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Using the structure—conduct-performance paradigm along
with Porter’s international factor conditions, the authors pro-
pose and empirically test a conceptual framework to explain
the antecedents and consequences of a firm’s brand-name
standardization/adaptation strategy. Survey research and
structural equation modeling results show that firms adapt
(vary) their brand names when market structure factors mea-
sured by competitive, buyer, and distribution intensity in-
crease. Furthermore, the authors find that the more
standardized the brand name worldwide, the higher are the
firm’s cost savings and the higher is the product’s sales volume
as perceived by marketing executives.

The issue of standardization versus adaptation in marketing
activities has been prominent in the international literature
since the publication of Levitt’s (1983) article on the global-
ization of markets. Levitt proposes that the global corpora-
tion can serve the world more economically through
large-scale production if it views the world as a small num-
ber of standardized markets rather than a large number of
customized markets. Winram (1984) suggests that successful
marketers are those that treat market segments as global enti-
ties, not local ones. Winram claims that cultural convergence
will proceed at an accelerated rate, because the development
of television satellites and increased cable penetration will
enable viewers access to multiple international perspectives
and cultures.

Contrary to this view, Wind (1986) argues that no powerful
empirical evidence exists to show that the world is becoming
more homogeneous or consumers universally more price
conscious. He offers examples of global products that are
fairly expensive and questions the desirability of focusing on
a low-price strategy, because customers who base their pur-
chases on price tend to be brand switchers, ever seeking
lower-priced brands. Brands targeting multiple market seg-
ments may increase revenue by adapting to the specific
needs of each segment while maintaining or increasing price.
This debate on standardization/adaptation has triggered sev-
eral recent marketing studies (Aaker 1991; Barwise and



Robertson 1992; Chan 1990; Jain 1989; Onkvisit and Shaw
1989; Roth 1995; Samiee and Roth 1992; Szymanski, Bharad-
waj, and Varadarajan 1993; Wills, Samli, and Jacobs 1991).
Most recently, Quelch (1999) has claimed that global brands
are more important than ever.

Concurrent with the standardization/adaptation debate, mar-
keters have recognized the importance of branding and brand
names in marketing. A brand name can be a valuable asset to
the firm. It differentiates the firm, signifies the main source of
ownership, communicates consistent quality, helps con-
sumers make rapid purchase decisions, and acts as a sym-
bolic device for consumers’ self-perceptions (de Chernatony
and McWilliam 1989). Dawar and Parker’s (1994) findings
show that consumers rely more heavily on brand-name sig-
nals than on price or physical appearance in judging product
quality. Zaltman and Wallendorf (1979) suggest that the
brand may account for more than 40% of a product’s success
or failure.

Branding has received increased attention over the past
decade as firms seek to establish brand names that will drive
corporate growth. Philip Morris invested more than $18 bil-
lion to acquire General Foods in 1985 and Kraft in 1988, four
times the value of the actual or tangible assets, largely be-
cause of the strength of the firms’ established brand names
(Sandler and Shani 1992). Brand equity was also an impor-
tant factor in Grand Metropolitan’s $5.5 billion purchase of
Pillsbury, Nestlé’s $4.5 billion purchase of Rowntree, and
KKR’s $25.4 billion leveraged buyout of RJR Nabisco
(Maxwell 1989). One reason for such high valuation is that
these brands were judged capable of delivering superior lev-
els of profit over the long run (Arnold 1992). Aaker (1991)
suggests that brand names are one of the most important as-
sets of a firm.

This study combines these two important marketing research
streams by exploring the international strategy issue of
brand-name standardization/adaptation. Specifically, we (1)
propose a conceptual framework incorporating antecedents
and consequences of international brand-name standardiza-
tion/adaptation, (2) develop hypotheses pertaining to the re-
lationships between brand-name standardization/adaptation
and its antecedents and consequences, (3) test these hypothe-
ses empirically using a survey method, and (4) discuss impli-
cations for marketers.

The proposed framework for explaining brand-name stan-
dardization/adaptation is based on the structure—conduct-
performance (SCP) paradigm in the economics literature.
Caves (1972) and Scherer (1980) argue that the performance of
markets depends on the conduct or behavior of firms pertain-
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ing to matters such as product and pricing strategy. Firms’
conduct depends on the structure of the market, which in-
cludes features that characterize the relevant market such as
the number of buyers and sellers and the intensity of distribu-
tion. The SCP model proposes a relationship involving a
causal flow from market structure to conduct to performance.

As Lusch and Laczniak (1989) point out, the SCP paradigm is
well developed in the industrial economics literature but has
received relatively little attention in marketing. Lusch and
Laczniak use the SCP model to explain how market structure
influences firms’ marketing strategies. Their findings show
that market structure affects firms’ nonprice strategies medi-
ated by the competitive rivalry of the market. However, their
findings indicate no significant effect of nonprice strategy on
business performance. Lusch and Laczniak (1989, p. 292)
propose that “over the long pull, the best thought-out plans
and strategies may be destroyed by supposedly random
events.” Lusch and Laczniak conclude that continued empir-
ical work is needed in this area, especially in expanding the
set of environmental factors.

Porter (1990) augments the SCP model by adding an interna-
tional component. He argues that firms’ conduct is also influ-
enced by factor conditions such as the level of education,
technology, and the economy of a country. Porter proposes
that corporate global strategies can make use of these factor
conditions to increase performance.

We propose the revised SCP model as a framework to describe
the antecedents and consequences of brand-name standard-
ization/adaptation strategy. As shown in Figure 1, the an-
tecedent factors of market structure and factor conditions
affect brand-name strategy, which in turn has consequences
for corporate performance. In the model, market structure
characteristics defined by Caves (1972) and Scherer (1980) are

Figure 1.
Antecedents and Environmental
Consequences of Factors
Brand-Name Strategy

Structure Conduct Perlormance
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represented by market structure. Factor conditions defined by
Porter (1990) are represented by environmental factors. Con-
duct is represented by the focal theme of interest, brand-name
strategy. And performance is represented by sales volume and
cost savings, which are discussed subsequently. The follow-
ing sections summarize the antecedents and consequences of
brand-name standardization/adaptation strategy.

