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PREFACE 

In this new age of globalization, cross-cultural and economic issues are increasingly becoming the center 

of attention in a variety of fields. Therefore, it is vital for both researchers and practitioners to continuously 

enhance and share their knowledge of their particular research areas and to embrace intercultural and 

economic aspects in their everyday working lives. 

The Cross-Cultural Management and Emerging Markets Centre at the University of Applied Sciences 

Upper Austria, School of Management in Steyr performs research activities for the study programme 

Global Sales and Marketing, addressing such cross-cultural topics. 

In cooperation with the School of Informatics, Communications and Media in Hagenberg, the Cross-

Cultural Business Conference 2016 is carried out to deal with intercultural perspectives in: 

¶ Session A: Intercultural Perspectives in Global Business, Marketing, Sales and Service 

Management 

¶ Session B: Intercultural Perspectives in Higher Education Research 

¶ Session C: Intercultural Perspectives in Higher Education, Teaching and Learning 

¶ Session D: Intercultural Perspectives in Human Resource Management 

 

We would like to thank all conference participants who made their valuable contributions and hope the 

conference will strengthen our partnership and to serve as a platform for further research cooperation. 

Sincerely, 

 

  
 

Dr. Gerald Reisinger 

University President 

 

Prof. Dipl.-Ing. Dr. Margarethe ¦berwimmer 

Dean of the School of Management 

Head of Studies Global Sales and Marketing 

 

Cross-Cultural Conference Team 

Cross-Cultural Management  
and Emerging Markets Centre 

Member of the Cross-Cultural 
Business Conference Team              

Cooperation Partner at the  
School of Informatics, 

Communications and Media 

                                                           

   
Teresa Gangl, MA                 Eva Miglbauer, BA Dr. Martina Gaisch 
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ñThe Feasibility of Political Orderò 
 

Prof. Dr. Werner Patzelt, TU Dresden 
 

 

 
ʉounterfactually, we take political order for granted. But it is not, as we 
are taught by the contemporary experience with regime collapse. So we 
better look at what makes political order feasible and viable. This is 
cultural capital (i.e. ógovernmentalityô), social capital (like a stable civil 
society), and well-designed institutions. 
 
Prof. Dr. Werner Patzelt was born in 1953 in Passau, Germany and since 
1992 he has been a full professor of comparative government, Political 
Science Department, Dresden University of Technology (TU Dresden). 
His areas of research are comparative government, comparative research 
of parliamentarianism and political communication. In 1984 he received 
his doctoral degree in philosophy through his work Basic Principles of the 
Ethnomethodology. In 1992 he became the founding professor of the 
Institute for Political Science at the TU Dresden, where he took over over 
the professorship for political systems and the comparison of systems. 
Since then he has also been guest lecturer at the University in Paris, 
Stellenbosch, Ankara and Moscow. Among others, he has been a long 
term member of the executive committee of the International Political 
Science Association and has received many awards such as the cultural 
prize for Ethnomethodology (1985). 
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universities (of Applied Sciences) should always be alliances for 

innovation. In fact those two worlds exist parallel and often even 

apart, confronted with a clash of cultures, and sometimes lost in 

translation.  
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ABSTRACT 

In this paper the authors have highlighted the need and significance of strategic partnerships between 
academic institutions. The importance of establishing Strategic Global Partnerships for the academic 
institutions has gained importance over the last decade or so. With increasing aspirations of students to 
gain an international exposure in education, the academic institutions in each country across the globe 
are seeking ways and means to enhance the research, develop joint curriculum, teaching programs and 
exchange best practices of governance. With the increase in the flow of information, it has become quite 
easy for the students to explore, discover and apply for international opportunities and benefit from them. 
The authors have emphasized that identifying appropriate partners is of utmost importance and ówhat 
makes these partnerships strategicô. It is observed that an institution in one country may aim to collaborate 
in many academic and non-academic activities in either one single institution in a particular country or 
highly reputed group of institutions to achieve mutually beneficial objectives. Invariably such objectives 
include enhancing research, develop joint curriculum and teaching programs, or just exchanging best 
practices of management. In this context, it is being perceived that a lot of value gets added by 
collaborating with highly reputed international partners and such strategic partnerships define an 
Institutionôs International stature. The need for such partnerships drives innovations in different facets of 
an academic institution thereby making it an attractive destination for the students as well as its partners. 
The authors have attempted to define óstrategic partnershipsô. A partnership is considered to be a strategic 
if it covers both the breadth and depth of the collaborative activities. The term óStrategicô suggests that 
participants understand and agree to the cross-cultural perspectives of such collaborations and do not 
need any further consensus. Strategic partnerships become successful only when the institutions do not 
over emphasize oneôs own interests and culture and take into cognizance the potential differences that 
may exist. Further, this article attempts to define the role of international relations department and explains 
the change in the thinking of Heads of international relations department who are going all the way to 
establish Strategic Partnerships rather than very loose kind of cooperation. 
ñDiversity is delightfulò principle is a driving force of forming such partnerships. The International Relations 
Department has to ensure that there is a cultural mesh between the potential partners before going for 
collaboration. These collaborations can result into very productive partnerships once the institutions 
understand the strengths and weaknesses of the partner institutions. These strategic partnerships can be 
incredibly enriching once the cultural differences between the partners are clearly understood and taken 
cognizance of. 
The paper touches upon the guidelines for making such partnerships successful by ensuring that cross-
cultural perspective of two institutesô mesh very well. Having ensured this, the partners start discussing 
the types of the programs, faculty research interests and expected outcomes for study, teaching and 
research abroad. A due-diligence is called for because many times it is observed that after going through 
an extensive task for formulating an agreement, it is found that your instituteôs partnership is not a priority. 
Therefore, it is important that we should begin with by undertaking small projects jointly. Further, it is 
necessary to have a personal commitment of the top management to make collaborations successful. 
The article also lays down the various criteria that might be used for measuring success rate of strategic 
partnerships in endeavor towards internationalization. Globally, institutions have realized that such 
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partnerships cannot be shortcut for internationalization. In fact, it has to become a figurehead for 
international partnerships. 
The authors have also touched upon the funding mechanism introduced by various countries, especially 
in Europe encompassing activities like research, institute level cooperation in different subjects and fields. 
Further, the authors have also specified that it covers all networking activities. These partnerships may 
increase the international visibility of an institution but the main benefits will accrue only in the long term 
and therefore a lot of investments may be required to make such strategic partnerships more productive. 
Thus, the academic institutions have to indulge in experimentations on an ongoing basis and have to be 
more flexible and patient in measuring results, which help in avoidance of wasting their resources. 

 INTRODUCTION 

The rise of middle class in Brazil, Russia, India and China as well as in Mexico, Indonesia, 
Nigeria and Turkey (the BRIC and MINT countries) has spurned a demand for education, 
expanding the global educational market. According to OECD findings, number of students 
enrolled into higher education outside of their country of residence has doubled since the year 
2000 and aforesaid countries have been exceptionally successful in attracting foreign students, 
increase being   241% in Asia, and 279% in Oceania. Technology has increased the flow of 
information, making it easier for the students to explore, discover and apply for international 
opportunities and benefit from them at home as well.     
With increasing aspirations of students to gain an international exposure in education, the 
institutions of higher learning are establishing strategic partnerships with academic institutions 
in different geographical regions of the globe. In this process identifying appropriate partners 
is of utmost importance. What is it about these partnerships that make them strategic? 
Typically, an institution in one country aims to collaborate in many academic and non-academic 
fields with a single institution or highly selected group of institutions to achieve mutually 
beneficial objectives. Such objectives might be enhancing research, develop joint curriculum 
and teaching programmes, or just exchanging best practices of management. Strategically, the 
added value is perceived to help the participating institutions by collaborating with highly 
reputed international partners, thus making them more international. Generally speaking, it may 
be noted that non-strategic partnerships are as essential as the strategic ones in defining an 
institutionôs international stature. However, such partnerships are rarely considered as 
illustrating international quality. Nevertheless, these are important to various departments 
individually and the institution as a whole because they act as a stepping stone to 
internationality for all the constituents of the institute and act as a pool out of which the next 
level of strategic partnerships are derived. 
These trends drive a rising need for innovations in branding, standing out in order to be an 
attractive destination for partners and students in the crowded global education market. 
Traditionally institutes with strong brands and international rankings have been the winners, 
while institutes outside this sphere remain fairly unknown on the international scene. Such 
institutions are more dependent on the context they are in viz., closeness to industry, the region 
and city they are situated in and the culture that surrounds them. To position a particular 
institute, strategic national and international alliances, as well as branding initiatives have 
proven successful, where participants from more than one area collaborate. The future 
definitely belongs to successful collaborators, the old paradigm of individual competitor 
institutions in higher education is dead.  

 
How do we define strategic partnerships? 

The term óstrategic partnershipô suggests similar motives exist among participants for initiating 
the partnerships. A partnership is usually labelled with the adjective ñstrategicò if it covers more 
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areas of cooperation or reaches a certain level of depth or history. The term also suggests that 
in this category of partnerships; participants understand and agree to its meaning and scope 
and therefore do not need any further consensus. However, it camouflages the details of an 
institutionôs strategy as to what exactly one hopes to achieve with international partnerships 
beyond publicity and in which specific areas it wants to cooperate. Such a kind of óloose 
partnershipô acts as a hindrance for measuring success as well as an encouragement to 
creativity thereby leading to stagnancy on one hand and potentiality on the other.    
These óstrategic partnersô are intimately connected to oneôs own institution- the ones who have 
worked with for some time. Overemphasizing oneôs own interests and not taking the potential 
difference of purposes into cognizance can be detrimental to the relationship as a whole. Yet 
all these concerns may remain unspoken and hence unattended.  
The notion that the strategic partnerships are the golden league of international academic 
cooperation always motivates institutions to engage in them. Nonetheless, not many 
institutions are able to measure the success or failure of strategic partnerships as the above-
mentioned multi-faceted situation presents quite a complex picture. 

 

Selecting and Managing Partnerships  

Finding the right strategic partner is challenging for institutions//universities of any size, but this 
can be particularly significant for smaller institutions/universities. Once the international 
relations department of an institute identifies potential partners that share common academic 
programmes and international goals, it becomes important to identify key faculty and personnel 
who will spearhead the proposed international initiatives. Selected partners often emerge from 
previous but neglected or looser cooperation, also even as a result of a bottom up processes, 
upon suggestion of a faculty member.  
Prospective partners shall share a mutually agreed vision and purpose of their cooperation. 
This vision is often based on the ñUnity is strengthò principle, in which case partners have a 
similar profile in terms of research and education portfolio and want to add up their capacities 
to get better and international results. On the other hand the ñDiversity is delightfulò principle 
could be also a driving force of forming strategic partnership. In this case partners complement 
each otherôs different portfolio and capacities - enabling synergy and innovation. The 
compatibility of the size and culture of the two institutions must also be assessed. Knowing the 
number of students and employees as well as class size at each institution is helpful. If these 
numbers vary greatly, the partnership can still work, but it might be challenging. For example, 
are students used to being one of the hundred students in a large lecture hall, or are they used 
to small interactive classes? How mobile and independent are the students and faculty at each 
institution? Are they located in a city or country that your students and faculty would find 
interesting? 
A large institute in a large city might not be the best match for a small institute in a small town 
because it might be difficult to maintain a reciprocal partnership.  Students and faculty from 
smaller institutes are also accustomed to having a great deal of personal attention and knowing 
exactly whom in their institute they can reach out to if they have a particular question or 
problem. In addition, if students of smaller institutions are accustomed to living on or very near 
their instituteôs campus, larger institutions can address concerns of accommodation to the 
students by clearly explaining what housing arrangements are available, preferably with 
photographs, how much will it cost and what is included in that cost. 
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Guidelines for making partnerships successful      

After ensuring that the two institutesô cultures and goals mesh, potential partners can begin 
discussing the gaps in their current study abroad programmes, types of programmes that they 
would like to offer, faculty research interests, and expected outcomes for study, teaching, and 
research abroad.  It is pertinent to note here that some or most of these interests and expected 
outcomes should be a good match. It is also essential to ask the potential partner as to how 
many current active international partnerships they have and how much time and other 
resources they are able and willing to invest in developing a partnership with your institute.  
Many times it is observed that after going through an extensive task of formulating an 
agreement, it is found that your instituteôs partnership is not a priority. 
To begin with, undertaking small projects jointly can be an important consideration. Even if your 
mid-term objective is a more grandiose one, for example a joint degree programme. Once the 
small-scale programmes have been initiated and assessed, for instance a joint certificate 
program, the partnership can develop into full-semester or year-long exchanges, faculty 
research projects, and more. Developing strong personal relationships between the individuals 
involved in partnership will also help the programmes to continue even if there are some 
anomalies, as there will be a lot of understanding and mutual support for each other as well as 
dedication to the programme. It is also essential to have the personal commitment of top 
management. At the end of the day they are the one to provide funding, human resources and 
sometimes to break through walls ensuring the joint projectsô success.  
Successful partnerships involve different stakeholders from their environment. Higher 
education institutions do not function in a vacuum, they are in constant interaction with the local 
and regional society, economy and business, sometimes even with politics. These actors shall 
be invited to have an insight and contribute to the significant activities of a strategic partnership. 
Letôs say partner higher education institutions consult prospective regional employers about 
qualification requirements of a new dual degree programme; promise interns to NGOs, invite 
executives and opinion leaders to hold lectures, etc. It is crucial for international relations 
managers to meet frequently faculty champions committed to the international programmeôs 
success and to maintain consistent communication with the team. This could of course result 
in tremendous traveling and accommodation expenses, therefore successful strategic partners 
use highly developed ICT techniques to bridge communication gap. E-learning and other 
solutions are also getting more and more popular in teaching as well.  
If institutions do their homework and understand the strengths and weaknesses of the partner 
institutions, it can result into very productive partnerships. It is also important to be patient and 
stay positive. Just because a programme does not run as expected during one semester does 
not mean that it will not succeed at all. It is important that the institution plans programme 
reciprocity and perform continual assessments and adjustments to make the partnership 
sustainable.    

  

How do we measure the success rate?          

While it is appropriate to have more quantified data about the benefits of partnerships in 
general, and more indicators defining how they help realize an instituteôs missions, very few 
institutions actually are able to collate information useful in measuring the contribution of 
international partnerships. If we invest time, personnel, and money into strategic partnerships 
and expect success, we must measure them more effectively and be able to analyze the 
results. It is important to have a yardstick to measure and document success or failure of 
internationalization. 
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Various criteria might be measured among the following activities: increased mobility of 
scholars and students, number of joint publications, workshops and summer schools involving 
scholars and students, shared research projects, additional third-party research funding, joint 
degrees, conferences at student and scholar levels, internships, shared language training, staff 
exchanges, as well as co- and e- teaching activities. The simultaneous presence of many of 
these international modes of cooperation is an indicator that it is a special partner or a group 
of partners with which it will be advantageous to develop more possibilities. At the end of the 
year we should reach the agreed numbers instead of only looking at the numbers exchanged 
and summer schools held. This is what defines the success of strategic partnerships.  
A fair indicator system of internationalization supports the higher education institutions strategy 
and measures contribution to individual and institutional success. It makes the teaching staff 
feel that they have the opportunity to develop their own career in terms of publications, 
academic fame, while maybe having a good time as well. It also gets reflected in the institution 
getting more attractive for prospective students and its reputation increasing internationally by 
way of ranking, attracting better quality students, meeting national or international programme 
accreditation criteria etc. 
 

Is success a relative term? 

Apparently, success seems to be relative term that is variable only to a particular institute. One 
can maneuver between several international variables such as extent of students and faculty 
mobility, research workshops, projects, rankings etc.  There are stories of internationalization 
describing complex projects of cooperation including what may be called as óevent 
internationalizationô-the production of highly publicized one-time international event using 
public relations as a means  to demonstrate the universityôs international quality though on an 
ad-hoc basis. Academic institutes focusing more on studentsô activities will emphasize on 
studentsô mobility and joint degrees whereas those more focused on research excellence will 
showcase joint research activities with international partners, research based guest scholars 
and the like. Therefore, in measuring the quality of strategic partnerships, two variations of the 
identical activities will be encountered. It may happen that one partner considers the 
partnership successful while the other does not consider so, depending on the context of the 
criteria they are applying. 

 

Are partnerships shortcuts to success?      

In view of the multi-faceted and complex situation, why do academic institutions enter into 
strategic partnerships? There are a number of well-defined motives other than the fact that 
having a strategic partner seems to provide a defined path to every university or an instituteôs 
official international stance. One of the most common reasons for engaging in strategic 
partnerships is that institutions enhance their reputation and credibility in the glory of their 
partnerôs reputation and credibility. 
Moreover, as the need for research necessitates the engagement of scholars from multiple 
disciplines and academic institutions, it is felt that the academic institutions can provide full 
gamut of the scholarly experience by joining learning and research resources with international 
partners. The idea of partnering is also seen as a method of optimizing oneôs instituteôs use of 
third party financial resources for funding research projects. 
Many academic institutions use strategic partnerships as shortcuts in communicating their 
strategy for internationalization. The strategic partnership becomes the figurehead for 
international partnership that is assumed but does not necessarily get exhibited. 
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Ease of Funding 

A strategic partnership may also be used as a way to focus faculty interest on certain institutes 
only especially if the partners allocate certain funds for sustaining collaborations. It is observed 
that with such alliances firmly in place funding becomes readily available. For instance, the 
European Union in the framework of the new ERASMUS+ program created two instruments 
within Key Action 2, which are dedicated to support international cooperation of HEIs. ñStrategic 
partnershipò instrument provides funding for consortia of at least three HEIs from the EU28 
member states to develop innovative quality educational programs equipped with new learning 
and teaching methods. By the year 2020 the target is to involve at least 125,000 institutions 
into the program. ñCapacity buildingò instrument gives incentives to European HEIs to create 
consortia with HEIs of developing countries and assist them in modernization of their curriculum 
and administrative capacity. This latter initiative has a budget of 125 million Euros to support 
these activities in the next 7 years.  
In addition to the European way of thinking, national governments also believe that 
internationalization is in favor of enhancing quality of education. For example, Austrian Agency 
for International Cooperation in Education and Research (OeAD-GmbH) introduced a funding 
mechanism which focuses on   the development of strategic partnerships. The enormous 
varieties of possible partnerships that can be funded encompass activities such as shared 
research theme, institute level cooperation in different subjects and fields. It may cover 
everything from networking activities to focused bilateral memorandum of understanding. 

 

Transparency - An important prerequisite 

In order to get the maximum mileage out of strategic partnerships, it is important for the partners 
to define what they propose to get out of the partnership. The willingness to engage and the 
financial investment are no substitute for projecting possible advantage both in research and 
in teaching cooperation. Quite often, there are ambiguities in the agreement and assumptions 
are made on both sides, hindering close cooperation. For instance, the need for providing 
tuition waivers by the host institution for the students coming from partner institution can create 
unforeseen problems if one does not negotiate around this fact.     

   

Benefits and Pay-offs  

The need to define expectations and realization that there will not be any significant pay-offs in 
the short-term are essential preconditions to entering into strategic partnerships. These 
partnerships will increase the international visibility of an institution but the main benefits will 
only become clear in the long term, and require investment. 
To view strategic partnerships as experiments at all levels of interaction is the most useful 
stand an institution can take and it will involve having administrators, scholars, and students 
who will act as a catalyst in pushing the partnership forward. It will also involve reviewing the 
development on a regular basis and being willing to readjust the focus of the relationship. Such 
experimentations on an ongoing basis and flexible attitudes will certainly make measuring 
results more difficult, but it is necessary if the institutions want to avoid wasting their resources.  

