and retain customer portfolios. “It’s very 

relevant for any company to have a CRM system, 

regardless of the size. It’s vital to handle and 

register the information about your customers in 

order to work constructively” (company b). They 

were aware of how fragile their organisation 

would be once an employee moved to another 

firm having stored valuable customer profile in-

formation in their head. This was something that 

could be avoided if a central CRM system was 

used. 

SMEs’ attitude towards a change in their cus-

tomer approach was obtained through statements 

of their strengths and weaknesses in building 

customer relationships. Their statements showed 

that their attitude supported the business philoso-

phy of CRM and that they already thought CRM 

(company d). SMEs appeared to be ready to 

change their behaviour to improve their customer 

approach. However, their weaknesses showed 

that they still had some hurdles to overcome. 

The central issue for all four SMEs was that 

their database systems, even the two more ad-

vanced ones, were not geared for a highly cus-

tomer-centric approach. This was confirmed by 

the comment, “we don’t really have relationships 

to a lot of our customers because we still focus 

on the products and activities, and not on the 

customer itself, thus we approach them as “debt-

ors”, not as customers” (company a). This illus-

trated that product-orientation was an obstacle to 

becoming fully customer-oriented, so data regis-

tration was based upon product activity on spe-

cific dates and not continuously developed and 

improved for customer profile purposes.  

(5) SMEs and the 360-degree view approach 

Research Question - How near are SME’s to 

achieving a 360-degree view approach? 

Giving customers access to use multiple 

channels when they contact a company, while 

building a single customer relationship is the es-

sence of a 360-degree view (Hood, 2003; Stone, 

2003a,b&c; Peppers and Rogers, 2003). When 

exploring the results of the interviews, the SMEs 

appeared to be conducting a CRM philosophy 

without knowing it. 

They grouped sales, marketing and sales 

channels as one unit, handled most of the contact 

points sales, marketing and Website, service, 

support, evaluation, and reclamation, while being 

a call centre. This suggested that they used mul-

tiple channels and possible touch points to ap-

proach customers. SMEs potentially concentrated 

their effort to the benefit of the customers. It was 

explained, “I think we have a 360-degree ap-

proach to our customers because there’s no in-

formation lost. We are in control of who’s ac-

count is responsible to each individual customer, 

and we have some really good tools to handle the 

relationships (CRM, website, newsletter), which 

support all our channels” (company b).  

Establishing a cross-functional team with a 

cohesive mission that encompasses the entire 

customer touch points embraces a 360-degree 

view. The SMEs were already well ahead in their 

approach. For instance, company d explained 

that knowledge sharing was one of their biggest 

assets, and that everyone involved across de-

partments knew about the final product when de-

livered to the customer. Regardless of which 
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contact touch points the customer used, the peo-

ple involved were informed.  

The SMEs seemed very focused and dedicat-

ed to add value to their customers. They empha-

sised the importance of having one contact per-

son in charge. This was confirmed, “We add val-

ue by giving the customers inspiration, and in-

puts to flexibly adjust the product to their needs” 

(company b), and supported by, “In order to keep 

this positioning, having a unique product offer-

ing, you need to keep being flexible and adjust 

your product to the customer’s needs” (company 

d). However, statistics show SMEs are still in 

transition (IOMA’s report on Customer Relation-

ship Management, 2004) and debate is ongoing 

as to why more SMEs are not pursuing a custom-

er relationship strategy where a 360-degree view 

is applicable.  

The literature indicates that once SMEs were 

ready to pursue a customer relationship strategy, 

it could be identified as a one-to-one focus when 

building relationships to single customers (Pep-

pers & Rogers, 2003). Those SMEs interviewed 

all seemed to have problems with “handling the 

customers individually” once there were more 

than ten. This could arguably be one reason why 

they seemed slow in achieving a 360-degree 

view approach.  

Throughout the literature there is agreement 

that financial, organisational or educational as-

pects could be potential barriers to develop the 

CRM and 360-degree view process. A possible 

barrier was that SMEs were unable to see an im-

mediate benefit, or even to perceive a benefit, 

given what was actually available for them (Rob-

inson, 2004). This did not reflect the views of the 

SMEs interviewed since they did see the benefit 

of having an integrated CRM system, but due to 

limited human and financial resources, and ca-

pacity at an operational level, found alternative 

ways of optimising a more or less advanced da-

tabase system to handle customer contacts.  

Organisational issues were mentioned as an 

internal barrier, where due to less rigid, sophisti-

cated and complex organisational structures they 

were not ready for CRM and a 360-degree view 

(Hill, 2001). This suggestion was fairly true “we 

don’t have capacity enough to actually achieve 

the 360-degree customer profile to improve our 

relationship with each individual customer” 

(company c). The reason for this was likely to be 

because SMEs were usually in progressive de-

velopment – like start-up companies, and CRM 

and 360-degree approaches had a low priority 

given the lack of time to structure or formalise 

overall procedures. 

SMEs were theoretically better equipped for 

CRM, but in the real world it was not happening 

because they did not have the staff or the con-

sultant power to progress into CRM as a business 

strategy (Curry, 2002). This was because they 

did not have a large number of employees struc-

tured into different skills and organisational 

functions. It was impossible to provide one holis-

tic, cross–channel integrated CRM system to 

support the 360-degree view approach.  

SMEs were already customer-centric but did 

not have the financial and human resources to 

provide customisation, personalised attention, 

and focus on after-sales support to customers. 

This organisational issue could arguably be a ma-

jor barrier to explaining why SMEs potentially 

were slow in achieving a 360-degree view ap-

proach.  

Alternatively, Curry (2002) suggested that it 

was a matter of education as to why SMEs did 

not achieve a 360-degree approach. And as Rob-

inson (2004) argues, since a learning curve in-

vestment would achieve CRM and a 360-degree 

approach i.e. reshaping the customer process; 

selecting CRM systems and developing training 

programmes was a major barrier to SMEs. This 

was in fact true for those SMEs interviewed.  

The overall results showed that the four or-

ganisations seemed to have something close to a 

360 degree approach but they did not refer to it 

as that and simply “got on with it”. This appears 

to be a fairly typical situation in SMEs since they 

simply do things without ascribing terms for 

what they do as entrepreneurs. Generally very 

few firms will have a fully developed CRM sys-

tem and one would certainly expect less among 
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smaller firms. Here it is important to observe that 

good CRM implementation actually gives a 360-

degree view of the customer. 

For the SMEs a formal strategy, for example 

a CRM strategy, appears to be absent and is 

probably not relevant. Firms of this size are 

probably operations oriented so that they have a 

body of knowledge for CRM operation. It would 

appear best to evaluate them in terms of an oper-

ational perspective and not from a formal strate-

gic one.  

CONCLUSIONS 

Through an understanding of how SMEs 

managed and built customer relationships, the 

objective of this research was to investigate how 

near SMEs in the Danish conference sector are to 

achieving a 360-degree view approach in order to 

manage customer relationships. The literature 

advocated that CRM and the 360-degree view 

were important tools to investigate the different 

ways in which an organisation “touches” a cus-

tomer (Stone, 2003b). When analysing the atti-

tude and mindset of the SMEs, they rather 

thought like CRM while building and managing 

relationships without reflecting upon the synon-

ymous term CRM, 360-degree or another term of 

approach. 

Business advocators for CRM suggested that 

it required a learning curve investment to achieve 

CRM and a 360-degree approach i.e. reshaping 

customer process, selecting CRM systems and 

developing training programmes, and that was 

something SMEs appeared not to pay enough 

attention to (CRMGURU, 2004). Academic re-

search advocated that creating a continuous in-

teractive dialogue with customers, exploiting the 

customer data available to them, and turning it 

into empowering knowledge, would ensure a uni-

fied view of a single customer relationship - a 

true 360-degree view approach (Hood, 2003; 

Gummesson, 2004; Gummesson, 2002; Stone, 

2003a,b&c; Peppers and Rogers, 2003). It was 

really a matter of giving customers access to use 

multiple channels when they contacted a compa-

ny, while building a single customer relationship. 

Yet, how ready were SMEs really for such an 

approach to achieving this 360-degree view of 

each customer profile? 

The findings showed that several SMEs ex-

pressed a lack of understanding, differing inter-

ests and no recognition by senior management or 

indeed the rest of the organisation. They had an 

underlying attitude and mindset of “What’s in it 

for us”, which subsequently indicated that most 

of them had not prioritised 360-degree and CRM 

high enough, and indicated potential obstacles to 

implement CRM. Yet, when examining the in-

terview findings in more detail, it became evi-

dent that SMEs were in the process of building 

value-added relationships with their customers 

and pursuing a combined customer approach that 

embraced a certain level of personalised, digital-

ized and customised approach. This was partly 

through creating interactivity and dialogue with 

customers and partly by establishing customer 

relationships through personal relationships. 

Business focus was likely to transform into CRM 

with a hybrid of marketing relationship pro-

grammes that would range from relational to 

transactional to outsourcing market exchanges 

and customer interactions. When examining the 

generalizable results of the case studies, the 

SMEs appeared to be conducting much of a 

CRM philosophy already and it appears that this 

would hold true for other cases.  

As argued by CRM advocates issues such as 

education and knowledge relating to the potential 

of CRM coupled with a 360-degree approach 

could provide SMEs with a potential competitive 

advantage (CRMGURU, 2004).  

The literature indicates that SMEs are unpre-

pared to adopt a 360-degree view approach. The 

empirical findings illustrated more conviction 

indicating the view that SMEs in the Danish con-

ference sector were in the process of adopting a 

CRM approach and focusing increasingly on es-

tablishing a 360-degree view for each customer.  

Analysis of the findings showed that SMEs were 

still very slow in the development process due to 

educational, financial and organisational barri-
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ers/challenges, and although using multiple 

channels and possible touch points to approach 

individual customers, they appeared to be not 

fully prepared to adopt a 360-degree view at this 

present time. The benefit of a 360-degree view is 

unique customer information collected through a 

number of integrated channels and converted into 

valuable insights based on thorough analysis of past 

customer purchases across all channels. In terms of 

originality/value the paper indicates that although 

SME’s in the sector focus increasingly on build-

ing and managing individual customer relation-

ships, they appear not to be fully prepared to 

achieve a 360-degree view. 
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ABSTRACT. Researchers examined the diffusion and adoption of technologies in international set-

tings.  Cross-national consumer behavior regarding the intention to buy products and services online is 
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tion.  These findings are discussed in context of the technology acceptance and diffusion of innovation 
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INTRODUCTION 

Firms that seek to market their goods and 

services on the Internet face numerous challeng-

es, such as website functionality and appeal, de-

velopment of security and trust, payment mech-

anisms, to name a few. As in domestic market-

ing, these challenges become more complex 

when a firm targets international consumers. As 

an international marketing tool, the Internet pre-

sents a powerful means by which to efficiently 

and effectively reach customers worldwide. 

Consequently, there is a need to understand what 

factors may differ across cultures in how poten-

tial customers may adopt technology like the 

Internet for purchasing goods and services. 

It has already been established that culture  

influences  a user’s perception of IT innovations 

(e.g., Chiu, Fang, & Tseng, 2010; Jarvenpaa, 

Tractinsky, Saarinen, & Vitale, 1999; Ro-

bichaux, & Cooper, 1998; Straub, Keil, & Bren-

ner, 1997) and that the acceptance rate of such 

technologies can vary across national settings 

(e.g., Thornton & Marche, 2003). The adoption 

of the Internet, as a particular type of IT, to 

make purchases is also likely to vary according 

to various factors (McCoy, Galletta, & King, 

2007; Singh, Fassott, Chao, & Hoffmann, 2006), 

including culture (Van Slyke, Lou, Belanger, & 

Sridhar, 2010). Such considerations, are among 

the factors which marketers must consider in 

determining how to successfully establish their 

presence online and to attract potential interna-

tional customers to use their website.  

Although much of both the academic and 

business world is abuzz of how the Internet has 

changed the economy and how business is con-

ducted, comparatively little is yet known about 

what factors influence consumer online spending 

habits. It is safe to assume that the longer a con-
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sumer has been using, and the more often he/she 

uses a technology to make purchases, the higher 

would be their intention to make such purchases 

in the future.  However, the uncertainties and 

risks that people may perceive in using such a 

technology may also affect their online purchase 

intention (e.g., Gefen, 2000; Ha, Muthaly, & 

Akamavi, 2010; Kuhlmeier & Knight, 2005), 

especially when those purchases are conducted 

internationally (e.g., Makhija & Stewart, 2002; 

Mitchell & Vassos, 1997; Verhage, Yavas, & 

Green, 1990; Weber & Hsee, 1998).  Risk his-

torically has been considered as a vital influence 

on any consumer purchase decision (e.g., Bauer, 

1960; Dowling & Staelin, 1994; Weber, Blais, & 

Betz, 2002).  

The Internet’s dynamic nature and tendency 

to be influenced by such factors as culture, per-

ception of risk, and experience warrant addition-

al research into consumers’ online purchase in-

tentions. Therefore, this study will use data from 

France and the United States to examine the 

roles and interrelationships of key antecedents in 

online consumer purchasing. France and the 

United States were chosen not only because of 

their similarities in socio-economic, socio-

cultural, and infrastructure terms, but also be-

cause they are both examples of the Western cul-

tures for which most of online practices and pro-

cedures were originally developed.  

THEORETICAL BACKGROUND 

Firms are confronted by various challenges 

in using the Internet to market their goods and 

services around the world. Not only is Internet 

technology itself challenging because of its 

complex and dynamic nature, but also the ac-

ceptance and presence of Internet technology in 

a particular country may differ as a result of cul-

tural influences.  

One method of explaining as to how tech-

nologies are adopted that is often cited is the 

Technology Acceptance Model (TAM) first pro-

posed by Davis (1989). The TAM implies that 

the perceived usefulness (U) and perceived ease 

of use (EOU) of a technology will influence atti-

tudes towards its use.  Such attitudes will then 

influence behavioral intentions, which, in turn, 

leads to actual use.  Although the TAM has been 

used successfully in the information technology 

(IT) literature, research as to its applicability to 

consumer Internet use is limited (e.g., Turner, 

Kitchenham, Brereton, Charters, & Budgen, 

2010).  One exception is Singh et al. (2006) in 

which the TAM was used to analyze American 

and Japanese MNE websites as they appeal to 

Brazilian, German, and Taiwanese consumers. 

From their study, Singh et al. (2006) established 

the TAM is indeed useful in an international set-

ting and that cultural adaptation should be in-

cluded as a variable when using the TAM in 

cross-cultural studies.   

The applicability of the TAM in international 

settings was further analyzed when Almutairi 

(2007) applied it within the Middle Eastern cul-

ture of Kuwait.  Almutairi (2007) discovered 

that TAM has limited explanatory power when 

used in conjunction with a non-Western culture, 

especially one as distinct as Kuwait.  Therefore, 

the external validity of the TAM cannot be es-

tablished and its use should not be presumed to 

have explanatory results in all settings.  In his 

seminal work, Hofstede (1991) found fault with 

many management theories as a result of what 

could be termed as their ethnocentric North 

American orientation.  As Aharoni and Burton 

(1994) established, external validity is a central 

concern of any research, an important element of 

which for cross-cultural studies is “international 

validity.”  

Since the TAM may not apply to all interna-

tional settings, McCoy, Galletta, and King 

(2007) warn that caution and rigorous testing 

should be exercised when applying it in multi-

cultural contexts. They further indicated that 

technologies such as the Internet are not equally 

adopted between developed economies and de-

veloping economies, which typically suffer from 

lower levels of education and per capita income.   

Such a study has emphasized that technology 
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adoption theories cannot be uniformly applied in 

all cultural settings.   

With two economically, politically, and so-

cially similar cultures as the present sample (i.e. 

France and USA), it could be expected that the 

use of a technology such as the Internet would 

enjoy a constant and similar diffusion.  Howev-

er, even within a culture it has been found that 

attitudes toward Internet use can differ according 

to variables such as  age, education, income, and 

race (Porter & Donthu, 2006). Although it is 

acknowledged that such variables can serve as 

access barriers to the Internet, which can defi-

nitely affect its adoption, TAM variables such as 

ease of use and usefulness tend to have a strong-

er influence (Porter and Donthu, 2006). 

Preceding the TAM as an influence on con-

sumer purchase behavior is the Theory of Rea-

soned Action (TRA), first proposed by Fishbein 

and Ajzen (1975).  TRA addresses the motiva-

tions that influence consumer purchase behavior, 

especially the motivational roles of attitudes and 

subjective norms.  Regardless, as there are vary-

ing levels of technology in the world today, In-

ternet adoption by consumers for purchasing 

cannot be fully explained unless specific cus-

tomer situations in the adoption and acceptance 

of the technology are taken into consideration.  

Consequently, any explanation that TRA can 

have in the adoption of the Internet by consum-

ers for purchasing can only be augmented by the 

TAM. In fact, the TAM was developed by Davis 

(1989) from the TRA of Fishbein and Ajzen 

(1975) as a means of extending a general theory 

to a specific contextual usage, that is, technolo-

gy.   

Equally relevant to how the acceptance and 

adoption of a technology is influenced by its dif-

fusion as an innovation is the work of Rogers 

(1983).  In his diffusion of innovation theory, 

Rogers (1983) offered a perspective that differs 

from that of the TAM and TRA.  According to 

Rogers, the rate of adoption of an innovation 

was based on the user’s perception of the inno-

vation’s attributes, i.e. “in the eye of the behold-

er” (1983, p. 212).  Rogers (1983) then posited 

five attributes or characteristics of an innovation 

that appeal to the perception of the user to make 

it distinct from previous technologies:  relative 

advantage refers to “the degree to which an in-

novation is perceived as being better than the 

idea it supersedes” (p. 213); compatibility is “the 

degree to which an innovation is perceived as 

consistent with the existing values, past experi-

ences, and needs of potential adopters” (p. 223);  

complexity refers to “the degree to which an in-

novation is perceived a relatively difficult to un-

derstand and use” (p. 230); trialability is “the 

degree to which an innovation may be experi-

mented with on a limited basis” (p. 231); and 

observability is “the degree to which the results 

of an innovation are visible to others” (p. 232).  

What Rogers (1983) presents as “relative ad-

vantage” and “complexity” closely correlate 

with the “perceived usefulness” and “perceived 

ease of use” respectively of TAM (Davis, 1989).  

As a result, TAM, TRA, and the Diffusion of 

Innovation perspective present excellent theoret-

ical coordinates from which to examine individ-

ual factors that might influence the adoption and 

use of the Internet by consumers to make pur-

chases (Oh, Ahn, & Kim, 2003). 

Although much has been said for a number 

of years about the globalization of the consumer 

market, nothing has had as far-reaching effect on 

globalization as the Internet. Faced with the 

growing challenges from well-established, well-

connected, and well-funded corporate giants, a 

technology like the Internet presents indepen-

dent and smaller firms a means to level the 

playing field in marketing their goods and ser-

vices around the world.   

HYPOTHESES DEVELOPMENT 

Any purchase situation entails a certain de-

gree of risk and it has been established (e.g., 

Akaah & Korgaonkar, 1988; Cox & Rich, 1967; 

Engel & Blackwell, 1970) that there is a higher 

degree of risk associated with non-store pur-

chases, such as over the telephone or via a cata-

log, than with in-store purchases.  Various types  
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FIGURE 1: Proposed Model 

 
 

     

            

            

            

     
                      

       

                              
                            

                            

                

      

 
      

 

 

of risk are associated with purchases made over 

the Internet (e.g., Ernst & Young, 2010; Modahl, 

2000; Quelch & Klein 1996). In a rather coun-

ter-intuitive finding, Hoffman, Novak, & Peralt 

(1999) determined that concern for personal in-

formation, such as credit card numbers, is posi-

tively associated with the number of online pur-

chases made, perhaps reflecting a feeling that 

increased exposure to the possibility of computer 

crime increases the probability of being a victim. 

Additional reasons for perceived risk involved in 

online purchases include the possibility of re-

ceiving faulty or miss-specified goods (Jones & 

Vijayasarathy, 1998; Quelch & Klein, 1996; 

Tan, 1999).  These perceptions of risk are likely 

to be accentuated when such purchases involve 

international sellers (Makhija & Stewart, 2002; 

Mitchell & Vassos, 1997; Verhage et al. 1990; 

Weber & Hsee, 1998).  Simply stated, the more 

risk a consumer perceives in an Internet-based 

purchase, the less likely they are to make that 

purchase.   