Environmental factors are external conditions beyond the con-
trol of the firm. They include social, economic, and political
factors, which are dynamic, interactive, and culturally contin-
gent and often affect marketing strategy. Previous marketing
research suggests that at least five environmental factors may
influence brand-name standardization/adaptation strategy: re-
ligion, language, education, technology, and the economy.

Religion. Many international blunders are the result of reli-
gious insensitivity (Wind 1986). Religion can make certain
items in a society taboo. Products with names that buyers be-
lieve connote these taboos may be unacceptable, and sales
may lag. For example, in many Islamic countries, alcohol is
forbidden. Selling food with the Budweiser name, even
though the food contains no alcohol, may be unacceptable
when a firm targets a devout population in these countries.
Another example is Nike, who in ancient Greece was the god-
dess of victory. In Saudi Arabia, any reference to a god other
than in a religious context is frowned on. Consequently, some
Saudi Arabian consumers have boycotted Nike products.

Language. The number of different languages a firm encoun-
ters when internationalizing a brand name may influence the
degree of variation. One aspect of language is pronunciation.
Brand names that are hard to pronounce are hard to remember.
If buyers have difficulty pronouncing the product name, they
may be less likely to ask for the product by name, less likely to
discuss the product with others, and less likely to purchase
the product. In Chile, people had trouble pronouncing
“Schweppes ginger ale,” which forced the company to initiate
an advertising campaign to teach consumers how to say it (Hill
and Still 1984a). Korea’s Hyundai had difficulty teaching U.S.
consumers to pronounce its name correctly (Marconi 1993).

Ancther aspect of language has to do with meaning or trans-
lation. Attempting to obtain the same meaning, Hunt-Wesson
originally translated its “Big John” brand into the French
Canadian “Gros Jos,” a French colloquial expression mean-
ing “woman with large breasts” (Ricks 1983). Pillsbury'’s Jolly
Green Giant was originally translated literally as “intimidat-
ing green ogre” in Saudi Arabia (Hill and Still 1984a).

The phonetic sound of a brand may cause difficulties also.
Goodyear’s Servitekar tire stores, when pronounced in Japan-
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ese, means “rusty car” (BusinessWeek 1988). Unilever dis-
covered that its Le Sancy soap sounds phonetically like
“death to you” in certain Asian local dialects (Macrae 1991).
In Asian-Pacific markets, a choice is sometimes made be-
tween the sound and the meaning of a brand name transla-
tion to avoid misinterpretation or a negative connotation or
to gain a desirable “lucky” name (Schmitt and Pan 1994).

If a firm decides to market in host countries that speak the
same language as that of the home country where the brand
name originated, chances are the brand name will have the
same meaning in these countries and will be comprehended
in a similar way. However, if internationalization includes
entry into countries with different languages, there is a
greater chance that the brand name may mean or connote
something different in these other languages, and this likeli-
hood increases as the number of languages increases.

Education. The inability to read may affect brand-name com-
prehension and retention. Illiteracy can reduce the visual
recognition and comprehension of the brand name, which
may affect attitude toward the brand. Because of consumer il-
literacy, many advertising messages have been ineffective
(Killough 1978), and this, in turn, causes branding problems.

The Economy. Jain (1989) suggests that standardization is
more practical in markets that are economically alike. For ex-
ample, Michell (1979), studying the effects of differences in
economic development between home and host countries,
finds that exports of British products have higher standard-
ization in developed countries and higher variation in less
developed countries. Boddewyn's (1981) results indicate that
large income differences among European consumers dis-
courage standardization. The economic level of a country
may limit the market segments that can afford a given brand.
Poor economic means may prevent people in many countries
from buying some brands. Firms that market in developing
countries may develop cheaper, lower-quality products that
the local consumers can better afford. In these cases, firms
may choose not to put their high-quality brand name on their
lower-quality line.

Technology. Cross-national technological differences can be
vast. But Sandler and Shani (1992) suggest that the increas-
ing availability of technology will result in more homoge-
neous countries, which will lead to more standardization.
For example, similar availability of communication media in
both home and host countries will help communicate stan-
dardized brand names. Television availability is a critical el-
ement in the communication media when standardization of
brand names is considered. Television enables consumers to
both see and hear the brand name, which makes it easier for
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them to remember and pronounce standardized brand
names. For example, Renault launched a television commer-
cial in the United States to teach people how to pronounce
and recognize its standardized brand name. In countries
where televisions are less available, fewer people have the
benefit of both seeing and hearing the brand name. Therefore,
firms with brand names that are difficult to pronounce or
read may consider adapting their brand names, especially
when the availability of television commercials is limited.

On the basis of this discussion of environmental factors, we
propose that

H;: The greater the differences between home and host
country environmental factors, the less standard-
ized is the brand name.

Scherer (1980) and Porter (1979, 1980a, b) argue that market
structure influences firm conduct. The authors propose that
market structure includes the intensity of sellers (competi-
tion), buyers, and distribution channels.

Intensity of Competition. When firms in a market are numer-
ous, they are prone to fight one another and frequently change
their strategies in an attempt to gain market share. When the
market is highly concentrated and dominated by a few firms,
the leader or leaders can impose discipline on the market
through a consistent, long-term strategy (Porter 1980a).

In many markets, international firms should consider host
country firms when shaping an international strategy. Inter-
national firms may face some disadvantages in host countries
when local firms are well suited to perceive and adapt to the
various needs of the local market. The pressure to adapt to lo-
cal needs can depend on the intensity of local competition. If
the intensity is high, international firms will develop com-
petitive strategies to meet the challenges of local markets.

Boddewyn, Soehl, and Picard (1986) report that firms perceive
competition as the most important obstacle in standardizing
the marketing mix. Similarly, Cavusgil, Zou, and Naidu (1993)
find that the most important consideration in a packaging/la-
beling adaptation decision is the intensity of competition in
the overseas market. In the absence of competition in an over-
seas market, a firm may standardize its marketing mix. How-
ever, the presence of competition may necessitate adaptation
for a firm to gain an advantage over competitors by providing a
brand that more closely matches local demand (Jain 1989).