 CONCLUSION 

Institutions around the world have been partnering with each other since quite some time but 
what is different today is the increasing pressure to invest in mutually beneficial and sustainable 
partnerships. The future belongs to those institutions, who are capable of establishing state-of-
art alliances, and not to those, who wish to reach excellency on their own and store their 
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knowledge within an elephant bone tower. Institutions are looking to do it right and well. Gone 
are the days of fruitless, inactive agreements and superficial handshakes. Todayôs partners 
focus on strategy, intentionality, and results, often requiring specific expertise in navigating 
through collaborative agreements. 
The interest in increased student and faculty mobility continues to be the driving force behind 
initiating higher education partnerships. Notwithstanding the same, institutions are now 
identifying many new areas and frameworks for international research collaborations. One of 
the more complex forms of international collaboration is emerging trend of joint and double 
degree programmes. While many institutions find it challenging to organize, these collaborative 
degree programmes continue to gain traction around the world partly because they offer 
opportunities to build strong academic and institutional partnerships. 
Strategic international partners share best practices and align their goals across campuses so 
that the experiences of students, faculty, staff and administrators are interwoven and share a 
common international fibre. Most of all, these partnerships act as a catalyst for 
internationalizing the campus, projecting institutions onto global stage through study abroad 
programmes, faculty exchanges, joint research, dual degrees, and other collaborative 
activities.  
With increased interest, research and awareness about the ever growing phenomenon of 
international partnership, one can expect to see many more fruitful, mutually beneficial 
international partnerships and sustained educational relationships across national boundaries. 
Further, international collaborations can be incredibly enriching for the institutions provided 
cultural differences are clearly acknowledged and agreements are made about how to work 
around ethical issues that affect collaboration between institutions, failing which certain crucial 
issues can arise. What happens when one partnerôs cultural customs or operating procedures 
conflict with practices, values, ethical principles, and/or laws of the other?  For instance, if one 
partner believes that women should not be admitted to a joint programme, or certain ethnic 
groups should not have access, should local customs be honoured?  
Finally, awareness of cultural differences while offering clarity about oneôs ethical position 
makes for successful cultural interaction that helps sustain partnerships over time.                     
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ABSTRACT 

Objective: The paper attempts to compare the cultures of the Czech and Slovak Republic in a business 
environment.  
Methods: Establishing a list of cultural dimensions extracted from reputable models, the authors applied 
a systematic behavioural comparison of each country. 
Limits: The work of the authors was limited by two factors. Firstly, the cultural proximity of the countries 
provided many slight differentiations. Secondly, the analysis was hampered by the few of available cross-
cultural statistics for the countries reviewed.  
Results: The analysis showed that both countries have a narrow cultural gap and share many cultural 
traits. However, a few noticeable differences were isolated: Particularism, Specificism and Emotions 
display. 
Conclusions/Recommendations: Due to the lack of available reliable quantitative data about the Czech 
and the Slovak cultures, further research such as factor-analysis questionnaire is suggested.  

 INTRODUCTION 

The Czech and Slovak Republics share a long common history and enjoy a rich connection 
with many mixed families. To many, cultural differences between the countries are often 
ignored, if not negated. Up to 200,000 Slovaks live in the Czech republic while nearly 50,000 
Czech are located in the country of their Eastern neighbour (SOSR, 2016).Nowadays, they 
work together in local and international companies that often consider the two territories as a 
single market. Therefore, when asked about the differences between their cultures, most 
Czechs and Slovaks sincerely do not see any.  
How to compare what used to be the same? It is a challenge to compare two cultures like the 
Czechôs and Slovakôs that used to be one for such a long time. Are differences actually deep, 
or only on the fringes of cultures? A thorough review is needed, as, to the knowledge of the 
authors, no academic article devoted exclusively to these two cultures exist. Most articles 
covering the Czech and Slovak Republics have been published in the immediate post-
communist period (Shafik, 1995; Garner and Terrell, 1998; Filer et Al., 1999) and very little 
studies have been conducted about their distinct cultural characteristics. For lack of available 
analysis, most sources present the two cultures as very close, if not similar.  
Our purpose in this article is to apply the tools of cross-cultural studies, 14 cultural dimensions, 
to analyze two countries that shared a long history but became independent from each other 
20 years ago. We shall display the cultural traits of the two countries and examine them for 
possible sources of misunderstanding. 
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2 BACKGROUND INFORMATION 

The close partnership between the Slovak and the Czech nations started during the Austrian-
Hungarian Empire when they fought against the same foes, the Austrians and Hungarians. The 
official marriage was declared on 28th October 1918 when the Czechoslovakia was 
established. From then on, the Slovaks and Czechs have been collectively referred as ñthe 
Czechoslovaksò.  
On 1st January 1993 the Czech and the Slovaks officially agreed to a ñvelvet divorceò. This 
term refers not only to the ñVelvet revolutionò which saw the country escape from the soviet 
control, but also to the warm atmosphere that prevailed when negotiating the separation. While 
the older generation still argues about this controversial political decision, the youngsters 
welcome this opportunity to easily study and work ñabroadò. No language training is necessary 
as both languages are very close. A brotherhood feeling is still vivid at all levels of social and 
political life. This apparent proximity is still quite spread abroad as many identify the Slovak 
and the Czech republics as ñCzechoslovakiaò, even if there are now two independent nations. 
At the diplomatic level, the Slovak and the Czech governments share their political opinions 
and delegations regularly visit each other to share good practices. Both countries are part of 
NATO and since 2004 members of the European Union. They frequently stay on the same 
political line concerning economical or international relations topics. Since 1991, together with 
Poland and Hungary, they form the Visegr§d group, a political alliance of central European 
countries cooperating in a wide spectrum of fields. 
Despite this apparent closeness, when asked about their satisfaction with the status of this 
situation, being two independent countries, polls confirm the satisfaction of both the Czechs 
and the Slovaks with this ñvelvet divorceò (Inġtit¼t pre verejn® ot§zky). The smaller of the two, 
Slovakia is proud of its ñownò government, embassies and adopting euro. Slovaks have 
transformed their country ñfrom a younger brother of the Czechsò to an independent and 
competitive partner. The competition nowadays is primarily on the economical level, with both 
countries aggressively attracting foreign investors. While the two countries are key partners to 
each other (Slovakia is the second export market of the Czech Republic and its third importer; 
the Czech Republic is also the second export market of Slovakia and its second importer 
(Observatory of Economic Complexity, 2015)), they are both highly ranked in Foreign Direct 
Investment surveys with the Czech republic attracting 475USD per capita in 2013 and not far 
away Slovakia with 396USD. (EUcham, 2015) Despite having so much in common, it is clear 
the Czech and Slovak Republics are now two distinct countries with their own national interests. 
In the last 20 years, have they become two distinct cultures?  

 

3 METHODOLOGY: USING CROSS-CULTURAL MANAGEMENT TOOLS IN 
INTERNATIONAL RELATIONS 

Cross-cultural management is an interdisciplinary field that draws upon the results obtained in 
other humanities. Originating in ethnology and sociology (Hall, 1966), it has developed in the 
last few decades by adapting the existing tools of psychology to analyzing and comparing 
corporate and national cultures (Kluckholn, 1961). 
A series of worldwide country surveys have been conducted (Hofstede, 1980; Trompenaars, 
1993; House et al., 2004) offering researchers and practitioners practical tools for comparing 
national cultures. 
By "national culture", cross-cultural management means ethno-national cultures, i.e. countries. 
Much debated among the community (McSweeney, 2002; Hofstede, 2002; Margarethe et Al., 
2012), this unit remains today the most commonly used to analyse similarities and differences 
in behaviours of groups of individuals belonging to various cultures, despite its shortcomings.  
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Derived from the various models and tools developed by researchers, the existing cultural 
dimensions allow for the analysis of national cultures, most often with applications to 
international management. This factor analysis provides simple ways to situate the likelihood 
of a given behaviour by members of a particular culture when confronted with an identified 
situation between two extremes or axes.  
While the models using behavioural dimensions are numerous, the dimensions themselves are 
frequently the same (Dumetz et Al., 2012). In this article, the authors attempt to use cultural 
dimensions to analyse the business behaviours of individuals in Czech Republic and Slovak 
Republic. They also sourced their results in their own decade-long experience as cross-cultural 
consultants and lecturers. Because each cross-cultural model has its limits, and because each 
project needs a tailor-made selections of cross-cultural dimensions (Dumetz, 2016), the 
authors selected, as a framework of the article, a list of various cultural dimensions not 
associated with specific models. The dimensions are extracted mainly from the Trompenaars 
model, the GLOBE project, and the Hofstede model. However, other sources such as the SIMM 
model, TMA, TMC and World Value Survey were explored as inspiration.   
 

Table 1. Cultural dimensions. 

 

 Cultural Dimension Original Model 

1 Particularism Vs. Universalism Trompenaars, 1993 

2 Uncertainty Avoidance Hofstede, 1980 

3 Diffuse Vs. Specific Trompenaars, 1993 

4 Trust Covey, 2008 

5 Individualism/Collectivism Hofstede, 1980; Trompenaars, 1993 

6 Hierarchy Hofstede, 1980; House, 2004 

7 Achieved Vs Ascribed Status Trompenaars, 1993 

8 Masculinity Index / Cooperation vs Competition Hofstede, 1980; House, 2004 

9 Neutral vs. Emotional / Assertiveness Trompenaars, 1993; House, 2004 

10 Locus of control Rotter, 1966 

11 Deductive/Intuitive thinking Foster, 2000 

12 Past/Present time orientation Kluckholn, 1961 

13 Short/Long term orientation Hofstede, 1980 

14 Monochronic Vs Polychronic Hall, 1973 

 

4 CULTURAL DIMENSIONS 

Clearly, the Czech-Slovak relationship is not only strictly speaking cultural. However, cultural 
dimensions can be used to suggest fruitful indications as to the type of current relationship 
between the two nations. 
 

4.1 Dimensions linked to Relationships 

Particularism/universalism is about choosing between agreed upon rules or bending existing 
rules to fulfil engagements in a relationship (Trompenaars, 1993). Here lies a first difference, 
with the Slovaks displaying slightly more particularistic behaviours than the Czechs. Slovaks 
condition their business relationships with trust and sympathy more than the Czechs do. For 
instance, promotion criteria may value a lot professional competency but the ability to approach 
people and build private contacts might make a difference. 
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Yet, in both countries success depends greatly on connections with influential people. As a 
clear link exists between Particularism and corruption, both countries rank at the same level 
(56 for Czech Republic and 50 for Slovak Republic according to Transparency International 
(2015), hence confirming the proximity of the two cultures regarding their tolerance for cronyism 
and corruption in public affairs. 
It is actually interesting to notice that to cooperate in the Czech Republic, the Slovaks often 
prefer to interact with the inhabitants of eastern part of the country, Moravia, geographically 
half-way between Prague and Bratislava. A cultural continuum runs from a rather universalistic 
Bohemia towards a more particularistic East of Slovakia with citizens of Koġice, near the 
Ukrainian border, the most tolerant towards exceptions. 
 
Hofstede's Uncertainty Avoidance, a concept close to Particularism/Universalism, is quite 
higher in the Czech Republic than in Slovakia. This dimension involves the extent to which 
ambiguous situations are threatening to individuals, the extent to which rules and order are 
preferred and the extent to which uncertainty is tolerated in a society. The Czechs are not fond 
of uncertainty and much favour situations to be clear and not ambiguous. The lower uncertainty 
of Slovaks is displayed in their need to build relationships before engaging in further business. 
If they trust someone, they are willing to take the risks because in their understanding 
everything depends on ñpeopleò.  
 
Some differences appear with the Specific/Diffuse dimension. A diffuse culture means the split 
between oneôs public and private life is not really clear. In other words, you belong to the inner 
circle of your friends, and you ignore (at best) the individuals outside your life (Trompenaars, 
1993). Presented in a simple manner, diffuse cultures treat relationships in a very simple way: 
we are friends or total strangers to each other. In other words, Diffuse people are relationship 
orientated, sometimes called ñBeingò; while their alter ego, the Specific cultures are more Task 
orientated, otherwise called ñDoingò.  
Despite an observed proximity, it appears that Slovaks tend to display a more ñbeingò 
orientation than the more ñdoingò orientated Czechs (TMC, 2015). In order to start cooperation, 
the Slovaks need a ñwarmer exchange of ideasò in order to feel that the partners have become 
friends. Thus, to establish harmony in their relationships, they tend to adapt their 
communication style to their partner. Their Czechs are ranked much more Specific by 
Trompenaars (2016), with a score of 80/20 while the Slovaks 58/42. Therefore, a visitor may 
expect direct criticism or even sarcastic humour in Prague, a behaviour likely to offend their 
Slovak counterparts.  
 
This attitude exists also internally, between superiors and employees. Therefore, Indirect 
communication is the standard in Slovakia, while the Czechs may be more direct, to the point. 
To sum up, good relations are important in both countries at work, in negotiations, and generally 
in every dayôs life encounters. However, some extra ñsmall talkò may be useful in Slovakia 
compared to the Czech Republic. 
 
Trust as a cross-cultural dimension deals with the amount of trust existing naturally between 
individuals (Covey, 2008). In other words, are we engaged in a relationship with trust (e.g. 
father and son), or without trust (e.g. a client and a banker). When trust exists, time and money 
are saved (a handshake will do). When there is no trust, time and bureaucracy take over (for 
example, security checks in airports). Rankings (WVS, 2004) show that both surveyed cultures 
belong to the countries with little spontaneous trust. Indeed, one must have the right 
connections, or to have known someone for a long time to be ready to work with him. Religion 
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plays a decisive role here, with individuals from countries of Catholic traditions tending to trust 
less each otherôs than those living in countries of Protestant influence. Can worshipers be 
entrusted to interact directly with God, or should an intermediary (a priest, the Pope, etc.) be 
the guarantor of this trust?  
While little regular practice is now conducted in Slovakia by a vast majority of the population, 
worshiping rankings (Gallup, 2009) place the country much higher than the notorious atheist 
Czech Republic. The Czech Republic scores 3rd most atheistic country in the world (Gallup, 
2012) while a vast majority of the Slovak population recognizes itself as Catholic. This could 
lead to the conclusion the Czech are more trusting than the Slovaks but further evidence would 
be needed as the practice of religion is low in both countries.  
 
Collectivism/Individualism. Who needs whom? Does the group needs the individual and 
therefore accepts its individuality, or the individual accepts to adapt to the groupôs requirement 
in order to keep harmony. In the Trompenaarsô profiles of the two cultures, Slovakia scores only 
56/44 at Individualism/Communitarianism, while the Czech Republic displays a much higher 
result with 90/10 (THT, 2016). Hofstede also ranks both countries as individualistic but with a 
smaller gap between then: 58 for the Czech Republic and 52 for Slovakia (Hofstede, 2016). 
Such results would indicate two cultures that tend to reward moderately individual initiative and 
achievement over consensus decision-making and a group work. However, the weight of 
history has to be taken into account here. Visitors to the countries capitals working in new 
industries are correct to expect an individualistic behaviour from their Czech and even Slovak 
hosts; however, the same visitors should expect more collectivistic attitudes in organizations 
with an old history, such as brown field factories or state bodies born in the Communist period.  
Another explanation from history can be found in Kolman et Al. (1999), who reviewed that 
inheritance traditions are used to justify the difference of industrial development. Because the 
Czechs used to have single heirs when the Slovaks shared inheritance between all children, 
the young Czechs used to go to the city to earn a living and this developed a stronger sense 
of individualism and also laid ground to modern industries. Today, the Czechs are not only more 
individualistic than the Slovak, they are also more relying on industry. 
 
Hierarchy is also called Power Distance in cross-cultural management (Hofstede, 1980). This 
is a simple concept to understand: some cultures enjoy hierarchical relationships among their 
members (at work, in the street, or at home), while others, more egalitarian, value equality. In 
this study, the authors observed both societies to be conservative as far as the roles of men 
and women are concerned This hierarchical propensity explains also why displaying oneôs 
status is seen as a way to get one's way.  
This is the biggest difference between the Czech and Slovak Republics according to the 
Hofstede study in power distance.  But this is subject to disagreement. It is worth mentioning 
both the PDI and MAS indexes available on the site of Geert Hofstede are for Slovakia is 100 
and only 57 for Czech Republic. In his edition of 2001, the ranking were 104 and 57. Were we 
to accept this data, the Czech should be moderately hierarchical (yet much higher than 
Germany, which is ranked até 35, and even Japan which is moderately hierarchical with 54), 
the Slovaks should be aiming for the stars with stellar ranking, displaying the highest (together 
with Malaysia) PDI in the world! Anyone accustomed with both cultures knows such a massive 
gap is absolute non-sense. 
However, regardless of Hofstede's score, it is clear that both countries are hierarchical. Top 
managers enjoy unquestioned power in organizations and the organizational culture of many 
companies is both hierarchical and relationship orientated, a combination called ñFamilyò by 
Trompenaars (1993). This strong respect for hierarchy has the negative effect of having 
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subordinates to pass off any responsibility to the next level of management, hence 
concentrating decision-making and power. 
 
Another cultural dimension linked to hierarchy is how groups accord status. According to 
Trompenaars (1993), Achieved status cultures give importance to past results, achievements 
or recent successes. Contrariwise, Ascribed cultures believe status depends on the intrinsic 
characteristics of the person, such as seniority, gender or social connections. In this analysis, 
a first ascertainment is that the use of titles in correspondence is very important in both 
countries. However, this would be misleading to conclude that Czech and Slovaks Republics 
be Ascribed today. Indeed, if ascription was the norm in communist Czechoslovakia, when the 
countries opened up, many national and foreign companies promoted young people to 
management positions based on their studies abroad, language skills and their 
competitiveness. The older generation was viewed as less ñexperiencedò managers because 
of their communist background. A new ambitious generation (sometimes dubbed ñyoung 
sharksò) has reached high positions in the hierarchical organizations and acquired strong status 
recognition. 
 
According to Hofstedeôs Masculinity index (Hofstede, 1980), the so-called ñFeminineò 
societies have a preference for resolving conflicts by compromise and negotiation, while in 
masculine countries there is a feeling that conflicts should be resolved in an assertive way. We 
are here again confronted with a statistical problem as country rankings present Czech 
Republic as a feminine country (MAS index is 57) compared to Slovakia who appears as 
extremely Masculine, with a score of 100! (Hofstedeôs site, 2016). Reasonably, those two 
countries cannot display such strong difference. However, other tools (TMC, 2015) rank the 
degree of cooperation vs. competition in both countries quite different? While the Czechs 
appear slightly cooperative, the Slovaks are more assertive and competitive. So, while MAS 
index is to be disregarded, a difference exists between the two cultures as far as assertiveness 
is concerned, the Slovaks displaying a more competitive attitude than the Czechs (TMA, 2015).  
 
When analyzing displays of emotions, statistically, both cultures belong to the middle group of 
countries in terms of assertiveness. It means individuals are not particularly aggressive in their 
relationships. We are in the presence of two cultures that do not favour emotional arguments 
over reason. Facts and figures will be more effective in convincing a counterpart than emotions. 
Shouting, weeping and the like are neither seen professional in the Czech Republic nor in the 
Slovak Republic. 
Practice, however, sheds light on some slight variations. For instance, the difference regarding 
displays of emotions between the Czechs and the Slovaks is more visible among team 
members or in the relationships between a superior and an employee. The Slovaks match their 
good working relationships with emotional openness more than the Czechs. It means that good 
working relationships are based on sharing positive or negative emotions being outside the 
scene of an official meeting or negotiations. 
For the even more neutral Czechs, the decision making process can be quite slow, where 
unhurried, methodical approach to analyse a project will be preferred over a sense of priority 
or the use of emotions.  
 