In general, perceptions of risk arise when a 

decision-maker has advanced knowledge (i.e. a 

priori) of the consequences of their choice and 

the chances of occurrence of alternative choices 

(Dowling, 1986; Shimp & Bearden, 1982; White 

& Truly, 1989).  The consumer’s perception of 

risk influences every step of his/her decision 

making process (Mitchell, 1992).  Consequently, 

it is useful for marketers to utilize this 

knowledge of a potential customer’s perception 

of risk in order to gain a competitive advantage 

in online marketing (Mitchell & Vassos, 1997). 

Even though the trend of purchasing goods 

and services online is growing, it is still influ-

enced by the perceived risk involved with online 

transactions (e.g., Aldridge et al., 1997; Ernst & 

Young, 2010; Wang, Lee, & Wang, 1998).  

Common concepts in the definition of perceived 

risk include uncertainty and the possibility of 

adverse consequences of some future event 

(Bauer, 1960; Cunningham, 1967).  Bauer 

(1960) defines uncertainty as the probability that 

a person believes an unknown event would oc-

cur.  Adverse consequences have been defined 

as the amount a consumer has at stake in achiev-

ing a particular set of buying goals (Cox & Rich, 

1967) and the relevance of loss associated with 

the purchase (Taylor, 1974).  In addition, there 

are various types of loss or consequences in-

volved in perceived risk, including what has 

been labeled “performance risk” and ”psychoso-

cial risk” (e.g., Cox, 1967), with other types of 

risk pertaining to such dimensions as physical, 

time, safety, financial, performance (e.g., Cun-

ningham, 1967; Dowling, 1986; Mitchell & Vas-

sos, 1997; Weber & Hsee, 1998), and the loss of 
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personal information (Miyazaki & Fernandez, 

2001). 

Although perceptions of risk can differ 

across cultures (e.g., Hofstede, 1980),  research 

has established that a person is likely to associ-

ate less risk with an innovation the more com-

fortable they become with that innovation (e.g., 

Mitchell & Vassos, 1997, Shimp & Bearden, 

1982; Sood & Adams, 1984; Tan, 1999). Conse-

quently, an online shopper’s perception of risk 

can be expected to decline the more comfortable 

or familiar they become with shopping online.  

A growing familiarity can lead to increased trust 

(e.g., Kim, Ferrin, & Rao, 2009; Mitchell & 

Vassos 1997; Monroe 1976; Wilson, 1979; Za-

jonc, 1968), which is partially the result of the 

increased exposure to the innovation. This famil-

iarity that results from increased exposure and 

use can lead to a reduction in the anxiety and 

risk that potential customers perceive in an 

online purchasing scenario.  

The more a potential customer uses the In-

ternet, the more aware they would become of the 

potential risks of using the Internet for purchas-

ing and the security challenges it may present 

(e.g., Kim, Ferrin, & Rao, 2009).  These per-

ceived risks can be made more credible to a con-

sumer from word-of-mouth stories and adver-

tisements promoting the sale of services such as 

identity theft prevention software and insurance.  

However, increased factual knowledge obtained 

from more personal use and history with the In-

ternet can minimize such anxiety.  Consequent-

ly, consumers who have been using the Internet 

longer in terms of years and more often in terms 

of hours per week should experience lower lev-

els of perceived risk towards making online pur-

chases.  In other words, Internet Facility and In-

ternet History are negatively associated with the 

perceived risk associated with online purchases.  

For this study, Internet history is defined as 

the amount of time, in years, that a consumer has 

been using the Internet.  Internet facility is de-

fined as the frequency, in hours per week, that a 

consumer uses the Internet.  It is argued that the 

greater the history and facility consumers have 

with the Internet, the more trusting they will be 

and the less perceived risk they will have in us-

ing the Internet for purchases.  This reasoning 

therefore leads to the first two hypotheses: 

 

H1: Internet Facility negatively affects Perceived 

Risk of Internet-based purchase. 

 

H2: Internet History negatively affects Perceived 

Risk of Internet-based purchases. 

 

For the purposes of this study, Purchase In-

tention is defined as the willingness of a consu-

mer to utilize the Internet to purchase goods or 

services and is measured by frequency of pur-

chase.  This willingness or intention has been 

found to increase as a person’s use of the Inter-

net increases (Aldridge, White, & Forcht, 1997).  

As previously mentioned, this familiarity, which 

has been connected to a person’s purchase inten-

tion, can be influenced by the regular use and 

history that a person has with an innovation and 

can be associated with a person’s intention to 

purchase (e.g., Biswas, 1992; Dahl, Manchanda, 

& Argo, 2001; Monroe 1976; Zajonc, 1968).  

This tendency is a result of what Zajonc (1968) 

referred to as the “exposure effect,” which in-

creases a person’s comfort with, and acceptance 

of, a given innovation via continuous exposure.  

Quite simply, people will adapt and become 

more comfortable with foreign items, such as 

new technologies, the more they use them and 

become more familiar with them.  This principle 

would apply whether it is something as simple as 

a bicycle or as complex as the Internet. 

In addition to a person’s degree of familiari-

ty, trust could also have an effect on the level of 

comfort in making purchases online (Chen & 

Dubinsky, 2003; Luo, 2002; Mitchell & Vassos 

1997, Van Slyke, Belanger, & Comunale, 2004).  

The quality and nature of relationships, particu-

larly those in business, are affected by trust (e.g., 

Fukuyama, 1995; Moorman, Zaltman, & Des-

hpande, 1992).  This trust tends to in crease with 

the level of familiarity (Doney & Cannon, 1997; 

Luhmann, 1979).  Increased trust is likely to de-
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crease the perceived risk the consumer will ex-

perience in using the Internet for purchases (e.g., 

Chouk & Perrien, 2005).  Based on this reaso-

ning, this study’s last hypothesis is as follows:  

 

H3: Perceived Risk of Internet-based purchases 

negatively affects Purchase Intention. 

METHOD 

To provide empirical support for the hypoth-

eses proposed above, a survey was conducted of 

consumers in France and the United States to 

collect primary data. The survey instrument was 

developed in several stages, based on insights 

gained from the extant literature. The literature 

was searched to obtain information on the key 

constructs and scales appropriate for measuring 

them.  The subjects were masters-level business 

students at large universities in France and the 

United States, countries that are key exemplars 

in global trade. France and the United States are 

advanced economies with leading-edge techno-

logical platforms. Each country is representative 

of a key world region in international trade.   

The survey instrument was developed in 

several stages, following appropriate procedures 

(e.g., Churchill, 1979; Fowler, 1988).  Once a 

draft questionnaire was created, it was pretested 

in a pilot study of 34 international students and 

refined based on resultant findings.  Individuals 

who purchase goods via the Internet tend to be 

young and well-educated (Modahl, 2000).  Ac-

cordingly, university students can be said to be 

strongly representative of typical online buyers.  

Properly completed surveys were received from 

193 respondents in France and 151 respondents 

in the United States.  On average, French re-

spondents were 25 years old and 44 percent 

male; U.S. respondents were 29 years old and 56 

percent male.  

The survey scales and measurement infor-

mation are presented in the Appendix.  The unit 

of analysis for all constructs was the level of the 

consumer.  All measures were assessed via five-

point Likert scales, to reduce the potential for 

respondent fatigue.  Purchase Intention online is 

the same scale used by Goldsmith (2002) and 

assesses the respondent’s willingness to buy a 

product via the Internet.  Perceived Risk of In-

ternet-based purchases was measured using a 

scale similar to that developed by Shimp and 

Bearden (1982).  Internet facility was gauged as 

the number of hours per week the respondent 

uses the Internet for purposes other than e-mail 

and is similar to the scale used by Miyazaki and 

Fernandez (2001).  Internet history was assessed 

as the number of years the respondent had used 

the Internet for purposes other than e-mail.  This 

is similar to “duration” (Miyazaki & Fernandez, 

2001) and is used here as a measure of the length 

of time a respondent has used the Internet for 

activities such as “surfing”, research, and shop-

ping online.   

RESULTS 

Initially, we subjected the construct meas-

urement scales to a purification process. As sin-

gle-item measures, Internet Facility and Internet 

History are not true constructs and were not sub-

jected to psychographic evaluation.  Other 

measures were assessed for reliability and validi-

ty (Gerbing & Anderson, 1988; Joreskog & Sor-

bom, 1997; Joreskog et al., 2000).  Specifically, 

the scales for Purchase Intention and Perceived 

Risk were assessed via Cronbach’s alpha (Nun-

nally, 1978) and confirmatory factor analysis 

(CFA) using LISREL8, in a single measurement 

model for each country sample (Gerbing & An-

derson, 1988; Jöreskog & Sorbom, 1997; Jör-

eskog et al, 2000).  The final scales for Purchase 

Intention and Perceived Risk achieved 

Cronbach’s alphas of.93 and .69 in the France 

sample and.90 and .79 in the U.S. sample, re-

spectively (Nunnally, 1978).  In CFA analyses, 

the measurement models attained satisfactory fit: 



 = 28, df = 24,  p = 0.26, CFI = .97 for France, 

and 


 = 31, df = 24,  p = 0.16, CFI = .94 for the 

United States (Gerbing & Anderson, 1988; Jör-

eskog & Sorbom, 1997; Jöreskog et al, 2000).  

The root mean square error of appropriation 
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(RMSEA) in all assessments was less than 0.08, 

which suggests a solid fit between the popula-

tions of interest and the sample models (Browne 

& Cudeck, 1993; Jöreskog & Sörbom, 1997).  In 

both measurement models, all the path coeffi-

cients linking major constructs to scale items 

were significant at the .01 level, which suggests 

satisfactory convergent validity.  The minimum 

standardized coefficient loading for each meas-

urement item was .43 in the France model and 

.57 in the U.S. model. 

Several methods were used to assess discri-

minant validity between the constructs.  First, in 

each CFA measurement model the correlation 

between each pair of constructs (the phi coeffi-

cient) was constrained and freed.  The resulting 

change in 
2 

 was 43 in the France model and 37 

in the U.S. model. These were all very signifi-

cant (p < .01), which implies all the constructs 

are independent.  Second, in the correlation ma-

trix on the full sample (n = 344) among all study 

constructs, no two constructs were correlated at 

more than r = |0.32|.  Finally, CFA modification 

indices in each measurement model revealed that 

no item cross-loaded onto any construct it was 

not intended to measure (Jöreskog & Sorbom, 

1997; Jöreskog et al, 2000).  Collectively, these 

tests suggest that all construct measures 

achieved reliability and validity. 

Next, using path analysis in LISREL8, for 

both country samples we estimated two models 

that portray the relationships proposed in the hy-

potheses (Jöreskog & Sorbom, 1997; Jöreskog et 

al, 2000).    Findings revealed that Internet Facil-

ity is negatively and significantly related to Per-

ceived Risk (p<.05) in the France sample, but 

not in the U.S. sample. This suggests partial 

support for hypothesis H1. Results also suggest-

ed that Internet History is negatively and signifi-

cantly related to Perceived Risk (p<.01) in the 

U.S. sample.  However, this finding did not hold 

in the France sample, which provides only par-

tial support for H2. Finally, Perceived Risk of 

Internet-based purchases is significantly and 

negatively associated Purchase Intention (p<.01) 

in both the France and U.S. analyses, which 

supports H3. Collectively these findings offer 

some evidence for a mediating role of perceived 

risk in Internet-based purchases.   

DISCUSSION 

Today, the widest range of products and ser-

vices—from car parts to bank loans to finding 

romance—is marketed online. Transmitting data 

and images are essentially costless.  Widespread 

availability of the Internet makes company in-

ternationalization cost-effective, and has opened 

a whole new arena for marketing offerings to 

buyers around the world. Findings in this study 

imply that various factors can affect consumer 

perceptions of risk about buying products and 

services via the Internet.  On the one hand, how 

often, i.e. “facility,” with using the Internet ap-

peared to diminish risk perceptions among 

online buyers in France. On the other hand, how 

much experience, i.e.”history,” with the Internet 

emerged as a key factor reducing risk percep-

tions in the United States. In both countries, risk 

perceptions significantly affected the likelihood 

that a consumer would purchase goods online.  

The lack of support for Internet History as a 

factor influencing risk perceptions in the France 

sample could be a result of the slower diffusion 

of Internet technology in France compared to the 

U.S. (e.g., World Bank, 2009).  A contributing 

factor could have been France’s adoption of the 

Minitel system in 1982.  Minitel was the world’s 

most successful “online” system before the ad-

vent of the World Wide Web and utilized tele-

phone lines to provide television screen access 

for subscribers in making purchases, train reser-

vations, and performing other functions in a way 

similar to what is now common via the Internet.  

Brousseau (2003) suggests that longstanding 

reliance on the Minitel system may have inhibit-

ed early adoption of the Internet in France, but 

simultaneously provided French citizens with 

substantial facility in using online services be-

fore the appearance of the Internet. By using the 

Minitel system, the French gained an advanced  
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FIGURE 2: Results of Analyses on Each Country Model Showing Standardized Coeffi-
cients and (T-Values) 
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conceptual understanding of electronic business-

to-consumer (B2C) exchanges. Such exposure 

could have diminished the perception of benefit 

presented by the Internet and, thus, presented no 

clear “relative advantage” (Rogers, 1983) or 

“perceived usefulness” (Davis, 1989) to the 

French. 

According to Fornerino (2003) France’s use 

of Minitel had an uncertain affect on whether its 

adoption of the Internet was delayed or acceler-

ated. What was certain to Fornerino (2003) was 

that the Mintel experience changed France’s be-

havior toward the Internet, making them “less 

surprised than the rest of the world” (p. 120) 

with it.  Having already been exposed to the 

technological workings and efficiency of elec-

tronic commerce by using Minitel, it is possible 

the French did not perceive the Internet as being 

“relatively difficult to understand and use” ac-

cording to the “complexity” characteristic of 
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Rogers (1983).  It also could have resulted in a 

“perceived ease of use” under TAM (Davis, 

1989).  Although such influences could have 

actually helped France adopt the Internet, ac-

cording to Fornerino (2003) the Internet ap-

peared as a substitution of one technology for 

another, not as a superior replacement technolo-

gy. 

Differences in the role of risk perception an-

tecedents implies that even though two countries 

that are relatively similar in terms of economic 

and technological development may exhibit dif-

fering patterns of adoption of Internet-based 

systems as a function of their own specific 

needs and circumstances.  Indeed, these findings 

suggest that France has followed a different path 

to electronic commerce than that taken by the 

United States.    Since France has similar quali-

ties and infrastructure as the United States, these 

findings serve as evidence that technologies dif-

fuse at different rates due to multiple influences.  

Since countries take different paths to adoption, 

firms cannot take the same approach to market-

ing their products and services online in all 

markets. 

In both France and the United States users 

perceived making purchases online as risky to 

varying degrees. However, study findings sug-

gest that in cross-national settings, the anteced-

ents to perceived risk and risk perceptions them-

selves may be relatively complex.  There ap-

pears to be significant variation in the role of 

perceived risk in individual countries.  More 

research is needed to discover the nature and 

extent of its influence, particularly in e-

commerce conducted internationally.  Depend-

ing on the country, it is likely that consumers 

process information on e-commerce constructs 

differently from consumers in other nations.  

The outcome is likely affected by the rate of 

technological diffusion in individual countries. 

Companies seek increasingly to market their 

products and services via the Internet. Managers 

should seek ways to reduce the perceived risk 

that consumers may experience in making pur-

chases online.  This can be achieved by ensuring 

privacy of buyer information, such as credit card 

information.  In advanced economies like 

France and the United States, managers should 

focus their attention primarily on the role of risk 

perceptions of Internet usage.  Managers should 

take steps to increase the confidence with which 

buyers perceive making purchases via the Inter-

net.  This might include steps to ensure buyers 

receive reliable service and receive the mer-

chandise they expect to receive, based on its 

presentation online.  

The Internet has opened up the global mar-

ketplace to small- and medium-sized enterprises 

and other firms that historically lacked the re-

sources to do international business. By estab-

lishing a presence on the Web, even small firms 

can offer their products and services to buyers 

around the world. In order to support economic 

development, countries need strong infrastruc-

ture in communications, such as reliable infor-

mation technology systems.  Internationally, the 

Internet is an important business resource due to 

its low cost and power to reach customers 

worldwide. As firms transform their businesses 

through the adoption of electronic commerce, 

there is a growing need to understand the factors 

that facilitate customer adoption of the Internet 

for making purchases of products and services. 

Findings suggest that antecedents and use of 

the Internet to make purchases can also vary 

cross-nationally, even between two relatively 

similar countries like France and the United 

States. Companies face obstacles to influencing 

the intention that customers have for shopping 

online.  Determining the appropriate conditions 

for adopting Internet-based selling, and what 

factors facilitate or inhibit buyers in using the 

Internet to make purchases is an important man-

agerial challenge. 

Findings also suggest that managers may 

need to overcome the potentially negative image 

that Internet purchasing may present to consum-

ers in global markets.  Efforts should be made to 

minimize buyers’ perceptions of risk, or target 

buyers whose risk perceptions are already min-

imal. 
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It is necessary for the findings of this study 

to be interpreted in light of specific limitations. 

First, Internet Facility and Internet History were 

measured using individual items.  Second, sub-

jects were graduate students who may not be 

perfectly representative of typical Internet-based 

consumers.  Third, the nature of cross-cultural 

research is such that it is often difficult to con-

trol for all possible country-specific influences, 

such as culture, commercial patterns, socio-

economic conditions, and other such factors.  

Differences in results between France and the 

United States might result from cultural factors.  

For example, Hofstede (1991) found that vari-

ous cultural factors present in one national set-

ting might not be present, or present to a more 

limited degree, in other countries. Risk percep-

tions, as well as the feelings of trust, faith, and 

confidence in retailers and other businesses are 

likely to vary between the two countries.  It is 

also possible that attitudes about such issues as 

risk perception vary among those who reside in 

cities, and those in more rural areas. 

Findings and limitations of the present re-

search suggest several avenues for future re-

search.  First, future research might employ 

more comprehensive measures of key concepts 

and constructs. Second, additional research can 

investigate the mediating effect of perceived 

risk on other dimensions of purchasing via the 

Internet. Research might examine whether risk 

perceptions vary due to differences in culture or 

differences in understanding of the nature of 

online transactions and processes.  Increasingly, 

governments in some countries are providing 

legal and other protections for consumers who 

shop online.  Research might investigate the ef-

fect of such safeguards on buyer perceptions of 

risk. 

Third, the study subjects (relatively young 

and college-educated) represented one segment 

of the potential population of individuals who 

purchase products and services via the Internet.  

Future research should incorporate other catego-

ries of consumers.  Fourth, future studies might 

seek to identify other factors that contribute to, 

or mitigate, perceptions of risk about buying 

goods via the Internet.  Such findings would 

guide future efforts at marketing offerings 

online. Finally, similar studies can be conducted 

in other national settings to determine further 

generalizability of the current findings. 

Results of the foregoing provide insights in-

to Internet buyer behavior, which may enhance 

the level of online business adoption by firms.    

Such insight and adoption could increase the 

likelihood of success of firms that find them-

selves in a world increasingly affected by Inter-

net technology. 
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APPENDIX 

Measurement Information 

Internet Facility  

On average, how many hours per week do you spend using the Internet, for any tasks except e-mail? 

(Choices ranged from “0-1 hours per week” to “Over 40 hours per week”) 

Internet History  

How long have you been using the Internet? (Choices ranged from “Less than 1 year” to “Over 8 

years”) 

Perceived Risk (France  = .69; USA  = .79)  

If I buy on the Internet, my purchase might not be worth the money that I paid for it  

The price that I pay for something on the Internet is not worth the risk of buying on the Internet 

The risk of losing money from buying on the Internet is greater than the risk of losing money from 

buying  in a store 

If I buy on the Internet, I might not get my money back if I am dissatisfied 

If I buy on the Internet, the supplier might not send me the product and keep my money 

If I buy on the Internet, my private information (e.g., credit card number) might be used by someone 

else without my permission 

(Choices ranged from Strongly Agree to Strongly Disagree) 

Purchase Likelihood (France  = .93; USA  = .90) 

How often would you say you buy on the Internet? (Choices ranged from “Very Often” to “Never”) 

Asked another way, how often do you buy on the Internet? (Choices ranged from “More than once a 

week” to “I never do”) 

How many times have you bought something on the Internet during the previous 12 months?   (Fill 

in blank) 

Note 1: The reliability of Internet Facility and Internet History was not assessed since these are 

one-item scales. 