Intensity of Buyers. This concept refers to the number of buy-

ers in a market. Scherer (1980) and Porter (1979) suggest that
the intensity of buyers affects the conduct of firms. Consumer
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uences of
Brand-Name Strategy

markets are usually characterized by larger numbers of buy-
ers than are industrial markets (Kotler 1997). Several re-
searchers argue that industrial markets are more suitable for
standardization than consumer markets. because industrial
markets typically have a small number of buyers whose
needs do not vary as greatly from one country to another
(Boddewyn, Soehl, and Picard 1986; Cavusgil, Zou, and
Naidu 1993; Jain 1989). In contrast, consumer markets typi-
cally have larger numbers of buyers, which may mean more
segments with a variety of needs than in industrial markets.
In the face of such heterogeneity, brand image customization
may be appropriate (Roth 1995). Global firms in consumer
markets may be able and willing to provide host markets
with a wide range of choices to satisfy the needs of several
segments. However, such firms may try to avoid having the
same brand name across the different choices, because such a
strategy may negatively affect the firm’s or product’s image.
Therefore, when the intensity of buyers is high, the tendency
is toward less standardization.

Intensity of Distribution. This refers to the number and differ-
ent levels of distribution channels for a product in a market.
Some markets are characterized by complicated channels of
distribution (e.g., the food industry); others are characterized
by selective channels of distribution (e.g., automobiles).
Products that are intensively distributed usually are aimed at
more market segments than are those that are exclusively dis-
tributed. Convenience products are more often intensively
distributed than, say, specialty goods. Still and Hill’s (1984)
findings indicate that in developing countries, cosmetics and
pharmaceuticals are distributed more exclusively than food
and drink products and their brand names tend to be less
modified. The more intense (i.e., widespread) the distribu-
tion, the less homogeneous the market segments are across
countries and the less standardized the brand name is.

This discussion indicates that intensity of market structure
factors affects brand-name standardization/adaptation. Com-
plexity stemming from multiple competitors, consumers, and
channels strengthens the argument for brand adaptation.
Therefore, we hypothesize that

H,: The greater the intensity of market structure factors,
the less standardized is the brand name.

It is important to study the impact of brand-name strategy
(conduct) on brand performance. A concern for financial per-
formance has led researchers to stress one marketing decision
area over another for standardization/adaptation (Jain 1989).
To date, there is limited empirical evidence about the rela-
tionship between standardization/adaptation and firm perfor-
mance. Lusch and Laczniak’s (1989) results indicate that
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executives project no significant linkages between nonprice
marketing strategy and firm performance. Most arguments re-
garding the economic payoff of standardization center on cost
savings. Although cost savings are important, they are only
one part of the profit maximization picture. As with home
country operations, firms pursue international opportunities
to make a profit. Firms can maximize profits not only by de-
creasing total costs but also by increasing total revenue.

Cost Savings. Several researchers argue that standardization
of marketing activities is often a question of economic effi-
ciencies. Producing a standard product targeted for several
international markets can result in cost savings through
economies of scale. As more product modifications are
needed to meet the imperfections of local markets, produc-
tion costs rise (Buzzell 1968; Keegan, Still, and Hill 1987;
Levitt 1983; Sandler and Shani 1992; Szymanski, Bharadwaj,
and Varadarajan 1993). As an example, Pepsi estimates that
global standardization saves the corporation more than $8
million a year in production expenses (Keegan, Still, and Hill
1987). Buzzell (1968) argues that even if cost savings from
standardization are attained at the expense of lower sales in
some markets, the net effect on profits may be positive.
Onkvisit and Shaw (1989) conclude that standardized brands
offer more market efficiency by reducing advertising and in-
ventory costs.

Brand-name standardization can mean economies of scale
that translate into cost savings in areas such as promotion,
distribution, and packaging, whereas brand-name adaptation
will result in less cost savings in these areas. Therefore, the
following hypothesis is proposed:

Has: The less standardized the brand name, the less are
the cost savings of the brand.

Sales Volume. The issue of whether variations in marketing
activities will result in an increase (or decrease) in interna-
tional sales volume is more difficult to explain than the effect
of adaptation on cost savings. There are two contradictory
viewpoints regarding the relationship between sales volume
and brand-name strategy. The first viewpoint argues that be-
cause of competition and buyer attitudes in host countries,
standardized brands may be viewed more negatively than
adapted brands, which may result in purchasing behavior
that decreases market share, total revenue, and overall prof-
itability of the standardized brand. The second viewpoint
contends that total revenue (brand sales) can increase under
brand-name standardization because local customers may
have a more positive attitude toward the global foreign brand
and international travelers may recognize the brand and buy
the product (O’Shaughnessy 1987). To resolve the contro-
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METHOD
Instrument Development

Figure 2.
The LISREL Model

versy regarding the effect of brand-name strategy on brand
sales, we test the following hypothesis:

H,: The less standardized the brand name, the greater
is the sales volume for the brand.

Multiple items were developed for each construct in the
model. Prior literature in marketing and organizational man-
agement formed the basis for these measures. Scales from
previous research or modified versions of these scales were
employed in the survey.

Evaluations of the constructs were made in terms of one
product marketed internationally. Respondents were asked
to focus on one product in their company that is marketed in-
ternationally to answer the questionnaire. This approach has
been applied by Akaah (1991).

We conducted a pretest of the instrument by sending a ques-
tionnaire to 16 U.S. companies, using Ward'’s Business Direc-
tory of U.S. Private and Public Companies, The Directory of
Multinationals, and Companies and Their Brands (Gale Re-
search 1994a, b, c). We received six completed responses
from these companies. On the basis of these responses, we re-
vised the final questionnaire.

All measures used in this study are shown in Figure 2 (and in-
cluded in the survey questionnaire shown in the Appendix).