External vs. Internal locus of control concerns how much individuals believe they control their 
own lives. While both countries feel quite externally controlled (like most countries in the world), 
which means they believe external forces have a significant influence on their lives (Rotter, 
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1966), the religious aspect presented above would suggest the Slovaks to be even more 
externally controlled than the Czechs.  
However, the impact of religion is probably greatly overshadowed by the influence of history, 
namely being governed by the Communist regime for many years. During this period 
characterised by a strong centralization of all aspects of life, individuals took the habit of having 
an external force (the Communist party) deciding for them. To many of them, this was nonsense 
to fight for a different way. All aspects of economic and social life were controlled and planned 
by leading Communist party members and people could rarely decide themselves elements 
closely connected with their lives. This regime ended only 25 years ago and obviously its 
influence is still deeply rooted in peopleôs mind today.  
Another aspect of this seemingly difference between the two cultures has to with the ratio of 
the Slovaks and Czechs populating the late ĂCzechoslovakiañ. The ratio has always been 2 to 
1: The number of the Czech inhabitants was about 10 million while the Slovaks oscillated 
around 5 million. Having the seat of all governmental bodies in Prague (the capital of the Czech 
Republic} and being in majority, the Czech were naturally dominant in the country. On the other 
hand, the Slovaks had little chance to raise up their voice and consequently only agreed without 
any trial to change it. 
 
Many cultures require logical process and all details before reaching a conclusion. 
Representatives from those ñDeductiveò cultures are often at odds with colleagues from 
ñInductiveò cultures who need just enough information to justify a decision (Foster, 2000). In 
other words, should we first present a project from its conceptual, theoretical perspective, or 
by showcasing the desired results in the form of examples, models or a plan of implementation?  
Both cultures belong to moderately Deductive cultures (DFA, 2014), meaning that theory, 
processes and details are essentials to convince a counterparts. This coincides with a Neutral 
attitude towards emotions.  

 

4.2 Time-related cultural dimensions 

Time is a major element of cross-cultural management. Among the topics of interest within this 
category, the Past/Present/Future orientation of both countries is most instructive for this 
cultural review (Kluckholn, 1961). Even if a gap exists among generations (older ones tent to 
be nostalgic of the pasté everywhere!), both countries are usually considered ñPresentò 
oriented which means past events are of lesser importance than current aspects: Brand 
reputation, for instance, is likely to be more quality based than history-based.  
That being said, Slovakia may actually be more ñPresentò orientated than the Czech Republic. 
Indeed Slovaks tend to have discontinued many traditions established during ñCzechoslovakiaò 
and even do not celebrate historical events, which the Czechs do. One of the examples is 28th 
October (when Czechoslovakia was established) which is not a public holiday in Slovakia, 
unlike in the Czech Republic. 
The slight differences between the two countries may result from their recent historical and 
political development. After their ñvelvet divorceò, the Slovak Republic started to build its 
identity, values, symbols and institutions practically ex nihilo. While the Czech Republic 
preserved the flag and the anthem of former Czechoslovakia, the Slovak Republic came up 
with new national symbols. Also, the Czech Republic kept state organizations in the existing 
governmental buildings of the former Czechoslovakia while the Slovak Republic had to build a 
new parliamentary building. Thus, we could say that todayôs Slovakia derives its identity and 
values from recent economic and political achievements while the Czechs are more easily 
anchored in the past. 
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Another element of Time is whether cultures are short or long term orientated. This statistic 
reflects the degree to which a community encourages and rewards future-oriented behaviours, 
such as planning and delaying gratification.   
For instance, one could argue that buying versus renting residence could show some longer 
term orientation. Figures show a residential debt to disposable income of household ratio to be 
24,9% for the Czech Republic and 31,2% for Slovakia (EMF, 2012). Such finding could confirm 
Hofstedeôs Long Term Orientation index of 77 for Slovakia and 71 for Czech Republic as far as 
the gap between the cultures is concerned. However, observations show two short-term 
orientated cultures, despite Hofstede scoring both countries as Long term orientated: The 
mortgage ratio mentioned is the lowest in Europe after Slovenia. 
 
Time is also analysed as Monochronic versus Polychronic cultures (Hall, 1973). While 
Monochronic cultures view time in a linear manner with clear segmentation of task, 
polychronics tend to have a holistic understanding of time, where effectiveness is favoured 
over efficiency. This also influences oneôs punctuality, monochromic people being keen on 
being on time as a show of respect to their counterpartôs agenda. In this case, we may label 
cultures Fixed or Fluid towards their time orientation. For this analysis, both culture highly 
value punctuality and visitors counting on a Slavic influence are often surprised by the 
strictness the Czechs and Slovaks enforce timetables.  
Based on the authorsô experience, both countries see the other one as less fixed than self. The 
Slovaks consider the Czechs to be more relaxedé and vice versa! For instance, Slovaks match 
the Czech perception of time with the Czech word ñPohodaò which is difficult to translate. Some 
dictionaries use the words ñpeaceò or ñcontentmentò. However, the Czech understanding 
implies not being in a hurry, not being disturbed by others and enjoying relaxed approach to 
life. Yet, the Czechs still consider themselves to be more punctual than their Slovak neighbors.  

 

5 RESULTS 

The Figure 1 below shows a summary of the 14 cultural dimensions analysed in this research. 
This graphical representation clearly shows two cultures that share many characteristics.  
However several dimensions mark clear differences between those two countries: 
 

- The specific/Diffuse dimension 
- Individualism/ Collectivism 
- Neutral and Emotional display of emotions 
- Past/present orientation 

 
None of those cultural gaps are extreme, confirming the assumption those two countries share 
a definite cultural proximity. 
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Figure 1: Summary of cultural dimensions surveyed 

 

6 LIMITS AND RECOMMENDATIONS 

The rare available statistics for both countries let the in situ observations take much influence 
in this analysis. The authors were confronted with the lack of analysis available in the GLOBE 
project (which covers 62 countries) but also from the World Value Survey. The model of 
Hofstede is available but unreliable. Not only the scores of both countries have been estimated 
by the researcher, hence lacking any statistical backing, but its result is very questionable for 
Slovakia. It is worth mentioning both the PDI and MAS indexes available on the site of Geert 
Hofstede are for Slovak Republic is 100 and only 57 for Czech Republic. If the two countries 
display some differences, such statistical gap is unrealistic. Besides the similarity of results 
adds to the bewildering.  
The authors relied on other sources such as the IAP of Trompenaars Hampden-Turner, which 
is probably the most reliable data accessible. The authors also used the TMC and TMA cross-
cultural rankings but it is not possible to verify the academic solidity of those models even if the 
proposed answers are mostly in line with the authorsô observations and analysis. Therefore, 
further research based on quantitative analysis of behaviours of representatives of each 
cultures is suggested to reach a higher degree of differentiation.  

 

7 CONCLUSIONS 

This cross-cultural study reveals that the Czech and Slovak cultures have much more in 
common than they have differences. The long joint history of those countries is the first reason 
for it, followed by geographical and linguistics proximity. However, anyone involved in a cross-
cultural project between those two countries would be well advised to withhold a series of 
cultural gaps. Indeed, many cross-cultural negative experiences involved cultures often 
believed as ñquite similarò. The similarities being galore, oneôs tend to forget the remaining 
differences, till they are shockingly exposed to the individual.  
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A detailed analysis of 14 cultural dimensions, this research revealed key differences related to 
the dimensions of Particularism, Specific and Emotions display. The Czechs and the Slovaks 
themselves have identified those areas before by themselves. However, this study provides a 
useful academic confirmation to what could be seen as clich®s. The Czechs view the Slovaks 
as more relationships oriented and point out their more evident display of emotions during 
professional or private events. Vice-versa, the Slovaks expect their Czech colleagues to be 
more rule-driven, task orientated and more neutral with their emotions.  
While those differences are not considered an obstacle for doing business or working together, 
they need to be carefully taken into account when cooperating with Czech and Slovak cultures. 
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ABSTRACT 

This paper discusses how globalization brings in cultural change among consumers and why this 
phenomenon can be studied under the aegis of consumer acculturation. The discussion is initiated with 
the explanation of what globalization is and what factors entailing it bring in specific changes in consumer 
culture. This is followed by a brief introduction to culture and how its components form the base for 
consumer acculturation. How consumer acculturation manifested itself from the body of literature dealing 
with acculturation is also established. Subsequently, two comprehensive approaches to measure 
consumer acculturation - Acculturation to Global Consumer Culture (AGCC) approach and Acculturation 
of Consumer Culture (ACC) approach - are introduced. In comparison, contrast and critique of these 
approaches are presented. The final section of the paper discusses various propositions which could be 
incorporated to make the measurement of consumer acculturation more comprehensive and robust than 
what it is in its current form. It is proposed that both AGCC and ACC approaches should be simultaneously 
used to measure consumer acculturation. Also, the survey based process which both these approaches 
follow should be further supplemented with observational and in-depth interview mechanisms of data 
collection. Hence, an amalgamation of both quantitative and qualitative approaches of data collection is 
expected to be the ideal manner of comprehensively measuring consumer acculturation. 

 INTRODUCTION  

The increasing impact of globalization on consumer attitude and behavior has generated a lot 
of interest among the researchers world over. It has been ascertained that globalization 
enables diverse cultural groups to come into contact with one another leading to perceptual, 
attitudinal, or behavioral changes across almost all cultures around the world (Lee, 1993). 
Quoting many prominent researchers, Cleveland et al. (2009), claim that capitalism, global 
transport, communications, marketing and advertising, and transnational cosmopolitanism are 
interacting to dissolve the boundaries across national cultures. According to them, these forces 
of globalization are leading to the emergence of a homogeneous global consumption culture, 
wherein consumers from various countries would be more global than local in their 
consumption orientation. 
The above scenario is indicating towards the emergence of consumer acculturation, wherein 
consumers across the world are getting acculturated to follow a uniform consumer culture. If 
this is the case, then a pertinent question is how to measure the extent of consumer 
acculturation. What would be the pertinent factors which should be measured to ascertain the 
existence of consumer acculturation across various countries in the world? How should the 
identified factors of consumer acculturation be measured? How should a scale to measure 
consumer acculturation be designed so that it can be used among culturally different 
consumers without losing its reliability and validity? All these questions arise when an attempt 
is made to measure consumer acculturation. Extant literature also agrees that although many 
attempts have been made to create an all-encompassing construct for measuring consumer 
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acculturation, like a scale developed by Cleveland and Laroche (2007), called Acculturation to 
Global Consumer Culture (AGCC), there are still multiple short comings in the existing scales 
which need to be highlighted and addressed.  
This paper is an attempt to address the concerns raised above. Since, globalization is the 
antecedent which has led to consumer acculturation, the paper starts with a detailed discussion 
on the various aspects of globalization and how they impact the prevalence of consumer 
acculturation. This is followed by discussion and critical assessment of two prominent extant 
measurements of consumer acculturation. It highlights the drawbacks present in them and 
attempts to address these drawbacks. Through this approach, the paper attempts to outlay a 
discussion on a proposed approach which could enable development of a comprehensive scale 
for measurement of consumer acculturation.  

 UNDERSTANDING GLOBALIZATION AND CONSUMER ACCULTURATION 

2.1 Globalization 

The phenomenon of Globalization, as per the extant literature, is defined as bringing the people 
of the world closer to each other. Researchers like Appadurai (1990) see globalization as 
spread of five types of global flows, namely ï mediascapes, which is flow of image and 
communication; ethnoscapes, considered as flows of tourists, migrants and foreign students; 
ideoscapes, defined as flows of political ideas and ideologies; technoscapes, which is flow of 
technology and know-how and finally finanscapes, which comprises of flows of capital and 
money.  In his seminal article on globalization, Levitt (1984) argues that globalization is making 
consumersô world over óhomogenizedô, or similar in their needs and requirements. Hence, 
globalization seems to be changing the cultural fabric and patterns of a society as products, 
icons, lifestyles and rituals of one culture are being adopted by another (Craig and Douglas, 
2006). 

 

2.1.1 Cultural Change Being Brought by Globalization 

Over the last two decades, globalization has fostered a seismic shift in marketing activities 
across the world, especially in developing countries (Lysonski et al., 2012). Many researchers 
(like Craig et al., 2009 and Yaprak, 2008) have brought forth the consequent changes which 
globalization has brought on the extant local consumer culture. According to Venkatesh (1995), 
in the contemporary world, local cultures are changing quite rapidly because of the rising tide 
of consumerism brought by external (global) influences. Ger and Belk, (1996) assert that due 
to globalization, consumers in the developing countries are emulating the lifestyles and 
consumption patterns of consumers who live in economically developed countries. Hence, 
globalization seems to be leading to convergent customer needs and interests (Schuh, 2007) 
and to the emergence of a global consumer culture (Nijssen and Douglas, 2011). 
Witkowski (2005), quoting Barber (1995) and other researchers, states that ideas, values, 
products (foreign brands) and lifestyles which forces of globalization bring from rich countries, 
influence the developing countryôs culture. Many other researchers like Douglas and Craig 
(1997) and Craig and Doulas (2006), also support this argument by observing that cultural 
influences from across borders, in the form of products (foreign brands), services, media, 
lifestyles and behavior patterns of the consumers in other countries are creating multicultural 
populations in domestic markets and exposing consumers to alternative behaviors and wants, 
leading to changes in the traditional patterns of consumer culture and behavior. 
Similar arguments have been put forward by Baughn and Buchanan (2001). They state that 
negotiations surrounding important trade treaties include debates over cultural exceptions and 
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exemptions, reflecting the recognition of the power of trade to shape the local culture. It is 
feared that the imported cultural goods will displace the local culture (ibid).  This observation is 
supported by Klien (1999), who pointed out that brand names (read foreign brand names), in 
the form of embedded logos on clothing and other consumer goods, or conveyed through 
carefully targeted advertising campaigns, manipulate personal tastes. Hence the extant 
literature overwhelmingly supports the assertion that globalization brings cultural changes 
among the consumers in the local markets.  

 

2.2 Consumer Acculturation 

Since consumer acculturationôs base is culture, we have to first ascertain as to how is culture 
defined. An interesting observation pertaining to culture has been made by Adler (1983), she 
observes that in traditional anthropological studies as well as in comparative management 
research, the term culture has been defined in many ways and no single definition of culture is 
accepted by management researchers. However, Hofstedeós (1997) definition of culture has 
come to be one of the most cited definitions in literature. According to him culture is ï ñthe 
collective programming of the mind which distinguishes the members of one group or category 
of people from anotherò (Hofstede, 1997, p.5). Though leading researchers differ on the 
definition of culture, they all agree on the components of culture, which includes religion, family, 
communication, rites of passage, language, dress, dietary habits, leisure activities, society, 
attitude, behavior, basic beliefs and basic values (Baligh, 1994; Bhugra et al., 1999; Conway 
Dato-on, 2000; Khairullah and Khairullah, 1999; Khairullah et al., 1996; Pettys and Balgopal, 
1998). 
To understand the phenomenon of changing consumer culture, its proponents have extensively 
borrowed from the extant body of literature dealing with acculturation. According to Trimble 
(2003), the measures of acculturation could be used to measure cultural change because 
acculturation is synonymous with sociocultural change. 
Faber et al. (1987) defined acculturation as the adoption of the dominant culture's beliefs, 
attitudes, values, and behavior. Earlier for acculturation to occur, the contact aspect was limited 
to continuous first hand contact among individuals from different cultures (Redfield et al., 1936). 
Subsequent researchers (e.g. Andreasen, 1990; Craig et al., 2009; Gentry et al., 1995 and 
Steenkamp, 2001) broadened this definition and stated that even indirect exposure to foreign 
culture via media and commercial communication would transform the indigenous culture. 
Berry (1980), whose work on acculturation has been widely cited, also concurs with this view. 
He states that the contact between cultural groups can be either physical or symbolic and it 
can happen through "trade, invasion, enslavement, educational or missionary activity, or 
through telecommunications" (Berry, 1980, p. 11).  
Many researchers have studied acculturation from consumer behavior view-point and have 
brought forth interesting insights. For e.g., Chattaraman et al. (2010) observes that 
acculturation might lead to decrease in ethnic consumption and increase in mainstream 
cultureôs consumption. Such consumer behavior oriented approaches to acculturation have led 
to the development of the constructs like Consumer Acculturation.  
Consumer acculturation has been further divided into behavioral and attitudinal dimensions 
(Gentry et al., 1995; Gupta, 2013), with former dimension covering behavioral changes (e.g. 
changes in (language usage, dietary habits, dress, communication, leisure activities etc.) in the 
acculturating consumer and the latter dimension covering attitudinal changes (e.g. changes in 
basic beliefs, values, identity etc.). Many studies (Anderson, 2012; Gentry et al., 1995; Gupta, 
2013; Kim et al.,1999) concur with the view that attitudinal acculturation would occur more 
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slowly than behavioral acculturation as individuals acquire behaviors of the dominant group 
more rapidly than acquiring the dominant groupôs values/attitudes. 
 

 MEASURING CONSUMER ACCULTURATION 

In this section we discuss two approaches which measure consumer acculturation. The focus 
is restricted to these two approaches only as they encompass two of the prominent means of 
measuring acculturation in the contemporary literature. The first approach to measure 
consumer acculturation was developed by Cleveland and Laroche (2007). Their construct 
termed as Acculturation to Global Consumer Culture (AGCC) provides a holistic view on how 
consumer acculturation occurs among consumer. The second approach to measure consumer 
acculturation has been adopted by Gupta (2012, 2013). This measurement is called 
Acculturation of Consumer Culture (ACC), which measures the progress that a consumer 
makes from local consumer culture to global consumer culture due to the impact of 
globalization (Gupta, 2012).  

 

3.1 Comparison of Consumer Acculturation Measurement Approaches 

Cleveland and Larocheôs (2007) AGCC ñconsiders how individuals acquire the knowledge, 
skills and behaviors that are characteristic of a nascent and deterritorialized global consumer 
cultureò (Cleveland and Laroche, 2007, p. 252). They claim that an exhaustive review of the 
relevant social sciences literatures made them identify seven distinct drivers which lead to 
AGCC. These seven distinct drivers were: 
 

¶ Cosmopolitanism (COS) - willingness to engage with other cultures and having 
necessary skills to do so. 

¶ Exposure to marketing activities of MNC's (EXM) 

¶ Exposure to/use of the English language (ELU) 

¶ Social interactions, including travel, migration, and contacts with foreigners (SIN) 

¶ Global/foreign mass media exposure (GMM) 

¶ Openness to and desire to emulate global consumer culture (OPE) 

¶ Self-identification with global consumer culture (IDT) 
 

In contrast to Cleveland and Larocheôs (2007) approach to study ñhowò consumer acculturation 
occur, Guptaôs (2012, 2013) ACC approach to study consumer acculturation ñdeals with 
progress of consumer from local to global cultureò (Gupta, 2013, p. 26) on various components 
of culture, which he claims have been identified after exhaustive literature review. He further 
divides ACC into behavioral and attitudinal dimensions. The cultural components used by him 
are: 

¶ For behavioral dimension, cultural components used are: 
o Language preferred 
o Language actually spoken 
o Music preference 
o Movies/TV program preference 
o Food preference at home 
o Food preference outside 
o Attire preference 
o Reading language preference 
o Writing language preference 
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o Behavior with respect to celebration of festivals 
 

¶ For attitudinal dimension, cultural components used are: 
o Self-identity  
o Personal Value 

 
The following table (Table 1) compares and contrasts both these approaches on 21 parameters 
identified by the author: 

Table 1. Comparison of AGCC vis-a-vis ACC 

S. No. Parameter AGCC ACC 

1 What the Scale 

Measures? 

