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Introduction

The purpose of this article is, first of all, to achieve some deg-
ree of clarification in the presently confusing international marketing
terminology. This is accomplished by developing a classificational
framework which differentiates three types of international marke-
ting activity (1). It will be argued that the term ‘international marke-
ting’ should be interpreted to cover all types of foreign marketing
activities of firms, and other terms should be adopted to describe
specific firm approaches in international marketing (2). The objec-
tive of the discussion is not quibbling over definitions but attempting
to clarify some concepts, and placing some recent developments
into perspective. It is expected that such a conceptualization will
significantly facilitate communication in the field of international
business. The second purpose of the article is to offer some obser-
vations and evaluations regarding the three forms of involvement in
foreign marketing.

Background

Most students of international business would agree that a large
and a sustained increase in export trade has been a striking feature

(*) Assistant Professor, Dr., Department of Management, Middle East Technical
University.

(1) In this article, international marketing and foreign marketing are used inter-
changeably to denote business activities involved in exchanging of goods and
services across national boundaries,

(2) This conceptualization is developed with foreign marketing activities of ma-
nufacturing firms in mind. The characteristics of marketing of agricultural
and petroleum products are different enough to warrant separate studies.
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of world economic growth in the past two decades (1). In fact, his-
torical data indicate that international marketing of manufactured
goods has grown more rapidly than world manufacturing production
since 1948. In general, this growth can be attributed to the trade
liberalization of the 1950’s, successive reductions in tariffs, the for-
mation of customs unions and free trade areas such as the EEC and
EFTA, and a marked rise in direct investment by multinational firms.

Most would also not doubt the importance of foreign sales to
the firm and the state. From the nation’s point of view, the ability of
an economy to generate a sufficient volume of exportable goods
is critical. Exports bring home foreign exchange necessary to pay
for imports and to carry on overseas commitments; they create
employment; and speed technological and marketing innovation. For
the firm, international marketing represents further opportunities for
growth, profits, and market development. Typically, a firm considers
foreigh marketing either to take advantage of an opportunity, and/or
to overcome certain unfavorable circumstances. In the former case,
it has a number ©of differential advantages and would like to capi-
talize on these via foreign markets. These may be a unique product,
a technological advantage, a marketing or a price advantage. In
the iatter case, the firm may be aiming to overcome some prob-
lems as exemplified by slowing growth of the domestic market, grow-
ing competition, spare or ‘cbsolete’ manufacturing capacity, or sea-
sonal demand.

While agreement on the dimensions and benefits of foreign mar-
keting can easily be reached, the same is not true for the definitional
aspect of the phenomenon. This is because the nature and the scope
of international marketing activities have grown quite diverse and
complex 'over the years. Today, an observer notices a variety of
approaches to conducting business across nations. These approac-
hes vary widely from indirect export activities of a domestic firm to
the complex activities of a multinational corporation which manu-
facture and sell in several countries. Thus, syncnymous usage of
terms like ‘international marketing,” ‘export marketing’, ‘comparative
marketing’, or ‘multinational marketing’ is no longer possible. To

(1) It may be noted here that world export phenomenon exhibits certain peculia-
rities. First, the trade among the industrial countries largely accounts for the
the rapid growth rate. The trade betweeen these countries and the rest of the
world has grown at a much slower rate. Secondly, the growth of trade in
manufactures has risen more rapidly than other categories. See Conference
Board (1973).
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eliminate confusion, and to enable coherent discussions of the sub-
ject, specific terms need to be allocated to describe specific firm
approaches. This report is an effort in this respect.

A Review of the Literature

A close review of the international business literature does not
reveal any classificational scheme of foreign marketing activities.
However, one should be aware of two related arguments in this res-
pect. First, is the stages of involvement argument suggested by
many normative writings in international business such as those of
Cateora and Hess. According to this view, a firm, starting from ‘no
marketing overseas’ stage, gradually moves through ‘infrequent
marketing overseas’ and ‘regular marketing overseas’ to ‘world mar-
keting’ stage. Another gradual involvement in international market-
ing may take the following pattern: indirect exporting, direct export-
ing, foreign licensing, joint ventures, and investment in foreign ma-
nufacturing facilities.