Note 2: Results of LISREL CFA analyses for each country on Perceived Risk and Purchase Like-

lihood follow: 

France 


2 = 28, with 24 df 

p = 0.26 
CFI = .97 
RMSEA = 0.05 

USA 


2 = 31, with 24 df 

p = 0.16 
CFI = .94 
RMSEA = 0.08 
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ABSTRACT. In this empirical study, the authors aim to answer two questions related to global 

brand awareness and image: (1) whether brand awareness and image for the same brand differs 

between international markets and (2) what influencing factors have an impact on any brand im-

age discrepancy between these markets. In an empirical study, respondents in Germany (n=426) 

and Mexico (n=296) reported their brand perceptions. The study revealed that brand awareness 

rates differ significantly between Germany and Mexico and brand image vary considerably. The 

highest impact on brand image differences are due to the factors “satisfaction with the brand,” 

“usage rate” and “influence of reference groups.” 
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DEFINITION OF BRAND AWARENESS 

AND IMAGE 

Brand awareness and brand image are de-

fined as part of the broader term brand equity 

(Aaker 1991; Keller 1993). The definitions of 

brand equity can be broadly classified into two 

categories: the first one is based on the finan-

cial-perspective which sees brand equity as a 

part of the financial value of the firm (e.g., 

Brasco 1988; Mahajan et al.1990; Simon and 

Sullivan 1993, the second one is based on the 

consumer-perspective which categorizes brand 

equity as the value to the consumer. When fo-

cusing on brand awareness and image from a 

Marketing perspective, consumer-based brand 

equity is the concept to focus on. Consumer-

based brand awareness and image has long 

been recognized (Gardner and Levy 1955). 

However, definitions have varied ever since. 

Dobni and Zinkha (1990) have categorized the 

broad variety of definitions into five categories 

(blanket definitions, emphasis on symbolism, 

emphasis on meanings or messages, emphasis 

on personification, and emphasis on cognitive 

or psychological elements). They came to the 
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conclusion that brand image’s “definition and 

operationalization have been fairly irregular” 

(Dobni and Zinkha, 1990 p. 17). However, the 

brand equity concepts proposed by Aaker 

(1991) and by Keller (1993) have succeeded in 

generating a common understanding of the 

concept of brand equity within the Marketing 

research community. Their theoretical work 

was recognised by a large group of authors 

and laid the foundation of further empirical 

analysis (Cobb-Walgren et al. 1995; Sinha and 

Pappu 1998; Yoo et al. 2000; Low and Lamb 

2000; Faircloth 2001; Hsieh 2002; Yoo and 

Donthu 2001 and 2002; Washburn and Plank 

2002). 

Aaker and Keller see brand equity as a 

consumer’s subjective evaluation of a brand. 

Aaker (1991) understands brand equity as a set 

of assets or liabilities and breaks it down into 

the five dimensions; brand awareness, brand 

associations, perceived quality, brand loyalty 

and other proprietary assets.  

Keller defines brand equity as “the differ-

ential effect of brand knowledge on consumer 

response to the marketing of the brand” (Kel-

ler 1993). Hence, brand knowledge which 

consists of the dimensions brand awareness 

and brand image is key to create customer-

based brand equity. Brand image is defined as 

the brand associations in the consumers mind. 

The definitions of the two authors, Aaker and 

Keller, have in common that they refer to 

brand awareness and image from the consum-

er’s standpoint. In addition, both see it consist-

ing of several dimensions. Nevertheless, both 

authors differ regarding the dimensions of 

brand equity. Whereas Keller states that brand 

equity consists only of the dimensions brand 

awareness and brand image (= brand associa-

tions), Aaker defines the term broader and in-

cludes in addition to these two the dimensions 

quality, loyalty and other proprietary assets. 

According to Keller, brand awareness re-

fers to the strength of a brand’s presence in 

consumer’s memory and defines the ability to 

identify this brand. The two main components 

of brand awareness are brand recall and brand 

recognition. Brand recall refers to the consum-

er’s ability to retrieve the brand from memory 

when given a cue (usually in the form of nam-

ing a product category) whereas brand recog-

nition shows that the customer is able to affirm 

previous exposure to a certain brand when 

given the brand as a cue (Keller 2008; Aaker 

1996).  

Beside brand awareness, brand image rep-

resents the second major dimension of brand 

equity. Keller defines it as “the perceptions of 

a brand as reflected by brand associations held 

in consumer memory” (Keller 1993) and 

Aaker similarly as “anything linked in 

memory to a brand” (Aaker 1991, p. 109).  

The brand image concept is based on the 

associative network model (Farquhar and Herr 

1993) which describes a person’s memory as a 

combination of links and nodes; links repre-

sent the relationships and nodes represent con-

cepts (e.g. brand associations) and objects (e.g. 

brands).  

For measurement approaches, brand asso-

ciations have to be split into different parts. 

Friedman and Lessig (1986), Kirmani and 

Zeithaml (1993) as well as Keller (1993) clas-

sify brand associations into three major cate-

gories: attributes, benefits and brand attitudes. 

This classification is based on the level of ab-

straction, i.e. how much information is sum-

marized or subsumed in the association (Keller 

1993, p.4). Attributes are descriptive features 

that describe a product (can be product-related 

or non-product related). Benefits are the per-

sonal value consumers attach to the product. 

Brand attitudes are the consumers’ overall 

evaluation of the brand.  

It is common practice in brand research 

nowadays to measure brand image based on 

multidimensional brand associations (Cobb-

Walgren et al. 1995; Sinha and Pappu 1998; 

Yoo and Donthu 2001; Washburn and Plank 

2002; Tong and Hawley 2009). Washburn and 

Plank (2002) and Pappu et al. (2005) urge re-

searchers to enrich the measurements by ana-

lyzing a larger variety of discriminating fac-

tors, especially those that include brand per-

sonality. The latter can be seen as another sub-

dimension of brand association and is sup-
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posed to contribute to brand equity (Aaker 

1996). Brand personality can be defined as a 

set of human characteristics which are trans-

ferred to a brand (Aaker 1997, p. 347). Hence, 

brand personality was included in the study. 

BRAND AWARENESS AND IMAGE IN 

THE INTERNATIONAL CONTEXT 

With globalization continuing to accelerate 

at a steady rate, consumers nowadays can 

choose from a variety of brands – both foreign 

and domestic (Hsieh 2002). As a result, brands 

which are sold internationally are already of 

significant importance. Schuiling and Kapferer 

(2004) show that these so called “global 

brands” already have a share of more than 

60% in selected markets (e.g., in countries 

such as Germany or Italy). 

Characteristics of global brands are nu-

merous. Besides the obvious fact that global 

brands must be available worldwide, Özsomer 

and Altaras (2008, p. 1) argue that global 

brands have “widespread regional/global 

awareness, availability, acceptance, and de-

mand”. Other authors state that global brands 

follow a globally integrated marketing strategy 

and have one brand name around the world 

(Johansson and Ronkainen 2005, p. 339 and 

De Mooij 2005, p. 14). “Consistent position-

ing, personality, look, and feel in major mar-

kets” are mentioned as key features of global 

brands (Özsomer and Altaras 2008, p. 1). 

The debate on standardization versus lo-

calization in marketing has been ongoing for 

several decades. Global, standardized market-

ing programs are said to achieve economies of 

scale, advertising and message consistency 

and the ability to attract homogenous cross-

national market (Levitt 1983). However, due 

to significant differences in consumers’ needs, 

cultural and socio-economic conditions and 

market structures, customization to national 

markets might be necessary (e.g. Douglas and 

Wind 1987). The influencing factors on mar-

keting in general (esp. on the marketing-mix 

such as product, price and communication) 

have been widely researched (Buzzell 1968; 

Jain 1989; Onkvisit and Shaw 1987; Baalbaki 

and Malhotra 1995; Whitelock et al. 1995; 

Zou and Cavusgil 2002). 

Although global brands play a significant 

role in today’s marketing, and also research on 

marketing standardization is various, research 

on brand image standardisation across coun-

tries is surprisingly weak. Although, most re-

searchers agree that differences across markets 

are an indicator that consumers in different 

nations have different needs, and hence may 

require tailored brand images. Roth claims “to 

manage brand images successfully interna-

tionally, managers must be cognizant of and 

responsive to important differences across in-

ternational markets” (Roth 1995, p. 58).  

A large number of studies exist which ana-

lyse brand equity on a national level (Low and 

Lamb 2000; Vazquez et al. 2002; Tong and 

Hawley 2009; Agarwal and Rao 1996; Fair-

cloth et al. 2001). Multi-national studies which 

test the comprehensive “brand equity concept” 

based on Aaker (1991) and Keller (1993) 

comparing countries hardly exist. Jung and 

Sung (2008) state correctly: “There is a lack of 

studies on brand equity, especially those based 

on consumers across different cultures” (Jung 

and Sung 2008, p. 25). Besides their work, on-

ly the studies by Buil et al. (2008) which test a 

consumer-based brand equity scale in the UK 

and Spain as well as studies by Yoo and Don-

thu (2001) and Yoo et al. (2000) exist. The last 

two studies examine brand equity in the USA 

and South Korea based on brand equity di-

mensions such as brand awareness, brand as-

sociations, and perceived quality.  

Other cross-cultural studies focus only on 

specific, single dimensions of the brand, but 

not on the complete brand equity concept. Lee 

et al. (2008) look at the differences of the per-

ception towards brand associations, brand im-

pressions and brand commitment of a US 

global brand versus domestic brands in Mexi-

co, Korea, and Japan. Foscht et al. (2008) 

compare Red Bull’s brand personality in the 

UK, Singapore, Austria, Germany, the Nether-

lands and the US.  
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Hsieh (2002) measures the degree of brand 

image globalization in 20 countries by focus-

ing on 14 brand associations for car brands in 

the areas of economic-symbolic dimensions, 

the sensor dimension and the utilitarian di-

mension. Witkowski et al. (2003) analyze 

KFC’s brand identity in China and the US 

based on the dimensions property (e.g., restau-

rant façade, colors), product (e.g., menus, 

taste), presentation (e.g., trays, packaging) and 

publications (e.g., promotions, advertising). 

Oliveira-Castroa et al. (2008) investigated 15 

product categories in Brazil and the UK with 

respect to brand familiarity and quality levels.  

These studies come to the conclusion that 

the brands analyzed show some similarities 

but partially show significant differences be-

tween countries or cluster of countries. There-

fore, the authors conclude that, marketing 

management needs to carefully analyze brands 

in different nations in order to apply the right 

marketing instruments.  

RESEARCH METHODOLOGY AND 

HYPOTHESES 

The empirical research of this study will 

measure brand awareness and image of the 

brand iPod in Germany and Mexico. The iPod 

was chosen as the investigated brand because 

it satisfied the following prerequisites: 

- iPod is a global brand, available 

around the world and marketed by Ap-

ple following a rather standardized ap-

proach (e.g. products iPod classic, 

nano, shuffle and video are identical in 

each market; premium-price strategy is 

followed everywhere; advertising 

campaigns such as the “silhouette 

campaign” are shown worldwide; the 

iPod is sold in all Apple’s 200 flagship 

stores, which follow the same concept 

around the world) (Verma 2006). 

- Consumers are familiar with the brand 

– since it is the world’s best selling 

MP3 player – and are therefore able to 

describe and comment on the brand 

image dimensions asked in the quanti-

tative research (Reppel 2006). 

- Global brand awareness and image re-

search has so far included globally 

known brands, such as Hugo Boss 

(Matthiesen and Phau 2005), Red Bull 

(Foscht et al. 2008) or Kentucky Fried 

Chicken (Witkowski et al. 2003). 

However, the iPod brand has never 

been used in such an investigation. 

The markets Germany and Mexico were 

chosen because of the heterogeneity of the 

markets, not only on an economic but also on 

a cultural comparison: 

- Mexico is a mid-income country (with 

a GDP per capita of $13.400 in 2009), 

whereas Germany is a high income 

country (with a GDP per capita of 

$34.500 in 2009) (CIA 2010). 

- Regarding Hofstede’s cultural dimen-

sions, Mexico scores high on power 

distance and uncertainty avoidance, 

whereas Germany shows high levels of 

individuality (Hofstede 1984 and Hof-

stede et al. 2010, p. 57). 

The empirical research will be based on 

the brand equity concept by Aaker (1991) and 

Keller (1993) and hence will measure brand 

awareness (i.e., brand recall) and brand image. 

Brand image will be broken down into the di-

mensions: brand attitude, brand associations 

and brand personality. The brand associations 

were split into functional associations and 

emotional associations in order to do their dif-

ferent natures justice (Hartmann et al. 2005). 

Drawing on the results of other interna-

tional comparisons which have found differ-

ences in brand perception (Lee et al. 2008; 

Hsieh 2002; Witkowski et al. 2003; Oliveira-

Castroa et al. 2008) across countries, we also 

assume that brand awareness and image will 

differ between Germany and Mexico. 

Brand recall is expected to differ in a glob-

al comparison, since differences in market 

structure and hence a different category devel-

opment index and brand development index 

are likely to occur. Therefore, H1 must be ra-

ther seen as a necessary condition.  Brand re-
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call rates of the product brand iPod in Mexico 

and Germany are unfortunately not assessed 

by general market research. However, brand 

recall rates of the corporate brand Apple are 

available and show large differences: whereas 

in Germany 71% of the population have heard 

about Apple (and the iPod has a market share 

of 21%), in Mexico 90% of the population 

knows the Apple brand (and the iPod has a 

larger market share of 30%) (Wittman and 

Scott 2006, p.10). Due to these facts, it is like-

ly that brand recall of the iPod will also be 

higher in Mexico than in Germany. 

Besides brand recall, brand image of the 

iPod is likely to differ in both countries. Brand 

image will be analyzed by focusing on the di-

mensions brand attitude, (functional and emo-

tional) brand associations and brand personali-

ty.  

Brand attitude is the overall evaluation of 

the brand by consumers (Keller 1993). 

Wiedemann (2006) states that consumers wish 

to own an iPod in order to belong to a group or 

to be cool. Mexicans are strongly group ori-

ented (Herbig and Genestre 1996, p. 55; Lee et 

al. 2008, p. 170) whereas Germans consider 

the individual’s benefits to be more important 

than the group’s benefits (Bos 1994). There-

fore, it is assumed that the brand attitude will 

differ in the two countries. 

Brand associations are the informational 

nodes linked to the brand node in memory and 

contain the meaning of the brand for consum-

ers (Keller 1993, p.3). Although the iPod cam-

paigns communicate similar associations in 

Mexico and Germany, it is still assumed that 

consumers will perceive the brand differently. 

This is due to the fact, that Mexicans are rather 

emotional consumers, who base their opinion 

of a brand largely on liking, emotions and 

feelings (Gannon 2004, p. 133). In contrast, 

German consumers judge brands based on 

neutral information, facts and logical reason-

ing (Seitz and Handojo 1997, p. 173). There-

fore, it is assumed that, the associations linked 

with the brands will be quite different in Mex-

ico and in Germany. 

Brand personality is defined as a set of 

human characteristics which are transferred to 

a brand (Aaker 1997, p. 347). The iPod does 

not state in its marketing a clear brand person-

ality, but lets its users identify with their own 

picture of the brand (e.g. on the homepage 

Apple asks users the question: “which iPod are 

you” and offers different types of iPod person-

alities (Solomon 2008, p. 277)). German con-

sumers are said to rather focus on the technical 

and tangible characteristics of the brand, Mex-

ican consumers are likely to see the brand per-

sonality as more life-style oriented (Seitz and 

Handojo 1997, p. 173). Therefore, brand per-

sonality of iPod is very likely to differ be-

tween Mexico and Germany.  

These results can be summarized in the 

following hypotheses: 

 

H1: Brand recall of iPod differs in Germany 

and Mexico 

H2: Brand image of iPod differs in Germany 

and Mexico 

H2.1: Brand attitude of iPod differs in 

Germany vs. Mexico 

H2.2: Functional brand associations of 

iPod differ in Germany vs. Mexico 

H2.3: Emotional brand associations of 

iPod differ in Germany vs. Mexico 

H2.4: Brand personality of iPod differs in 

Germany vs. Mexico 

In addition to examining brand image di-

mensions, the study aims to also analyze the 

underlying reasons for the differences. Key 

influencing factors identified are perceived 

quality, satisfaction, purchase intention and 

brand loyalty (which are summarized under 

the term customer commitment), usage rate 

and influence of reference group. 

Perceived quality is the consumer’s sub-

jective evaluation of the product and it in-

creases the purchase intention as it provides 

value to the consumer. Consequently, it can be 

said that the perception of a product’s quality 

leads to the differentiation of the respective 

brand from competing brands (Lee et al. 

2008a, pp. 165). Kirmani and Zeithaml (1993, 

p. 145) also share the assumption that “per-
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ceived quality can affect brand image directly 

or indirectly through the constructs of per-

ceived value or brand attitude”. Moreover, 

perceived quality is linked to how a brand is 

perceived and even drives this perception 

(Aaker 1996, p. 17).  

Another element of customer commitment 

is satisfaction. A consumer having certain pre-

purchase expectations towards a particular 

brand will be satisfied with it if it fulfills these 

expectations (Sheth et al. 1999, p. 549). This 

satisfaction will most likely result in a positive 

brand image and hence in brand loyalty. Ac-

cording to Blackwell et al. (2006, p. 213) con-

sumers holding negative evaluations of the 

product are unlikely to buy again and those 

holding positive evaluations are much more 

likely to repurchase the product and remain 

loyal. 

Purchase intention and brand loyalty are 

the main factors influencing brand image. In 

Aaker’s (1991) framework brand loyalty is 

one of the dimensions defining brand equity. 

He claims that brand loyalty has an impact on 

brand image which reflects current perceptions 

of a brand (Aaker 1996, p. 180). Lee et al. 

(2008, p. 166) define brand loyalty “as the 

tendency to be loyal to a focal brand, which is 

demonstrated by the intention to buy the brand 

as a primary choice”. It can be assumed that 

both factors, purchase intention and brand loy-

alty have an impact on brand image. 

Usage rate is defined as the quantity con-

sumed within a certain time frame (Kerin et al. 

2003, p. 193). It has an influence on brand re-

call and brand image (Weitz and Wensley 

2006, p.155). According to Bird et al. (1970) 

the proportion of people who express a favor-

able attitude toward a brand is related to the 

recency and frequency of their brand usage. 

Additionally, current consumers perceive 

brands in a more favorable way than former 

users, and non-users have the least positive 

associations with that brand (Castleberry and 

Ehrenberg 1990).  

According to Childers and Rao (1992) ref-

erence groups – being the circle of friends and 

family members – have an influence on a con-

sumer by sharing their experiences with 

brands and products: in particular, family is 

said to have a higher influence than peer-based 

reference groups as one’s brand loyalty and 

brand preference are influenced to a higher 

degree by family communication. This is es-

pecially true in developing countries, where 

families stick together (Childers and Rao 

1992, pp. 198). Consequently, the consumer’s 

reference groups can positively change his 

perception of a brand, thus the brand image, 

by emphasizing the advantages of a particular 

product (Wiedemann 2006, pp. 50).  

The influencing factors can be summarized 

in the following hypotheses: 

 

H3: Customer commitment has an impact on 

brand image perception 

H3.1: Perceived quality has an impact on 

brand image perception 

H3.2: Satisfaction has an impact on brand 

image perception 

H3.3: Purchase intention has an impact on 

brand image perception 

H3.4: Brand loyalty has an impact on 

brand image perception 

H4: Usage rate has an impact on brand image 

perception 

H5: Influence by reference groups has an im-

pact on brand image perception 

DATA COLLECTION AND SAMPLING 

PROCEDURES 

The authors conducted the empirical re-

search during May and June 2009 with simi-

larly aged Bachelor students studying at busi-

ness schools in Germany (n=426) and Mexico 

(n=296). The realized sample size with 722 

respondents is comparable to research studies 

with similar scope (Esch et al. 2006) or even 

exceeds these (Foscht et al. 2008; Lee et al. 

2008).  

Knowing that an online survey is difficult 

to administer, especially in a country like 

Mexico where people need incentives to do a 

certain task (Kumar 2000, p. 380), a paper-
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based questionnaire was chosen as instrument 

for the study in Germany and in Mexico.  

The questions were kept simple and direct 

so that the students could answer them without 

having to look for additional information in 

order to generate an adequate answer to the 

question. Mainly closed questions using a 

five-point Likert scale were chosen for state-

ments and attributes. The questionnaire also 

included a few open questions, e.g. to deter-

mine brand recall which can only be measured 

using an open question to assess the relevant 

mind set of the interviewees.  

Even though measurement scales for the 

different brand dimensions had already been 

developed by other authors (e.g. Aaker 1997; 

Keller 2008) the original scales were not used 

in the present study. Due to their length, they 

are not practical to use in empirical studies. 