How individuals acquire 

global consumer culture 

To what extant has progress been 

made from local to global 

consumer culture 

2 Data Collection 

Approach 

Survey-based Survey-based 

3 Items in the Scale 64 13 

4 Multiple Items Measure 

Same Aspect 

Yes No 

5 Response Elicited on 7-point Likert scale 5-point Likert óTypeô scale 

6 Scale Development 

Process 

Literature review + empirical 

analysis 

Literature review + empirical 

analysis 

7 Communication 

Preference 

Measured (But restricted to usage 

of English only) 

Measured (In terms of native vs. 

foreign language) 

8 Music Preference Measured (But restricted to 

English only) 

Measured (In terms of native vs. 

foreign music) 

9 Movie Preference Measured (But restricted to 

English only) 

Measured (In terms of native vs. 

foreign movies) 

10 TV Program Preference Measured (But restricted to 

English only) 

Not Measured 

11 Reading Preference Measured (But restricted to 

English only) 

Measured (In terms of native vs. 

foreign language) 

12 Writing Preference Not Measured Measured (In terms of native vs. 

foreign language) 

13 Dressing Preference  Measured (But restricted to 

American way of dressing only) 

Measured (In terms of native vs. 

foreign attire) 

14 Preference for Foreign 

Travel 

Measured Not Measured 

15 Exposure to Foreign 

Brands and Ads 

Measured Not Measured 
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16 Cosmopolitanism Measured Not Measured 

17 Dietary Preference Measured Measured 

18 Emulation of consumer 

lifestyles in developed 

countries 

Measured Not Measured 

19 Ethnic Identity Not Measured Measured 

20 Celebration of Native vs. 

Foreign Festivals 

Not Measured Measured 

21 Belief in Native vs. 

Foreign Values 

Not Measured Measured 

 

 

3.2 Proposed Holistic Approach to Measure Consumer Acculturation 

It may be concluded from table 1 that both these approaches assess two different dimensions 
related to consumer acculturation, while the former attempts to assess how it occurs, the latter 
assesses to what extent is it prevalent. For a multidimensional and complex phenomenon like 
consumer acculturation, understanding of both these dimensions are equally important. Hence, 
to assess consumer acculturation comprehensively, it is proposed that both these approaches 
should be used simultaneously to assess this phenomenon. However, care has to be taken to 
prevent repetition of certain dimensions which are present in both the approaches, e.g. dietary 
preference (please refer to table 1 for details), to avoid presence of redundant aspects in this 
proposed cumulative approach. 
Also, some pertinent shortcomings of each of the two approaches, e.g. length of AGCC scale 
due to presence of many repetitive and redundant items, and very limited number of 
components measured in the attitudinal dimension of ACC scale needs to be addressed. 
Researches can explore the usage of truncated version of AGCC scale as proposed by 
Durvasula and Lysonski (2015). However, care has to be taken as this truncated version has 
been criticized too. Few components like ethnocentric tendencies and assertion of ethnic 
identity can be included in the attitudinal dimension of ACC scale. 
A major critiques for both these approaches is that they are both exclusively survey based 
approach and hence are prone to shortcomings which any survey based approach faces like 
incorrect responses, biased responses, lack of clear understanding of what is being asked etc. 
Though every scale developed to measure anything is prone to this critique, in case of 
consumer acculturation, it can be mitigated by adding observational and in-depth interview 
related dimensions to the aforementioned approaches. 
Observational dimension would entail that besides eliciting responses from the consumers, 
their brand consumption and generic overall behavior is also observed and noted by the 
researcher. This has to be supplemented by a short in-depth interview round wherein the 
surveyor would ask few open-ended questions which are designed to capture the reason for 
the respondentôs survey response as well as the observed behavior. Hence an amalgamation 
of quantitative and qualitative approach to comprehensively measure consumer acculturation 
is recommended.  
A major limitation of this approach is that it would be a time consuming exercise for each 
respondent and it requires personal interaction between the researcher and the respondent. 
However, to generate a holistic understanding of such a complex phenomenon like consumer 
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acculturation, such approach is the only way out. Any mitigation to the proposed approach will 
produce lop-sided results. 
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ABSTRACT 

Nowadays advertising clutter in almost all media is forcing advertisers to use offensive and provocative 
appeals in ads. However, the various techniques used in such advertising, as well as effects of these ads, 
have not been adequately studied, especially when adapting advertising on the global market. 
The perception of offensive advertising varies according to different parameters: gender, age, social 
class, religion, etc. In particular, an important role in the perception is played by national and cultural 
traditions and features. In the study there is the comparative analysis of the perception of offensive 
advertising young people of different nationalities: attitude towards ads, techniques and brands. 

 

1 INTRODUCTION 

The global advertising market is estimated at nearly USD 550 billion in 2015 and continues to 
grow, despite the financial crisis, due to the emergence of new media and the development of 
new markets (Global Advertising Growth (2006-2019)).  
Advertising noise in the developed markets is very high, for example, in Russia only through 
the TV people contact with more than 500 ads per week. Of course, this situation may reduce 
the effectiveness of each individual advertising message, and media planners are learning to 
deal with it: it is possible to increase quantity of ads and budgets; it is possible to search for 
new channels of communication, and search for points of growth efficiency in the content of 
the advertising message. 
Some basic approaches can be distinguished when planning advertising campaigns on global 
markets: 
 

(1) Advertising messages are standardized (universal) for all markets (countries), it is the 
only element in the text adaptation (translated). An example is the manufacturers of 
cosmetics and cars. Obviously, this reduces the costs, but such advertising is not always 
clearly understood by consumers on a rational level.  

(2) The advertising idea is universal, but in some regional markets a different message is 
produced, which takes into account some features of the region. The most of it is about 
the people appearing in the message. As an example, it can be specifying the 
McDonald's, which adapts posts by filming people of a certain race. It is obvious that the 
advertising idea may be universal only when it is perceived equally by all cultures. For 
example, family values, good humor, joy and smiles, etc.  

(3) Advertising messages are unique, fully adapted to the particular market. In this case, of 
course, it is a question of increasing the budget for the production of advertising and 
more attention to the creative component. Sometimes advertisers use in their campaigns 
some provocation, a challenge to the society. In this case, probably, standardization is 
impossible, because such effects can be perceived in different ways in different cultures. 
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In the study, researchers tried to show that there is not only positive, socially acceptable, but 
also negative, insulting content of advertising messages that is equally perceived in different 
national cultures and attitudes towards it depend on the socio-demographic characteristics of 
consumers (gender, age, life stage). If the repulsive, provocative, abusive ads are desired then 
the same can be standardized for different national cultures. 
The hypotheses that have been put forward: 

(1) Emotional perception of advertising depends on the socio-demographic 
characteristics. 

(2) It is possible to standardize the disgusting advertisement for different national cultures.  

(3) If the advertising causes more negative emotions (in the aggregate), the attitude 
towards the brand is getting worse. 

The objective of the study is to reveal the emotional attitude towards different advertising 
contents in different national cultural, social and demographic groups.  
The study examined two aspects of offensive advertisements of the three, according Phau and 
Prendergast (Phau and Prendergast, 2001): 

(1) emotional attitude to the style, the manner of supplying offensive advertisements 
(manner), 

(2) in what communications channels it is permissible to place such advertising (media). 

In the study researchers did not investigate the question insulting advertising items (matter): 
objects, according to the consumer, are offensive for advertising (e.g., female hygiene 
products). In addition, there are advertising items (e.g., HIV / AIDS prevention) for which the 
offensive advertising fits more than any other (Darren, Frankerberger, Manchanda, 2003). 
  

2 EMOTIONS AND OFFENSIVE ADVERTISING 

There are different terms for the advertising that causes negative emotions. The term 
çoffensiveè is selected based on the analysis of several publications, although there are other 
terms such as, "disgust" (Dens, Pelsmacker, Janssens, 2008), "shock advertising or 
shockvertising" (Darren, Frankerberger, Manchanda, 2003) for such advertising. The most 
used term is ñoffensiveò. In the questionnaire of the study, researchers used the term "offensive 
and provocative advertising". 
A lot of attention has been paid to the study of cross cultural aspects of perception the offensive 
advertising (An, Kim, 2008), (Chan, Diehl, Terlutter, 2007), (Waller, Deshpande, Erdogan, 
2013). 
One of the hypotheses about the increasing volumes of offensive advertising is the belief that 
any advertising in the first place should be emotional. 
The people, in addition to the visual memory have very stable emotional memory, which works 
on the principle of "pleasant - unpleasant, like - not like it." It was found that emotional memory 
is much stronger than other types of memory, affects the decision-making, that is, the buying 
behavior. It is manifested in the emotional form there are numerous individual differences of 
potential consumers. Any promotional video is not just information, it is a few emotionally 
charged minutes, personally experienced by man at the time of viewing. 
An emotional advertising does not act according to the formula AIDA (Attention, Interest, 
Desire, Action). On the one hand, advertisers seek above all for using positive emotions to 
attract attention, it turns out an overabundance of "positive" advertising. On the other hand, the 
increasing volumes are not emotional, "unleavened", advertising, created on the principle of 
"do no harm". In these circumstances, the advertiser   refers to "negative" emotions. 
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Increasing volumes of offensive advertising and Internet trading changes the AIDA formula to 
AISAS (Attention, Interest, Searches for information, Action, after which information is Shared 

with others) (Dentsu, 2004) or AIDAS (AIDA and S - Share) and even AISDA. According to the 
AIDAS authors of the article assume, that after buying goods and obtaining satisfaction, the 
buyer is to share information about it with their friends, relatives, colleagues, etc. According to 
the AISDA communication çShareè comes before the consumption of the goods. Advertising 
itself cause a desire to share it with their friends, relatives, colleagues, etc. The Internet Society 
to do this is quite simple. And, probably, offensive ads cause this desire to a greater extent 
than positive ads, because offensive ads ñshowierò. 
Of course, it is not a fact that the offensive advertising leads to Desire and Action. In the study, 
researchers ask respondents about their attitudes to the brand before and after seeing the 
offensive advertising. But, as it was said above, different people may have different perception 
of offensive advertising. In terms of total (virus) spread offensive advertising: who seen ad can 
find enough people for who this ad is not very provocative, perhaps, rather funny, and will 
encourage them to buy. Authors also assume that the positive advertisement is less the nature 
of the spread of viral and worse working formula AISDA. Thus offensive advertising by total 
distribution over the Internet and ambiguous effects on the different socio-demographic groups 
has a greater effect of the plan to purchase than positive ads. 
The fact that to "wash away" the bad reputation is very difficult, and people remember the bad 
longer than the good, is opposed to the total use of offensive advertising. 
Researchers have built the study of perception of advertising images in video and print ads in 
two classifications of emotions. Paul Ekman highlights 7 basic emotions: Happiness, Sadness, 
Fear, Surprise, Anger, Disgust, Contempt (O'Carroll E., 2014). Carroll Izard described 12 
discrete emotions: Interest, Joy, Surprise, Sadness, Anger, Disgust, Contempt, Self-Hostility, 
Fear, Shame, Shyness, and Guilt (Izard, Libero, Putnam, Haynes, 1993). For the most part 
researchers focused on the scale of emotions by Carroll Izard. 
It is not the fact that the offensive advertising will only cause negative emotions among 
representatives of different national cultures and socio-demographic groups, so for research 
purposes, researchers used 3 positive (Joy / Fun / Happiness, Interest, Surprise) and three 
negative emotions (Disgust, Anger, Shame) (Table 1). Similar statements were used for print 
advertising. 
After watching the commercials on YouTube the respondent had to classify each of the 
statements (Table 1) on the scale from 1 (completely disagree) to 6 (completely agree). This 
scale does not allow the respondent to take a middle position, to avoid a clear expression of 
emotions (Malhotra, 2010). Perhaps it is better to explore the emotional impact on the reaction 
on people's faces (O'Carroll E., 2014), but the anonymous study has its advantages - the 
respondent is not trying to hide his emotions. 
In addition, the offensive advertising is often a combination of positive and negative emotions 
(seems to be disgusting but funny). The final criterion whether decent or not decent advertising 
is to consider opinion of respondent as to whether it is possible to display ad and where. 
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Table 1.  Emotion in the questions about video ads 

Question Emotion 

I had fun and was happy to look at Joy/Fun/Happiness 

I was surprised Surprise 

It was interesting for me Interest 

It's disgusting. I feel natural revulsion Disgust 

I was ashamed. It's a public disgrace - to show this ad Shame 

I was really angry. I was furious Anger 

 

 

3 RESEARCH 

3.1 Questionnaire 

Primary data collection was carried out with the help of typeform.com service (questionnaire is 
posted on https://tixan.typeform.com/to/g14mTR).  
As socio-demographic factors were used: gender; age; Life Stage; country of residence; 
nationality; religion. 
Next, respondents were asked to evaluate their attitude to a particular brand (Axe, Skittles, 
Mentos, Samsung, New Yorker, Dove, Sysley, Dolce & Gabbana, McDonald's). Then they can 
see the video ads (Axe, Skittles, Mentos, Samsung, New Yorker) and see posters (Dove, 
Sysley, Dolce & Gabbana, McDonald's) and to assess its consent on 6 statements expressing 
positive and negative emotions. 
After this, respondents were asked about the attitude towards the brand again (after contact 
with advertising). Next they chose the brand offered from certain product categories with the 
intention to make a purchase: the choice of represented brand from advertising, its competitor 
and the option "Other". 
Finally, respondents expressed their opinion on what the media could be used for 
demonstration of such advertising. 
Table 2 shows the brand, the short name (content) of advertising and why (direction, subject), 
in our opinion, this ad is offensive (see ads on https://tixan.typeform.com/to/g14mTR). 
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Table 2.  Brands, ads and offensiveness 

Brand 
Short name (content)  

of advertising 
Offensiveness 

Axe Angels Religion 

Skittles ñSkittlespoxò  Mockery of teenagers 

Mentos Freezing man Torture 

Samsung Robohusband Sexism 

New Yorker Old Lovelace Mockery of old age 

Dove Washed black woman Racism  

Sysley The brand is like a drug Drug promotion 

Dolce & Gabbana 
Many men and women  

on the floor 
Sexism 

McDonald's Bun - chest 
Mockery of young  

children 

 

3.2 Answers and opinions 

The survey is currently ongoing, so in this article we present the preliminary results and some 
conclusions that are already available. After working with outliers and extremes the sample 
size is 193 respondents, so maximum error of research is 7% with 95% probability. In this case 
a certain number of respondentsô categories were estimated separately on significant level: 

- gender (male female); 
- life stage (16-34 years, not married, no children, live with parents; 16-34 years, not 

married, no children, live separately from parents); 
- region (Western Europe; Eastern Europe); 
- religion (Christians; Atheists). 

Cronbachôs alpha was used as an estimate of the reliability of a test (scale). The value is equal 
to 0.81, so internal consistently can be classified as good. 
Consider the results of the study on changes in attitudes towards the brand after viewing the 
advertisement. The H0 hypothesis is: it estimates the attitude towards a brand before and after 
viewing the ad does not differ. T-test for dependent variables (two-tailed) was used to verify 
the hypothesis (theoretical value of t (Student) with p-level 0.05 is 1.97). 
The results for each ad are presented in table 3. H0 is accepted for two cases (Axe and New 
Yorker). In other cases, the difference between means is significant.  
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Table 3. The change of attitude 
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Attitude before 3.14 3.99 4.00 4.35 3.00 4.19 3.03 3.78 3.30 

Attitude after 3.17 3.38 3.27 3.89 2.88 3.88 2.06 3.37 2.65 

t-value 0.53 7.76 7.42 5.59 1.20 3.72 9.51 4.92 7.40 

 

The results for the answer about media for display ads are presented in table 4. The mode was 
chosen as an estimate in this case. It can be noted that the advertisement with the ñBun ï 
chestò (McDonald's) should not be shown at all. Atheists are more tolerant from the point of 
view of public acceptability. Mockery of old age and drug promotion as appeals has differences 
in chosen media by respondentsô categories. 
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Table 4.  Media for display ads 
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T-test for independent variables (two sided) with separate variance was used to verify the 
following hypothesis: there are no differences in the attitude towards the brand after viewing 
an ad between respondentsó categories based on cross-cultural and socio-demographic 
characteristics (the significant level was fixed at 0.05). The cases where the hypothesis is 
rejected are highlighted in the table. The significant differences are mostly based on gender 
and religion characteristics but not recognized for the country.  

Table 5.  Difference between respondentsó categories (p-level values) 
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Religion 0.31 0.33 0,76 0,01 

Mockery of 
teenagers 0.89 0.42 0.18 0,06 

Torture 0.04 0.93 0,62 0,13 

Sexism 0.75 0.77 0,60 0.73 

Mockery of old 
age 0.12 0,67 0,52 0,72 

Racism 0.03 0.81 0,61 0,67 

Drug 
promotion 0.03 0.02 0,95 0.00 

Sexism 0.03 0.68 0,55 0,01 

Mockery of 
young  
children 0,69 0.53 0,98 0.91 
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Figure 1. The estimates of emotions and % of choosing brands 

 
Figure 1 presents the average scores of positive and negative emotional scale and answers to 
the question about choosing a brand from ad when buying the product category (size of 
bubbles). It is noticeable that the upper right quadrant is empty, there are no brands, advertising 
which has caused both positive and negative emotions above mean, but the reverse situation 
is typical for the brand New Yorker. Despite the high negative ratings of the advertisement, the 
respondents are ready to buy food in McDonald's, but the positive assessment of the 
advertising Axe, does not help a large percentage of its purchase. 

 

3.3 Conclusions 

After making calculations and comparison of ratings by different categories of respondents, 
researchers can draw the following conclusions. 
 

(1) Attitude towards the brand became better or did not changed just in two cases: Axe 
and New Yorker. In the other cases, the attitude became more negative, especially for 
brands Sysley and McDonaldôs. 

(2) Despite the positive emotions caused by the ad, the attitude towards the brand may 
deteriorate. 

(3) Respondents tend to avoid extreme rates: there is only a little number of mean values 
less than 2 and more than 5. 

(4) The biggest negative emotions were caused by the following ads: Mentos (anger), 
Sysley (shame, disgust) and McDonaldsôs (shame, anger). In the first two cases 
respondents allowed to show such ads (for brand Sysley just some categories of 
respondents), but the ad of the brand McDonaldôs may not be on display anywhere. It 
talks about the greatest opposition to the use in advertising of children, regardless of 
socio-demographic and cross-cultural differences.  
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(5) The ratings of religious people and the atheists on positive emotions are often the 
same, but Christians rate negative emotions in a more uncompromising way. There 
are also differences between residents of Eastern and Western Europe: the first give 
more negative ratings of negative emotions; the second ï higher in positive. The same 
differences were found between men and women. Significant differences between 
people of different life stages have not been identified. We can only say that people 
living separately from their parents permit a large number of media for offensive ads. 