The second argument rests on the hypothesis first proposed by
Perlmutter in 1969 and then refined by Wind-Douglas-Perimutter.
(Perlmutter, 1969; Wind-Douglas-Perimutter, 1973) According to this
proposition, firms pass through four stages on the basis of the sta-
tes of mind or attitudes of top managers. Representing increasing
degrees of internationalization, these are labelled ethnocentrism
(home country orientation), polycentrism (host country orientation),
regiocentrism (regional orientation), and geocentrism (world orien-
tation).

In the ethnocentric stage, the firm is oriented towards its home
market; export markets receive secondary consideration. Foreign
markets serve as a means of disposing excess production. Foreign
business is conducted through independent sales agents or an ex-
port department composed of marketing staff. Foreign market re-
search is rarely conducted, and marketing decisions for foreign mar-
kets are likely to be copies of domestic marketing decisions modi-
fied slightly to reflect local conditions. As the firm begins to recog-
nize the importance of inherent differences in overseas markets, a
polycentric attitude emerges. The prevalent philosophy in this stage
is that local personnel and techniques are best suited to deal with
lccal market conditions. Accordingly, subsidiary companies are es-
tablished in foreign markets and allowed to operate relatively inde-
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pendently. A regiocentric stage comes as the firm attempts to ac-
hieve regional coordination and control, and to break from the con-
fines of national boundaries, nationalistic traditions, and sub-optimal
decision-making units. Usually continents or subcontinents are de-
fined as regions, such as Western Europe or Northern Africa. Pro-
duct lines and marketing policies are then designed and coordina-
ted on a regional basis. At the extreme, the firm will move to a geo-
centric orientation, which is global or worldwide. Such a firm would
be influenced only minimally by nationalistic considerations. World-
wide corporate and marketing strategies would guide the firm, and
the attitude of the best man for the job, irrespective of nationality,
would dominate. It should be noted that geeocentrism is still an ideal
concept for many companies.

A critical characteristic of both the stages and Perlmutter’s
EPRG hypotheses is the evolutionary nature of a firm’s involvement
in international marketing. The underlying assumption is that firms,
as they acquire more experience in foreign markets, follow a pattern
of increased participation. This may be a basic flaw in the argu-
ments. The implication of a natural movement to higher stages ap-
pears implausible at least in some cases. One can think of both an
industrialized economy such as the U.S., and a developing economy
such as Turkey where the above argument will usually not hold. In
the former case a relatively large domestic market, while it enables
greater economies of scale in production and marketing, is a deter-
rent to greater exploitation of foreign markets by many firms (1). In

the latter case, while the domestic market is relatively small, it is
well protected from foreign competition and still offers a lucrative
business for its firms, except when unusual circumstances exist.
Thus, under these conditions one may expect firms to approach
foreign marketing in a ‘low-risk, mimimum-commitment’ manner. A
pattern of increasing involvement should not be observed for the
majority of firms (2).

(1) Of course, one may think of some branches of manufacturing activity such
as production of electronic computers, where a profitable development of
related technology requires gaining markets in addition to the U.S. market.

(2) An interesting statistic in this respect is the finding that only about 12 per
cent of all firms in the U.S. sell abroad. See U.S. Depariment of Commerce
(1972). It is also a common knowledge that a large majority of Turkish firms
are strictly oriented to home market.
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A related question arises from Perlmutter’s assumption that ex-
perience is the cause of a gradual change in executives’ attitudes
from an ethnocentric to a geocentric orientation. A number of em-
pirical investigations have found, however, that the international
orientation of a firm is very much determined, at the outset, by
the personalities and backgrounds 'of its top executives. (See, for
example, Langston and Teas.) These studies conclude that such
attitudes should be taken as given, as they are not expected to chan-
ge radically over time.

A last point is that it is not impossible to find, for example, a
large, internationally active firm with an attitudinal make-up domi-
nated by ethnocentrism. It would appear, then, one has to consider
other aspects, in addition to top managers’ attitudes, in classifying
different types of involvement in international marketing. Examples
are firm’s motives in foreign marketing, extent of resource allocation
for related activities, and the existence of foreign manufacturing
bases. On the whole, the two arguments, especially Perlmutter’s
EPRG framework, represent valuable contributions to the literature.
Our conceptualization to follow is basically an integration of several
thoughts including the above arguments.