The researchers therefore used these scales in 

an abbreviated and adapted form. For other 

scales the authors applied established scales 

used by different authors before (cf. Table 2), 

which makes a separate testing of reliability 

and validity unnecessary. Table 1 shows how 

each brand dimension and each influencing 

factor was measured. 

A first draft questionnaire in German was 

improved and amended with the use of ex-

perts’ knowledge and a pretest with 17 Ger-

man students. In the pretest, the participants 

got detailed information about the purpose of 

the study and the research topic so that they 

were able to make adequate proposals based 

on the given background. They were ques-

tioned about any problems of understanding 

the questions, the clearness of the given in-

structions and their overall opinion of the 

questionnaire, e.g. length, interest and atten-

tion. The first questionnaire draft contained a 

large number of attributes of which some were 

quite similar. The objective was to eliminate 

part of them with the aid of Cronbach’s alpha. 

In conclusion, after a thorough process of im-

provements with the use of experts’ 

knowledge, pretest and Cronbach’s alpha sta-

tistics, the final questionnaire was determined. 

For the translation of the German question-

naire into Spanish, the back translation method 

was used (Cleff 1997, p. 155; Kumar 2000, p. 

431). Nevertheless, despite the dedicated accu-

racy of this method, the back translation can-

not guarantee complete reliability and validity 

of the data. For the Mexican pretest, 13 Mexi-

cans, studying at a German Business School 

were asked to make suggestions of improve-

ments.  

It must be emphasized again that the trans-

lated questionnaires were not tested entirely 

regarding validity or reliability. Even though 

many scales – e.g. the scales to measure the 

brand dimensions – were already used else-

where by other authors, it does not apply for 

the corresponding translations into the German 

and Spanish language. Validity and reliability 

checks of the translated versions are still pend-

ing. However, the authors have tried to assure 

the quality of measurement of both question-

naires with an elaborate pretest procedure. 

The survey took place between May and 

June 2009 at the two Business Schools. The 

paper-based questionnaires were distributed at 

the beginning of the lectures to ensure that the 

students were concentrating and were highly 

motivated to answer them in the best possible 

way.  

The selection of similar aged business stu-

dents seems to be appropriate for the follow-

ing reasons:  

First, previous studies have shown that the 

choice of students as a sample is highly con-

venient and has often been used in previous 

studies (e.g., Dimofte et al. 2008). Conse-

quently, the comparison of results between the 

different studies using students as a sample is 

possible and easy. Secondly, a comparison of 

countries should always be based on homoge-

neous sub-samples. The influence of sub-

cultural interfering variables on the dependent 
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TABLE 1: Measurement of Brand Dimensions and of Influencing Factors  

Brand di-
mension 

Component Question Scaling Technique 

Brand 
Awareness 
 

Brand Recall Which MP3 player brands do you know? (state up to 5 brands) Open Question 

Brand 
image 

Brand  
Attitude 

What do you associate with the brand iPod? 
“1. Are a symbol of liberty”; “2. Are products for show-offs”; “3. Are a 
mean of self-expression”; “4. Are too expensive”; “5. Are something for 
followers”; “6. Just need to be loved”; “8. Are not better than other MP3 
players”; “9. Fill their owners with pride” 
 

5-point Likert Scale 
(strongly agree to 
strongly disagree) 

Functional 
Brand  
Associations 

iPods are…  
“1. High-quality products”; “2. Multifunctional”; “3. Easy-to-use”; “4. Inflex-
ible (e.g. only in combination with iTunes)”; “5. Powerful”; “6. Satisfacto-
ry”; “7. Time-saving”; “8. Elegant” 
 

5-point Likert Scale 
(strongly agree to 
strongly disagree) 

Emotional 
Brand  
Associations 

iPods are…  
“1. A must have”; “2. Inspirational”; “3. Different”; “4. Exaggerated”; “5. 
Innovative”; “6. Mainstream (everybody owns one)” 
 

5-point Likert Scale 
(strongly agree to 
strongly disagree) 

Brand  
Personality 

Imagine an iPod was a person, how much do you agree on the following 
characteristics? An iPod as a person is... 
“1. Aesthetic”; “2. Cool”; “3. Cocky”; “4. American”; “5. Creative”; “6. So-
phisticated”; “7. Full of the joys of life”; “8. Passionate”; “9. Intelligent”; 
“10. Social responsible”; “11. Trustworthy”; “12. Stylish”; “13. Unique”; 
“14. Young” 

5-point Likert Scale 
(strongly agree to 
strongly disagree) 

Influencing 
factors 

Component Question Scaling Technique 

Usage rate Heavy vs. 
light user 

How many hours per day do you use your MP3 player? Ordinal: “less than 1”; “1 
to 2”; “2 to 3”; “3 to 4”; “5 
to 6”; “more than 6” 
 

Influence by 
reference 
groups 

Influence 
behalf of 
reference 
groups 

For iPod-purchasers: “I have bought an iPod because a friend/family 
member recommended it.“; “I have bought an iPod because a 
friend/family member already owns an iPod.”; “People show their affilia-
tion with a group by the ownership of an iPod.“; “People who do not own 
an iPod are seen as outsiders by others.“ 
For non-iPod-purchasers: “I would buy an iPod if a friend/family member 
recommended it.”; “I would buy an iPod if a friend/family member already 
owned an iPod.”; “People show their affiliation with a group by the own-
ership of an iPod.”; “People who do not own an iPod are seen as outsid-
ers by others.” 
 

5-point Likert Scale 
(strongly agree to 
strongly disagree) 

Customer 
commitment 

Perceived 
Quality 

“iPods are high quality products” 5-point Likert Scale 
(strongly agree to 
strongly disagree) 
 

Satisfaction “iPods are satisfactory” 5-point Likert Scale 
(strongly agree to 
strongly disagree) 
 

Brand  
Loyalty 

“How many iPods have you already bought?”  Ordinal: “1”; “2”; “3”; 
“more than 3” 
 

“I would definitely buy an iPod again, if my current one got lost/stolen or 
if it was damaged.” 

5-point Likert Scale 
(strongly agree to 
strongly disagree) 
 

Repurchase 
Intent 

For iPod-purchasers: “I always need to have the latest iPod generation.” 
For non-iPod-purchasers: “I would definitely buy an iPod, if I needed a 
new MP3 player.” 

5-point Likert Scale 
(strongly agree to 
strongly disagree) 
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TABLE 2: The Most Relevant Scales Used in the Literature 

Attributes Scales used by given author(s) before 

Aesthetic “Aesthetics play a key role in such brands as […] Apple computers […]” (Ko-
tler and Keller 2009, p. 363); “[Apple] took care to differentiate itself from its 
competitors through its aesthetic design and innovative features, for its prod-
ucts.” (Philkhana and John 2007, p. 2) 
 

American „iPod soon became a symbol of American pop culture” (Verma 2006, p. 5) 
 

Cool “[…] the most important aspect of this success story is that Apple was able to 
extend the iPod market from the group of early adopters to the early majority 
“without diminishing the product’s cool factor” (Olson et al. 2005, p. 14); “A 
product that had become so cool and funky that it becomes a social acces-
sory as much as anything else.” (Vandermerwe and Taishoff 2004, p. 2) 
 

Creative 
Easy-to-use 

“The Company is therefore uniquely positioned to offer superior and well-
integrated digital lifestyle products and solutions, which are further enhanced 
by the Company’s emphasis on ease-of-use and creative industrial designs.” 
(Apple Inc. 2008, p. 33); “[…] Apple, which has a reputation for simply de-
signed and easy-to-use products.” (Trott 2008, p. 32) 
 

Elegant iPod as “an elegant method of promoting individual choice” (Anderson 2005, 
p. 29) 
 

Different “Think different” 
 

Iconic “[…] for the iconic brand and market leader, iPod” (Reppel et al. 2006, p. 
241; “Thanks to its sleek design, it soon became an icon of the Digital Age.” 
(Yoffie and Slind 2008, p. 10) 
 

Inflexible 
Expensive 

“[…] Music downloaded from iTunes could only be played on the iPod, and of 
course, retail price was high relative to competition.” (Crawford and Di Bene-
detto 2008, p. 313); “[…] iTunes works only with iPods, and iPods play only 
music purchased from iTunes.” (Nightingale and Syed 2008, p. 8) 
 

Intelligent “It’s like having your own highly intelligent, personal DJ.” (Apple Inc. 2009b) 
 

Fill their 
owners with 
pride 
 

“The iPod is not only easy to use, but it also makes its users feel proud, 
which, in turn, helps them to feel good.” (Reppel et al. 2006, p. 244) 

Individual “The iPod’s design satisfies users’ desire for beauty and helps them to feel 
individual.” (Reppel et al. 2006, p. 244) 
 

Innovative “The Company is focused on providing innovative products and solutions to 
consumer, SMB, education, enterprise, government and creative customers 
that greatly enhance their evolving digital lifestyles.” (Apple Inc. 2008, p. 33) 
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Multi- func-
tional 

“The iPod’s functionality extends beyond playing music and listening to audio 
books. Other key capabilities include data storage, calendar and contact in-
formation utility, and a selection of games. With the addition of third-party 
iPod peripherals, the capabilities of certain iPods can be enhanced to include 
voice recording and photo downloading directly from certain digital cameras.” 
(Apple Inc. 2004, p. 5) 
 

Must-have “[…] these pocket-sized pleasure zones have become the first must-have 
accessory of the 21st century” (Vandermerwe and Taishoff 2004, p. 2); “[The 
iPod] was extremely fashionable and immediately became a must-have for 
the trendy set.” (Hennessy 2004, p. 4) 
 

Passionate “It is said that both people working for Apple and fans of its products are 
passionate and proud to be part of the Apple community.” (Heracleous and 
Papachroni 2009, p. 13). 
 

Satisfactory “[…] the iPod’s durability is gradually improving with each new model and 
surveys show that users’ satisfaction remains above those of competitors” 
(Wingfield 2006, p. Dl) 
 

Social re-
sponsible 

“Apple recognizes its responsibility as a global citizen and continually strives 
to reduce the environmental impact of the work we do and the products 
we create, e.g. Apple is on track to eliminate toxic chemicals from its prod-
ucts.” (Apple Inc. 2009a) 
 

Sophisticat-
ed 

“[…] many consumers were under the impression that it was a sophisticated 
device for tech fans, rather than the average music lover.” (Keller 2008, p. 
244) 
 

Stylish “Research findings reveal just how important design is in how customers feel 
about their iPods. […] The research makes clear that a key attribute of im-
portance for the iPod user is its design.” (Reppel et al. 2006, pp. 244) 
 

Unique “The Company believes it is unique in that it designs and develops nearly the 
entire solution for its personal computers, consumer electronics, and mobile 
communication devices, including the hardware, operating system, several 
software applications, and related services.” (Apple Inc. 2008, p.15) 
 

User-
friendly 

“Apple Computers have always been designed to look user-friendly.” (Craw-
ford and Di Benedetto 2008, p. 294) 
 

Young “[…] among the target group iPods are popular, it is seen as hip, young and 
fashionable” and “it pushes a strong identification with everything young, up-
to the minute and smart” (Nightingale and Syed 2008, p. 8) 

 

variable is kept constant with comparable sub-

samples. The comparable samples differ only 

by their national and cultural environment. 

Above all, students are in a certain age range 

and the choice of particular majors should fur-

ther contribute to the homogeneity of the sam-

ple. Furthermore, research indicates that 

young people are more open to new ideas and 

innovation. They are more similar to their 

peers worldwide in their needs than other age 

groups (Foscht et al. 2008, p. 134). This con-

vergence also means that the cultural differ-
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ence of the students is larger than in compari-

son to the total population. However, one has 

to bear in mind that although the selected 

German and Mexican students are relatively 

homogeneous in terms of important de-

mographics as age and educational back-

ground, they still differ in terms of language, 

social background and cultural frames of ref-

erence. The difference between the students 

and the resulting limited representativeness 

has to be considered by the later analysis of 

the results. Table 3 gives an overview of the 

sampling procedure. 

RESULTS 

The authors aim to answer whether brand 

awareness and image for the same brand dif-

fers between international markets and what 

influencing factors have an impact on any 

brand image discrepancy between these mar-

kets. The authors could not base the research 

on existing empirical literature or other empir-

ical studies. Therefore, in a first step, the data 

were analyzed by using different explorative 

statistical methods, e.g. factor analysis, and 

bivariate methods like correlation analysis and 

parametrical and non-parametrical test. This is 

to gain a first qualitative understanding of cul-

tural influences on different brand dimensions 

to prepare further – more conclusive – studies 

in the future, using e.g. structural equation 

modeling and path analysis. 

Brand recall was measured by considering 

the answers of MP3 player-users in both coun-

tries. Students in Mexico and Germany are 

very familiar with iPod as they exhibit a high 

level of recall. On average about three brands 

were recalled by the German students, where-

by 88% recalled iPod or Apple. In Mexico the 

brands iPod or Apple was recalled by about 

97%. Brand recall of iPod is higher among 

Mexican students (78%) than German students 

(62%) and for Apple it is the opposite (27% 

for German and 19% for Mexican Students).  

The Chi-square test of independence was used 

to prove whether the differences of frequen-

cies are significant between the two countries. 

In summary, as the brand recall of iPod differs 

significantly between Germany and Mexico, 

the hypothesis “brand recall of iPod differs in 

Germany and Mexico” (H1) can be adopted. 

The following analyses will explore 

 

TABLE 3: Sampling Design Process 

Target popula-
tion/ sampling 
frame 

Bachelor students studying at two business schools in Germany and 
Mexico: 
• Faculty: business and management 
• Age range: 19 – 23 

 
Sampling tech-
nique 

Convenience sampling: Participants of business courses in the 4th se-
mester or higher 
 

Response rate Almost 100% of the distributed questionnaires 
 

Sample size nG=426 Germans and nM=296 Mexicans; total of 722 respondents  
 

Execution The survey took place during lecture time in May and June 2009. Paper-
based questionnaires were distributed at the beginning of the lectures to 
ensure that the students are concentrated and have a high motivation to 
answer them in the best possible way. 
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whether brand image also differs between the 

two countries. 

The non-parametric Mann-Whitney U-test 

was chosen for the comparison of the mean 

ranks for all attributes belonging to brand im-

age between the two countries. This dimension 

was defined as a generic term for its sub-

dimensions “brand attitude”, “functional brand 

associations”, “emotional brand associations”, 

and “brand personality”. Detailed statistical 

results can be drawn from the statistical ap-

pendix. First, comparing the mean ranks for 

the attributes belonging to brand attitude, the 

findings showed that on the five percent level 

the means of only one out of eight statements 

did not differ significantly between Mexico 

and Germany. This indicates that the hypothe-

sis “brand attitude of iPod differs in Germany 

and Mexico” (H2.1) could be adopted. Sec-

ondly, the cross-national comparison of the 

functional and emotional brand associations 

revealed that all mean ranks are statistically 

different on the five percent level. The hy-

potheses “functional and emotional brand as-

sociations of iPod differs in Germany and 

Mexico” (H2.2 and H2.3) could be adopted. 

The brand personality was the most extensive 

section as it included 14 out of 34 brand image 

attributes. The Mann-Whitney U-test revealed 

that only two (not cocky (α=0.64) and not so-

phisticated (α=0.28)) were not significantly 

different.  

Due to the high number of significantly 

different means for the remaining eleven re-

spectively twelve attributes, the hypothesis 

“brand personality of iPod differs in Germany 

and Mexico” (H2.4) could be adopted. As all 

of the four dimensions belonging to brand im-

age are statistically different between Germa-

ny and Mexico, the hypothesis “brand image 

of iPod differs in Germany and Mexico” (H2) 

could be affirmed.  

Due to the high amount of items, a factor 

analysis had to be accomplished considering 

the rated attributes for the four brand image 

sub-dimensions. The brand image sub-

dimensions are "meritorious" (Kaiser and Rice 

1974, pp. 111) for a factor analysis because 

the Kaiser-Meyer-Olkin Measure of Sampling 

Adequacy is equal to 0.822.  Table 4 gives an 

overview of the nine resulting factors used as 

reduced brand image dimensions in the fol-

lowing analysis. 

The answers for the factor “influence by 

reference groups” also had to be compressed 

in order to allow for further analysis. After this 

data preparation, the factor analysis of “influ-

ence by reference groups” could be accom-

plished with the following results shown in 

Table 5. 

 

 

TABLE 4: Factor Analysis of the Brand Image Dimensions 

Factors Attributes 

Factor 1: “Basics” Elegant; A “must-have”; Inspirational; Different; Innovative; Aesthet-
ic; Cool; Creative 

Factor 2: “Performance” Just need to be loved; Multifunctional; Easy-to-use; Powerful; Time-
saving; Are better than other MP3 players 

Factor 3: “Esteem” Are a symbol of liberty; Are a mean of self-expression; Fill their 
owners with pride; Are no products for show-offs; Are nothing for 
followers 

Factor 4: “Apple’s Core” Intelligent; Stylish; Trustworthy; Unique; Young 
Factor 5: “Attitude” Full of the joys of life; Passionate; Not sophisticated 
Factor 6: “Normality” American; Unexaggerated 
Factor 7: “Exclusiveness” Not mainstream; Not cocky 
Factor 8: “Convenience” Not too expensive; Flexible 
Factor 9: “Responsibility” Social responsible 
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Table 5: Factor Analysis of the Influence by Reference Group 

Factors Question type 

Factor 1: “Purchase Influence” Recommendation 
Ownership 

Factor 2: “Group Aspiration” Affiliation 
Outsiders 

 

A bivariate correlation analysis was used 

to prove whether brand image is affected by 

the “influence by reference groups” (H5), “the 

usage rate” (H4) and “the customer commit-

ment” (H3). The last one was sub-divided into 

“brand loyalty” (H3.4), “purchase intention” 

(H3.3), “perceived quality” (H3.1) and “satis-

faction” (H3.2).  

The analysis had to be conducted for each 

of the nine – from the factor analysis derived – 

brand image factors with every single influ-

encing factor. As the Kolmogorov-Smirnov 

test revealed that the variables to be tested dif-

fer significantly from a normal distribution, 

Kendall’s Tau rank correlation coefficient was 

used to the influence on the brand image per-

ception. Table 6 shows the respective results: 

It can be seen that all of the influencing factors 

have an impact on brand image.  

Moreover, satisfaction, usage rate and the 

purchase intention show the highest impact on 

brand image as each of them correlates with 

five of the nine factors defined for this dimen-

sion. Consequently, every influencing factor 

has a significant impact on brand image. “Cus-

tomer commitment (H3), usage rate (H4) and 

reference groups (H5) have an impact on 

brand image perception.”  

Before the t-test of independent samples 

and the Mann-Whitney U-test were conducted 

to analyze whether the influencing factors on 

brand image in Germany and Mexico differ 

significantly, a closer look at the central 

tendencies of these factors in Table 7 was tak-

en to reveal a first insight; the means in Ger-

many are always higher (on the Likert scale 1 

=“strongly agree” and  5 = “strongly disa-

gree”) which means that the German students 

have a lower degree of agreement with the at-

tributes or statements than the Mexicans. In 

addition, usage rate is lower in Germany with 

an average of 1.6 hours per day in comparison 

of 2.6 hours per day in Mexico. 

The t-test for independent samples and the 

Mann-Whitney U-test both showed that only 

the factor group aspiration did not differ sig-

nificantly between Germany and Mexico. 

Thus, the other six influencing factors (pur-

chase influence, usage rate, perceived quality, 

satisfaction, purchase intention, and brand 

loyalty) were significantly different at the five 

percent level. 

In conclusion, perceived quality, satisfac-

tion, purchase intention, brand loyalty, usage 

rate, and the influence by reference groups dif-

fer significantly between Germany and Mexi-

co. 

CONCLUSION AND IMPLICATIONS 

Many companies design a global market-

ing mix for its products and services (Johans-

son and Ronkainen, 2005). However, consum-

ers’ perception of it can be different (e.g., the 

comprehension of brand equity). The main 

purpose of this research was to answer two 

questions related to global brand equity: (1) 

whether brand awareness and brand image for 

the same brand differ between international 

markets and (2) what influencing factors have 

an impact on any brand image discrepancy 

between these markets. 