(6) We can say that all hypotheses formulated in the beginning of the article, are 
confirmed. For example the ad of Mentos with torture was differently rated by men and 
women like a disgust ad. D&G ad was rated in the same way by respondents from 
other parts of Europe. Mockery of people can be standardized as advertising appeal 
on global market. 
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ABSTRACT 

The Transatlantic Trade and Investment Partnership (TTIP) is a free trade agreement presently being 
negotiated between the European Union and the United States. It started in July 2013 and the 12th round 
of the TTIP was held in Brussels on 22-26 February 2016. The TTIP aims at removing trade barriers in a 
wide range of economic sectors to make it easier to buy and sell goods and services between the EU and 
the U.S. This paper aims to conduct a quantitative assessment of the potential economic effects of the 
TTIP on the economies of its members and its non-members using a global multi-sector computable 
general equilibrium (CGE) model in combination with empirical evidence from Austrian B2B firms. The 
simulation results of the policy scenario of the TTIP are presented in terms of real GDP, total exports and 
imports, trade balance, bilateral trade, industry output of all 27 regions considered in this study, and 
employment by sector of only Austria and Germany. In addition, this paper provides a comparative 
analysis of what Austrian companies know about the TTIP, what benefits and risks they expect from it 
based on the regular barometer for which 76 Austrian companies have been interviewed.  

 INTRODUCTION 

The Transatlantic Trade and Investment Partnership (TTIP) is a free trade agreement (FTA) 
currently being negotiated between the European Union (EU) and the United States (U.S.). 
The European Councilôs decision on negotiating directives of 14 June 2013 allowed the 
European Commission to start negotiations on the TTIP with the U.S. The first round was held 
in Washington, D.C. on 7-12 July 2013 (European Commission, 2013a). The European 
Commission and the United States Trade Representative (USTR) have had 12 rounds of 
negotiations since then. The 12th negotiation round of the TTIP was held in Brussels on 22-26 
February 2016 (European Commission, 2016). The EU and the U.S. are in the process of 
negotiations so that the TTIP can be an ambitious, comprehensive, and high-standard trade 
and investment agreement that offers significant benefits in terms of promoting its international 
competitiveness, jobs, and growth (USTR, 2013). 
The TTIP consists of 24 chapters that can be classified into 3 parts, namely, market access, 
regulatory cooperation and rules. The part on market access includes 4 chapters, i.e. trade in 
goods and customs duties, services, public procurement, and rule of origin. The part on 
regulatory cooperation includes 12 chapters, i.e. regulatory coherence, technical barriers to 
trade (TBTs), food safety and animal and plant health, chemicals, cosmetics, engineering 
products, information and communication technologies, medical devices, pesticides, 
pharmaceuticals, textiles, and vehicles. The part on rules includes 8 chapters, i.e. sustainable 
development, energy and raw materials, customs and trade facilitation, small and medium-
sized enterprises, investment protection and investor-state dispute settlement, state-state 
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dispute settlement, competition policy, and intellectual property rights and geographical 
indications (European Commission, 2015). 
In other words, the TTIP aims to increase trade and investment between two parties by 
removing trade barriers in a wide range of economic sectors to make it easier to buy and sell 
goods and services between them. On top of cutting tariffs across all sectors, the EU and the 
U.S. want to tackle barriers behind the customs border which includes differences in technical 
regulations, standards and approval procedures. The TTIP negotiations also deal with opening 
both markets for services, investment, and public procurement. Therefore, it is expected that it 
could also shape global rules on trade.  
The TTIP would be the biggest bilateral trade deal ever negotiated. The EU and the U.S. 
economies account together for about half of the entire worldôs GDP and nearly a third of world 
trade flows (European Commission, 2014). As of 2013, the EU is the largest trading partner of 
the U.S. whose trade of ú502.9 billion with the EU accounts for 16.9% of U.S. total trade of 
ú2.97 trillion. The U.S. is the most important trading partner of the EU whose trade worth ú484.4 
billion with the U.S. accounts for 14.2% of EUôs total trade of ú3.42 trillion. 
The EU and the U.S. are the largest host and source of each otherôs foreign direct investment. 
At the end of 2012, the U.S. was the biggest host of EU outward FDI stocks, with ú1,655 billion 
or 32% of total stocks held by the EU27 in the rest of the world, and the most important source 
of EU inward FDI stocks, with ú1,536 billion or 39% of total stocks held by the rest of the world 
in the EU27 (Eurostat, 2013). 
The TTIP is estimated to create jobs and growth by delivering better access to the EU and U.S. 
markets, achieving greater regulatory compatibility between the EU and the U.S., and paving 
the way for setting global standards (Francois, Manchin, Norberg, Pindyuk and Tomberger, 
2013). It is predicted to boost the EUôs economy by ú119 billion, the U.S. economy by ú90 
billion, and the rest of the economy by ú100 billion. This means that the advantages of the TTIP 
will not just be limited to the EU and the U.S. It is because the increased trade between the EU 
and the U.S. as a result of the TTIP will raise demand for raw materials, components and inputs 
produced in other countries. In total, the global economy is forecasted to grow by an extra ú100 
billion as a result of the increase in transatlantic trade (Francois et al., 2013). 
According to Francois et al. (2013), the EU as a whole will benefit from the TTIP. Does it mean 
that all member states of the EU will gain from the TTIP? To what extent will they be affected 
by it? Will, for example, Austria and Germany gain? If yes, to what extent? Will all non-members 
of the TTIP gain? Who will be winners and who will be losers? And to what extent? 
This paper aims to answer these questions by assessing the potential economic effects of the 
TTIP on the member states of the EU and the U.S. as well as non-members of the TTIP using 
a global multi-sector Computable General Equilibrium (CGE) model. 
The remainder of this paper is organized as follows. Section II provides a short description of 
the CGE model and the data used in this study. Section III examines scenarios of the TTIP, 
and Section IV discusses the simulation results. Section V adds empirical evidence on how 
Austrian companies perceive positive and negative effects of TTIP. Finally, Section VI 
concludes with some remarks. 
 

 THE CGE MODEL AND DATA 

To quantify the potential economic impacts of the TTIP, a global multi-sector computable 
general equilibrium (CGE) model is used. A CGE model is based on a general equilibrium 
theory developed by Nobel laureates, Paul Samuelson, Kenneth Arrow and G®rard Debreu, 
which is rooted in Tableau ®conomique of Franois Quesnay (1758) and El®ments d'®conomie 
politique pure of Leon Walras (1874). A CGE model can be defined as a system of non-linear 
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simultaneous equations describing the constrained optimization of behaviors of economic 
agents, such as producers, consumers, exporters, importers, savers, investors, and the 
government (Ko, 1993). A CGE model is a combination of theory, data and programming, 
based on a general equilibrium theory, not a partial equilibrium theory. General equilibrium 
theory deals with existence, stability and uniqueness of a solution to a simultaneous equation 
system.  
The static aspects of the CGE model used in this study is neoclassical in spirit and is part of a 
long tradition of models that have been widely used to analyze the impact of global trade 
liberalization and structural adjustment programs. The earliest world CGE models were 
developed by Whally (1985) and Dearforff and Stern (1990) to analyze the impact of the Tokyo 
Round of GATT negotiations. The model used in this study applies Whally (1985) to 
endogenize all regions including the rest of the world and incorporates the macroeconomic 
specifications from Devarajan, Lewis and Robinson (1990), Ko (1993) and Hertel (1997). 
Figure 1 shows the structure of the CGE model used in this study1. 
 

 

 
Figure 1. Structure of the CGE Model 

 
The CGE model has solid micro-foundations that are theoretically transparent. Each regional 
economy includes economic actors, such as a representative household, producers and the 
government. It is assumed that a representative household receives factor income from firms, 
collects all kinds of taxes, demands goods and services, and saves in order to maximize its 
utility according to a Cobb-Douglas utility function. 
Producers are assumed to maximize profits by purchasing intermediate inputs and primary 
factors of production such as skilled labor, unskilled labor, capital, land, and natural resources 

                                                           
1 See Appendix for a mathematical description of the CGE model used in this study. 
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and supplying output to both domestic and world markets in response to market prices in 
commodity and factor markets via a Constant Elasticity of Transformation (CET) function. 
Production structures are represented by nested production functions consisting of Cobb-
Douglas and Constant Elasticity of Substitution (CES) functions.  
The government purchases domestic and imported goods and services, based on a Cobb-
Douglas aggregation function. 
Perfect competition, therefore, constant returns to scale, is assumed in production, while 
imperfect substitution in goods and services between home and abroad and imperfect 
substitution among different origins of economies are assumed by Armington-approach 
(Armington, 1969), which is one explanation of two-way trade in the same product category, 
but originating from different nations. Since traded and non-tradable goods are assumed to be 
distinct and imperfect substitutes by sector, changes in relative world market prices are only 
partially transmitted to domestic markets. Thus, the model incorporates a realistic degree of 
insulation of domestic commodity markets from world markets. 
Within each region, the model solves for commodity and factor prices that equate demand and 
supply in all commodity and factor markets. The model also solves for world prices, equating 
demand for imports and supply of exports by sector across the world economy. 
The model was calibrated on the GTAP version 9 data base2 released in May 2015 
(Narayanan, Aguiar and McDougall, 2015). The GTAP version 9 data base includes 140 
regions, 57 sectors and 5 primary factors of production. For the purpose of this paper, 140 
regions and 57 sectors are aggregated into 27 regions and 15 sectors, respectively, as shown 
in Tables 1 and 2. In particular, 28 member states of the EU are aggregated into 16 
countries/regions. The 5 primary factors of production include skilled labor, unskilled labor, 
capital, land, and natural resources. 
 

 SCENARIO FOR TTIP 

In order to simulate the impact of the TTIP, two different sets of scenarios were considered in 
this study, namely, baseline scenarios (without the TTIP) and policy scenarios (with the TTIP). 
The baseline scenarios provide a picture of what the economies concerned are expected to 
look like without the TTIP, while the policy scenarios are used to examine the effect of the TTIP. 
The difference between the baseline scenarios and the policy scenarios shows the impact of 
the TTIP.  
Baseline scenarios include some FTAs that the EU and the U.S. have implemented3. Since the 
CGE model used for this paper is a static one, policy scenarios are conducted using updated 
data that were generated from running the baseline scenarios. In other words, the first baseline 
scenarios are analyzed and then policy scenarios are conducted using the updated data 
generated from the baseline scenarios. 
For the policy scenario4, it was assumed that the EU and the U.S. cut their tariffs on all imports 
from each other by 100%.  
 
 

 

 

 

                                                           
2 Koreaôs dataset of GTAP version 9 data base was contributed by the first author of this paper. 
3 A description of baseline scenarios is skipped due to a limited number of pages for this paper. 

4 In this paper, only one policy scenario is assumed. However, the consideration of trade liberalization in services, reduction of 
restrictions on foreign direct investment (FDI) and public procurement remains as future study.  
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 SIMULATION RESULTS 

The simulation results of the policy scenario of the TTIP are presented in terms of real GDP, 
total exports and imports, trade balance, bilateral trade, industry output, and employment by 
sector. 
Table 3 shows the impact of the TTIP on real GDP of all 27 regions considered in this study. 
Except for Hungary and Poland, all member states of the EU are predicted to gain in terms of 
real GDP.  
For example, Austria and Germany gain an additional increase in real GDP of 0.011% and 
0.017%, respectively from the TTIP, while the real GDP of Hungary and Poland falls by 0.005% 
and 0.003%, respectively. 
As a partner of the TTIP, the U.S. gains an additional increase in real GDP of 0.007%. All non-
members of the TTIP are predicted to lose in terms of real GDP except the former Soviet Union. 
The potential economic impacts of the TTIP on its non-members depend on the net effects of 
trade creation and diversion5. The TTIP will be a trade-creating block to both parties of the TTIP 
and the former Soviet Union, while it will be a trade-diverting block to all non-members except 
the former Soviet Union. 
Table 4 shows the impact of the TTIP on total exports6, total imports7 and trade balance. Some 
of the EU member states are predicted to run trade surplus but some member states are to run 
trade deficit as a result of the TTIP. For example, Austria is to run an additional trade surplus 
of US$ 8, while Germany is to run an additional trade deficit of US$ 424. Italy, UK and Ireland 
are to run trade deficits. The U.S. is also to run an additional trade deficit of US$ 10.7 billion. 
However, these trade deficits will not negatively affect their economic performance. The EU 
member states8, with the exception of Hungary and Poland, and the U.S. will import more 
intermediate goods and services at lower prices which can be used to produce other goods 
and services, leading to a higher production and a higher GDP. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                           
5 Trade creation occurs when some domestic production in a member nation of the TTIP is replaced by lower-cost imports from another 
member nation of the TTIP. Trade creation increases the welfare of member nations of the TTIP because it leads to greater 
specialization in production based on comparative advantage. A trade-creating TTIP also increases the welfare of its non-members 
because some of the increase in its real income from greater specialization in production spills over into increased imports from its non-
members. Trade diversion occurs when lower-cost imports from non-members of the TTIP are replaced by higher-cost imports from a 
member nation of the TTIP. Trade diversion reduces welfare because it shifts production from more efficient producers outside the 
TTIP to less efficient producers inside the TTIP. Thus, trade diversion worsens the international allocation of resources and shifts 
production away from comparative advantage. 
6 Exports are evaluated at free on board (FOB) prices. 
7 Imports are evaluated at cost, insurance and freight (CIF) prices. 
8 The total exports of the EU as a whole are to increase by $16,971 million and its total imports are to rise by $17,267, with a trade 
deficit of $296 million.  
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Table 3. Impact of TTIP on real GDP 

 

Region % change US$ million 

1 Austria 0.011 44.6 

2 Germany 0.017 614.8 

3 Italy 0.011 241.8 

4 France 0.008 220.3 

5 UKIrl 0.021 576.0 

6 Hungary -0.005 -6.3 

7 CzechRep 0.004 8.9 

8 Slovakia 0.000 0.4 

9 Slovenia 0.013 6.4 

10 Poland -0.003 -17.2 

11 BeDnLuNl 0.013 221.6 

12 FinSwe 0.005 39.6 

13 EspPrt 0.015 248.8 

14 CyGrMlCr 0.010 39.2 

15 EstLvaLtu 0.010 9.8 

16 BgrRou 0.005 12.4 

17 USA 0.007 1,085.0  

18 EFTA -0.002 -25.0 

19 FSovUnion 0.001 15.3 

20 BRICS -0.007 -839.0 

21 JPN -0.003 -183.5 

22 KOR -0.012 -143.9 

23 RSouEasAsia -0.002 -82.5 

24 RNorthAmer -0.003 -87.8 

25 LatAmer -0.005 -117.8 

26 MiddleEast -0.001 -36.8 

27 Africa -0.002 -39.3 

 
Source: Authorsô calculation 

 
All non-members of the TTIP are expected to run additional trade surpluses. However, these 
trade surpluses are not beneficial to their economies, but detrimental. It is because their imports 
fall more than their exports rise. For example, the total exports of BRICS rise by $1,492 million 
but their total imports fall by $1,573 million, resulting in a trade surplus of $3,065 million. Such 
a trade surplus is referred to as trade surplus in recession. 
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Table 4. Impact of TTIP on Trade (US$ million) 
 

Region Exports Imports 
Trade 

balance 

1 Austria 242  234  8  

2 Germany 4,955  5,379  -424  

3 Italy 1,929  2,238  -308  

4 France 1,938  1,599  339  

5 UKIrl 3,346  3,791  -445  

6 Hungary 46  22  24  

7 CzechRep 92  70  23  

8 Slovakia 13  -8  20  

9 Slovenia 29  34  -5  

10 Poland 152  20  132  

11 BeDnLuNl 1,996  2,075  -80  

12 FinSwe 478  410  67  

13 EspPrt 1,271  998  272  

14 CyGrMlCr 204  199  5  

15 EstLvaLtu 127  99  28  

16 BgrRou 153  105  48  

17 USA 18,484  29,200  -10,717  

18 EFTA -192  -360  167  

19 FSovUnion 168  -464  632  

20 BRICS 1,492  -1,573  3,065  

21 JPN 1,663  -1,021  2,684  

22 KOR -3  -365  362  

23 RSouEasAsia 168  -1,248  1,416  

24 RNorthAmer -612  -1,630  1,018  

25 LatAmer 1  -678  679  

26 MiddleEast -70  -642  572  

27 Africa -65  -484  418  

 
Source: Authorsô calculation 

  
Tables 5, 6 and 79 show the impact of the TTIP on bilateral trade of 27 regions. They are 
exports evaluated at free on board (FOB) prices. The regions in the first column export goods 
and services to the regions in the first row. The last column of Table 7 shows the total exports 
of the regions in the first column. For example, Austria exports less goods and services to all 
EU member states except Italy. Austriaôs exports to Germany and France decline by $357.5 

                                                           
9 The last column of total exports of Table 7 corresponds to the second column of exports of Table 4. However, the row sum of Tables 

5, 6 and 7 does not correspond to the third column of imports of Table 4. It is because the imports of Table 4 are evaluated at CIF 

prices but all cells of Tables 5, 6 and 7 are evaluated at FOB prices. 
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million and $26.7 million, respectively but Austriaôs exports to Italy rise by $14.3 million. 
Austriaôs exports to the U.S. increase by $713.5 million. Austriaôs exports to all non-members 
of the TTIP except EFTA rise slightly. Finally Austriaôs total exports increase by $242.1 million 
as a result of trade liberalization of the TTIP. 
The impact of the TTIP on bilateral trade is characterized by the following facts. First, the parties 
of the TTIP export more goods and services to each other. In other words, all EU member 
states export more goods and services to the U.S. and the U.S. exports more goods and 
services to all EU member states. Second, intra-EU member states trade falls with a few 
exceptions, for instance, Austriaôs exports to Italy that rise by $14.3 million. Third, trade 
diversion occurs between all EU member states and non-members of the TTIP. In other words, 
all EU member states shift some of their imports from the non-members of the TTIP to the U.S. 
Fourth, trade diversion between the U.S. and non-members of the TTIP occurs in part. In other 
words, the U.S. imports more goods and services from some of the non-members of the TTIP 
such as EFTA, the former Soviet Union, Japan, Korea, Latin America, Middle East and Africa, 
while it imports less goods and services from BRICS, the rest of South and East Asia, and the 
rest of North America. Fifth, there is no general trend in the bilateral trade between the EU 
member states and the non-members of the TTIP as well as between the non-members of the 
TTIP themselves.  
Tables 8, 9 and 10 show the impact of the TTIP on industry output of 27 regions. The output of 
primary sectors such as grains and crops, meat and livestock, and fishing of all EU member 
states falls, while that of the U.S. rises. This is a reflection of the differences in comparative 
advantage of the EU member states and the U.S.  
There is also an interesting contrast in the changes of output by sector between Austria and 
the U.S. For example, Austriaôs output of automobiles and parts (Autos) and other transport 
equipment (OthTrnsEq) falls, while the U.S. output of them rises. Austriaôs output of electronics, 
machinery and other manufactured goods increases, while the U.S. output of them declines. 
Austriaôs output of processed food (ProcFood) and petroleum products, chemicals and 
minerals (PCheMineral) decreases, while the U.S. output of them increases. The output of 
services rises slightly due to the assumption of free movement of primary factors of production. 
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Table 5. Impact of TTIP on Bilateral Trade (US$ million) 

 