A Conceptualization of International Marketing

As indicated before, the broader interpretation of the term in-
ternational marketing is preferred. Thus, the term is used to cover
activities related to all types of exchanges of goods and services
across nations carried out by all types of firms — domestic, with fo-
reign subsidiaries, or |oint-venture operations. When the nature of
foreign marketing activities are studied closely, three different firm
approaches can be sorted out. These are incremental, fragmented,
and regional (or global) approaches. To identify these approaches
we named them, respectively, simple export marketing, comparative
marketing, and multinational marketing.

Our conceptualization rests on a fundamental assumption. This
is the view that the issue of which approach to follow in international
marketing, as in the decision to enter foreign markets, to a signi-
ficant extent, is in the control of top management. Thus, one can
discern which particular strategy a firm will use by examining top-
management philosophy and objectives, and a number of variables
influenced by them. This is not to rule out the relevance of ‘non-firm’
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or ‘market’ factors like cultural differences, extent of competition
in foreign markets, or economic formations. Rather, it is the result
of the belief that firm-related factors already reflect the influence
of external factors. Manager’s decision to establish production fa-
cilities abroad, for example, is made after relevant market factors
are carefully studied and evaluated by him. Thus, examining only
internal factors does not necessarily imply the ignorance of market
related factors. In addition, we avoid the problem of putting oursel-
ves in the place of the firm’s decision maker to evaluate market
factors.

Now what are the firm-related characteristics which help us
delineate the three approaches to foreign marketing? They are briefly
explained below :

(a) Top-management attitude towards foreign marketing. The
extent of interest and commitment at the top-management level is
viewed as a critical determinant of the specific marketing approach.
We have adopted the taxonomy of managerial philosophies develop-
ed by Perlmutter to describe the attitudinal make-ups of simple ex-
porters, comparative marketers, and multinational marketers.

(b) Management’s motives in exporting. It appears that firms
get involved in international marketing either to overcome certain
difficulties (e.g. decline in domestic sales, seasonal demand, excess
capacity), or to exploit a comparative advantage they possess (e.g.
proximity, technological or marketing superiority.) Different motives
necessitates different approaches.

(c) Overriding management objectives. The nature and the im-
portance of managerial objectives with regards to foreign markets
also vary among firms. Objectives may range from the simple goal
of immediate profits to dynamic and more sophisticated objectives
such as long-run growth, market development, and new product de-
velopment.

(d) Allocation of firm resources for international marketing. In
carrying out the international activities, many functions involve fi-
nancial and human resources. Foreign markets need to be explored;
their potentials need to be assessed; information need to be gat-
hered; trips to foreign markets may be necessary; additional staff
may be hired and trained; a suitable organization structure may be
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formed; and so on. Willingness and the ability to commit resources
for these activities vary among managements, resulting with varying
approaches.

(e) Adaptation of marketing mix. Due to economic, communica-
tions, administrative, and psychological differences between the do-
mestic and foreign markets, careful manipulation of each aspect of
the firm’s marketing mix is required. The extent of adaptation in
pricing, product policies, or in distribution differ in each approach.

(f) Relative importance of exports in firm’s sales. The proportion
of total production marketed abroad is another variable controlled
by management, and maintained at certain ranges in different app-
roaches.

(g) Existence of foreign production facilities. A further indicator
of firm’s international marketing approach is whether or not it ‘mo-
ved to the stage of servicing foreign markets from production ba-
ses outside of its principal market.

The suggested classificational framework is outlined in Exhibit
1. Three types of international marketing involvement are delinea-
ted, each with a distinct approach. Then, characteristics of the app-
roaches are contrasted in the exhibit.