According to the results of the first part of 

the research the awareness and image of a well 

known brand were different in the two coun-

tries. First, the brand iPod was more highly 

regarded in Mexico than in Germany and sec-

ondly, in most attributes Mexicans have  
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Table 6: Correlation Analysis (Kendall’s Tau) of Brand Image and Influencing Factors 

  Perceived 
Quality Satisfaction 

Purchase 
Intention 

Brand 
Loyalty 

Usage 
rate 

Purchase 
influence 

Group 
aspiration 

Basics Tau -,033 ,101** ,082 -,017 -,131** ,050 ,015 

Sig.(2-
tailed) 

,314 ,002 ,068 ,721 ,000 ,099 ,618 

N 539 539 266 274 545 494 494 

Performance Tau ,315** ,556** ,427** ,125** -,180** ,262** -,030 

Sig.(2-
tailed) 

,000 ,000 ,000 ,007 ,000 ,000 ,328 

N 539 539 266 274 545 494 494 

Esteem Tau ,082* -,100** -,080 -,012 ,045 -,105** ,155** 

Sig.(2-
tailed) 

,012 ,002 ,079 ,796 ,167 ,001 ,000 

N 539 539 266 274 545 494 494 

Apple_ 
core 

Tau -,025 ,091** ,086 -,019 -,116** ,082** -,030 

Sig.(2-
tailed) 

,451 ,005 ,057 ,690 ,000 ,007 ,325 

N 539 539 266 274 545 494 494 

Attitude Tau -,007 ,014 ,025 ,067 -,044 ,061* -,037 

Sig.(2-
tailed) 

,821 ,667 ,573 ,151 ,176 ,046 ,221 

N 539 539 266 274 545 494 494 

Normality Tau -,008 ,000 -,044 -,075 -,032 ,005 ,000 

Sig.(2-
tailed) 

,815 ,982 ,327 ,109 ,326 ,867 ,995 

N 539 539 266 274 545 494 494 

Exclusiveness Tau -,224** -,070* ,120** ,072 -,102** ,087** -,020 

Sig.(2-
tailed) 

,000 ,034 ,008 ,124 ,002 ,004 ,514 

N 539 539 266 274 545 494 494 

Convenience Tau -,080* -,037 -,061 ,020 -,033 -,044 -,010 

Sig.(2-
tailed) 

,014 ,257 ,177 ,668 ,309 ,153 ,741 

N 539 539 266 274 545 494 494 

Responsibility Tau -,045 ,062 ,000 ,143** -,088** ,018 ,037 

Sig.(2-
tailed) 

,170 ,060 ,994 ,002 ,007 ,560 ,227 

N 539 539 266 274 545 494 494 
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Table 7: Overview of the Means of the Influencing Factors 

 Germany Mexico 

Perceived quality 2.3 1.9 
Satisfaction 2.2 1.7 

Purchase intention 3.6 2.1 
Brand loyalty 1.9 1.6 

Influence by reference groups 4 3.5 
Usage rate 1.6 hours 2.6 hours 

The means of the factor “influence by reference group” have been calculated with the mean of all 
eight questions belonging to this section 
 

 

a better brand image of iPod than Germans. 

The results of this research are also sup-

ported by the findings of other researchers. For 

instance Foscht et al. (2008) using Aaker’s 

brand personality dimensions found significant 

differences for the Red Bull brand personality 

across six different countries. Also, Hsieh 

(2002) found clusters of countries that share 

similar brand image perceptions among one 

cluster for car brands but different image per-

ception in relation to a different cluster. The 

difference in perception was due to factors 

such as economic development, cultural di-

mensions, and geographic distances. 

The second part of the research is related 

to the influencing factors that may have an 

impact on the difference of brand image. It 

was found that customer commitment, usage 

rate, and reference groups have an impact on 

brand image perception. More specifically, 

satisfaction, usage rate and purchase influence 

(recommendation and ownership) are the most 

important factors with an impact on brand im-

age perception. Foscht et al. (2008) also found 

that culture is an important factor that has an 

impact on brand image perception even though 

companies follow a similar positioning strate-

gy. 

This study provides support that the same 

brand can have different image perception in 

different countries. These results in several 

managerial implications: Not only does it al-

low companies to identify the level of brand 

standardization – according to Hsieh (2002) 

the degree of brand globalization is related to a 

similar perception of the brand across coun-

tries – but it also allows companies to act ac-

cording to the respective brand perception in a 

particular country. As Roth (1995) asserts, 

managers should be sensitive of the differ-

ences that exist from country to country. Fos-

cht et al. (2008) also recommend emphasizing 

the features that influence consumers in per-

ceiving the product or brand in a similar man-

ner. For instance, if perceived quality of the 

iPod in Germany is lower than in Mexico, Ap-

ple might want to raise quality perception in 

Germany by a new marketing strategy.   

The second part of the study supports that 

satisfaction, usage rate and purchase influence 

have an important impact on a brand image. 

Managerial implications should focus on rec-

ognizing that customer satisfaction is a key 

element as it can lead to loyalty and to rec-

ommendation of a product or service to others.  

Consumers feel satisfied or dissatisfied 

depending on the expectation level and the 

perceived performance relative to expecta-

tions. Therefore, managers should pay special 

attention to “over promising” (or “undeliver-

ing”). 

LIMITATIONS AND FURTHER 

RESEARCH 

The findings of this study should be inter-

preted with prudence, as there are several limi-

tations that can be addressed in further studies. 

First, the research was only conducted in two 

countries. The sample can be expanded to oth-

er countries. A second limitation is related to a 

possible bias due to the country-of-origin ef-
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fect (Foscht et al., 2008). Customers’ percep-

tions on the brand can be predisposed by the 

fact that iPod is an American brand and there-

fore is influenced by the perception of that 

country. According to Lee et al. (2008) Amer-

ican brands are perceived as demonstrating 

high status and quality. Third, this study se-

lected only one brand (i.e. iPod). Future stud-

ies are recommended to test the hypotheses 

with other global brands so that findings may 

be generalized. Fourth, the sample can be ex-

panded to other consumer groups besides stu-

dents. Young people may represent an im-

portant segment for brand such as iPod. How-

ever, there are other important segments that 

may have a different perception of the brand 

(e.g., older segments). Fifth, the empirical re-

sults are only providing a first qualitative un-

derstanding of cultural influences on different 

brand dimensions. Further studies have to be 

more conclusive using multivariate methods, 

e.g. structural equation models and path analy-

sis. Finally, further research besides the influ-

encing factors customer commitment, usage 

rate and influence by reference groups as fac-

tors can be analyzed (e.g. cultural factors)  to 

better explain the differences on image brand 

perception. 
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ABSTRACT. Generation Y consumers are an influential online shopping segment. This article 

empirically assesses the factors affecting the online purchase among millennials in Croatia and 

Bulgaria. The results obtained indicate that while convenience is reported as the most common 

reason for online shopping worldwide, the primary reason Bulgarian and Croatian millennials 

shop online is the pursuit of better prices. While security concerns are reported as a major online 

shopping barrier, Eastern-European millennials are more concerned with other factors. In Croatia 

and Bulgaria “audio-video” is among the least purchased categories online and “apparel and ac-

cessories” is among the most purchased categories. 
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INTRODUCTION 

With more than 1.9 billion users world-

wide (Internet World Stats, 2011) the web has 

become a major contributor to business global-

ization and trade, but also a tool for consumer 

choice and empowerment. Nie and Erbring 

(2000) suggest consumers use the Internet for 

product information, for travel information, 

and for buying. According to a  Nielsen global 

survey (2008, p.1), over 85% of the world’s 

online population has used the Internet to 

make a purchase, up 40% from two years ago 

and more than half of Internet users are regular 

online shoppers, making online purchases at 

least once a month. According to Forrester re-

search (2010) the seven largest markets in Eu-

rope for online retail are France, Germany, 

Italy, the Netherlands, Spain, Sweden, and the 

United Kingdom. There are key differences 

among the markets. According to a report by 

the Centre for Retail Research, British con-

sumers are the largest online spenders in Eu-

rope, with a third of all 2009 Internet purchas-

es across the continent taking place in the UK 

(McAdam, 2010). In Italy and Spain, Internet 

commerce only represents a fraction of total 

retail volume (von Abrams, 2010). Recent re-

search shows that Western Europe leads the 

world in retail-e-commerce sales and this 

dominance is expected to continue through 

2012 (Business Wire, 2010). 



86 JOURNAL OF EUROMARKETING  

 

 

Growth in Internet usage and e-commerce 

is expected to come from regions outside the 

United States (Brashear et al., 2009, p.268). 

Even though the growth rate in Internet usage 

worldwide has been dramatic, Internet pene-

tration statistics reveal that most regions of the 

world offer opportunity for substantial growth 

and there is wide variation in penetration rates 

among countries (Internet World Stats, 2011; 

European Commission Eurostat, 2011). Vari-

ous social, economic and political factors have 

been determined to affect Internet growth. 

One group of Internet users that are espe-

cially wired and therefore a significant influ-

ence in the marketplace are the Generation Y 

consumers, also called millennials. Generation 

Y are those born between 1977 and 1990, are 

now ages 18-32, and represent 35% of the In-

ternet using population (Pew Internet and 

American Life Project, 2010, p.4). The first 

wave of this generation began graduating from 

college in Spring 2004. This generation are 

demanding, highly wired and knowledgeable 

consumers. Gen-Y consumers’ sheer numbers 

and spending power transform the market for 

every life stage they enter (Morton, 2002; 

Paul, 2001, p.44). Further, their generation is 

considered very techno-literate. Sarbu (2008) 

has described them as the first generation of 

digital natives. They have been computer able 

since childhood and have become accustomed 

to depending on computers for almost all fac-

ets of their daily lives. Generation Y consum-

ers also have a fair degree of disposable in-

come available to spend online. In the United 

States, students earn $200 billion a year in 

part- or full-time jobs and in 2006 purchased 

$190 billion worth of goods (Tapscott, 2009, 

p.188). Therefore, Generation Y is the future 

prevailing consumer of the 21
st
 century, per-

manently connected, informed, and with a 

wide power of control in the product and ser-

vice world. 

With these considerations in mind, the 

purpose of this study was to empirically ana-

lyze online buying behavior among Genera-

tion Y college students. This research will go 

beyond previous studies that looked at only 

one product category, such as apparel, or that 

looked at Internet shopping in general (and not 

by specific product categories). This study will 

focus on generation Y consumers, a specific 

market segment that is more technologically 

adept than prior generations. Many studies 

have been published to analyze both the be-

havior and the main traits that define the 

online consumer. This research extends the 

work of Brashear et al. (2009), Calik and Er-

soy (2008) and others and addresses the need 

for a non U.S. centric view of Internet usage. 

Specifically, this exploratory study will focus 

on two emergent market segments in Eastern 

Europe for which limited prior work has been 

accomplished: namely Croatia and Bulgaria. 

The results of this study should be of value to 

retailers interested in buying behaviors, educa-

tors interested in consumer behavior, and con-

sumer theorists. 

LITERATURE REVIEW AND 

RESEARCH QUESTION 

DEVELOPMENT 

E-commerce is best regarded as a particu-

lar type of retail channel that can be compared 

with both traditional shopping channels, such 

as specialty stores or supermarkets, and with 

other indirect channels such as telephone and 

catalogue purchasing (Alreck and Settle, 

2002). Nie and Erbring (2000, p.9) suggest 

that 62% of the consumers use the Internet for 

product information, 54% for travel infor-

mation, and 36% for buying. Rohm and 

Swaminathan (2004) developed a typology 

based upon motivations for shopping online. 

Their analysis of these motives suggested the 

existence of four shopping types. They labeled 

the four types as convenience shoppers, varie-

ty seekers, balanced buyers, and store-oriented 

shoppers. 

Numerous studies have been published to 

profile and analyze both the behavior and the 

main traits that define the online consumer. 

Not surprisingly, they sometimes bring into 

attention different results perhaps based on the 
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time of the analysis and the country of origin. 

Looking at various demographic factors that 

exhibit distinct purchasing behaviors in the 

US, an early study by Donthu and Garcia 

(1999) pointed out that motivational factors as 

well as age and income status had an impact 

on online acquisition. They found that mainly 

older and those with higher incomes were like-

ly to buy online. The relative strength of these 

predictors was not assessed. Bellman et al. 

(1999) found that the three strongest predictors 

of Internet shopping were looking for product 

information, number of months of online ex-

perience, and the number of daily emails re-

ceived. These variables are somewhat reflec-

tive of the ability to navigate the Internet. 

Swinyard and Smith (2003, p.573) found that, 

compared with online non-shoppers, online 

shoppers are younger, wealthier, better edu-

cated, have higher computer literacy, spend 

more time on their computer, and spend more 

time on the Internet. Generation X accounted 

for more than one third of all online purchases 

in 2006 (MarketingVOX, Anon., 2006) while 

in 2008 a Price Grabber research showed that 

Generation Y shoppers are most active and 

comfortable with online and mobile activities 

being the busiest online shoppers (Jones, 

2008). Demographic variables have been re-

ported as significant variables influencing In-

ternet usage and buying. Males were found to 

use the Internet for purchasing activities to a 

greater extent compared to females (Teo, 

2001, p.133). Brown et al. (2003) also found a 

relationship between gender and online pur-

chasing. In general, advantages of online 

shopping as perceived by consumers include 

convenience, selection, price, original services 

that may be available online but not elsewhere, 

personal attention, easy and abundant infor-

mation access, and privacy (consumers may be 

able to buy items that they may be reluctant to 

buy in-store). 

Ahuja et al. (2003, p.149) examined the 

reasons why people shop online and found that 

28% cite convenience, 25% better prices, and 

23% saves time. Kwek, Tan, and Lau (2010, 

p.15) also found that convenience orientation 

is the most important contributor to the online 

purchase intention. Ahuja et al. (2003, p.147) 

found that of those consumers that do shop 

online, travel and audio-video were the most 

popular categories. Another study by Fraser 

and Henry (2007, p.12) looked specifically at 

purchasing behaviors in the Caribbean and 

found that books and clothes were the most 

popular purchases online. 

With respect to reasons for not shopping 

online, numerous theories have been postulat-

ed. Kiran, Sharma, and Mittal (2008, p.65) 

have noted that the lack of opportunity to ex-

amine products, or to feel or touch have been 

regarded as the specific factor affecting the 

online buying decision. Consumer attitudes 

powerfully affect their buying decisions. A 

study by Vellido et al. (2000) extracted nine 

factors associated with users’ perceptions of 

online shopping. Among these factors, risk 

perception of users was demonstrated to be the 

main discriminator between people buying 

online and people not buying online. 

The review of the above studies indicates 

that although there have been a number of 

studies done on Internet usage and e-shopping, 

no such study has been undertaken in Eastern 

Europe and especially in Bulgaria and Croatia. 

The present research has been undertaken with 

this perspective. 

THE CROATIAN AND BULGARIAN 

INTERNET ENVIRONMENT 

The growth in supply and demand for the 

Internet is undisputed. The pattern of online 

shopping behavior is likely to differ across 

cultures. Lynch and Beck (2001) have found 

that Internet users from different countries 

show differences in beliefs, attitudes, percep-

tions, and Internet buying behavior depending 

on user experience, and home country or re-

gion. Unlike well established and developed 

mass consumer societies such as the UK and 

the US, Croatia and Bulgaria have a more re-

cent engagement with global consumerism. As 

post-transition Eastern Block countries, they 
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have a more collectivist heritage and more re-

cent exposure to Internet shopping opportuni-

ties. Central and Eastern Europe (CEE) in 

general and Croatia and Bulgaria specifically 

provide enormous online buying promise, with 

eleven million potential customers and in-

creasing spending power. Inclusion in the EU 

for Bulgaria has also brought increased in-

vestment to the country (Credit Suisse, 2007) 

which should stimulate buying behavior. The-

se countries were chosen as they represent 

nearly similar positions on important cultural 

and economic dimensions. As transitional 

economies, adoption of e-commerce services 

for them is a significant element of economic 

development. 

Croatia 

In 2010, the population of Croatia was 

4,486,881 and of that number 50% were Inter-

net users. This compares with a 2010 Internet 

usage rate in the United States of 77.4%. With 

the Internet penetration of 50%, Croatia is 

ahead of Turkey (45%) and slightly behind 

Macedonia (51%). Croatia is lagging behind 

Internet penetration in EU countries (67.6%) 

(Internet World Stats, 2011). The structure of 

Internet users in Croatia is supported by in-

vestment in information and communication 

technologies both by private firms and gov-

ernment initiatives. 

Croatia is an important context to investi-

gate in light of recent social, political and cul-

tural changes. A recent study on value struc-

tures of Croatian youth (aged 15-29 years) in-

dicates that there has been a significant rise in 

levels of materialism when compared to the 

result of the same survey conducted in 1986 

(Radin, 2002). Croatia’s transition from a so-

cialist to a free-market Western society would 

expect to carry with it expectations of material 

prosperity and increased consumer spending. 

At the same time, Croatia as a developing 

market economy does not have equal financial 

footing in terms of consumer spending with 

other stable mass consumer societies like the 

US. For example, the purchasing power (GDP 

per capita) in Croatia was only US $17,500 in 

2010 compared to the United States GDP per 

capita of $47,400 and the EU average of 

$32,900 (Central Intelligence Agency, 2011). 

Just over 36% of the population of Croatia 

over the age of 15 uses the Internet at least 

once a month. This amounts to 1.2 million 

people. This conclusion is drawn from a sur-

vey by the Zagreb subsidiary of the GfK 

Group that was conducted in 2004 (GFK, 

2010). Internet shopping has been reported to 

be very uncommon for Croatian students 

(5.6%) compared to students in the UK 

(38.6%) and Germany (35.3%) (Jankovič and 

Dittmar, 2006, p.30). 

Bulgaria 

Internet penetration in Bulgaria was 47.5% 

based on an estimated population of 7,148,785 

in 2010 (Internet World Stats, 2011). Bulgaria 

lags behind the EU average of 67.6% but is 

still well positioned ahead of Cyprus (39.3%), 

Greece (46.2%), and Romania (35.5%). The 

Bulgarian National Statistical Institute has 

found that the most active group of Internet 

users was between 16 and 24 years old. The 

share of people who spend their time on the 

global network in this age group increased 

41.7 % in five years to 75.1 % in 2009 (Na-

tional Statistical Institute, 2009, p.2). The 

number of Internet users is increasing at a par-

ticularly rapid rate in Bulgaria due to the rise 

in popularity of Internet and computer gaming 

clubs. 

While Internet shopping has increased in 

Bulgaria, electronic trade is still underdevel-

oped. The country was among the lowest-

ranking in the European Union in terms of 

online shopping services in 2009. In 2002 

Bulgaria, Ukraine, and Romania were laggards 

with respect to online shopping with less than 

2% of the online users shopping online (Chen-

nai, 2002). The Bulgarian National Statistics 

Institute reported that 3% of individuals over-

all bought goods or services online in a three 

month period in 2009 and Eurostat reported 

5% of the population shopping online in 2009. 
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The most regular online buyers are between 18 

and 24 years, accounting for 45% of all shop-

pers. Shoppers aged 25 to 34 represent the se-

cond largest group (Dnevnik.bg, Anon., 2010). 

Recent data by GfK Market research found 

that 14.4% of all Bulgarian consumers have 

shopped at least once online (GFK, 2010) with 

the highest percentage of users in the 20-29 

years old age group (17.2%). Internet com-

merce, although still primarily done on foreign 

sites, has been stimulated by the development 

of local online retailers and online payment 

systems. At the same time, Bulgaria, as a de-

veloping market economy, does not have 

equal financial footing in terms of consumer 

spending compared to the US or even Croatia. 

The purchasing power or GDP per capita was 

$12,800 in 2010 (Central Intelligence Agency, 

2011). 

RESEARCH QUESTIONS AND 

HYPOTHETICAL MODEL 

Based on the preceding discussion the fol-

lowing research questions were posed in rela-

tion to Generation Y shopping behavior in 

Bulgaria and Croatia. 

1. What are the differences between Gen 

Y internet shoppers and non-shoppers?  

2. Why do Gen Y consumers decide to 

buy online? 

3. Why do Gen Y consumers decide not 

to buy online? 

4. Are there any differences between Gen 

Y shopping behaviors in Bulgaria ver-

sus Croatia? 

5. What products are most commonly 

purchased online by Gen Y in Bulgaria 

and Croatia? 

In order to answer these research ques-

tions, we considered a multitude of consumer 

factors for inclusion as constructs in a ques-

tionnaire. We made use of Zhou et al.’s (2007) 

major categories of factors (see Table 1), or-

ganized along two dimensions, online and 

shopping: 

 Type I consumer factors (e.g., consumer 

demographics) are independent of both 

online -and shopping; 

 Type II factors (e.g., computer knowledge) 

are only related to online; 

 Type III factors (e.g., shopping orienta-

tion) are only related to shopping; 

 Type IV factors (e.g., perceived risk) are 

related to online shopping. 