Region 
1 

Austria 
2 

Germany 
3 

Italy 
4 

France 
5  

UKIrl 
6  

Hungary 

7  
Czech 
Rep 

8  
Slovakia 

9  
Slovenia 

1 Austria 0.0 -357.5 14.3 -26.7 -24.1 -11.7 -15.9 -5.1 -6.3 

2 Germany -223.7 0.0 -4.3 -614.6 -475.6 -71.0 -141.3 -38.7 -18.9 

3 Italy -126.2 -931.1 0.0 -582.4 -378.3 -43.3 -60.4 -29.6 -49.4 

4 France -15.0 -596.2 55.0 0.0 -206.2 -6.7 -16.0 -6.1 -5.2 

5 UKIrl -19.1 -596.9 -25.3 -318.2 -364.5 -12.2 -18.7 -3.8 -3.2 

6 Hungary -11.2 -193.9 10.7 -11.0 -8.4 0.0 -10.4 -7.7 -3.1 

7 CzechRep -7.7 -232.7 13.8 -13.8 -16.2 -4.3 0.0 -11.7 -1.2 

8 Slovakia -5.3 -109.4 5.9 -6.2 -4.5 -2.8 -20.5 0.0 -0.3 

9 Slovenia -4.7 -39.8 6.4 -5.1 -3.0 -2.2 -1.5 -0.3 0.0 

10 Poland -1.3 -263.1 11.2 -19.0 -35.6 -0.5 -11.3 -0.3 -1.7 

11 BeDnLuNl 2.6 -918.2 155.0 -132.0 -100.2 4.6 0.1 0.9 -1.5 

12 FinSwe -5.1 -98.7 15.1 -41.7 -65.6 -3.1 -4.5 -1.1 -0.6 

13 EspPrt -13.8 -320.4 46.5 -156.5 -33.1 -3.4 -10.6 -1.7 -3.0 

14 CyGrMlCr -5.4 -31.6 13.6 -12.8 0.8 -1.4 -1.8 -0.7 -5.4 

15 EstLvaLtu 0.0 -13.9 3.9 -10.5 -2.7 -0.1 -0.3 0.0 0.0 

16 BgrRou -9.1 -137.1 -5.2 -40.2 -20.7 -17.5 -7.6 -5.2 -2.8 

17 USA 686.2 11,196.9 2,089.3 4,090.9 6,402.0 181.6 390.3 119.1 148.1 

18 EFTA -12.8 -226.5 22.4 -91.1 44.9 -1.6 -4.7 -0.8 -2.0 

19 FSovUnion 5.5 27.0 72.0 -59.4 -2.2 -6.8 -5.0 -5.4 -2.1 

20 BRICS -0.2 -319.6 153.5 -118.9 -199.3 -1.4 -1.2 -1.0 -3.9 

21 JPN -3.5 -90.6 14.7 -33.9 -67.1 -1.8 -1.6 0.6 -0.4 

22 KOR -2.5 -80.1 0.3 -50.6 -29.8 -2.9 -11.7 -14.1 -1.9 

23 RSouEasAsia -1.7 -200.9 65.8 -89.6 -172.3 -3.9 -8.3 -3.5 -1.5 

24 RNorthAmer -3.6 -143.1 -9.4 -40.8 -231.1 -1.2 -1.7 -0.6 -0.2 

25 LatAmer -0.3 -129.9 7.1 -43.9 14.6 0.0 -1.3 -0.1 -0.4 

26 MiddleEast -4.0 -138.5 13.2 -63.5 -96.5 -1.6 -6.3 -1.4 -4.7 

27 Africa -2.1 -99.3 -11.0 -113.0 -19.5 -0.8 -3.5 -0.7 -0.8 

Total 215.7 4,954.9 2,734.7 1,395.7 3,905.9 -15.9 24.5 -18.9 27.7 

 
Source: Authorsô calculation 
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Table 6 (contôd). Impact of TTIP on Bilateral Trade (US$ million) 

 

Region 
10  

Poland 

11  

BeDnLuNl 

12  

FinSwe 

13  

EspPrt 

14  

CyGrMlCr 

15  

EstLvaLtu 

16  

BgrRou 

17  

USA 

18  

EFTA 

1 Austria -11.9 -32.5 -7.1 -12.9 -3.4 -1.9 -0.2 713.5 -0.4 

2 Germany -174.9 -975.3 -126.8 -234.6 -26.9 -41.2 -5.5 7,740.8 -20.9 

3 Italy -126.9 -371.8 -85.7 -337.3 -137.2 -22 -62.1 6,526.1 -211.6 

4 France -21.7 -478.3 -21.9 -269.8 -9.7 -9.9 5 3,003.2 26.4 

5 UKIrl -40.1 -648.5 -79.2 -209.5 -27.4 -9.7 -5.2 6,021.5 -53.1 

6 Hungary -7.8 -13.8 -0.8 -6.6 -2.4 -2 4.1 261 2.1 

7 CzechRep -13.3 -23.6 -4.1 -4.6 0.0 -2.6 2.6 358.7 5.4 

8 Slovakia -6.9 -8.4 -2.0 -1.9 0.1 -0.6 1.5 149.6 1.3 

9 Slovenia -1.8 -3.9 -0.8 -1.2 -1.6 -0.1 0.3 80.6 0.2 

10 Poland 0.0 -47.5 -2.7 -27.4 0.2 -23.1 5.8 462.7 10 

11 BeDnLuNl -3.9 -368.1 -2.2 -135.0 3.7 -15.6 13.6 2738 87.6 

12 FinSwe -15.7 -177.2 -47.9 -14.2 -2.3 -24.1 -0.3 895.6 -1.8 

13 EspPrt -14.3 -113.7 -8.9 -269.0 -4.1 -3.6 2.6 1,941.5 9.2 

14 CyGrMlCr -7.2 -12.7 -2.7 -5.8 -9.3 -1.4 -1.8 283.9 -2.3 

15 EstLvaLtu -3.7 -7.4 -2.1 -1.4 0.4 -31.5 0.4 161.7 3.7 

16 BgrRou -10.7 -30.6 -4.7 -23.8 -19.2 -1.1 -15.4 555.5 -4.6 

17 USA 575.4 5,689.8 858.0 2,720.8 608.2 317.7 189.4 0 -447.9 

18 EFTA -14.1 -82.9 -25.5 -21.9 -2.8 -2.8 -0.1 20.5 1.7 

19 FSovUnion -32.5 -25.5 8.2 -20.3 -78.6 -6.7 -1.1 63.6 7.1 

20 BRICS -21.4 -258.7 -21.8 -69.2 -28.4 -5 5.7 -41 22.7 

21 JPN -6.2 -50.7 -1.3 -6.5 -4.3 -1.6 1.4 329.4 13.7 

22 KOR -10.4 -32.3 -7.5 -9.9 -18.2 -1.5 0.1 84.2 0.3 

23 

RSouEasAsia 
-15.5 -182.8 -17.9 -36.1 -0.1 -3.7 0.4 -128.1 12.5 

24 RNorthAmer -3.0 -52.1 -6.1 -25.2 -0.5 -1.9 -1.6 -60.7 -6.5 

25 LatAmer -14.2 -86.5 -4.3 -92.7 -2.1 -1.6 -1.8 220.5 14 

26 MiddleEast -12.3 -76.1 -7.4 -26.1 -44.2 -1.7 0.2 812.8 3.8 

27 Africa -7.8 -88.9 -5.7 -72.9 -13.0 -4.4 -1.2 676.4 4.2 

Total -22.8 1,439.7 369.0 785.1 177.0 96.5 136.8 33,871.6 -523.2 

 
Source: Authorsô calculation 
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Table 7 (contôd). Impact of TTIP on Bilateral Trade (US$ million) 
 

DTOT 
19 

FSovUnion 

20 

BRICS 

21 

JPN 

22 

KOR 

23 

RSEAsia 

24 

RNorthAmer 

25 

LatAmer 

26 

MiddleEast 

27  

Africa 
Total 

1 Austria 0.2 1.7 0.8 2.5 2.6 12.6 2.5 6.4 2.4 242.1 

2 Germany 9.9 48.2 8.6 13.2 29.2 146.3 39.4 80.4 33.6 4,955.3 

3 Italy -169.8 -201.9 -62.8 -30.1 -147.7 -10.5 -59.7 -219.7 -139.2 1,929.4 

4 France 25.5 73.1 20.8 21.4 92.4 73.1 36.8 76.7 91.6 1,938.3 

5 UKIrl -40 -76 -24.7 -11.3 -64.4 42.3 -12.5 -25.3 -28.7 3,346.3 

6 Hungary 8.2 5.7 2.3 1.6 5.6 5.2 1.9 12.7 3.9 45.7 

7 CzechRep 11.8 6.2 1.9 1.2 4.3 5.7 2.7 9.4 4.3 92.3 

8 Slovakia 5.2 7.7 0.4 0.4 1.4 2.6 1 3.5 0.9 12.6 

9 Slovenia 2.8 0.3 0.1 0.1 0.4 1.1 0.3 1.7 0.6 29.1 

10 Poland 34.1 7.5 2.5 2.4 7.4 12.8 4.1 16.9 7.1 151.5 

11 BeDnLuNl 68.2 75.4 50 26.7 106.2 77.7 51.7 111.9 98.2 1,995.5 

12 FinSwe -1.1 5.1 -0.1 2.7 11 26.3 10.9 9.8 6.2 477.8 

13 EspPrt 14.9 22.9 7.2 6.4 19 48 30.7 33.9 43.9 1,270.8 

14 CyGrMlCr -2.3 -2 1 0.7 0.6 4.5 0.7 3.2 1.9 204.3 

15 EstLvaLtu 14.9 1.7 0.9 0.3 1.8 2.9 0.9 4.6 2.5 127.2 

16 BgrRou -16.7 -4.1 -0.8 -0.8 -2.7 2.2 -1 -17.4 -5.5 153 

17 USA -543.6 -3,123.2 -1,662.1 -916.4 -3,070.9 -4,013.2 -1,642.3 -1,491.8 -868.8 18,483.5 

18 EFTA 7.7 28 11.2 12.1 40 44.4 16.7 34.1 13.8 -192.4 

19 FSovUnion 1.9 54.6 15.6 16.3 19.1 27.3 14.9 58.7 21.6 168.1 

20 BRICS 68.5 250 175.5 186.1 533.2 434 330.8 261 162.3 1,492.3 

21 JPN 19.5 454.2 0 172.5 576.3 175.6 55.7 83.8 34.8 1,662.9 

22 KOR -12 15.5 -7.5 0 50.5 87.7 17.9 23.1 9.7 -3.3 

23 RSouEasAsia 1.2 202.8 79.5 95.1 277 179.1 36.9 51.3 32.3 167.9 

24 RNorthAmer -6.7 -73.4 -12 -5.4 -8.2 89.4 -1.2 -3.2 -1.9 -611.9 

25 LatAmer -20.5 -53.5 -24.3 -10.9 -10.1 131.5 100 -1.9 13.7 0.9 

26 MiddleEast -6.4 -208.2 -105.9 -76.2 -126.2 38.4 23 28 18 -69.6 

27 Africa -6.8 -264.6 -14.5 -1.9 -26 37.1 -3.2 -18 -3.2 -65.4 

Total -531.3 -2,746.3 -1,536.4 -491 -1,678 -2316.2 -940.3 -866.3 -444 38,004.2 

Source: Authorsô calculation 
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Table 8. Impact of TTIP on Industry Output (% change) 

 

Sector 
1 

Austria 

2 

Germany 

3 

Italy 

4 

France 

5 

UKIrl 

6 

Hungary 

7 

CzechRep 

8 

Slovakia 

9 

Slovenia 

1 GrainsCrops -0.22 -0.15 -0.23 -0.11 -0.35 -0.07 -0.07 -0.13 -0.02 

2 MeatLstk -1.50 -1.02 -0.41 -0.59 -0.58 -0.56 -0.51 -0.15 -0.37 

3 Fishing -0.05 -0.14 0.00 -0.05 -0.12 -0.04 -0.06 -0.05 -0.06 

4 Extraction 0.02 0.00 -0.11 0.08 0.02 0.05 0.05 0.06 0.07 

5 ProcFood -0.14 -0.10 0.19 0.01 -0.17 -0.13 -0.09 -0.14 -0.08 

6 TexWapp 0.64 0.27 1.84 0.73 0.38 1.50 0.48 0.57 1.18 

7 WoodPaper 0.06 -0.02 -0.03 0.09 -0.05 0.10 0.11 0.12 0.13 

8 PCheMineral -0.02 0.03 -0.02 0.04 0.70 -0.07 0.02 -0.09 0.06 

9 Metals 0.23 0.18 -0.29 0.10 0.14 0.07 0.14 0.03 0.08 

10 Autos -0.17 0.38 -0.51 -0.29 0.07 -0.88 -0.68 -0.26 -0.61 

11 OthTrnsEq -0.05 -0.37 -0.17 -0.06 -0.27 -0.13 -0.05 -0.49 -0.32 

12 Electronics 0.11 -0.03 -0.30 0.11 -0.06 0.21 0.09 0.07 0.05 

13 Machinery 0.26 0.29 -0.22 0.20 0.27 0.29 0.23 0.10 0.11 

14 OthMnf 0.21 0.09 1.34 1.18 0.05 0.46 0.19 0.70 0.09 

15 Services 0.01 0.00 0.01 0.00 0.00 0.01 0.00 -0.01 0.04 

 

Source: Authorsô calculation 
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Table 9 (contôd). Impact of TTIP on Industry Output (% change) 

 

Sector 
10 

Poland 

11 

BeDnLuNl 

12 

FinSwe 

13 

EspPrt 

14 

CyGrMlCr 

15 

EstLvaLtu 

16 

BgrRou 

17 

USA 

18 

EFTA 

1 GrainsCrops -0.11 0.06 -0.17 -0.12 -0.03 -0.05 0.20 0.14 0.04 

2 MeatLstk -0.53 -1.60 -0.30 -1.52 -0.17 -1.29 -0.13 1.46 -0.17 

3 Fishing -0.10 -0.11 -0.11 -0.05 0.00 -0.10 -0.02 0.41 -0.10 

4 Extraction 0.05 0.07 0.05 0.07 0.04 0.09 -0.03 -0.08 0.05 

5 ProcFood -0.09 -0.16 -0.08 0.07 0.11 -0.07 0.01 0.51 -0.12 

6 TexWapp 0.47 0.67 0.08 0.92 0.55 1.06 1.97 0.02 -0.08 

7 WoodPaper 0.16 0.11 0.05 0.10 0.04 0.18 0.01 -0.05 0.04 

8 PCheMineral -0.05 0.21 0.02 0.08 -0.11 0.16 -0.07 0.46 -0.30 

9 Metals 0.29 0.14 0.22 0.05 0.13 0.14 -0.14 0.11 -0.04 

10 Autos -0.55 -0.13 -0.18 -0.42 -0.23 -0.67 -0.66 0.83 -0.44 

11 OthTrnsEq -0.06 -0.29 -0.24 -0.20 -0.44 -0.23 -0.35 0.39 -0.15 

12 Electronics 0.16 0.25 0.01 0.05 -0.05 0.20 -0.23 -0.39 0.08 

13 Machinery 0.17 0.37 0.18 0.12 0.11 0.21 -0.13 -0.16 -0.03 

14 OthMnf 0.14 0.08 0.05 0.58 0.22 0.65 0.67 -0.42 -0.14 

15 Services -0.01 0.02 0.00 0.01 0.03 0.02 0.00 0.02 0.01 

 

Source: Authorsô calculation 
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Table 10 (contôd). Impact of TTIP on Industry Output (% change) 

 

Sector 
19 

FSovUnion 

20 

BRICS 

21  

JPN 

22 

KOR 

23 

RSEAsia 

24 

RNAmer 

25 

LatAmer 

26 

MiddleEast 

27 

Africa 

1 GrainsCrops -0.01 0.00 0.05 0.05 0.01 0.10 0.02 0.00 -0.01 

2 MeatLstk -0.02 -0.04 0.03 -0.02 -0.06 0.07 -0.11 -0.04 -0.03 

3 Fishing -0.01 -0.01 -0.01 -0.03 -0.01 0.04 -0.01 -0.02 -0.01 

4 Extraction 0.03 0.04 0.10 0.04 0.03 0.08 0.06 0.02 0.04 

5 ProcFood -0.02 -0.02 -0.02 -0.11 -0.05 -0.11 -0.06 -0.02 -0.05 

6 TexWapp -0.01 -0.11 -0.02 -0.14 -0.34 -0.39 -0.24 -0.11 -0.09 

7 WoodPaper 0.03 0.07 0.02 0.03 0.06 0.22 0.05 0.01 0.00 

8 PCheMineral -0.15 -0.03 -0.02 -0.07 -0.06 -0.23 -0.08 -0.09 -0.11 

9 Metals 0.01 0.02 0.07 0.00 0.01 -0.11 0.08 0.00 -0.01 

10 Autos -0.08 -0.06 -0.02 -0.11 -0.08 -0.14 -0.08 -0.20 -0.15 

11 OthTrnsEq -0.04 0.02 0.14 -0.09 0.01 0.11 -0.10 0.03 -0.08 

12 Electronics -0.03 0.20 0.12 0.10 0.12 0.34 0.22 0.02 -0.03 

13 Machinery 0.00 0.02 0.12 0.03 0.02 -0.07 0.17 0.02 -0.04 

14 OthMnf 0.00 -0.12 -0.03 -0.04 -0.13 -0.18 -0.04 -0.29 -0.06 

15 Services -0.01 -0.02 -0.02 -0.02 0.00 -0.02 -0.02 -0.01 0.00 

 

Source: Authorsô calculation 
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Table 11 shows the impact of the TTIP on the employment of Austria and Germany10. The 
changes in employment of Austria are characterized by the following facts. First, with the 
exception of services, the changes in employment by sector go together with the changes in 
industry output. The employment of both unskilled and skilled labor declines in grains and 
crops, meat and livestock, fishing, processed food, PCheMineral (petroleum products, 
chemicals and minerals), automobiles and parts, and other transport equipment whose 
domestic production falls, while textiles and wearing apparel, wood products and publishing, 
metal and metal products, electronics, machinery, and other manufactured goods whose 
domestic production rises employ more unskilled and skilled labor. Second, whereas the output 
of services rises slightly due to the assumption of free movement of primary factors of 
production, skilled labor is substituted in part by unskilled labor. Therefore, the employment of 
unskilled labor rises, while that of skilled labor falls. Third, unskilled labor rises more than skilled 
labor in the sectors where their domestic production increases. Fourth, skilled labor falls more 
than unskilled labor in the sectors whose domestic production decreases. 
In the case of Germany, first, the employment of labor goes in the same direction with industry 
output, except for petroleum products, chemicals and minerals (PCheMineral) and services 
whose employment of both unskilled and unskilled labor falls despite their increased domestic 
production. Second, both unskilled and skilled labor in petroleum products, chemicals and 
minerals (PCheMineral) and services of Germany is substituted by capital as a result of trade 
liberalization of the TTIP. Third, the magnitude of percentage changes in unskilled labor and 
skilled labor is quite similar in all sectors of Germany.  

 
Table 11. Impact of TTIP on Employment of Austria and Germany (% change) 

 

Sector 
Austria Germany 

Unskilled labor Skilled labor Unskilled labor Skilled labor 

1 GrainsCrops -0.21 -0.22 -0.14 -0.14 

2 MeatLstk -1.58 -1.59 -1.22 -1.21 

3 Fishing -0.04 -0.04 -0.09 -0.09 

4 Extraction 0.01 0.00 -0.01 -0.01 

5 ProcFood -0.18 -0.20 -0.19 -0.19 

6 TexWapp 0.61 0.59 0.20 0.21 

7 WoodPaper 0.06 0.04 -0.05 -0.05 

8 PCheMineral -0.04 -0.06 -0.03 -0.02 

9 Metals 0.22 0.20 0.14 0.14 

10 Autos -0.28 -0.30 0.23 0.23 

11 OthTrnsEq -0.08 -0.10 -0.45 -0.44 

12 Electronics 0.09 0.07 -0.07 -0.06 

13 Machinery 0.25 0.23 0.23 0.24 

14 OthMnf 0.20 0.18 0.05 0.05 

15 Services 0.01 -0.02 -0.03 -0.03 

Source: Authorsô calculation 

                                                           
10 The more detailed information about the impact of the TTIP on the employment of all 27 regions is available upon request to the 

first author. 
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 EMPIRICAL EVIDENCE ON THE PERCEPTION OF TTIP WITH AUSTRIAN 

COMPANIES 

In addition to the multi-sector computable general equilibrium model discussed before, the 
authors were interested in providing close-to-market evidence for the expected impact and 
consequences for Austrian companies from their perspective. 
To gain this perspective, a survey has been conducted among 200 Austrian companies aiming 
a representative sample of Austrianôs industry representatives. A set of five questions was 
composed and included into a broader measurement instrument, the ñSteyr Barometer studyò 
which is regularly used to grasp recent developments and trends as perceived by Austrian 
Businesses. A total of 76 responses to those questions about TTIP collected.  
The overall question, whether TTIP is more beneficial or more disadvantageous for the 
respective business sector, was considered ñneutralò by the majority of respondents. 