Simple export marketing is identified by the incremental app-
roach. This represents the simplest, least-risky approach to foreign
markets. The ethnocentric philosophy is prevalent at the top-mana-
gement level; firm is strictly oriented to home market. Involvement
in international marketing is often fortuitous, and typically comes
as a result of management’s desire to utilize excess capacity or to
stabilize sales over time. In some cases the motive for selling abroad
may be a cost/price advantage, usually derived from proximity or
iow tariff levels. The dominant objective of the simple exporter is
to supplement his profits in the short run. Foreign sales are margi-
nal, often not exceeding 10 per cent of total sales, and may exert
seasonal or irregular fluctuations. A minimum amount of resources
is allocated for activities like locating market potentials, or forecast-
ing demand. The number of foreign markets tend to be few, usually
those that are proximate, and low-risk, traditional markets. The pro-
duct sold abroad is likely to be a standard product with perhaps
minor modifications. In Keegan’s terminology, this is the strategy of
‘straight extension: one product, one communications message in
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Nature of SIMPLE
international EXPORT
marketing MARKETING
Firm's approach INCREMENTAL

COMPARATIVE
MARKETING

FRAGMENTED

MULTINATIONAL
MARKETING

REGIONAL OR
GLOBAL

CHARACTERISTICS OF EACH INTERNATIONAL MARKETING APPROACH

MANAGERIAL Ethnocentric

ORIENTATION

MOTIVES To overcome
certain difficulties

OVERRIDING Supplement

OBJECTIVES profits in the
short run

ALLOCATION Minimum

OF RESOURCES

ADAPTION OF
MARKETING MIX
— market Few, traditional,
selection proximate markets
— product/com-  Straight
munications extension
strategy
— pricing Determined by cost
considerations
— extension of None
credit
— type of Indirect
distribution
PERCENT OF Marginal (Less
SALES EXPORTEDthan 10 per cent)
OVERSEAS None
MANUFACTURING
ESTABLISHMENTS

Polycentric

To exploit a
comparative
advantage

Long-run growth
and profits

Considerable;
organized on a
country-by-
country basis

Few, penetrated
markets

Invention, or
drastic adaptation
for an individual
market

Determined by
demand analysis

Yes

Direct

Greater than
10 per cent

Likely; located to
serve a number of
similar markets

Regiocentric or
Geocentric

To exploit a
comparative
advantage

Long-run- growth,
profits, market and
product
development

Substantial;
strictly controlled
by headquartes

Regional markets

Invention, or
adaption for a
region

Determined by
demand analysis

Yes

Direct

Greater than
40 per cent

Yes; strategically
located to serve
the needs of
present and
potential markets
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all markets’ (3). Essentially the same product is marketed with the
same advertising and promotional appeals and themes that are used
in the home market. In addition, simple export marketer exercises
little flexibility in pricing export products, and does not extend credit
to foreign buyers. It is also usual to perform distribution and other
functions through an intermediary in the exporting or importing
country.

The fragmented approach to foreign markets is associated with
viewing each market as unique, to be served with a separate mix.
Top management appears to be overwhelmed by the differences
between its operating environments regarding cultural, economic,
and legal dimensions. A conscious effort is made to understand
local market conditions and business practices. This is why fragmen-
ted approach is equated with comparative marketing, which is also
viewed as the study of similarities and differences among countries
with regards to marketing systems and practices (?).

The usual motive for going abroad in the case of comparative
marketer is to take advantage of its superior marketing skills or
technology. It is carried out consciously, and in the pursuance of
long-term goals such as growth and new market development. The
volume of foreign business tends to be a substantial portion of total
sales. Comparative marketer cften finds it necessary to establish
foreign production bases to serve a number of similar markets. This
may be done through joint ventures or by starting wholly-owned ope-
rations. In line with the polycentric philosophy, subsidiary manage-
ments are given considerable freedom in developing new product
lines or modifying old products. In Keegan's terminology, they resort
to invention or a form of adaptation in the face of changed market
conditions. A comparative exporter also allocates considerable re-
sources for activities like marketing research, and finds it necessary

(1) Keegan identifies four more strategic alternatives with respect to product and
communications mix. ‘Product extension-communications adaptation’ involves
altering the communications message in recognition that the same product
may offer different benefits in different markets. In ‘product adaptation-com-
munications extension’ strategy, taste or usage requirements are different
while benefits remain the same. ‘Dual adaptation’ may be chosen as a fourth
alternative. Finally, the firm may develop entirely new products to meet local
requirements; the strategy of ‘communications-product extension.” See Keegan
(1969).