Measures of Brand-Name Standardization/Adaptation. Sev-
eral researchers suggest that standardization versus adapta-
tion may be considered a continuum, in which a company’s
marketing activities fall between the two extremes (Daniels
1987; Jain 1989). Rosen, Boddewyn, and Louis (1989) criti-
cize previous research in brand standardization, because
most international survey research has left it to the respon-
dent to define standardization or adaptation. For example,
previous empirical studies of corporate standardization prac-
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tice have focused on asking executives if their firms generally
made changes in branding.

To achieve a better definition, we developed three measures
representing the standardization/adaptation continuum.
These measures focus on the number of brand name varia-
tions a firm uses throughout the world. A completely stan-
dardized brand has one name that is used in all countries and
therefore has one variation. An adapted brand name may
have a few or many variations throughout the world.

The measures are an expansion of those used by Akaah
(1991), Cavusgil and Zou (1994), Cavusgil, Zou, and Naidu
(1993), Ozsomer, Bodur, and Cavusgil (1991), Rosen, Bod-
dewyn, and Louis (1989), and Sorenson and Wiechmann
(1975). These measures are as follows:

1. The number of different brand names (or brand-name varia-
tions) across international markets that was used for the se-
lected product (Y1). Respondents were asked to indicate
whether the number of different brand names was 1, 2, 3, 4,
or 5 or more (the greater the number, the less standardized
was the brand name). Approximately 60.9% of the respon-
dents indicated that their firms used only one brand name
for the focal product across markets. Conversely, approxi-
mately 39.1% of respondents indicated that their compa-
nies used more than one brand name (or brand-name
variation) when the product was marketed across countries.

2. Respondents were asked to list the brand names their firms
used in each country (if applicable) where the product had
the highest sales volume in each of seven major regions of
the world (Y2). These regions were defined as Africa, Asia,
Europe, Far East and Pacific Rim, Middle East, North Amer-
ica, and South America. The number of different brand
names listed was summed (the greater the number, the less
standardized was the brand name). For example, if a re-
spondent listed the same brand name for the product sold in
Egypt, France, and Brazil (the countries with the highest
sales of the product in Africa, Europe, and South America,
respectively), 1 was coded. If two of the three brand names
were the same but the third one was different, 2 was coded.
If all three brand names listed were different, 3 was coded.

3. Respondents were asked to select one of four categories that
best represented their company’s international branding
strategy for the chosen product (Y3). The categories iden-
tify four degrees of variation (1 = “use same name in all
markets”; 2 = “use variations of the same name, e.g., trans-
lation of the brand into local language, across markets”; 3 =
“use a completely different name in some markets”; 4 =
“use a completely different name in every market”). Thus,
the greater the number, the less standardized was the brand
name, and the more variations there were.
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Environmental Factors. One measure was developed for each
of the five environmental factors of religion, language, educa-
tion, technology, and the economy. Respondents were asked
to list the host country with the highest sales volume for the
focal product in each of seven major regions of the world
(i.e., Africa, Asia, Europe, Far East and Pacific Rim, Middle
East, North America, and South America). The five environ-
mental forces were then measured for each country listed by
the respondents. All the environmental factors were mea-
sured through secondary sources such as European Market-
ing Data and Statistics (Euromonitor 1995) and the United
Nations’ (1994) Statistical Yearbook.

We coded religion (X1) by counting the number of different
religions of the host countries beyond the home country’s re-
ligion. Terpstra and David (1991) indicate that the major reli-
gions of the world include Buddhism, Christianity,
Hinduism, Islam, Judaism, and Shinto. In this research, we
considered these six religions for the analysis. We assigned
one religion to each listed host country on the basis of the re-
ligion of the majority of its people (Euromonitor 1995; United
Nations 1994). We summed the numbers of different reli-
gions of the countries beyond the home country religion. For
example, if a respondent listed Egypt, France, and Brazil as
the countries with the highest sales volume for the product,
then the religion of the majority of people in each country
was Islam, Christianity, and Christianity, respectively. There-
fore, the total number of religions beyond that of the home
country of the United States was one, because the major reli-
gion of the United States is Christianity.

We coded language (X2) by counting the number of different
languages of the host countries listed by the respondent com-
pared with that of the home country. We assigned each listed
host country one language that was spoken by the majority of
its people (Euromonitor 1995; United Nations 1994). We
summed the numbers of languages of the host countries be-
yond the home country. For example, if a respondent listed
Egypt, France, and Brazil as the countries with the highest
sales volume for the focal product, the language of the major-
ity of people in each country is Arabic, French, and Por-
tuguese, respectively. Therefore, the total number of different
languages if the home country was the United States was 3,
because the major language of the United States is English.

Education (X3) was based on the literacy rate in the host
country compared with the rate in the home country (Kil-
lough 1978). Three levels of literacy were used (United Na-
tions 1994): greater than 90%, 70% to 90%, and less than
70%. Using the United States as the home country, the liter-
acy rate was coded 0 if all the countries in which the respon-
dent firm markets had a literacy rate greater than 90%, which
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is the U.S. rate. The literacy rate was coded 1 if at least one
country where the product was marketed had a literacy rate
of 70% to 90% and no other host country marketed to had a
rate less than 70%. The rate was coded 2 if at least one coun-
try had a literacy rate less than 70%. For example, if a re-
spondent listed Egypt, France, and Brazil as the host
countries with the highest sales volume for the product, the
literacy rate for each country was recorded as 51%, 99%, and
78%, respectively. In this case, the extreme country literacy
rate was Egypt and therefore was coded 2.

The economy (X4) was based on the per capita income (PCI)
in the host countries compared with the PCI in the home
country. Three levels of PCI were used (United Nations 1994):
greater than $15,000, $5,000 to $15,000, and less than $5,000.
The United States, with a PCI greater than $15,000, was used
as the home country, so the PCI was coded 0 if all countries in
which the respondent firm marketed had a PCI greater than
$15,000. The PCI was coded 1 if at least one country marketed
in had a PCI of $5,000 to $15,000 and no other host country
marketed in had a PCI less than $5,000. The PCI was coded 2
if at least one country had a PCI less than $5,000. For exam-
ple, if the listed host countries were Egypt, France, and Brazil,
the PCI for each country was recorded as $614, $21,053, and
$2,646, respectively. The PCI value was coded 2, because at
least one country had a PCI less than $5,000.