 

Table 12. Expectations towards TTIP 

 

 

Source: Steyr Barometer, 2016 

More specifically, the next question referred to the agreement or disagreement towards several 
aspects of TTIP which were published as to be advantageous by several proponents of the 
agreement. The findings show that there are very low levels of agreement when it comes to 
the expected increasing outreach and international presence of the companies. Aspects like 
harmonization of regulations, access to international procurement markets or better protection 
of investments were seen more positively. 

Addressing the main possible threats and endangerments of TTIP, the respondents did 
not show a specific fear or reluctance versus some arguments that might be countered the 
implementation of TTIP. Ranked top-down (starting from the biggest potential thread) the 
aspect of ñglobal players endangering local suppliersò was mentioned, followed by the fear 
of ñhigh regulationò and ñmore competition. ñDecrease of product qualityò and ñLess 
differentiationò was not that much perceived as to be threatening.  
 
 

 
 
 
 
 
 

Frequency Percent

Valid 

Percent

Cumulativ

e Percent

Very beneficial 0% 0% 0,0

Mostly beneficial 9 12% 15% 14,8

Neutral 45 59% 74% 88,5

Mostly disadvantageous 5 7% 8% 96,7

Very disadvantageous 2 3% 3% 100,0

Total 61 80% 100%

Missing 15 20%

76 100%

At this stage, do you expect TTIP to be more beneficial or more disadvantageous to your business 

sector? 

Valid

Total
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Figure 1. TTIP will é 

Source: Steyr Barometer, 2016 
 
 

 
 

Figure 2. Problems caused by TTIP 

Source: Steyr Barometer, 2016 
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Finally, discussing for ñwhomò the TTIP agreement will be mostly beneficial with respect to 
company size and industries, the respondents were very clear in their answer. They reported 
(75%) that mainly large industries will benefit from this agreement, and small and medium sized 
companies will not gain profit at all (0%). 
 
 

 
 

Figure 3. TTIP is beneficial for é 

Source: Steyr Barometer, 2016 

 

 CONCLUSION 

This paper aims to quantify the potential effects of the transatlantic trade and investment 
partnership being negotiated between the EU and the U.S. on the economies of its members 
and non-members using a global multi-sector computable general equilibrium model. 
For the policy scenario, it is assumed that the EU and the U.S. cut their tariffs on all imports 
from each other by 100%. The simulation results of the policy scenario of the TTIP are 
presented in terms of real GDP, total exports and imports, trade balance, bilateral trade, 
industry output of all 27 regions considered in this study, and employment by sector of only 
Austria and Germany due to the limited number of pages of this paper.  
All member states of the EU and the U.S. are predicted to gain in terms of real GDP from the 
trade liberalization of the TTIP except Hungary and Poland, while all non-members of the TTIP 
are to lose except the former Soviet Union. The TTIP will be a trade-creating block to both 
parties of the TTIP and the former Soviet Union, while it will be a trade-diverting block to all 
non-members except the former Soviet Union. 
Some of the EU member states are predicted to run trade surplus but some member states are 
to run trade deficit as a result of the TTIP. Austria is to run an additional trade surplus of US$ 8, 
while Germany is to run an additional trade deficit of US$ 424. Italy, UK and Ireland are to run 
trade deficits. The U.S. is also to run an additional trade deficit of US$ 10.7 billion. However, 
these trade deficits will not negatively affect their economic performance. The EU member 
states, with the exception of Hungary and Poland, and the U.S. will import more intermediate 
goods and services at lower prices which can be used to produce other goods and services, 
resulting in a higher production and a higher GDP. 
All non-members of the TTIP are expected to run additional trade surpluses. However, these 
trade surpluses are not beneficial to their economies, but detrimental. It is because their imports 
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8%
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fall more than their exports rise. Such a trade surplus is referred to as trade surplus in 
recession.  
The impact of the TTIP on bilateral trade of 27 regions is characterized by the following facts. 
First, the parties of the TTIP export more goods and services to each other. In other words, all 
EU member states export more goods and services to the U.S. and the U.S. exports more 
goods and services to all EU member states. Second, intra-EU member states trade falls with 
a few exceptions, for instance, Austriaôs exports to Italy that rise by $14.3 million. Third, trade 
diversion occurs between all EU member states and non-members of the TTIP. In other words, 
all EU member states shift some of their imports from the non-members of the TTIP to the U.S. 
Fourth, trade diversion between the U.S. and non-members of the TTIP occurs in part. In other 
words, the U.S. imports more goods and services from some of the non-members of the TTIP 
such as EFTA, the former Soviet Union, Japan, Korea, Latin America, Middle East and Africa, 
while it imports less goods and services from BRICS, the rest of South and East Asia, and the 
rest of North America. Fifth, there is no general trend in the bilateral trade between the EU 
member states and the non-members of the TTIP as well as between the non-members of the 
TTIP themselves. 
The output of primary sectors such as grains and crops, meat and livestock, and fishing of all 
EU member states falls, while that of the U.S. rises. This is a reflection of the differences in 
comparative advantage of the EU member states and the U.S.  
There is also an interesting contrast in the changes of output by sector between Austria and 
the U.S. Austriaôs output of automobiles and parts (Autos) and other transport equipment 
(OthTrnsEq) falls, while the U.S. output of them rises. Austriaôs output of electronics, machinery 
and other manufactured goods increases, while the U.S. output of them declines. Austriaôs 
output of processed food (ProcFood) and petroleum products, chemicals and minerals 
(PCheMineral) decreases, while the U.S. output of them increases. The output of services rises 
slightly due to the assumption of free movement of primary factors of production. 
The changes in employment of Austria are characterized by the following facts. First, with the 
exception of services, the changes in employment by sector go together with the changes in 
industry output. The employment of both unskilled and skilled labor declines in grains and 
crops, meat and livestock, fishing, processed food, PCheMineral (petroleum products, 
chemicals and minerals), automobiles and parts, and other transport equipment whose 
domestic production falls, while textiles and wearing apparel, wood products and publishing, 
metal and metal products, electronics, machinery, and other manufactured goods whose 
domestic production rises employ more unskilled and skilled labor. Second, whereas the output 
of services rises slightly due to the assumption of free movement of primary factors of 
production, skilled labor is substituted in part by unskilled labor. Therefore, the employment of 
unskilled labor rises, while that of skilled labor falls. Third, unskilled labor rises more than skilled 
labor in the sectors where their domestic production increases. Fourth, skilled labor falls more 
than unskilled labor in the sectors whose domestic production decreases. 
In the case of Germany, first, the employment of labor goes in the same direction with industry 
output, except for petroleum products, chemicals and minerals (PCheMineral) and services 
whose employment of both unskilled and unskilled labor falls despite their increased domestic 
production. Second, both unskilled and skilled labor in petroleum products, chemicals and 
minerals (PCheMineral) and services of Germany is substituted by capital as a result of trade 
liberalization of the TTIP. Third, the magnitude of percentage changes in unskilled labor and 
skilled labor is quite similar in all sectors of Germany. 
However, the interpretation of the simulation results of this study should be made carefully. In 
this paper, only one policy scenario of 100% cut of tariffs on all imported commodities between 
the EU and the U.S. was assumed. According to Francois et al (2013) and Ko (2014), the 
potential impact of the TTIP on the economies of the EU as a whole and the U.S. is much larger 
when trade liberalization in services, reduction of restrictions on foreign direct investment (FDI) 
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and public procurement are considered than in the case of trade liberalization through tariff 
elimination only, as done in our study. 
The consideration of trade liberalization in services, reduction of restrictions on foreign direct 
investment (FDI) and public procurement remains as a future study. 
The empirical findings about the perception of TTIP in Austria and within Austrian companies 
may imply interesting considerations for policy makers when communicating and arguing for 
the TTIP agreement. Right at the moment benefits are not clearly seen by managers of Austrian 
companies. 
 
The data shows that, at large, the Austrian companies do not see any specific benefit or 
disadvantage from entering into the TTIP agreement. This might be caused by either lack of 
knowledge or lack of interest, which would imply more and more directed information 
disseminated by the policy makers. 
Secondly, the data shows clearly that TTIP is not seen as a vehicle to foster proactive 
international activities. The main benefits are seen in functional and operational simplifications 
like approvals and harmonized regulations rather than in opportunities to engage in new 
international ventures. This might be not enough for Austrian companies who need to seek for 
more international outreach due to the limited size of the country. More and more specific 
arguments that foster internationalization through TTIP could be valuable to stimulate more 
openness towards increasing export quotas. 
Thirdly, the data indicates that there is a fear that large (global) players gain clear advantage 
from TTIP compared with small and medium enterprises. Indeed, the main communication lines 
of TTIP promotors target large multinational companies. For Austria, as being dominated by 
SME mainly, arguments that target those smaller companies are missing. In order to reach a 
broad acceptance and agreement, specific reasons for small and medium sized companies 
should be provided. 
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ABSTRACT 

This paper introduces Experience Oriented Thinking as a driver for innovation and competitiveness. 
Furthermore, this paper introduces how Experience Oriented Thinking (EOT) can be used as a tool to 
facilitate cross-cultural aspects of innovation processes and explores how EOT allows the use of cultural 
sensitivity as an innate opener of new innovation fields. When applied to product innovation, as well as 
to service innovation, EOT targets strategic innovation patterns within organizations with the goal to 
create a supportive and cost effective process which creates outputs that show a higher acceptance rate 
than conventional innovation processes. In cross-cultural business, EOT can be broadly applied along 
the value creation chain by supporting strategic alignment and therefore manifests itself as an innovation 
tool valuable not only in B2C, but also in the B2B sector. EOT allows businesses to identify and create 
experiences which make the interaction with a process, service or product sustainably desirable. 

 INTRODUCTION  

In an increasingly competitive environment innovation has become a driving factor for market 
leaders, technology leaders and hidden champions in a variety of industries. Not only has it 
become more important to innovate resourcefully, but also, it is imperative to gain better 
insights into existing and potentially forthcoming needs and requirements of current and 
upcoming user groups at an earlier stage of product and service development. This is becoming 
increasingly complex through cross-cultural aspects in business and innovation and therefore 
the demand for novel ways of measuring and anticipating the relevance of potential products 
and services are rising (Leavy, 2010). Experience Oriented Thinking (EOT) as a driver for 
innovation and competitiveness is fuelled by exactly that need for new methods to understand, 
structure and harness knowledge about user needs and aims to develop new innovation 
methods, which integrate a concrete outlook on the acceptance of future products and services 
in the markets into the innovation process. 
This paper introduces how Experience Oriented Thinking (EOT) can be a driver for innovation 
and competitiveness and demonstrates how Experience Oriented Thinking goes beyond user 
centered methods for innovation (such as Design Thinking or Ideation), aiming to 
institutionalize a mental model which allows businesses to create and use innovation 
frameworks which fit their needs and use Experience as key concept. As Experience Oriented 
Thinking (EOT) is still a new and limitedly researched topic, this paper contains exploratory 
aspects of empirical work in this field. It aims to position Experience Oriented Thinking as a 
driver for user centered innovation and competitiveness. Also, this paper serves to explore 
cross-cultural aspects of Experience Oriented Thinking (EOT) and their meaning for technology 
acceptance. Parts of the introduced topics will open up room for discussions whereas others 
describe more concrete approaches in small examples of existing projects which work closely 
to the concept of Experience Oriented Thinking.  
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 EXPERIENCE ORIENTED THINKING 

Presently, Experience Oriented Thinking is widely undefined in the literature, and refers to an 
organisationôs ability to shape their own thought processes around usersô experiences within 
the process of using a product or service, but also the process of understanding themselves 
as users within a process of innovation, change or development. The self-understanding of 
being a user in certain systems and the understanding of the effect of a variety of experiences 
which can occur (or would be aspirable to occur) throughout a process works as the foundation 
of Experience Oriented Thinking as a driver for user centered innovation and competitiveness. 
Looking at the meaning for product and service innovation, Experience Oriented Thinking 
stands for understanding products and services as tools to deliver aspirable experiences. 
Experiences in this case are a placeholder for holistic and comprehensive experiences which 
cater to primary and secondary user groups such as customers, maintenance personnel, 
installation or sales staff.  
Building on that foundation the concept of ñuser-selfperceptionò the creator or shaper of new 
products and services first becomes the observer of experiences, or ñexperience-gapsò, to 
eventually become the creator of new experiences later on in the process. 
Empirical studies have shown that in 8 out of 10 organisations (startups, large organisations 
and SMEs) the quality of an organisationôs innovation cultureò (or lack thereof) has been 
identified as one of the strongest reasons for failure in delivering user relevant products or 
services. This is closely connected to the feeling of ñlack of support within the own organisationò 
(this includes financial resources as well as the manpower and backing through decision 
makers). Looking more deeply into the cause of this perception, the ñlack of relevance of 
innovation projectsò has been identified as one major reasons why opinion leaders and decision 
makers would not support projects financially or otherwise. This in most cases again derives 
from ñlack of understanding of experience gapsò, by those people coming up with innovation 
projects as well as by those who refrain from giving support. It is the natural cycle of inefficient 
innovation processes which are driven more by company internal agendas rather than a (user) 
experience oriented perspective. 
Experience Oriented Thinking tends to that problem by analysing an organisationôs innovation 
approach and process (if available), identifying potential for installing user perspectives, and 
unhinging innovation barriers through ensuring the inclusion of ñexperience-gapsò. This can be 
ensured by using toolsets which contain a bundle of awareness measures which support the 
adoption of Experience Oriented Thinking in employees and innovators through the ñuser-
selfperceptionò, as well as structured methods (such as ethnographic studies, participatory 
studies, User Centered Design, Experience Scouting, Experience Innovation, Technology 
Acceptance Models and many other methods) for identifying, understanding and harnessing 
ñexperience-gapsò, and which are being transferred into the organisation through a cycle of a 
collaborative project.  
 

 THE NEED FOR EXPERIENCE ORIENTED THINKING (EOT) 

Looking back at the past decade in product development, design and innovation strategies, we 
have seen few novel approaches in improving the innovation process. Upcoming concepts 
such as Ideation (Graham, 2004), even though is using a highly creative component, still only 
covers a small part of an innovation process. More design driven approaches such as Design 
Thinking (Brown, 2009) historically go back to the early eighties, whilst their early roots go back 
to the decade before. Even if enabling innovative products and services, methods like this have 
been allowing organisations to successfully outsource the most innate factor of business 
success: innovation. This comes down to long term dependency on external support in 



 
 
 

71 

 

innovation and strategic decision making and slows down businesses in their reacting to market 
needs. 
Even Tim Brown has recently argued that design thinking is now widely, but only sporadically, 
used within businesses. Brown argues that competitive advantage comes from sustained use 
of design thinking, from becoming "masters of the artò (Brown, 2015).  
Statements such as Tim Brownôs display the major flaw in approaches such as design thinking: 
the lack of anchoring in cross-functional teams and organisational processes. It shows that 
design-oriented approaches alone are not inclusive enough to jump-start innovation processes 
in organisations. More than that, it substantiates the need for more structured and sustainable 
approaches for user-relevant innovation within companies. Furthermore, organisational 
structures and their ability to support innovation processes become a critical factor for the 
increase of competitiveness. 
In the most recent years the term user experience (UX) has been connected with the context 
of innovation more frequently than ever before. The concept of building innovations around 
experiences (Kumar, 2012) is becoming more familiar to innovation managers and decision 
makers and also takes a major part in the success of companies such as Apple or Google. 
Given the precondition that user experience and customer experience is becoming a visible 
and measurable factor in innovation successes, still leaves with the problem of structurally 
implementing experience centered perspective or Experience Oriented Thinking into existing 
organisational structures, processes and workflows. 
 

3.1 Experience Oriented Thinking - A cross-cultural approach 

This section explains in a show case the relevance of user-centered methods in cross-cultural 
projects and the underlying innovation potential. Furthermore, it compares a project-oriented 
multi-method approach with the concept of Experience Oriented Thinking. 

3.1.1 Why a multi-method approach is not enough 

More recently, combining varieties of user centered methods have been used in research 
projects. The following the case study into the office environments of older knowledge workers 
in a cross-cultural setting (Gattol et al, 2015), demonstrates the limits of current approach, even 
if they are already multi-method. 

The case study describes the following:   

ñResearch on older knowledge workers in Romania, with the goal of gaining bottom-
up insights that support the ideation, design, and development of features for a smart 
work environment.ò 

The study is using a multi-method approach which includes following methods: 

ǒ Contextual interviews and observations 
ǒ Analysis of needs and frictions for deriving insights 
ǒ Ideation workshops for eliciting potential features 
ǒ Online survey among experts for evaluating final feature ideas 
ǒ Early stage prototyping of selected feature ideas 

 

The process itself included an Austrian-German research team coupled with Romanian 
knowledge workers. Both process sides were operating in English. The cross-cultural aspect 
here is neither a geographic nor an ethnic one, but an intra-organisational cultural case-study 
as older workers were still operating within a paper culture (e.g. paper calendars) whereas the 
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younger generation was operating fully digital. In this particular case, the divergence between 
the two subcultures (paper vs. digital) opened up space for innovation, which would combine 
and facilitate the cross-(sub-) cultural communication on a daily basis. The feature thought of 
was a hybrid calendar, which allows the paper-culture (non-digital) to be automatically merged 
into a digital system without taking the preferred method of documenting appointments and 
meeting-times away from them. The benefit is mutual for both subcultures and it respects both 
sidesô needs, preferences and mental models. 
Looking at the case study from an Experience Oriented Thinking perspective, we see several 
aspects. Firstly, even though the approach was multi-method, the methodological tool-set was 
limited to understanding an organisation as an outsider (in this case an external researcher). 
Secondly, the process was limited to a single project and the learnings do not have an impact 
on the future innovation culture of the company. In addition the research outcomes in this case 
contribute to laying the foundation for future innovations in the work-context of older knowledge 
workers. Looking at it from an Experience Oriented Thinking perspective it becomes clear how 
EOT goes beyond single-project or multi-method approaches and therefore structurally adds 
value to innovation processes and organisational mindsets. 
This section is only a brief example of how Experience Oriented Thinking differs from other 
multi-method approaches and how cross-cultural settings can/could benefit from Experience 
Oriented Thinking (EOT), whether they represent cross-cultural users and customer groups or 
subcultures within an organisation. 

3.1.2 Why strategically incorporate Experience Oriented Thinking? 

This section describes the need of Experience Oriented thinking as a facilitator for cross-
cultural settings including organisational sub-cultures as cross-cultural setting. Furthermore, 
this section briefly discusses the need of the strategic incorporation of Experience Oriented 
Thinking within an organization. 