These types of factors have been exten-

sively studied in the technology-adoption lit-

erature. The Technology Acceptance model 

(TAM) (Chen et al., 2002; Davis, 1989) has 

been adapted for explaining and predicting 

user behavior in an on-line shopping environ-

ment (e.g., Palou, 2003). More recently, the 

Online Shopping Acceptance Model (OSAM) 

(Zhou et al., 2007) has been developed to ex-

plain consumer acceptance of online shopping. 

OSAM extends the TAM by taking specific 

characteristics of online shopping environ-

ments into consideration. Consumer de-

mographics include gender, age, and income. 

There are mixed findings on the relationship 

between these characteristics and online shop-

ping 

 

TABLE 1: Classification of Consumer Factors Examined in Online Shopping Acceptance 
Research (Zhou et al., 2007) 

Online 

 Shopping 

 Not Related Related 

Not Related 
Type I 

(Consumer demographics) 
Type III 

(Shopping orientation) 

Related 
Type II 

(Computer knowledge) 

Type IV 
(Perceived outcome, 

Perceived risk) 
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behavior. Perceived outcome has largely been 

theorized as one of the driving forces of tech-

nology adoption. Perceived usefulness refers 

to “the degree to which a person believes that 

using a particular system (e.g., an online shop-

ping site) would enhance his or her job per-

formance (Davis, 1989, p.320)”. Chen et al. 

(2002) and Pavlou (2003) have used “per-

ceived usefulness” to explain consumer ac-

ceptance of online shopping. Limayem et al. 

(2000) found that “perceived consequence” 

significantly influenced intention to shop 

online. Perceived risk refers to the consumers’ 

subjective belief of suffering a loss in pursuit 

of a desired outcome (Pavlou, 2003). 

The research framework (Figure 1) con-

sists of five determinants of acceptance of 

online shopping: consumer demographics, 

computer knowledge, perceived outcome, 

country of origin, and perceived risks of inter-

net buying. Five hypothesized relations be-

tween the determinants and consumers’ online 

purchase behaviour were developed. Each of 

the hypothesized relations is supported by the 

findings of published empirical research (Al-

reck and Settle, 2002; Bagchi and Mahmood, 

2004; Bhatnagar et al., 2000; Brown et al., 

2003; Chen et al., 2002; Davis, 1989; Donthu 

and Garcia, 1999; Featherman and Pavlou, 

2003; Jarvenpaa et al., 1999; Joines et al., 

2003; Korgaonkar and Wolin, 1999; Kolsaker 

et al., 2004; Levy, 1999; Li et al., 1999; Liang 

and Jin-Shiang, 1998; Liao and Cheung, 2001; 

Limayem et al., 2000; Park et al., 2004; Pav-

lou, 2003; Rodgers and Harris 2003; Ruyter et 

al., 2001; Slyke et al., 2002; Stafford et al., 

2004; Susskind, 2004). 

In line with the findings of published em-

pirical research and in line with the OSAM 

model, we propose the following: 

 

H1. The effects of gender on online shopping 

behavior are significant. 

 

H2. The effects of age on online shopping be-

havior are significant. 

 

H3. The effects of income on online shopping 

behavior are significant. 

 

H4. Computer knowledge has a significant 

positive impact on online shopping behavior. 

 

 

FIGURE 1: Research Framework 
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H5. The effects of perceived outcome on 

online shopping behavior are significant. 

 

H6. The effects of perceived risk on online 

shopping behavior are significant. 

 

H7. The effects of country of origin on online 

shopping behavior are significant. 

SAMPLE AND METHODOLOGY 

A questionnaire was developed to test the 

hypotheses outlined above in the context of 

Eastern European millennials. The participant 

pool consisted of a convenience sample of col-

lege students in Croatia and Bulgaria. To ac-

commodate disparities in income status be-

tween Croatia and Bulgaria, income categories 

were defined as: much worse off than col-

leagues, worse off than colleagues, same as 

colleagues, better off than colleagues, and 

much better off than colleagues. There were 

nine questions pertaining to internet use and 

online purchasing behavior. The latter includ-

ed questions such as if the student shops 

online, and what products or services are pur-

chased as well as categorical questions relating 

to level of computer expertise and motivation 

for online shopping. The product categories 

were derived from a variety of sources and 

focused on online shopping behavior across 

different categories to reflect both products 

and services. The approach used was similar to 

that of the online-shopping research compa-

nies, Forrester and comScor, both leaders in 

measuring the digital world. The approach was 

also consistent with that of Ahuja, Gupta and 

Raman (2003) who focused on general online 

purchasing behavior of individual consumers 

and why they choose to buy or not buy online. 

Number of internet purchases on the web in 

the last three months was a ratio scale of nev-

er, 1-3 times, 4-6 times, 7-10 times, 11-20 

times, and more than 20 times. Computer 

knowledge was measured using a 5-point in-

terval scale rated from no knowledge to ex-

pert. The measures used in this study were al-

so obtained in part from previous research by 

Calik and Ersoy (2008) and Fraser and Henry 

(2007). 

ANALYSIS AND RESULTS 

A total of 538 surveys were distributed. 

Eleven were eliminated due to incomplete da-

ta, leaving a total of 527 usable surveys. The 

latter corresponds to a successful retrieval rate 

of 98%. Almost all used the Internet and had a 

computer at home (99.8%). A summary of the 

most important demographic and behavioral 

characteristics of the participants are illustrat-

ed in Table 2. SPSS 18.0 was used to facilitate 

data analysis. All relationships were tested at 

p≤ 0.05 significance level. The analysis in-

cluded t-tests for continuous measures and chi-

square tests for categorical data, as well as re-

gression analysis of the probability to shop 

online. All the above research questions and 

hypotheses were investigated, yielding the fol-

lowing results. 

INTERNET SHOPPERS VERSUS NON-

SHOPPERS 

Our study found that 67% of all students 

have shopped online at least once, i.e. belong 

to the “internet shoppers” category. Approxi-

mately one-half (54.7%) of those who shopped 

online made a purchase one to three times in 

the last three months. Fifty eight percent of 

Croatian college students indicate that they do 

shop online. This percent is significantly high-

er than the research by Jankovič and Dittmar 

(2006, p.30) which reported that internet 

shopping was very uncommon for Croatian 

students. Table 3 details the differences be-

tween internet shoppers and non-shoppers 

with respect to demographics and computer 

knowledge. 

A regression analysis was performed to 

study the effects of the independent variables 

(“Gender”, “Age”, “Income”, “Computer 

knowledge”, “Country of origin”, “Price”, 

“Anxiety”, “Cannot see, feel, touch, or try on 



92 JOURNAL OF EUROMARKETING  

 

 

item”) on the probability of shopping online. 

The dependent variable was a dummy variable 

equal to 1 for shopping and 0 for non-

shopping. This was essentially a linear proba-

bility model. The model was significant with 

F(8,487)=190.05, P-value=0.000 and R-

squared=0.6765. Robust standard errors were 

used due to heteroskedasticity. At the 5% lev-

el, the results indicated that significant are 

“Income”, “Computer knowledge”, “Price”, 

“Anxiety”, and “Cannot see, feel, touch, or try 

on item”. The regression-analysis results also 

showed that gender and age do not have a sig-

nificant effect on shopping behavior. Our find-

ings contrasted with the findings of Alreck and 

Settle (2002), Brown et al. (2003), Donthu and 

Garcia (1999), Korgaonkar and Wolin (1999), 

Levy (1999), Li et al. (1999), Rodgers and 

Harris (2003), Slyke et al. (2002), Stafford et 

al. (2004), and Teo (2001) who found that 

male consumers make more online purchases 

and women are more skeptical of e-business 

than men.  

As expected, income status is associated 

with online acquisition. The majority of stu-

dents in Bulgaria and Croatia who indicate 

being “better off” than their colleagues also 

indicate that they do shop online (86.2%). The 

same is true for respondents who indicate be-

ing “much better off” than their colleagues. 

Our chi-square tests indicate that higher in-

come is positively correlated with probability 

to shop online. The regression analysis results 

indicate that one level increase in income in-

creases the probability of shopping online by 

0.07. Our findings confirm those of Bagchi 

and Mahmood (2004), Donthu and Garcia 

 

TABLE 2: Description of Most Important Demographic and Behavioral Participant Char-
acteristics 

Nationality Croatian Bulgarian Total 

No. (%) No. (%) No. (%) 

Gender 
Male 

 Female 

 
142 
189 

 
(42.9) 
(57.1) 

 
89 

107 

 
(45.4) 
(54.6) 

 
231 
296 

 
(43.8) 
(56.2) 

Age 
18-22 
23-29 

 
59 

272 

 
(17.8) 
(82.2) 

 
181 
15 

 
(92.3) 
(7.7) 

 
240 
287 

 
(45.5) 
(54.5)  

Computer Knowledge 
No Knowledge 

Some Knowledge 
Average 

Above-Average 
Expert  

 
0 

36 
167 
109 
19 

 
(0.0) 

(10.9) 
(50.5) 
(32.9) 
(5.7) 

 
0 
6 

84 
97 
9 

 
(0.0) 
(3.0) 

(42.9) 
(49.5) 
(4.6) 

 
0 

42 
251 
206 

8 

 
(0.0) 
(8.0) 

(47.6) 
(39.1) 
(5.3) 

Ever shopped online 
Yes 
No 

 
192 
139 

 
(58.0) 
(42.0) 

 
161 
35 

 
(82.1) 
(17.9) 

 
353 
174 

 
(67.0) 
(33.0) 

Income2 
Much worse off than colleagues 

Worse off than colleagues 
Same as colleagues 

Better off than colleagues 
Much better off than colleagues 

 
3 

31 
210 
61 
10 

 
(0.9) 
(9.8) 

(66.7) 
(19.4) 
(3.2) 

 
2 

10 
142 
26 
1 

 
(1.1) 
(5.5) 

(78.5) 
(14.4) 
(0.5) 

 
5 

41 
352 
87 
11 

 
(1.0) 
(8.3) 

(71.0) 
(17.5) 
(2.2) 

Total 
 

331 (100.0) 196 (100.0) 527 (100.0) 
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 (1999), Korgaonkar and Wolin (1999), Li et 

al. (1999) and Susskind (2004) who found that 

income was positively related to online shop-

ping tendency. 

We find that internet shoppers have better 

computer knowledge than non-shoppers. 

Online shopping behavior seems to correlate 

directly to the computer-knowledge level. The 

higher the computer-knowledge level, the 

higher the percentage of internet shoppers ver-

sus non-shoppers. All respondents with expert 

computer knowledge shop online. Approxi-

mately eighty one percent of respondents with 

above-average computer knowledge shop 

online. There is a significant difference in the 

rate of computer knowledge between respond-

ents who shop and don’t shop online, i.e. mil-

lennials with better computer knowledge ex-

hibit a higher probability to shop online. The 

regression analysis results indicate that one 

level increase in the rate of computer 

knowledge increases the probability of shop-

ping online by 0.09. Our findings confirm the 

findings of Swinyard and Smith (2003, p.573) 

that, compared with internet non-shoppers, 

internet shoppers are wealthier and have high-

er computer literacy. 

Motivating factors and barriers 

The authors examined reasons why mil-

lennials liked to shop online. The most com-

mon reason for shopping online among mil-

lennials is the pursuit of better prices (20.5% 

in total, see Table 4). This finding differs from 

the work of Ahuja et al. (2003) and Kwek, 

Tan, and Lau (2010), who found that conven-

ience was the most common reason given for 

online shopping. Our study found that better 

prices are the most common reason why Bul-

garian and Croatian millennials shop online. If 

we compare Bulgarian and Croatian prices to 

Western-European and US prices we note an 

interesting fact. While the majority of con-

sumer prices tend to be significantly higher in 

Western Europe and US compared to Bulgaria 

 

TABLE 3: Internet Shopper versus Non-Shopper Characteristics 

 

 

Internet 
Shoppers 

Internet 
Non-shoppers 

Total 
 

No.  (%) No.  (%) No.  (%) 

Gender 
Male 

Female 

 
167 
186 

 
(72.3) 
(62.8) 

 
64 

110 

 
(27.7) 
(37.2) 

 
231 
296 

 
(100.0) 
(100.0) 

Age 
18-22 
23-29 

 
174 
179 

 
(72.5) 
(62.4) 

 
66 

108 

 
(27.5) 
(31.6) 

 
240 
287 

 
(100.0) 
(100.0) 

Income 
Much worse off than colleagues 

Worse off than colleagues 
Same as colleagues 

 Better off than colleagues 
Much better off than colleagues 

 
4 

21 
223 
75 
9 

 
(80.0) 
(51.2) 

 (63.4) 
(86.2) 

 (81.8) 

 
1 

20 
129 
12 
2 

 
(20.0) 
(48.8) 
(36.6) 
(13.8) 
(18.2) 

 
5 

41 
352 
87 
11 

 
(100.0) 

 (100.0) 
(100.0) 
(100.0) 
(100.0) 

Computer Knowledge 
No knowledge 

Some knowledge 
Average 

Above-Average 
Expert 

 
0 

12 
146 
167 
28 

 
(0.0) 

(28.6) 
(58.2) 
(81.1) 

(100.0) 

 
0 

30 
105 
39 
0 

 
(0.0) 

(71.4) 
(41.8) 
(18.9) 
(0.0) 

 
0 

42 
251 
206 
28 

 
(0.0) 

(100.0) 
(100.0) 
(100.0) 
(100.0) 

Total 353 (100.0) 174 (100.0) 527 (100.0) 

 



94 JOURNAL OF EUROMARKETING  

 

 

and Croatia, there is one exception, i.e. prices 

of brand name products (e.g. Levis, Nike, Za-

ra, HM). One summer dress in a chain store 

(Zara, H&M), for example, would cost ap-

proximately 14% less to buy from a store lo-

cated in Western Europe (e.g. Germany, 

Spain, France) than from a store located in 

Bulgaria. The same product category would 

cost approximately 8% less to buy from a store 

located in Western Europe (e.g. Germany, 

Spain, France) than from a store located in 

Croatia (NUMBEO, Anon., 2011). The same 

product would be even less expensive if 

bought in the US. This may explain why Bul-

garian and Croatian millennials (12.4%) are 

buying “apparel and accessories” online while 

looking for better prices. Overall, “apparel and 

accessories” is the second most popular 

online-shopping category (see Table 6). For 

Bulgarian millennials (16.8%) it is the most 

popular online-shopping category, which may 

be a logical response to the higher disparity 

between Bulgarian and Western European 

brand-name-apparel prices. Another reason 

may be the limited opportunities for purchas-

ing a variety of brand names locally. 

The authors also examined reasons why 

millennials chose not to shop online (see Table 

5). Our study found that the majority of non-

shoppers (44.4% of Bulgarian and Croatian 

non-shoppers combined) do not shop online 

because they cannot see, feel or touch the 

item. This contrasted with the findings of Tay-

lor Nelson and Sofres (Anon., 2001) and of 

Vellido et al. (2000) who found that online 

security is the biggest concern in the US keep-

ing Internet users from shopping online. When 

Bulgarians shop online (e.g. through 

books.bg), the most common method of pay-

ment is COD (Cash on Delivery). consumers 

need to go to the nearest post office, receive 

the product and pay cash. The COD method 

does not require providing personal infor-

mation like a credit card number. Online pay-

ment methods (e.g. credit card payment sys-

tems, digital wallet and stored value payment 

systems), while growing, are still not very 

prevalent in Eastern Europe. 

European browsing and purchasing pat-

terns vary from country to country (Dellner, 

2007). Our findings indicate that there are 

some differences in the shopping behavior 

online between Bulgaria and Croatia but they 

are not significant at the 5% level (with a P-

value of 0.068 they would have been signifi-

cant the 10% level). A higher number of Bul-

garian millennials have shopped online com-

pared to a smaller number of Croatians (82.1% 

compared to 58.0%). Meanwhile, the majority 

of Bulgarians (62.1%) seem to be moderately 

active in terms of number of Internet purchas-

es, having made only one to three purchases in 
 

TABLE 4: Major Reasons for Shopping Online 

 
Croatia Bulgaria Total 

No. (%) No.  (%) No.  (%) 

Convenience 28 (8.8) 66 (19.0) 94 (14.1) 

Easier than store shopping 26 (8.2) 12 (3.5) 38 (5.7) 

Better prices 59 (18.5) 77 (22.2) 136 (20.5) 

Unique products not in stores 45 (14.1) 67 (19.3) 112 (16.8) 

Saves time 73 (23.0) 51 (14.7) 124 (18.7) 

Can shop any time of the day 46 (14.5) 38 (10.9) 84 (12.6) 

Like to compare prices online 22 (6.9) 21 (6.1) 43 (6.5) 

Less hassle/No crowds 19 (6.0) 15 (4.3) 34 (5.1) 

Total 318 (100.0) 347 (100.0) 665 (100.0) 
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TABLE 5: Major Reasons for Not Shopping Online 

 
Croatia Bulgaria Total 

No.  (%) No. (%) No.  (%) 

Too slow 4 (2.6) 1 (2.8) 5 (2.7) 

Insufficient information 15 (9.8) 2 (5.5) 17 (9.0) 

Anxiety about online trans-
action 

53 (34.6) 8 (22.2) 61 (32.3) 

Cannot see, feel, touch, 
or try on item 

64 (41.8) 20 (55.6) 84 (44.4) 

No access to a computer 1 (0.7) 0 (0.0) 1 (0.5) 

Other 16 (10.5) 5 (13.9) 21 (11.1) 

Total 153 (100.0) 36 (100.0) 189 (100.0) 

 

the last three months. The majority of Croa-

tians are, in contrast, active online shoppers. In 

a two-sample t-test with unequal variances, we 

compared the means of the number of pur-

chases in the two countries. The mean in Croa-

tia is 1.36, while in BG it is 1. The difference 

in means is 0.36. The frequency of online pur-

chases has a higher mean in Croatia. Com-

pared to Bulgarians, a smaller share of Croa-

tians have limited their online purchases to 

three within three months (48.4%). A total of 

33.4% of Croatians have made more than four 

purchases in a three-month period. This differ-

ence in number and frequency of online pur-

chases may be due to the fact that Bulgarians 

do not have equal financial footing in terms of 

purchasing power compared to Croatians. 

Croatians seem to be more time sensitive 

than Bulgarians. Twenty three percent of Cro-

atian internet shoppers (compared to 14.7% of 

Bulgarians) have indicated “time saving” as an 

important factor for shopping online. Bulgari-

ans seem to be stronger “variety seekers”. Ap-

proximately nineteen percent of Bulgarian in-

ternet shoppers are motivated by finding 

unique products on the Web which are not 

available in stores. The latter percentage is just 

14.1 for Croatians (see Table 4). Interestingly, 

Bulgarians are less concerned with the “ease” 

of online shopping and the 24/7 availability of 

online stores compared to physical stores. This 

may be due to the fact that physical stores are 

typically open 7 days per week in Bulgaria and 

some stores are open non-stop. Bulgarians can 

shop any time of the week and almost any 

time of the day at a variety of physical stores. 

The 24/7 availability of online stores is there-

fore hardly perceived as an advantage for Bul-

garians. 

What are millenials buying online? 

The survey asked respondents who had 

purchased online to indicate the categories of 

items purchased for eleven different prod-

uct/service categories. The data (see Table 6) 

indicate the most popular online-shopping cat-

egory is “air travel”, with a total of 16.8% of 

Croatian and Bulgarian internet shoppers 

(combined) having indicated it as part of what 

they purchase online. Following are “apparel 

and accessories” (12.4%), “event tickets” 

(12.2%), and “books and magazines” (12.2%). 

Bulgarian shoppers prefer to buy apparel and 

accessories (16.8% of Bulgarians compared to 

8.4% of Croatians). Of interest to note is that 

audio-video are two of the least purchased cat-

egories. Only 6.6% of Croatians indicated they 

buy CDs online. The share of Bulgarians who 

buy CDs online is even less – just 1.5%. This 

may be due to the fact that most audio-video is 

illegally.  
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TABLE 6: Categories of Items Purchased Online 

 

 
Croatia Bulgaria Total 

No.  (%) No.  (%) No.  (%) 

Computers 37 (7.2) 53 (11.3) 90 (9.1) 

CD’s 34 (6.6) 7 (1.5) 41 (4.2) 

Books and Magazines 53 (10.3) 67 (14.2) 120 (12.2) 

Event Tickets 71 (13.8) 49 (10.4) 120 (12.2) 

Consumer Electronics 37 (7.2) 42 (8.9) 79 (8.0) 

Videos 32 (6.2) 26 (5.5) 58 (5.9) 

Air travel 91 (17.7) 74 (15.7) 165 (16.8) 

Health and beauty sites 43 (8.4) 45 (9.5) 88 (8.9) 

Apparel and accessories 43 (8.4) 79 (16.8) 122 (12.4) 

Toys 4 (0.8) 4 (0.9) 8 (0.8) 

Other 69 (13.4) 25 (5.3) 94 (9.5) 

Total 514 (100.0) 471 (100.0) 985 (100.0) 

 

Croatians indicated they buy CDs online. 