(2) This association of the fragmented approach with comparative marketing was
made by Henley. See Henley (1972 : 42).
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to adapt its organization. The important point is that such activities
are organized con a country-by-country basis.

Finally, some firms follow a regional or, in less frequent cases,
a global approach in international marketing. Here the top mana-
gement is not concerned with any one market but with a large re-
gion or even the world market as a whole. The usual distinction
between domestic and foreign business does not apply here. Re-
source allocation is also made withcut regard to national frontiers.
Thus, multinational marketing can be characterized by Perimutter’s
regiocentric or geocentric orientations.

Multinational marketers commonly enjoy significant techno-
logical, financial, or marketing advantages. Their interest in marke-
keting across nations extends into the long term. Differences among
markets are recognized, but management aims to manage them. An
overall marketing strategy is developed in response to regional or
world needs and applied in all markets with some local adaptations.
Production bases are planned and established with the total market
needs in mind. Such an organization, unlike the comparative mar-
keter’s, achieves considerable coordination and control over its pro-
duction, marketing, and finance operations. The firm’s subsidiaries
are neither satellites nor independent units, but parts of a coordi-
nated program. The subsidiaries and headquarters work together to
establish universal standards and permissible local variations, and
to make allocational decisions on research, new products, and new
plants.

Additional Observations on the Framework

In the preceeding section we have argued that the term inter-
national marketing should be used to cover all types of foreign mar-
keting activities, and other terms should be adapted to distinguish
specific firm approaches. These approaches were identified as the
incremental approach (simpie export marketing), the fragmented
approach (comparative marketing), and the regional or global app-
roach (multinational marketing). The basis for this conceptualization
is the observed diffrences among firms with respect to a number
of management or firm characteristics. In this section, three other
aspects of the framework are discussed. These relate to: (a) relative
growth rates of each form of involvement in foreign marketing, (b)
their coverage in the literature, and (c) suitability of each approach
for a given firm.



38 S. TAMER AVUSGIL

It is difficult to assess the significance of each approach in
terms of the number of firms selecting each category and trends
over time. This is partly because the three categories are more or
less theoretical formulations, and because we lack data in general.
However, two conclusions can be made. First of all, the incremen-
tal approach to foreign marketing seems to be the most common
strategy among the majority of exporting firms in most economies.
Henley, for example, confirms that a simple export approach, largely
through indirect channels, characterizes the practice and mentality
of many small and medium-sized American firms, and also the ma-
jority of firms in many developing countries (Henley, p. 42). As long
as a firm regards foreign marketing as secondary and tries to ma-
ximize the returns from its investment in the domestic market through
selling abroad in a low-risk manner, the incremental approach will
continue to be favored by many firms.

The second conclusion is that multinational marketing (regional
or global approaches) have grown much faster than other approac-
hes in the last two decades, especially among the firms of indust-
rialized countries. An indication is the statistic showing that the ex-
ports of U.S. multinational companies increased 128 % between
1966 and 1970, from $ 12.7 billion to $29.0 billion, more than -double
the rate of increase of world exports. (Conference Board, August
15, 1973). Knowing that 58 of the world’s 100 largest multinationals
are U.S. firms, this statistic in indicative (Conference Board, 1973).
Today, primarily among industrialized countries, we find a growing
number of firms that switch from home-country exporting to estab-
lishing operations abroad. Though the explanation of foreign invest-
ment phenomena is complex it is usually agreed that this is done
because certain advantages are not available to a local firm to the
same degree. These may be technological or managerial superiority,
sufficient product differentiation, production efficiency, and access
to adequate financing. The result is that multinational marketing
activity has spread very rapidly in the last two decades, and has
reached significant dimensions today.

As would be expected, writings in the general field of internati-
onal business have only paralleled the historical developments in
that field. The focus of the literature was on simple export marke-
ting during 1950’s; on comparative marketing in 1960’s; and on mul-
tinational marketing in 1970’s.

Kramer's INTERNATIONAL MARKETING and Root’'s STRATEGIC
PLANNING FOR EXPORT MARKETING are two representative books