Technology (X5) was based on the number of available televi-
sions in the host countries compared with the number in the
home country. Television availability was chosen because
television advertising stimulates buyer perceptions that may
affect international branding strategy, as discussed previ-
ously. Three levels of the number of available televisions (per
1000 inhabitants) were used (United Nations 1994): greater
than 600, 200 to 600, and less than 200. The United States,
where the number of televisions per 1000 inhabitants is
greater than 600, was used as the home country, so the num-
ber of available televisions was coded 0 if all countries in
which the respondent firm markets have a number of televi-
sions greater than 600. The number of televisions was coded
1 if at least one country marketed in had 200 to 600 televi-
sions per 1000 inhabitants and no other host country mar-
keted in had a number less than 200. The number of
televisions was coded 2 if at least one country had less than
200 televisions. For example, if the listed host countries were
Egypt, France, and Brazil, the number of available televisions
(per 1000 inhabitants) for each country was 116, 407, and
207, respectively. Here, the extreme country was Egypt.
Therefore, technology was coded 2.

Market Structure Factors. The market structure factors are
those that have an impact on the conduct of a firm’s strategy.

International Brand-Name Standardization/Adaptation

33



Scherer (1980) and Porter (1979, 1980a, b) indicate that the
market structure includes intensity of buyers, sellers, and
distribution channels, as discussed previously.

We measured intensity of buyers (X6) by asking respondents
to indicate whether the focal product was an industrial or
consumer product (Akaah 1991). As discussed previously,
the number of buyers is usually higher in consumer markets
than in industrial markets. An industrial product was coded
0, and a consumer product was coded 1.

We measured intensity of competition (X7) by asking respon-
dents how much competition their product faces in interna-
tional markets. We used a seven-point scale ranging from 1 =
“little competition” to 7 = “intense competition” (Nohria and
Ghoshal 1994).

We measured intensity of distribution (X8) by asking respon-
dents to choose one of five categories that best described the
number of distributors or outlets available for the focal prod-
uct in their typical international market (1 = “one distributor
or outlet for the country,” 2 = “one distributor or outlet per re-
gion within the country,” 3 = “one distributor or outlet per ma-
jor city,” 4 = “two to ten distributors or outlets per city,” 5 =
“more than ten distributors or outlets per city”). The scale of
the measure was similar to the one used by Boulding and
Staelin (1990).

Performance. For brand-name strategy consequences, we mea-
sured performance using respondent perceptions of costs and
sales volume. Lusch and Laczniak (1989) cite advantages and
disadvantages associated with using executive perceptions to
test the SCP model. In particular, Lusch and Laczniak (1989, p.
292) note that “the weight of research supports the relation-
ship between executive perceptions of the strategic situation
and subsequent organizational actions.” Other marketers who
have used executive perceptions in this manner include Buck-
lin and Sengupta (1993), Cavusgil and Zou (1994), Grant
(1987), Powell (1992), and Samiee and Roth (1992).

For cost savings, respondents were asked to indicate the effect
their company’s branding strategy has had on manufacturing
and marketing costs (Sorenson and Wiechmann 1975). The
item included a 7-point scale, where 1 = “greatly lowered
costs” and 7 = “greatly increased costs” (Y4). In addition, re-
spondents were asked to determine the relative performance
of the product to the company’s goal of cost savings (Cavusgil
and Zou 1994). This was an 11-point scale measure, where
-5 = “far below goals” and +5 = “far above goals” (Y5).

For sales volume, respondents were asked to indicate the ef-
fect the company’s brand-naming strategy has had on interna-
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tional sales volume (Y6) and the market share (Y7) of the
product. These measures used 7-point scales, where 1 =
“strong negative effect” and 7 = “strong positive effect” (Buck-
lin and Sengupta 1993; Grant 1987; Powell 1992; Samiee and
Roth 1992). In addition, respondents were asked to indicate
the international performance (in terms of sales volume) of
the product compared with the company’s goals (Cavusgil
and Zou 1994). The measure contained an 11-point scale,
where —5 = “far below goals” and +5 = “far above goals” (Y8).

We employed a survey method to collect data for testing the
hypotheses. We sent a questionnaire to 680 U.S. corporate
marketing executives who represent a variety of product cat-
egories (e.g., industrial and consumer, durable and non-
durable products). The selection of the companies was
random. However, to increase the chance that selected com-
panies have international operations, we chose only compa-
nies with sales volume greater than $10 million a year. We
used Directory of Corporate Affiliations (National Register
Publishing 1995) and Ward’s Business Directory of U.S. Pri-
vate and Public Companies (Gale Research 1994c) to select
the companies and obtain their addresses. We enclosed a
cover letter describing the nature of the study and a stamped,
addressed return envelope with the questionnaire.

After three weeks, another wave of questionnaires along with
reminder cover letters was sent to the selected executives. Of
the 680 questionnaires mailed, 249 were returned, resulting
in a 37% response rate. This is a relatively high response rate
compared with the rates in many prior industrial research
studies (Rosen, Boddewyn, and Louis 1989). Of the respon-
dents, 55 indicated that their companies did not market their
products internationally. Of the remaining, 177 respondents
provided usable questionnaires. The respondents, on aver-
age, had worked 13.7 years for their current companies and
had held their current positions 4.1 years. Most respondents
were vice presidents of marketing and sales.

We assessed nonresponse bias by randomly selecting a sam-
ple of two groups. The first group consisted of a random sam-
ple of 123 nonrespondent firms. The second group consisted
of a random sample of 66 respondent firms. We then com-
pared these two groups on the basis of three variables: sales
volume, number of employees, and the number of years since
each firm initiated operations. The t-values of the differences
in the means for the two groups in the chosen variables were
1.03, 1.14, and .78, respectively. Thus, no significant differ-
ences between the two groups were found.