The share of Bulgarians who buy CDs online 

is even less – just 1.5%. This may be due to 

the fact that most audio-video is illegally ac-

quired in Bulgaria and Croatia, the latter being 

especially valid for Bulgaria. Upon the rec-

ommendation of the International Intellectual 

Property Alliance (IIPA), Bulgaria was added 

to the Special 301 Watch List in 2003. The 

estimated level of piracy in the Records & 

Music industry was 83% in 2002 (IIPA, 2003, 

p.348). Bulgaria’s overall enforcement system 

against piracy, especially optical media piracy, 

continues to be ineffective. While audio-video 

is among the most popular categories pur-

chased online on a global scale, this is not the 

case in Croatia and Bulgaria. Audio-video is 

one of the least purchased categories online in 

this part of Eastern Europe. On a global scale, 

Ahuja et al. (2003, p.147) have found that 

among those consumers that do shop online, 

travel and audio-video were the most popular 

categories. Our findings confirm the populari-

ty of travel in Croatia and Bulgaria, but do not 

confirm the popularity audio-video. 

HYPOTHESES TESTING RESULTS 

The hypotheses tests yielded the following 

conclusions (Two-sample t-tests with unequal 

variances, Chi Square Tests, Regression Anal-

ysis, 0.05 significance level): 

 H1 is rejected as the effects of gender on 

online shopping behavior have proven not 

to be significant at the 0.05 level (with a P-

value of 0.091, gender would have been 

significant the 0.10 level). 

 H2 is rejected as the effects of age on 

online shopping behavior have proven not 

to be significant. 

 H3 is sustained as the effects of income on 

online shopping behavior have proven to 

be significant. One level increase in in-

come increases the probability of shopping 

online by 0.07 (see Figure 2). 

 H4 is sustained as computer knowledge 

has proven to have a significant positive 

impact on online shopping behavior. One 

level increase in the rate of computer 
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knowledge increases the probability of 

shopping online by 0.09. 

 H5 is sustained since the effects of per-

ceived outcome on online shopping behav-

ior have proven to be significant. Better 

prices are the major perceived benefit of 

online shopping for 22,2% of Bulgarians 

and 18,5% of Croatians. One level increase 

in perception of better prices online in-

creases the probability of shopping online 

by 0.22 (Bulgaria) and 0.10 (Croatia). 

 H6 is sustained as the effects of perceived 

risk on online shopping behavior have 

proven to be significant. Both variables – 

“Anxiety about online transaction”, and 

“Cannot see, feel, touch, or try on item” – 

have P-values of 0.000. The regression 

analysis results indicate that one level in-

crease in anxiety decreases the probability 

of shopping online by 0.60. The inability 

to see, feel, touch, or try on item negative-

ly affects the probability of shopping 

online even stronger (with a probability 

coefficient of -0.67). This means that Bul-

garian and Croatian millennials are more 

likely not to shop online because of the in-

ability to see, feel or touch the item online, 

rather than their anxiety about the online 

transaction. Our findings also reveal that 

Croatians are more concerned about the 

perceived risk of online shopping than 

Bulgarians. 

 H7 is rejected as the effects of country of 

origin on online shopping behavior have 

proven not to be significant at the 0.05 

level (with a P-value of 0.068 it would 

have been significant the 0.10 level) (see 

Figure 2). 

 

FIGURE 2: Causal Paths between Consumer Factors and Online Shopping 

 

 

Gender 

Consumer 
Demographics 

 
Gender 

Age 
Income 

Cannot touch product 
 

Anxiety 
 
 

- 0.67 
(Cannot touch  
product) 

Country of 

Origin 

+ positive relationship     
- negative relationship 
x no relationship 

 

 

+ 0.22 (Bulgaria) 

+ 0.10 (Croatia) 

+ 0.09 
 

+ 0.07 (Income) 

Age 

Online Shopping 

Computer  

Knowledge 

x 

x 

- 0.60  
(Anxiety) 

Perceived 

Outcome 

Perceived 

Risk 

Better prices 
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CONCLUSIONS 

Understanding the similarities and differ-

ences among millennials in different regions is 

crucial for both marketing theory and practice. 

The results of this study are likely to have 

wider implications for both the research and 

practice of implementing e-commerce in the 

context of developing countries. One of the 

challenges created by global e-commerce is 

how to understand markets and groups of po-

tential customers on the Internet. Misunder-

standing consumer preferences can cause a 

successful strategy in one country to fail else-

where. In this light, there may be a need for 

micro marketing to countries as niche markets. 

Our findings are consistent with the predic-

tions derived from previous demographic stud-

ies only as far as income is concerned. Age 

and gender are no significant predictors of 

online shopping behavior. Regarding motiva-

tors and barriers to online shopping, the prima-

ry reason why Bulgarian and Croatian millen-

nials shop online is the pursuit of better prices 

and the primary barrier is the inability to see, 

feel or touch the item online. This study re-

vealed a significant difference in the shopping 

behavior online between the Eastern-European 

region of Bulgaria and Croatia and the rest of 

the world. Overall, the most popular online-

shopping category is “air travel” followed by 

“apparel and accessories”. “Audio-video” is 

among the least purchased categories online in 

Croatia and Bulgaria, which deviates signifi-

cantly from the high popularity of this catego-

ry on a global scale. While convenience is re-

ported as the most common reason for online 

shopping worldwide, the most common reason 

why Bulgarian and Croatian millennials shop 

online is the pursuit of better prices. Bulgarian 

and Croatian millennials are more concerned 

with the inability to see, feel or touch the item 

online, rather than security. This also deviates 

significantly from the high relevance of “secu-

rity concerns” as a major online-shopping bar-

rier on a global scale. Further investigations 

should address the question of the extent to 

which university students in Bulgaria and Cro-

atia are representative of the general popula-

tion of Internet users and consumers who 

make online purchases. Future research should 

also address changes in the online shopping 

behaviors of these groups over time. 

NOTES 

2. 31 Respondents gave NO ANSWER to 

the “Income” question 
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ABSTRACT. Internet usage may be motivated by either extrinsic factors (such as pleasure de-

rived from online surfing, social networking or chat rooms) or by intrinsic factors (e.g. utility or 

functionality). This study focuses on Internet users, and in particular, those who derive extrinsic 

value from its use. This paper seeks to identify whether Internet users that rely heavily on the In-

ternet for social gratification differ from those that are less reliant on the Internet for social pur-

poses, but it  looks at Internet usage behavior in emerging markets, specifically in two Easter Eu-

ropean countries: Serbia and Ukraine. The primary objective is to gain insight on Internet usage 

in developing markets. This paper addresses the paucity of research in this area – both thematical-

ly and geographically. Respondents were queried about their Internet usage motivations. Binary 

logistic regression was used to split respondents into light and heavy seekers of social gratifica-

tion on the Internet. Demographic and psychographic variables and interaction terms were used to 

identify differences among the two groups of interest and test research propositions. This study 

reveals that there are differences in the online behavior of heavy (versus light) social gratification 

Internet users and that these should be taken into consideration by marketers when developing 

online communications.  

 

KEYWORDS. The Internet, emerging markets, Serbia, Ukraine, use and gratification 

 

 

INTRODUCTION 

Whether consumption is done by rational, 

information-processing decision-makers 

(Bettman, 1979; Howard & Sheth 1969) or by 

those seeking fun, symbolic or esthetic experi-

ences (Holbrook and Hirschman 1982) has 

been the subject of much debate over the past 

several decades; and while the argument has 

generally focused on the consumption of 

goods and services, the same arguments can 

and have been applied to the consumption of 

new media. New media, after all, may be used 

for its functional benefits, but also for the ex-

trinsic values derived from its use (such as 

pleasure and status from knowing that you 

possess the latest media, etc.). Usage of the 

Internet thus can be thought to be motivated 

by its intrinsic value (functionality, utility, 

etc.), and by its extrinsic values as well, such 

as pleasure from online surfing, social-

networking, etc. This study focuses on the In-

ternet and seeks to identify and test research 

propositions about Eastern European emerg-

ing market Internet users who derive extrinsic 

value from use of the Internet, e.g. those who 

are motivated to use the Internet for social 

gratification. Of special interest is whether 
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those who are heavy seekers of social gratifi-

cation via the Internet differ from those who 

are light social gratification seekers.  
More importantly, this study’s findings 

will help guide marketing strategy develop-

ment, particularly with regards to identifying 

how best to reach those individuals who are 

highly motivated by extrinsic motivations 

(such as social gratifications) when using the 

Internet. Indeed the significant growth  in the 

use of social media, such as Facebook, sug-

gests the value in understanding this segment 

of the Internet population. Similar attempts at 

studying the underlying motivations behind 

Internet usage have been done for online con-

sumers; however, prior studies have largely 

focused on online consumers in developed 

markets. This study, by comparison, will focus 

on the online public in developing/emerging 

markets, a segment of online consumers large-

ly ignored until recently and a segment where 

the digital divide may be large. The authors 

contend that whoever understands the deep-

rooted impetus for Internet usage among the 

online public in developing markets may more 

readily establish a differential advantage vis-à-

vis its competitors, possibly even catapulting 

that firm to a dominant position in the market. 

Lynch and Beck (2001) were among the 

first to include Central/ Eastern Europeans in 

their study. They found that Internet behaviors 

were relatively homogeneous within the Cen-

tral/Eastern European area, however, the re-

spondent base consisted of individuals from 

the same multinational enterprise, and as a 

result, the findings might also be reflective of 

a common corporate culture. This study aims 

to address the paucity of research in this area 

by looking at Internet usage in develop-

ing/emerging market regions. Serbia and 

Ukraine were chosen for the current study be-

cause despite the fact that both are emerging 

markets in Eastern Europe, their history dif-

fers markedly and we felt that this would shed 

insight into Internet usage behavior within one 

geographic region, but in distinct markets. 

Serbia and Ukraine use languages that are not 

only very different from each other but also 

differ from the languages most commonly 

used on the Internet. While written Ukrainian, 

from the East Slavic subgroup, uses only the 

Cyrillic alphabet; written Serbian, from the 

South Slavic subgroup, uses parallel Cyrillic 

and Latin alphabets.  Ukraine spent much of 

the 20
th

 Century as part of the USSR while 

Serbia, was part of the Socialist Federal Re-

public of Yugoslavia and was largely a  nona-

ligned nation throughout most of the 20
th

 Cen-

tury. Thus these two countries provide an in-

teresting contrast in their histories and expo-

sure to western developed economies while 

exhibiting similarities in terms of develop-

ing/emerging economies.  

Developing markets are of interest for 

several reasons. First, Internet usage in devel-

oped market regions has historically received 

more attention, leading to a body of literature 

that can be used to guide online marketing 

strategy development; however, the extant re-

search is less suitable for charting strategic 

direction in developing markets. More work 

on the online community in developing mar-

kets is needed to develop effective guidelines 

for marketing strategy development. Second-

ly, foreign direct investment (FDI) in develop-

ing market regions continues to grow at a fast-

er rate than investments in developed market 

regions. In fact, a study from the Vale Colum-

bia Center on Sustainable International In-

vestment revealed that emerging markets in 

2009 for the first time attracted more than half 

of (global) outward FDI flows (Kekic 2009). 

This compares with approximately 33% of 

global FDI flows going to emerging markets 

as recently as 2006 (Hill, p.244). This trend 

underscores the need to better comprehend 

consumer behavior in market regions offering 

the greatest growth potential. Yet, if success-

fully understanding traditional consumer be-

havior in developing markets has been elusive, 

then the phenomenon is even more complicat-
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ed with regards to the online public [in devel-

oping markets].  

This paper seeks to study the heavy versus 

light seekers of extrinsic motivations in Inter-

net usage (e.g. social gratifications) in devel-

oping markets by testing some research hy-

potheses with an eye towards developing 

guidelines for effective online marketing strat-

egies. The paper first reviews the relevant lit-

erature, identifies testable research proposi-

tions and then describes an empirical study 

that the authors conducted in two emerging 

markets (Serbia and Ukraine). Research hy-

pothesis testing and study findings are report-

ed, followed by the final section which   iden-

tifies some of the study’s limitations and of-

fers some directions for future research.  

LITERATURE REVIEW 

Several research streams helped establish 

the foundation for this paper: the uses and 

gratifications theory from communications, 

hedonic consumption theory from the market-

ing literature of the 1980s, and segmentation 

studies, also from the marketing field.  

The uses and gratifications (U & G) para-

digm was developed to gauge the underlying 

motivations that help explain consumers’ me-

dia usage. U&G theory first surfaced in the 

1940s when it was used to analyze the adop-

tion of the radio, the new medium of the 

1920s. Subsequently, it has been used to as-

sess consumer usage of television (including 

cable television), telephones (Noble 1987, 

1989) and more recently, cell phones (Leung 

& Wei, 2000) and the Internet (Eighmey, 

1997; Novak, Hoffman & Yung, 2000; Staf-

ford, Stafford and Schkade, 2004; Ko, Cho & 

Roberts, 2005). The uses and gratifications 

literature as it relates to the Internet aims to 

identify dimensions of consumer uses for the 

Internet. In developed markets, for example, it 

is believed that the time spent on the Internet 

is directly proportional to the amount of online 

purchases (Stafford, Stafford & Schkade 

2004); however, this assumption may be dif-

ferent for consumers from emerging markets, 

particularly when a basic distrust of online 

security may limit online purchases in these 

markets. While online consumers in develop-

ing markets may spend comparable periods of 

time on the Internet, the uses and gratifica-

tions that developing market consumers derive 

from the Internet may be different from those 

derived by their counterparts in developed 

markets. Stafford et al. found that online users 

in developed markets derive three main uses 

and gratifications from Internet usage: process 

gratification, content gratifications and social 

gratifications. With regards to social gratifica-

tions, consumers appear to enjoy the social 

aspects of Internet usage and Stafford et al. 

claim that these extend beyond email and 

LISTSERV operations. They found that chat-

ting and online interaction were key gratifica-

tions that arose from Internet usage. In addi-

tion, Stafford et al. (2004) offered recommen-

dations to website owners and ISP providers, 

calling for features that might help to build a 

sense of community among online users. The 

Stafford et al. research, while thorough, was 

focused on online users in developed markets. 

Indeed the rapid growth of online social net-

works such as Facebook are indicative that 

social gratifications are important to online 

users irrespective of their country’s level of 

economic development.  Another example of 

the U&G theory applied to Internet users was 

found in which the focus was on online users 

in developing markets.  Roy (2009) looked at 

the Indian context and found six gratification 

factors associated with Internet use that in-

cluded:  “self development, wide exposure, 

user friendly, relaxation, career opportunities 

and global exchange”.  While different from 

the gratifications that Stafford et al. (2004) 

had found, they can, nevertheless, fit into the 

Stafford et al. (2004) broader schema of con-

tent gratifications (wide exposure and career 

opportunities); process gratifications (user 

friendliness and self-development); and social 
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gratifications (global exchange and relaxa-

tion). Leung and Wei (2000) discovered simi-

lar gratifications factors, such as sociability, 

relaxation and entertainment among cell 

phone users in Hong Kong. Yet another paper 

by Kim and Haridakis (2009) looked at the 

association between sensation-seeking indi-

viduals and their propensity to become heavy 

Internet users. (The focus of Kim and Harida-

kis’ work was an extreme example of heavy 

Internet usage in that they looked specifically 

at Internet addiction.) However, they too hy-

pothesized that high sensation seekers would 

be more prone to heavy Internet usage. This is 

one of the relationships that this current study 

aims to address as well, albeit in the Serbian 

and Ukrainian context. 

Hedonic consumption from the marketing 

literature is also relevant here in that it focuses 

not only on the actual consumption of a good, 

but also on the pleasures that may be derived 

from the product search as well. The sensory 

elements of a product experience are key to 

understanding consumer behavior according 

to Hirschman and Holbrook (1982). Hedonic 

consumption looks beyond the functional as-

pects of product choice decisions and looks to 

other pleasures derived from the search expe-

rience and consumption (Hirschman and 

Holbrook 1982; Holbrook and Hirschman 

(1982). Holbrook and Hirschman (1982) de-

fine hedonic consumption as “those aspects of 

consumer behavior that are associated with the 

multisensory, fantasy and emotive elements of 

(the) product usage experience.” They argue 

that effective marketing strategies cannot ig-

nore these aspects of consumption. Internet 

usage can be viewed through the prism of he-

donic consumption in that some online users 

may surf the Internet with the primary inten-

tion of making purchase decisions (a utilitari-

an/ functional view of the Internet), but others 

may surf the web for the sheer enjoyment that 

they derive from that activity (a hedonic con-

sumption view of the Internet’s use). For ex-

ample, some consumers may search the web 

to book a flight or purchase a vacation, while 

others may engage in regular surfing behavior 

for the pleasure they derive from it – even if 

they do not intend to buy airplane tickets each 

time they are looking at online flight options. 

They may simply enjoy surfing the travel sites 

as they dream of traveling to new places, and 

gather information about new places in the 

hopes that they may someday travel to their 

destination(s) of interest. Marketers must de-

velop a deeper understanding of these motiva-

tions and how they influence product searches 

and consumer purchases in order to devise 

more effective websites. This dovetails with 

the main premise of this paper in which we 

aim to profile Internet users who rely on the 

Internet often as a source of social gratifica-

tion versus those who do so much less fre-

quently. Holbrook and Hirschman (1982) dis-

cussed the “experiential view” of consump-

tion, one that encompasses more than just the 

functional aspects of consumption to include 

other underlying motivations for consumption, 

such as the resulting feelings or fantasies as 

well as the sheer fun of consumption. 

The direct marketing literature was also 

influential in this paper in that the Internet is 

one of the newest and more innovative direct 

marketing vehicles. Prior to the Internet’s in-

troduction and acceptance as a direct response 

vehicle, consumer response cards used to be 

one of the most common forms of marketing 

communication between consumers and man-

ufacturers/service firms. Yet the Internet not 

only provided another more sophisticated di-

rect marketing tool from the marketers’ per-

spective, but it also gave consumers more 

power over what they choose to be exposed to, 

from an advertising and marketing communi-

cation perspective. The Internet has resulted in 

a marked shift in the relative power wielded 

by advertisers and the consuming public.  This 

power shift (or “struggle” from the marketers’ 

perspective) underscores the importance once 

again of understanding the underlying reasons 

for Internet use because only then can market-
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ers begin to devise more meaningful and more 

effective online communications. 

A related stream in the marketing field that 

also formed the basis for this research is seg-

mentation research. Successful market entry is 

often dependent upon effective segmentation 

(Kotler and Keller, 2006, p.116), and it cannot 

be assumed that the same segmentation ap-

proach used in the home market (or a devel-

oped market) should be applied in a new mar-

ket entry, particularly when the new market is 

a developing market. While some segmenta-

tion research has been conducted among In-

ternet users (James et al., 2008; Jayawardhena, 

Wright, Dennis 2007; Assael, 2005) much 

more is needed to understand the underlying 

reasons of Internet usage, and in particular, 

Internet usage in developing markets.  

More recently, the Magazine Publishers of 

America published a document entitled, “En-

gagement: Understanding Consumers’ Rela-

tionships with Media” 

(http://www.magazine.org/advertising/account

ability/Engagement_Study.aspx) in which 

they state that there are seven basic motiva-

tions that drive consumer use of specific me-

dia: emotional response, enjoyment, consumer 

control, involvement, multi-tasking, relevance 

and trust. With the exception of possibly one 

of those (trust), the Internet appears to offer 

most of the elements that consumers seek in a 

medium. 

There is some evidence that men and 

women’s online behavior may differ (Arm-

strong & McAdams, 2009) and as a result, 

gender differences in online behavior were 

also of interest in our study. Moreover, this 

study aims to address the issue of how culture 

can affect web usage behavior. A recent study 

by Gevorgyan and Manucharova (2009) 

looked at a related issue, i.e., how culture in-

fluenced preferences for Web design features 

and Web design behavior. While the Ge-

vorgyan and Manucharova study (2009) fo-

cused on Chinese vis-à-vis American prefer-

ences and behavior, it found that preference 

for culturally-oriented websites was strongest 

for online users with strong ethnic identities. 