The conceptual model in Figure 1 was evaluated by means of

LISREL 8.0 (Joreskog and Sorbom 1993). A schematic repre-
sentation of the LISREL model is shown in Figure 2.
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The estimated values between the observed variables and
Measurement Model Results  heir respective latent constructs in the model are all accept-
able. The correlation matrix for all measures is shown in
Table 1. The parameter estimates in the measurement model
were generally high, as is indicated by the t-values in Table 2.
Evidence of convergent validity is indicated by all lambdas
being significant.

Table 1. Variable X1 X2 X3 X4 X5 X6 X7 X8
Correlation Matrix of v iroseamael Factors
All Measures Used  Religion (X1) 1.00
Language (X2) 91  1.00
Education (X3) 71 .78 1.00
Economy (X4) 54 .75 .93 1.00
Technology (X5) .49 71 .87 .97 1.00
Market Structure

Buyer intensity (X6) —.19 -13 -04 -12 12 1.00
Competition (X7) .18 .23 .00 .03 .04 01 1.00
Distribution (X8) -14 -04 -15 -13 -10 37 14 1.00

Brand-Name Strategy
Number of different

brand names (Y1) .05 .07 .06 .07 .07 .18 .08 .26
List of the different

brand names across

countries (Y2) 15 .16 .16 .07 .05 .02 .10 .16
Changes made to

brand names (Y3) .00 .01 .05 .08 .13 .13 .08 .21
Cost Savings
Effect on costs (Y4) .01 .04 .04 .03 03 -09 -15 -07
Costs goal (Y5) .00 04 01 -08 -13 -08 -07 18
Sales Volume
Effect on sales (Y6) .19 14 .22 17 13 12 -07 17
Effect on market

share (Y7) .15 .15 .13 .09 .04 02 -.07 24
Sales goal (Y8) 17 22 11 12 .07 -09 .07 .23
Brand-Name Strategy
Number of different

brand names (Y1) 1.00
List of the different

brand names across

countries (Y2) .82 1.00
Changes made to

brand names (Y3) .93 .83 1.00
Cost Savings
Effecton costs (Y4) —33 -33 -35 1.00
Costs goal (Ys) -19 =25 -22 22 1.00
Sales Volume
Effect on sales (YB) —12 —13 -16 .01 .29 1.00
Effect on market

share (Y7) -11 =12 -.18 .07 .26 .85 1.00
Sales goal (Y8) .07 .02 .01 .06 43 22 .32 1.00
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Estimates Standard Cronbach’s

Parameter ar t-Value Mean Deviation a
Environmental Factors .85
Religion (X1) .57 7.48 1.52 .94
Language (X2) .78 11.38 2.94 1.43
Education (X3) .98 15.87 1.27 .68
Economy (X4) 96 15.27 1.63 .68
Technology (X5) 81 14.02 1.68 .54
Market Structure .28
Buyer intensity (X6) .54 4.02 .63 48
Competition (X7) 21 1.74 5.46 1.49
Distribution (X8) .87 444 2.78 1.59
Brand-Name Strategy .85
Number of different

brand names (Y1) .98 14.07 1.80 1.23
List of the brand

names in different

countries (Y2) .87 12.34 1.36 .70
Changes made to

brand names (Y3) .97 14.30 1.58 .78
Cost Savings .33
Effect on costs (Y4) 52 2.70 3.69 1.28
Costs goal (Y5) .39 2.71 473 1.61
Sales Volume .60
Effect on sales (Y6) .86 5.39 5.35 1.16
Effect on market

share (Y7) .98 5.39 5.20 1.20
Sales goal (Y8) .23 2.69 6.22 2.04

*All A estimates are significant at the p < .01 level except X7 (competition, p = .08).

A discriminant validity criterion developed by Fornell and
Larcker (1981) was applied. According to the criterion, the
average variance extracted of manifest variables by con-
structs should be greater than the variance shared between a
construct and other constructs in the model (i.e., the squared
correlation between two constructs). Table 3 shows the corre-
lation matrix among the constructs. Adequate discriminant
validity is evident for the strategy, sales, and environmental
constructs, because their diagonal elements are greater than
the off-diagonal elements in their corresponding rows and
columns. Market structure and cost savings constructs did
not meet this criterion. However, these two constructs were
kept in the model because their theoretical bases and conver-
gent validity were satisfactory. A similar approach was ap-
plied by Green, Barclay, and Ryans (1995).

The results of the reliability estimates given by Cronbach’s al-
pha suggest that there is sufficient internal consistency
among the measures, with the exception of market structure
and cost measures. A low coefficient alpha was reported in
previous marketing studies (e.g., Bucklin and Sengupta 1993;
Ganesan 1994).
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Table 3.
Correlation Between
Constructs

Structural Model Results

A Rival Model

DISCUSSION AND
CONCLUSIONS

Construct 1 2 3 4 5

1. Environment .81

2. Market structure .16 49

3. Strategy .07 .32 .89

4, Cost savings -.05 -22 -.69 45

5. Sales volume -.01 —-.06 -17 12 .73

Notas: Diagonal is the square root of the average variance extracted.

The results of the structural model are presented in Table 4.
The model chi-square (with 90 degrees of freedom) is 166.75
(p < .01). The goodness-of-fit index (GFI), adjusted goodness-
of-fit index (AGFI), root mean square residual (RMSR), and
comparative fit index (CFI) are .90, .84, .09, and .95, respec-
tively. Although there is little agreement on indices of model
fit, the CFI is commonly reported in current marketing stud-
ies (Ping 1995). Several researchers propose that a CFI value
greater than .90 indicates a significant fit (e.g., Bagozzi and
Heatherton 1994; Bentler and Bonett 1980). Furthermore, ex-
amination of the modification indices for our model did not
suggest the inclusion of additional paths that would improve
the fit of the model and could be substantively interpreted.

The results show that market structure factors significantly
influenced brand-name strategy (t = 2.86, p < .01), but envi-
ronmental factors do not. Thus, H; is supported but H, is not.
Furthermore, brand-name strategy significantly affects cost
savings (t = 2.57, p < .01). Thus, Hj; is supported. Brand-name
strategies also significantly affected sales volume (t = 2.04, p <
.05), which does not support H,. That is, less standardization
leads to lower sales volume.

An emerging consensus in structural equation modeling is
that researchers should compare rival models, not just test
the proposed model (Bollen and Long 1992). One type of ri-
val model allows no indirect effects between antecedents and
consequences of a focal research construct (Morgan and Hunt
1994). Here, the direct relationships between environmental
differences, market intensity factors, and brand-name strat-
egy were tested with each of the two consequences (cost sav-
ings and sales volume). Figure 3 shows the goodness-of-fit
indices of the rival model and indicates that the rival model
does not provide a better fit than the proposed model. There-
fore, including the firm'’s conduct (i.e., branding strategy) as a
mediator between the antecedents and the consequences im-
proves the fit of the model.

The literature on branding in an international context is
somewhat sparse. This study represents an effort to test sev-
eral major hypotheses related to the branding strategy of stan-
dardization/adaptation. The results are discussed in three
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Nature of
Relationship Parameter Estimate t-Value Hypothesis

Environmental

differences and

brand-name strategy y11 12 1.44 H, not supported
Market factors

and brand-name

strategy y12 .34 2.86 H, supported
Brand-name

strategy and

cost savings g21 —-.69 —-2.57 H, supported
Brand-name

strategy and

sales volume g31 -17 -2.04 H, not supported

CFI = .95.

GFI = .90.

AGFI = .84.

RMSR =.09.

Chi-square with 90 degrees of freedom = 166.75.

Environmental
Factors

Notes: GFI = .80, AGFI = .71, CFI = .82, RMSR = .09, and chi-square = 386.10.

parts: (1) the relation between environmental factors and
branding strategy, (2) the relation between market structure
and branding strategy, and (3) the impact of branding strategy
on cost savings and sales volume.

The results did not support H,, that environmental differ-
ences between home and host countries have an impact on
the branding strategy. The majority of firms do not seem to
incorporate environmental factors when deciding whether to
standardize their brand names or adapt them to the environ-
mental conditions of the host countries.

There are several possible interpretations of this nonsignifi-

cant finding. These include compensation for environmental
differences by global technology and telecommunications;
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ethnocentric use of a standardization strategy while the dif-
ferences are ignored; the targeting of urban markets where
fewer differences exist; and the product types referenced in
this study, which were not culturally bound.

First, firms may believe that, as some scholars claim (e.g.,
Winram 1984), technological advances have overcome the
barriers of the environmental differences (such as culture)
among countries and therefore environmental factors become
less important when firms determine branding strategies.
Satellite communications provide access to global news and
entertainment networks in every country. Broadcasting infra-
structure is ubiquitous (unlike Internet access and personal
computer ownership), and the manufacturers of telecommu-
nications services and products are themselves transnational
organizations. The use of televisions in this study is the most
appropriate indicator of technology available and is a valid
proxy for (popular and affordable) technology.

A second justification for not considering the environmental
factors is that firms may have an ethnocentric orientation to-
ward international markets. Adoption of an ethnocentric ap-
proach generally implies that environmental factors in
overseas markets are not typically investigated by the firm
(Wind, Douglas, and Perlmutter 1973) or that the firm
searches out markets that are similar to the home country and
markets primarily to them.

A third justification is that many products may be targeted to
urban markets and not rural markets in host countries. Hill
and Still (1984b) find that there is less adaptation of products
targeted to urban markets than of those targeted to rural mar-
kets because urban markets are less grounded in the local
host country’s culture than rural markets. In addition, urban
centers are usually the destinations of both business and
tourism travelers. Firms may want to keep the same brand
name when marketing in cities and airports across multiple
countries (regardless of the environmental differences be-
tween them) to increase purchase by international travelers.

Finally, certain types of products may be more susceptible to
environmental influence than others. Quelch and Hoff
(1986) propose that consumer products used in the home
(e.g., food) may be more environmentally bound than prod-
ucts used outside the home (e.g., automobiles). Firms that
participated in this study market products used mainly out-
side the home, which are not as greatly influenced by envi-
ronmental differences.

As the results indicate, the firms considered market structure
factors when choosing their international branding strategies.
The greater the intensity of competition, buyers, and distrib-
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ution, the less standardized (the more varied) is the brand
name across markets (H;). Firms may proactively or reac-
tively adapt their brand names to improve their competitive
standing (Cavusgil, Zou, and Naidu 1993; Jain 1989).

The results imply that when firms face an intense number of
buyers, they tend to avoid having the same brand name for the
product. Companies may believe that having the same brand
name for a large number of buyers may negatively affect the
brand. A high intensity of buyers may mean that a firm must
provide choices of different quality levels at different price
ranges to satisfy several market segments across countries.
One brand, in these circumstances, may result in a dilution of
a high-quality and/or high-price brand-name image. There-
fore, firms may react to many buyers by providing a variation
in the brand name for each quality and price level offered.

Similarly, the results indicate that products that are inten-
sively distributed tend to have less standardized brand
names (greater brand-name variation). This may be attributed
to the argument that the more intense the distribution of a
product, the less homogeneous are the market segments. Ac-
cordingly, firms may tend to offer variations of the brand
name for different market segments.

As expected, the results show that the less standardized the
brand name, the less are the cost savings (Hj). One of the
main rationales in favor of standardization is cost savings,
and our findings support this notion. A brand-name stan-
dardization strategy can offer many cost advantages to the
firm through economies of scale. Variations in brand names
lead to an increase in the costs of promotion, distribution,

and packaging.

The study results also indicate that firms appear to have
lower sales volume if they use a modified name rather than a
standardized brand name. Thus, H, is not supported. One
reason for this result may be the growing number of business
and tourism travelers across countries, which creates an in-
centive for firms to standardize brand names—specifically, in
urban areas, airports, and gift shops. Accordingly, a higher
sales volume will result as international travelers recognize
and purchase products with global names.