Gevorgyan and Manucharova (2009) point out 

that marketers have assumed that culture mat-

ters with regard to online communications, but 

that few have actually tested to see if this is in 

fact true. That was their study’s intent and is 

also our intent in this current study on the 

Eastern European nations of Serbia and 

Ukraine.    

RESEARCH PROPOSITIONS 

The independent variables studied can be 

categorized into three groups. The first group 

consists of variables related to the digital di-

vide concept. The second group relates to In-

ternet usage and shopping. The last group con-

tains Opinion Leadership and two measures of 

Innovativeness, psychographic variables 

linked to Internet usage. 

Research Proposition 1: The evolution of 

Internet usage in developed markets was 

initially characterized by a digital divide 

based on demographic characteristics (e.g. 

Blake et al 2003, Donthu and Garcia 1999, 

Strauss and Frost, 2009, pp. 81-84), In-

deed young (15-35) males often are the fo-

cus of Internet studies, because early in the 

development of the Internet in developed 

markets this was the demographic group 

that represented the dominant early 

adopter/majority groups (Munnukka 

2007).  Whether or not emerging markets 

follow a similar digital divide in their early 

stages of Internet adoption is the question 

to be investigated. Three demographic var-

iables (age, gender and education) that 

were common bases for the digital divide 

in developed markets were selected (see 

Assael 2005). If emerging markets follow 

the pattern of developed markets it would 

be expected that heavy users would be: 

more likely to be male; more likely to be 

younger; and more likely to be better edu-

cated. 
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Research Proposition 2:  Three psycho-

graphic variables that affect internet usage 

and shopping behavior were included to 

determine if they were also related to the 

use of the internet for social gratification. 

Attitudes towards computers have been 

shown to influence Internet usage as has 

attitude towards the risk in shopping on 

the Internet (Jarvenpaa and Tractinsky, 

1999). Consumer ethnocentrism (Cui and 

Adams 2002) has been demonstrated to in-

fluence both the language and hence home 

of web sites visited, as well as the amount 

of Internet usage (James et al 2008). Thus 

it is expected that: attitude towards com-

puters would be higher for heavier users; 

heavy users would perceive less risk in In-

ternet shopping; and that high ethnocentric 

consumers in emerging markets might  

have fewer opportunities to buy locally 

and hence use the internet more for social 

gratification with like minded consumers. 

Research Proposition 3: In emerging mar-

kets, Opinion Leaders and Innovators are 

likely to be heavy Internet users and hence 

heavy social gratification users. Kim and 

Haridakis (2009) suggest that Internet In-

novators are motivated by sensation seek-

ing. Thus innovativeness was measured 

both in terms of cognitive innovativeness 

and sensory innovativeness. While both 

should be linked to high social gratifica-

tion users, the split might reveal differ-

ences across samples (James et al. 2008). 

It is thus expected that opinion leaders will 

be heavy social gratification users and 

those high on innovativeness- both sensory 

and cognitive- will be heavy social gratifi-

cation users.  

METHODOLOGY 

Sample 

Serbia and Ukraine were the markets of in-

terest in this study. While both countries are 

Eastern European and each of these countries 

shared some post-World War II similarities, 

they, however evolved from two very different 

historical models. Serbia was a part of the So-

cialist Federal Republic of Yugoslavia, 

whereas Ukraine was part of the former 

U.S.S.R. The infrastructure in Serbia and 

Ukraine also differs markedly.  The NATO 

embargo and military campaign in the 1990s 

Serbia’s infrastructure in shambles. Ukrainian 

infrastructure, on the other hand, is still strug-

gling from the ill-effects of Soviet dominance. 

While an earlier study (Lynch and Beck, 

2001) found few differences in Internet usage 

behavior among Eastern Europeans, the cur-

rent authors seek to explore the implied ho-

mogenous behavior in the region, particularly 

in light of the differences in each country’s 

historical development.  If differences in In-

ternet usage behavior exist among individual 

countries within a region, then marketers need 

to question the applicability of pan-regional 

marketing strategies, often undertaken in de-

veloping countries. Implementation may be 

based on sound marketing rationales, yet all 

too often, pan-regional approaches are used 

when knowledge about nuances in behavior 

within the region is lacking. The selection of 

the two countries of interest in this study, Ser-

bia and Ukraine, seeks to address this often 

overlooked issue. The most recent data from 

the CIA web site (www.cia.gov) estimates In-

ternet usage in Ukraine and Serbia are esti-

mated to be about 12% and 16% respectively. 

However, the online populations in each of 

these markets is growing rapidly, thus under-

scoring the need for marketers to better com-

prehend how the Internet is being used in the-

se low penetration/ high growth markets to aid 

in devising effective marketing strategies. 

Anecdotal evidence indicates that Internet us-

ers in both of these countries are predominant-

ly urban and the World Factbook 

(www.cia.gov) indicates that both countries 

have large urban populations (Ukraine 68% 

urban and  Serbia 52% urban). Thus the sam-

ples were gathered in each country’s primary 
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urban area: Kiev and Belgrade. Since the In-

ternet is in the early stages of adoption in the-

se countries the sampling techniques chosen 

were designed to be as representative as pos-

sible of Internet users rather than the popula-

tion in general. In the Ukraine sample, collec-

tion took place in computer clubs (where you 

can play computer games, work with docu-

ments and print them). Two survey gatherers 

were assigned to each of the city’s 10 districts 

and independently surveyed 10 people at two 

different locations. Every third person was 

surveyed with the exception that if the per-

centage of women participating fell below 

40%, the data collector would wait until the 

next possible participant was female. A total 

of 400 surveys were collected in Kiev, with 

233 of the computer users also being Internet 

users. Eight data collectors interviewed Serbs 

in Belgrade: (seven achieved 50 complete in-

terviews, while one was only able to complete 

48 interviews). Interviews were conducted at 

many central city locations including: Internet 

cafés; university computer labs; computer 

game places; and retail stores/ company 

workplaces. In Belgrade the sample of 398 

computer users included 345 who were also 

Internet users. In both situations the data was 

gathered in locations that would be frequented 

by Internet users. Frequencies of the demo-

graphic composition of the samples (gender, 

age and education) are presented in Tables 1 

through 3. Table 1 presents the sample distri-

butions by gender: 

 
TABLE 1: Respondent Gender by Country 

 Serbia Ukraine Total 

Male 208 208 416 
Female 189 188 377 

 

The distribution by gender is similar in both countries and the numbers of females is al-
most the same as the number of males (this was an objective in the sample design). 

Table 2 presents the sample distributions by age. 
 
 

TABLE 2: Respondent Age by Country 

 Serbia Ukraine Total 

Under 20 83 70 153 
20-29 208 130 338 
30-39 36 63 99 
40-49 35 57 92 
50-59 34 55 89 
60+ 2 21 23 

 
TABLE 3: Respondent Highest Level of Education by Country 

 Serbia Ukraine Total 

Elementary School 13 9 22 
Secondary School 60 50 110 
Trade or Vocational School 61 79 140 
Some University 193 95 288 
University Graduate 67 163 230 
Graduate/Professional School 4 0 4 
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The Serbian sample is younger than the 

Ukrainian sample. Statistics from the World 

Factbook (www.cia.gov) indicate that the me-

dian age in Serbia is 41.3 (39.6 for males ver-

sus 43.1 for females) while the median age in 

Ukraine is 39.9 (36.7 for males versus 43.1 for 

females). This sample difference may reflect 

differing rates of Internet adoption by age. In-

deed in developed economies Internet adop-

tion was originally primarily young and 

male.Table 3 presents the sample distributions 

by education: 
The education distributions reflect the pre-

vious age data. The Serbian modal group is 

some university while the Ukrainian modal 

group is university graduate. Thus the Ukrain-

ian sample overall has more formal education 

than the Serbian sample. 

ANALYTICAL APPROACH 

The analytical approach was binary lo-

gistic regression. The dependent variable con-

sisted of two groups. These two groups were 

approximately the top and bottom thirds based 

on the percentage of time spent on the Internet 

in social gratification activities.  Social gratifi-

cation activities were defined as the percent-

age of the time that they spent on the Internet 

communicating with others (e.g. emailing, in-

stant messaging, chatting in chat rooms, and 

posting and/or reading digital bulletin boards). 

The heavy social gratification users (34.4% of 

sample) spent at least 40% of their Internet 

time engaging in social gratification activities. 

Light social gratification users (35.1% of 

sample) spent 10% or less of their Internet 

time engaging in social gratification activities.  

The independent variables consisted of 

three types: demographic variables, psycho-

graphic variables and interaction terms. The 

demographic variables were gender, age, 

number of hours spent on the Internet in a typ-

ical week, and education. The psychographic 

variables were: cognitive innovativeness (al-

pha = 0.74; Venkatraman and Price, 1990), 

sensory innovativeness (alpha = 0.70; Venka-

traman and Price, 1990), opinion leadership 

(alpha = 0.84; Childers 1986 modification of 

King and Summers 1970), consumer ethno-

centrism (alpha = 0.83; Cui and Adams, 

2002), attitudes towards computers (alpha = 

0.75; Jarvenpaa and Tractinsky, 1999), and 

attitudes towards web shopping risk (alpha = 

0.72; Jarvenpaa and Tractinsky, 1999). In or-

der to test for intercept differences country 

(Serbia = 0, Ukraine = 1) was included as an 

independent variable. In order to test for slope 

differences interactions of country and each of 

the demographic and psychographic variables 

were included as independent variables.  By 

building in interaction terms allows for testing 

of country differences in intercepts and slope 

coefficients (i.e. Chow tests). 

RESULTS 

Table 4 presents the significant and mar-

ginally significant independent variables in the 

binary logistic regression. Tables 5 and 6 as-

sess how well the regression equation per-

forms. In particular, the classification results 

for both the analysis and holdout samples are 

assessed using the Q statistic from Press 

(1972). The largest group criterion, the most 

conservative criterion was used. Interpreting 

the results from Table 4 leads to the following 

conclusions with respect to the research prop-

ositions: 

Research Proposition 1 Results: 

 Females are more likely than males to be 

light social gratification users of the Inter-

net. While this finding is in line with ex-

pectations it does differ from a previous 

study in which women’s web-searching 

behavior was found to be more hedonic-

oriented (Lai, Wu and Lin, 2009). It is im-

portant to note that respondents in the 

former study were from Taiwan, while this 

research was done among Serbian and 

Ukrainian women. The opposing findings 
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suggest that broad-stroke conclusions 

about women’s Internet behavior should 

not be made, since online behavior may 

vary across markets/cultures, or at the very 

least, across regions. 

 Those with some university education and 

those with a trade school/vocational school 

education are more likely to be light social 

gratification users of the Internet. This re-

sult is in line with the research proposition 

that those with higher education are more 

likely to be heavier social gratification us-

ers. 

 While age category is marginally signifi-

cant none of the categories is significant 

thus the impact, if any, of age category is 

at best unclear 

Research Proposition 2 Results: 

 Consumer ethnocentrism is positively re-

lated to social gratification use of the In-

ternet for the Serbian sample but inversely 

related for the Ukrainian sample.  The re-

sults for the Serbian sample are in line 

with expectations but those for the Ukrain-

ian sample are the opposite of expecta-

tions.  

 Attitude towards computers is inversely 

related to social gratification use of the In-

ternet which is contrary to expectations. 

 Attitudes towards risk in Internet shopping 

was not significant which also was not ex-

pected. 

Research Proposition 3 Results: 

 Opinion Leadership was not related to 

amount of social gratification Internet use. 

This was not expected. 

 Cognitive innovativeness is inversely re-

lated to social gratification use of the In-

ternet for Ukrainians. This result is incon-

sistent with our expectations. The Serbian 

sample showed no relationship with Cog-

nitive Innovativeness, also not in line with 

expectations.  

 Sensory innovativeness is inversely related 

to social gratification use of the Internet 

for the Serbian sample but positively relat-

ed for the Ukrainian sample. The result for 

the Serbian sample is not in line with ex-

pectations while the Ukrainian results are 

in line with expectations. 

 An interesting finding is that for the 

Ukrainian sample Sensory Innovativeness 

drives the social gratification use of the In-

ternet while Cognitive Innovativeness re-

duces the social gratification use of the In-

ternet. The lack of results for Opinion 

Leadership perhaps relates to the use of 

the Internet but not to specific uses. 

CONCLUSIONS AND IMPLICATIONS 

The results suggest that there are sufficient 

differences across demographic and psycho-

graphic variables that marketers must careful-

ly design their marketing strategies to fit the 

behavior of their target markets. Men, for ex-

ample, are more apt to spend their Internet 

time involved in social gratification activities 

while surfing the Internet; whereas women are 

not. While initially, this could be interpreted 

as implying that online marketing communica-

tions for men and women should be different, 

tailoring to each demographic group’s needs; 

it might also imply that online communica-

tions should be direct and informative, thereby 

effectively reaching women who use the In-

ternet for information-  rather than for social 

gratification-purposes. But, the direct online 

communications may also be effective in 

reaching men, because by the time they are 

finished using the Internet for social gratifica-

tion, they may be looking for clear, direct, and 

informative websites. Nevertheless, Internet 

usage differences between men and women 

suggest that marketers may need to, at the 

very least, consider what the implications 

might be for their website development and 

online communications.  
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TABLE 4: Significant and Marginally Significant Logistic Results 

Independent Variables B Significance Level Exp(B) 

Gender -1.441 .001 0.237 

Sensory Innovativeness -0.092 .016 0.912 

Consumer Ethnocentrism 0.126 .020 1.134 

Attitude towards Computers -0.152 .059 0.859 

Cognitive Innovativeness & Ukrainian -0.147 .060 0.863 
Sensory Innovativeness & Ukrainian 0.103 .074 1.109 
Consumer Ethnocentrism & Ukrainian -0.207 .004 0.813 
Age Categories  .080  
Education Categories  .037  
Trade/Vocational School -1.837 .019 0.159 
Some University -1.319 .055 0.267 

 
 

Table 5 

Model Fit Measures 
Chi –Square = 78.628, df= 33, p < .001 
-2 Log Likelihood = 321.925 
Cox & Snell R Square = .238 
Nagelkerke R Square = .318 

 
 

Table 6 

Classification Rates for Analysis and Holdout Samples 
 
Analysis Sample: 
208 cases correctly predicted (72%) 
81 cases incorrectly predicted (28%) 
Press’ Q Statistic = 51.51, df =1, p < .001 

 
Holdout Sample: 
47 cases correctly predicted (63.5%) 
27 cases incorrectly predicted (36.5%) 
Press’ Q Statistic = 5.41, df =1, p < .05 

 
 

Similarly, psychographic variables also 

identified some differences between Ukraini-

ans and the Serbs. Ukrainians who scored high 

on sensory innovativeness (those who seek 

new experiences to stimulate the senses) were 

more apt to use the Internet for social gratifi-

cation, yet when Ukrainians sought new expe-

riences to stimulate the mind (cognitive inno-

vativeness), they were not as prone to seeking 

social gratification from the use of the Inter-

net. For Serbians, on the other hand, cognitive 

innovativeness was not related to seeking so-

cial gratification from use of the Internet.     

LIMITATIONS 

This study was the first to investigate the 

underlying reasons for Internet usage in Cen-

tral European markets, especially in ones 

where Internet penetration – compared to oth-
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er European markets – is relatively low, but 

growing. This study was conducted in two 

emerging markets: Serbia and Ukraine, and as 

a result, the generalizability to other emerging 

markets may be limited. Furthermore, the re-

spondents were pooled from the capital cities 

in each of these markets since this is where the 

largest concentration of Internet users are 

found, yet this again may limit the generaliza-

bility of the findings, particularly if Internet 

usage behavior elsewhere in the country dif-

fers markedly from that in the capital cities. 

However, this is an opportune time for mar-

keters to gain a better understanding of the 

behavior of online consumers in markets such 

as these. Understanding online consumer be-

havior in emerging markets may be the key 

competitive tool that will enable some firms to 

develop successful marketing strategies in 

emerging markets.  .  
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BOOK REVIEW 
 

 

 

 

Ted London and Stuart L. Hart. ( 2011). Next 

generation business strategies for the base of 

the pyramid: New approaches for building 

value. Pearson Education Inc., publishing as 

FT Press, New Jersey, 249 pages.( ISBN 0-13-

704789-4) 

 

 

Emerging markets continue to attract sig-

nificant interest of the marketers and academi-

cians frequently write about the extraordinary 

market potentials of these enormous markets 

offer. However, Ted London and Stuart L. 

Hart’s recent insightful co-edited book, Next 

Generation Business Strategies for the Base of 

the Pyramid book, offer clarifications on 

many potential misconceptions about these 

markets (specifically for BoP markets) and 

explore the successful business strategies re-

quired for these markets. This book consists of 

a collection of essays written by different au-

thors and sometimes becomes difficult to read. 

However, it is an eye-opener in terms of gain-

ing insightful information about uniqueness of 

these markets and the challenges ahead of the 

marketers who plan to operate in these mar-

kets. 

In the introduction section, authors set the 

tone for the book by focusing on the im-

portance of their core message about BoP 

markets: rather than looking to find a fortune 

in these markets, marketers should be focused 

on “creating a fortune with the BoP. They 

make strong arguments about the opportuni-

ties and challenges in these markets and offer 

different premise for those companies, non-

profits, social entrepreneurs, and development 

agencies to serve the BoP. They explain the 

key characteristics of BoP markets and pas-

sionately argue that the next generation of 

business strategies in these markets should 

mainly focus on “co-creation of fortune” ra-

ther than seeing them as billions of consum-

ers.  Accordingly, the book is organized into 

three sections: Roadmaps for Success, Strate-

gic Opportunities, and Effective Implementa-

tion. 

Roadmaps for Success (Part One) consist 

of two chapters about building better ventures 

and the “patient capital” approach.  They ar-

gue that BoP businesses (ventures) should see 

them as co-creators of wealth.  To do so, they 

must embrace and demonstrate the “enhanced 

mutual value.” Economically viable enterpris-

es will be the ones who explore strategies to 

enhance consumer demand, reduce costs, and 

facilitate the development of public good. At 

the same time, they need to be patient by hav-

ing a very long term horizon for success. This 

requires collaboration by business and donor 

community. Finally, they argue that these ven-

tures should have a longer time horizon for 

success, willing to forego maximum financial 

returns in exchange for social impact, radical-

ly reducing costs, and have greater tolerance 

for risk.  These criteria sound like very diffi-

cult to accept but they become very reasonable 

when evaluated in light of the size of the fu-

ture potential returns. 

Strategic opportunities (Part Two) consists 

of two chapters about taking the green leap 

and to stay on track while building markets 
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with the BoP. I think the Chapter 3 is the most 

interesting chapter in this book.  The authors 

argue that the traditional approach of “no re-

gard” to environment in BoP markets should 

be replaced with small scale, “small footprint” 

products and services. They provide a contrast 

between Green Giant (large-scale, policy 

change, big footprint, capital intensive) and 

Green Sprout (small-scale, labor intensive, 

localized, self-organizing) approaches for 

green technology. They argue that before a 

critical mass is created, it is necessary to start 

focusing on incubating sustainable technology 

in these markets. Once these processes and 

technologies are developed, then they can be 

leapfrogged into other markets. A number of 

examples (such as LifeSprings, Ecotact, WHI, 

D. Light) are provided throughout the book. 

Finally, Effective Implementation (Part 

Three) consists of three chapters that mainly 

focus on presentation of operational challeng-

es for business in BoP markets. Chapter 5 ex-

plains the characteristics of consumers and 

market in a very realistic way.  A market is 

made up with large number of consumers with 

low income, low literacy, and intensely char-

acterized with human relationships, aspiring to 

a better life. Studies show that in a market 

characterized by such minimal resources, both 

buyers and sellers place significant emphasis 

on relationships.  Authors state that these re-

quire localization, concentration, and sociali-

zation. They believe that BoP ventures be-

come successful when local players are col-

laborate as financial and technological net-

works and benefit from the management ex-

pertise of global players.  

In summary, I certainly recommend this 

extraordinary book to anyone who is interest-

ed in learning more about the challenges and 

opportunities faced by the low-income mar-

kets around the world. This book combines 

the wealth of experiences authors had along 

with the in-depth understanding of economics 

and business. The authors not only view the 

world’s poor as billions more consumers but 

also evaluate them as talented social entrepre-

neurs, significantly different from what we are 

used to in the Western countries. For practi-

tioners, this book may help develop sensitivity 

to the potential challenges and opportunities 

BoP offers and specific steps for successful 

operations in these immensely large markets. 

 

Ali Kara 

Pennsylvania State University-York Campus 
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