Product type and the importance of the brand-name image
may also play a role in determining the increase or decrease
in sales volume of a standardized brand. A global brand can
be particularly important for expensive products (e.g., cars,
computers), for which there are risks that the product may be
technologically surpassed by a competitor. For example,
companies such as Sony and Canon, which operate in mar-
kets where technology and product quality are important,
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IMPLICATIONS AND
FUTURE DIRECTIONS

have benefited financially from a globally standardized
brand name (Aaker 1991). Thus, standardization of brand
names for these products may increase their sales volume.

Several guidelines can be drawn from this study to formulate
international branding strategies. We identify a group of mar-
ket structure factors that firms should consider when devel-
oping brand names. When there is a large number of buyers
and sellers in a market, firms may want to offer a modified
brand name. Brand-name adaptation also should be studied
when the available distribution channels for the product are
intensively coordinated. Furthermore, because of the signifi-
cant impact of market structure factors on branding strategy,
they should be considered early in the branding process.

Firms should seek to standardize brand names wherever pos-
sible, because standardization leads to cost savings. Brand-
name standardization also appears to increase sales volume,
which has the potential to increase revenue. However, sales
volume increases may also be due to the product type and
the chosen target market segments—conditions that were not
directly studied in this research. Standardization of brand
names may be financially successful in some product cate-
gories and across some market segments (e.g., people in ur-
ban areas) but not in others.

The environmental factors that were studied did not influ-
ence branding strategy. This finding may be a result of firms
currently targeting similar market segments across countries,
such as cities, airports, and gift shops, plus marketing prod-
ucts that are less influenced by culture and other environ-
mental factors (e.g., electronic products). Environmental
forces may be more influential as firms move into the rural
areas of host countries and market products that are more
culturally bound (e.g., food).

To date, literature studying the topic of standardization/
adaptation has been largely descriptive. To enhance the un-
derstanding of the nature of branding strategy, more empirical
research is needed. Further research should be conducted to
determine which of the market structure factors (i.e., intensity
of buyers, sellers, and distribution) is more important for
firms to consider in the branding decision. Such knowledge
will help firms incorporate the most important factors early in
the brand-name development process.

We find that special attention should be paid to the develop-
ment of the variables being measured. The low internal con-
sistency among the measures for market intensity and cost
savings suggests a need for better measures for these con-
structs. Furthermore, this study relied largely on executives’
perceptions to operationalize many of the variables. Al-
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though it has been shown that this approach to data collec-
tion is generally reliable and valid, the findings can be
strengthened through alternative measurement approaches.

The SCP model may be useful in other marketing research ar-
eas. In particular, this model appears to be successful in ex-
plaining marketing phenomena across industries and/or
across countries.

Finally, an important direction for further research is to repli-
cate this study in different countries. Respondent firms in
this study were U.S. companies, and it will be of particular
interest to study firms headquartered in other countries. The
use of U.S.-based managers served many purposes: to reduce
the administrative costs of the survey, to reduce language and
translation problems, to identify executives of one type for
consistency and comparability, and to use one nation as a
common denominator from which to measure differences.
Further research would benefit from a multicountry, multi-
company sample.

We are interested in learning how companies use brand names in interna-
tional markets. In answering the following questions, please think of one
product marketed internationally under your own company’s brand
name(s). Please think of your company's branded marketing efforts; do not
include efforts where your company’s products sell under another com-
pany’s brand name.

Part I: Brand Information
1. Are any of your company'’s products marketed internationally under
your own brand name(s)? (Circle appropriate number)
1 Yes
2 No — If no, please stop and return questionnaire.

2. In which of the following categories is this product? (Circle appropriate
number)
1 Industrial
2 Consumer

3. Across countries, how many different brand names (or brand name
variations) are used for this product? (Circle appropriate number)
1 2 3 4 5 or more

4. For each region below, please list the country where this product has
the highest sales volume and the brand name that is used. Write “NA”
if the product is not marketed in the region.

Country Brand Name

a. Africa

b. Europe

c. Far East and Pacific Rim

d. Middle East

. North America

f. South America

International Brand-Name Standardization/Adaptation
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5. How would you categorize your company's international brandiny
strategy for this product? (Circle appropriate number)

1 Use the same name in all markets

2 Use variations of the same name (e.g.. translate the name
into local languages) across markets

3 Use a completely different name in some markets

4 Use a completely different name in every market

Part II: Market Information
1. How much competition does this product face in international mar-
kets? (Circle appropriate number)
Little competition Intense competition
1 2 3 4 5 6 7

2. In the typical international market (i.e., country), how many distribu-
tion outlets does this product have? (Circle appropriate number)
1 One distributor or outlet for the country
One distributor or outlet per region within the country
One distributor or outlet per major city
Several (i.e., 2 to 10) distributors or outlets per city
Many (i.e., more than 10) distributors or outlets per city

G W N

Part III: Branding Strategy
1. What effect do you think your company’s branding strategy has had on
international sales volume for this product? (Circle appropriate number)
Strong negative effect Strong positive effect
1 2 3 4 5 6 7

2. What effect do you think your company's branding strategy has had on
international market share for this product? (Circle appropriate number)
Strong negative effect Strong positive effect
1 2 3 4 5 6 7

3. What effect do you think your company’s branding strategy has had on
manufacturing and marketing costs for this product? (Circle appropri-

ate number)
Greatly lowered costs Greatly increased costs
1 2 3 4 5 6 7

4. How does this product perform internationally relative to your com-
pany’s goals on the following dimensions? (Circle appropriate number)

Far below Just meets Far above
goals goals goals
Sales volume -5-4-3-2 -10+1+2 +3 +4 45
Cost savings -5-4-3-2 -10+1+2 +3 +4 +5
Part IV: Background Information

1. How long have you worked for this company? (Number of years)

2. What is your job title?

3. How long have you held your current position? (Number of years)
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