Experience Oriented Thinking drives innovation and competitiveness through unleashing the 
potential of a company by combining the organisational knowledge with individual 
customer/user and experience knowledge in a structured and repeatable way. Specifically, this 
means an adoption of user and experience centered processes in the entire organisational 
processes, including corporate strategies (event towards the creation of a CXO role ï the Chief 
Experience Officer). As soon as the implementation of user centered approaches happens, the 
company can be described to be Experience Oriented Thinking centered. It sets the foundation 
for rolling out the mindset and culture into the organisational structure, and therefore, allows 
for Experience Oriented Project Management and Experience Oriented Leadership, which 
ensure the execution of Experience Oriented Thinking within the entire organisation and 
therefore increases the maturity index of a companyôs EOT. 

The strategic incorporation of Experience Oriented Thinking reshapes the oranisational focus 
of an organisation and tends to user needs with their solutions, rather than selecting a 
technology push approach. This allows for a faster product or service adoption in the market. 
 

3.2 The meaning of user experience (UX) in a cross-cultural setting 

This section describes the potential of Experience Oriented Thinking in a cross-cultural setting, 
building on user experience research in cross-cultural settings. 
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3.2.1 How does Experience Oriented Thinking open new spaces for cross-cultural 
innovation? 

As Daghfous describes in ñValues and adoption of innovations: a cross-cultural studyò 
(Daghfous et al, 1999), 

ñ...an individualôs inclination to adopt a new product is also influenced by his system of 
values. The advantage of using values to explain innovativeness is that this variable 
transcends national, cultural and social boundaries.ò 

The consideration of cultural values and cross-cultural aspects has become wide-spread in the 
marketing sector, but where is the incorporation of values-centered perspectives as a factor for 
innovation? Values, and their positive or negative association with products and services offer 
one of the biggest potential for creating user-centered innovation.  But not only the customer 
and their values should be relevant. More than that, the corporate values can be mirrored in 
products and services, and within a companyôs organisational processes (Lombriser, 1998). 
This becomes even more relevant when a company is dealing with variety of cultures, 
organisational subcultures which not only include geographic, language or religious 
backgrounds, but also educational backgrounds and various mental modals which are 
established and working for those cultures. 
These cultures define a second layer of experience complexity, as they often work diametrically 
to the aspired innovation-style and pace of an organisation. In the context of innovation, one of 
the main difficulties the consolidation of underlying values of sub-cultures and utilise the 
potential which arises from different perspectives carried by different values. 

3.2.2 Technology Acceptance 

Technology acceptance has been proven to be a useful and viable factor to assess acceptance 
of new technologies, which create the foundation for products and services. In an innovation 
process which is based on Experience Oriented Thinking (EOT), technology acceptance plays 
the role of a tool to understand, measure and compare viability of products/services in respect 
to cultures of different imprinting and belief systems. (Viswanath et al, 2008) 
Therefore Technology Acceptance can be an early indicator for the potential market success 
and so future experience successes and failures of innovations before major and high 
investments into building functional prototypes.  
Furthermore, Technology Acceptance Models (TAM) are a valuable tool within the Experience 
Oriented Thinking approach to innovation. They are easily adoptable to fit companiesô needs 
and become a facilitator between expressing a predicted satisfaction of future users with a 
thought of new product or service and deducing points of action in order to gain full satisfaction 
and acceptance. Additionally, customized Technology Acceptance Models represent a 
mechanism for the institutionalization of organizational learning as part of Experience Oriented 
Thinking. 
 

4 CONCLUSION 
As a conclusion, Experience Oriented Thinking (EOT) can be understood as a driver for user 
centered Innovation and competitiveness, even though it is still in its early stages of 
development, In particular this holds for the real and intense utilization of available experience 
knowledge for future product and service development. it already challenges the flaws of purely 
process oriented systems such as Design Thinking. It aims to enable companies and 
organisations to transform their innovation cultures into a user centered perspective, and equip 
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them with the tool-sets and method in order to be able to carry out the complex task of 
innovating more systematically and targeted, without the trade-off of limiting creativity.  
In a cross-cultural setting Experience Oriented Thinking (EOT) opens up new ways of 
understanding users and customer groups and therefore creates a novel space for innovation 
which derives from their needs, values, perspectives and therefore aspirable experiences.  
In organisatinal settings, Experience Oriented Thinking (EOT) helps organisations to innovate 
more resourcefully through the ability of deciding more qualified and informed on the likelihood 
of user-adoption at an early stage, and therefore enables to focus the efforts invested. 
Furthermore, EOT allows to facilitate innovation processes between companies and their 
customers/users in a measurable and repeatable way, helping organisations to win back the 
in-house lead in innovation processes. 
 

5 FUTURE WORK 
As current research on Experience Oriented Thinking (EOT) is still in its early childhood, there 
is vast space to explore the application of different methods in a variety of contexts.  This 
includes the exact understanding of the importance of EOT for early stage startups which are 
defining their first product or service. Also, the role of Experience Oriented Thinking (EOT) in 
digital transformation processes is to be expected and first experimental results allow promising 
outcomes in that area. Besides the impact of EOT on different company sizes and maturities, 
there are various contexts we have started looking into and will be investigated further in the 
upcoming years. This includes the adaption of Technology Acceptance Models for EOT 
purposes, the development of EOT maturity models and mechanisms to install EOT according 
to organisational maturity ranks, and the refinement of an Experience Oriented Business Model 
Canvas. 
Currently five Experience Oriented Thinking research projects with company partners are 
planned which address the topic of User Centered Technology Development. In those projects 
the Austrian Institute of Technology will be installing the Experience Oriented Approach as a 
foundation for the development process and support the companies with installing Experience 
Oriented Thinking in order to help drive and develop a culture of  innovation. 
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ABSTRACT 

It is imperative for fashion manufacturers and retailers to understand todayôs consumersô needs and 
aspirations. As many prior research studies found that consumer choice and preferences are influenced 
by many factors, including symbolic value, financial risk, utilitarian and psychological benefit. Our review 
of the literature suggests that limited research studies have examined the relationship between fashion 
innovativeness and product attributes, particularly in cross-national perspectives. The overarching 
objective of this study was to gain a deeper understanding of how female fashion leaders and fashion 
followers evaluate, select and consume apparel products in three different cultural contexts. We used 
online questionnaire survey to collect 105, 196 and 134 usable data from female consumers in Taiwan, 
India and Canada, respectively. Our results showed that in all cultural contexts fashion leaders were more 
concerned about the fit, style and quality of clothing, while followers were more focused on fit, price and 
comfort. Fashion leaders often used the Internet (e.g., fashion blogs and e-retailers) to search for and 
purchase products. We learned that female consumers in all markets often looked for aesthetic and 
symbolic values in a product. In addition, Canadian consumers were more price conscious than were 
their Taiwanese counterparts. If international fashion enterprises want to be successful in Taiwanese, 
Indian and Canadian milieu, it is important to discover what product attributes may trigger particular 
cognitive and affective responses and, ultimately, product choices among different customers. 
 

 INTRODUCTION  

Due to the globalization, democratization and proliferation of styles, consumers today have far 
more choices in almost every product category than ever before. However, evaluating and 
selecting a product from among a plethora of styles can be exasperating, laborious and 
stressful. This is particularly true of apparel selection, given the wide range of styles and the 
complex considerations of cost, product value, and social communication inherent in clothing 
selection. 
A thorough search of the literature suggests that demographics alone cannot fully explain how 
consumers think, act and behave (Goldsmith and Flynn 2004; Narang 2010).  In this study, we 
propose that in addition to the demographic profiles of consumers, product-related attributes 
(intrinsic and extrinsic cues) and consumer fashion innovativeness play significant roles in 
shoppersô decisions and choices. However, it is important to keep in mind that the correlations 
among these attributes and characteristics are complicated and cannot be easily illuminated in 
a linear fashion. Consumers do not purchase clothing merely to meet physical needs, such as 
for warmth and protection, but also to address social and psychological needs. Surprisingly few 
empirical research studies (e.g., Kim et al., 2002; Rahman et al., 2010) examine these complex 
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relationships ï particularly from a cross-national perspective. Our research seeks to advance 
our understanding of consumer choice and preferences in the purchase of apparel products in 
various cross-national context. To guide and direct this study, we posed the following research 
questions:  
 
RQ1: What product cues play a significant role in clothing selection and evaluation from a 
cross-national perspective? 
RQ2: What fashion information sources do female consumers use for apparel shopping from 
a cross-national perspective? 
RQ3: In different countries, do fashion leaders and fashion followers rely on the same sources 
when they search for fashion information? 

 

This framework of study draws on a number of concepts/theories, including cue utilization 
(Olson and Jacoby, 1972), domain specific innovativeness (Goldsmith and Hofacker, 1991), 
and Hofstedeôs cultural dimension (Hofstede, 2001). The overarching objective is to gain an 
understanding of how female consumers evaluate, select and consume clothing in different 
national contexts. 
 

 LITERATURE REVIEW 

2.1 Product, Consumer and Culture 

Previous studies have indicated that products that include new features offer more appeal to 
consumers than do basic/ordinary styles (Nowlis and Simonson, 1996). This fact implies that 
a piece of fashionable garment may increase a consumerôs propensity to purchase in order to 
create a fresh or coordinated new look. However, it is important to note that consumers living 
in collectivistic rather than individualistic societies (Hofstede 1984; Wu, 2006) may not 
necessarily adopt the ñlatestò or ñcutting-edgeò styles in the early stage of the product cycle, 
but may instead wait until the new fashions are widely accepted by the public. In other words, 
shoppers in a collectivist society such as Taiwan and India are more concerned about 
traditional values and social approval than are their counterparts from a more individualistic 
society such as Canada (Hofstede 1984).  Overall, social conformity or ñdesire to conformò is 
an important determinant of product purchases for those who live in a highly collectivistic 
society (Oyserman et al. 2008; Rahman et al. 2010; Sch¿tte and Ciarlante 1998). However, 
apart from such cultural differences, we assume that if consumers are young, affluent and 
notably fashion conscious, they may be more interested in the aesthetic aspects than the 
utilitarian features of a product.  
On the basis of the preceding discussion, this study was attempted to investigate cross-national 
consumer behaviour in various areas of focus, including: fashion information source; product 
choice and evaluative criteria; shopping patterns; and buying motives. 

 
2.2 Intrinsic Cues and Extrinsic Cues 

In order to gain a deeper understanding of how consumers evaluate and select a product, we 
must uncover the salient impacts of various product cues and consumer preferences. 
According to many apparel studies (e.g., Newcomb, 2010; Rahman, 2011), when consumers 
engage in clothing evaluation, they often judge the product based on various descriptive, 
inferential and informational cues. These product indicators can be categorized into two types 
ï intrinsic and extrinsic cues. Intrinsic cues are those attributes that are directly attached to the 
physical product, such as colour, style, fabric and fit. Extrinsic cues are those intangible 
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attributes which are indirectly attached to the product, such as price, brand name and country 
of origin. However, the salient impact of product cues may varied among consumers depending 
on their cultural and demographic backgrounds, as well as their personal needs and 
aspirations. One study showed that consumers tend to rely more heavily on extrinsic cues 
when judging a low-involvement or privately consumed product such as socks and pyjamas 
(Ahmed et al., 2004). Another study (Forsythe et al., 1999) found that Korean consumers 
tended to use intrinsic cues to a greater extent than Chinese consumers in product evaluation 
and buying decision processes. In our study, in order to understand both the choices and 
preferences of consumers from a cultural perspective, twelve product cues were selected ï 
including nine intrinsic cues (fit, comfort, style, colour, materials, ease of care, durability, 
wardrobe coordination and quality of workmanship), and three extrinsic cues (price, brand 
name and country of origin). The selection criteria of these product indicators were based on 
previous apparel studies (Eckman et al., 1990; Rahman 2011; Rahman et al., 2009) ï e.g., the 
popularity, relevancy and importance of the product cues.  
 

2.3 Fashion Innovativeness ï Fashion Leaders vs. Fashion Followers 

Many studies (Eicher et al., 2000; Beaudoin et al., 2000; Damhorst et al., 1999) found that 
fashion leaders are more interested in fashion than are fashion followers. Leaders often look 
for change, variety and the latest styles, exciting products, and new experiences (Goldsmith et 
al., 1991). In terms of self-concept, fashion leaders are more ñexcitable,ò ñindulgent,ò 
ñcontemporary,ò ñformalò and ñcolourfulò than do those of fashion followers (Goldsmith et al., 
1996). Another study (Workman and Kidd, 2000) found that fashion leaders were more 
concerned about the uniqueness of a product than were fashion followers. In one study of 
apparel purchases (Beaudoin et al., 2000), six out of twelve evaluative cues were deemed to 
play a more significant role to fashion leaders than fashion followers ï including colour, 
attractiveness, fashionableness, brand name, appropriateness for occasion, and choice of 
styles. Thus, it is reasonable to suggest that aesthetic and symbolic values (colour, style, 
fashionability) play a more significant role to fashion leaders than followers.  
In addition to product evaluative cues, fashion leaders tend to read more magazines for fashion 
information (Goldsmith et al., 1991) and spend more money on clothing (Baumgarten, 1975; 
Goldsmith and Stith, 1993) than do fashion followers. In a similar vein, studies have shown that 
fashion leaders rely more on marketer-dominated sources (e.g., fashion magazines) for fashion 
information than on consumer-dominated sources (e.g., classmates) when they are searching 
for new fashion products (Vernette, 2004; Chowdhary and Dickey, 1988). 
In order to understand and illuminate the differences between fashion leaders and fashion 
followers, the domain specific innovativeness (DSI) scale was adapted for this study. The DSI 
is a six-item balanced scale developed by Goldsmith and Hofacker (1991), which has been 
widely applied in different product and service domains such as information technology 
(Agarwal and Prasad, 1998), Internet shopping (Goldsmith, 2001), 3-G mobile services 
(Margherita, 2007), high-technology products (Hirunyawipada and Paswan, 2006), online 

banking (Ald§sȤManzano, 2009), and fashion (Jordaan and Simpson, 2006).  

 METHODOLOGY 

Adult consumers (18 years or older) were recruited as participants in this study. The data were 
collected in Taiwan, India and Canada because of the significant differences among these 
three countries in regard to social, cultural, and economic conditions (Hofstede 2012). The 
questionnaire survey was developed in Canada and divided into three sections. Section one 
consisted of questions in three areas: (1) fashion innovativeness; (2) importance of product 
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cues; and (3) sources of fashion information. To measure various dimensions of the 
aforementioned areas, Goldsmith and Hofackerôs (1991) Domain Specific Scale was adopted, 
twelve apparel cues were selected, and eleven fashion-information sources were employed. In 
this section, a 5-point Likert-type response scale (5 = strongly agree or very important, 1 = 
strongly disagree or unimportant) was used. Section two of the survey was focused on 
consumer shopping behaviour and buying patterns. This section included questions related to 
clothing choice and purchasing intent. For example, respondents from Taiwan, India and 
Canada were asked to select and indicate their product choices according to their cognitive 
and affective judgment, personal preferences, and tastes. The final section of our questionnaire 
survey was devoted to socio-demographic questions including gender, age, occupation, 
education, income and marital status. We employed SPSS to analyze the data we collected in 
the study. 

 FINDINGS 

In total, 187, 198 and 134 usable data were collected from Taiwan, India and Canada 
respectively. The subjects from these three countries were females, with most of them falling 
between 18 and 27 years of age (as shown in Table 1). The mean age of the Taiwanese, Indian 
and Canadian samples was 25.3, 20.0, and 26.8, respectively. All Indian participants and over 
60% of both Taiwanese and Canadian samples were single or never married. 
In terms of consumer fashion orientation, as indicated in Table 2, more Canadian respondents 
(23.9%) were categorized as fashion leaders than were respondents in the Taiwanese and 
Indian samples. It is interesting to note that although the Indian sample was on average much 
younger than were the Taiwanese and Canadian samples, the proportion of fashion leaders in 
the Indian sample was much lower than Canada. Many prior studies (Goldsmith et al., 1996; 
OôCass, 2001; Palegato and Wall, 1980) have found that young consumers are more likely to 
be classified as ñfashion leadersò than are older consumers, but our study suggests that this 
concept may not be applicable across countries.   

 
Table 1. Demographic profile of respondents 

 
 Taiwan India Canada 

Characteristics Frequency Percent Frequency Percent Frequency Percent 

Age       

18-27 77 74.0 196 100 72 53.7 

28-37 17 16.4 0 0.0 29 21.7 

38 or above 10 9.6 0 0.0 26 19.4 

Mean age 104 25.3 196 20.0 127 26.8 

Missing 1 0.6 0 0.0 7 5.2 

Total 105 100 196 100 134 100 

Marital status       

Single, never married 83 79.0 196 100 90 67.2 

Married or domestic 

partnership 

21 20.0 0 0.0 37 27.6 

Widowed, divorced 1 1.0 0 0.0 5 3.7 

Missing 0 0.0 0 0.0 2 1.5 

Total 105 100 196 100 134 100 
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Table 2. Innovativeness profile of respondents 

 
 Taiwan Indian Canadian 

Frequency  Percent Frequency Percent Frequency Percent 

Fashion Leaders 9 8.6 20 10.2 32 23.9 

Fashion Followers 96 91.4 176 89.8 102 76.1 

Total 105 100 196 100 134 100 

 
 
Sources of Fashion Information ï Differences among Countries 
In terms of fashion-information sources, ñfriends,ò ñmagazines,ò and ñpeople on the streetò were 
ranked relatively high by the Taiwanese participants, and ñstore/window display,ò ñfriends,ò and 
Internet ï e-retailer websiteò were ranked the top three sources. Indian participants also ranked 
ñfriendsò as the most important information source, followed by ñparentsò and ñsiblings.ò These 
findings indicate that personal sources play a more important or influential role with Indian 
apparel consumers than do public sources. According to the findings of consumer-socialization 
studies (Bearden and Randall, 1990; Moore and Moschis, 1978), as children mature and enter 
adulthood, parental influence decreases while peer-group influence increases. A study of 
apparel shopping behaviour conducted by Koester and May (1985) also found that parental 
influence on clothing selection decreased as preadolescents age, but peer, sibling, and media 
influences increased. In a similar vein, Chen-Yu and Seock (2002) revealed that ñfriendsò were 
the most important fashion information source of motivation for adolescentsô apparel 
purchases.  
Our findings reinforce those of the previous studies. Taiwanese and Indian participants 
considered ñfriendsò to be the most important and valuable source of apparel-purchase 
information, and those in the Canadian sample ranked ñfriendsò as the second most important 
source. Note, however, that Indian participants ranked ñparentsò as the second most important 
source of influence, in contrast to respondents from the Taiwanese and Canadian samples ï 
both of which ranked ñparentsò as the least significant sources of information. Possible 
explanation for this variation may include: (1) differences between culture in India and those of 
the other two countries; (2) the relatively young age of the Indian participants; (3) Indian families 
may emphasize parent-child communication and co-shopping experiences more than both 
Taiwanese and Canadian families; and (4) Indian young consumers may have less autonomy 
and less disposable money to spend on clothing than do their peers in other countries.  
It is important to note that Internet (e-retailer websites and fashion blogs) played a relatively 
more significant role for the Canadian participants than it did for the Taiwanese and Indian 
participants. This finding is in line with a study released by ComScore Canada. As CBC (2015) 
pointed out: ñCanadians are among the biggest online addicts in the world, visiting more sites 
and spending more time on the internet than anyone else in the world, according to ComScore 
Canada.ò  
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Table 3. Major fashion information source 

 

 Taiwan (N=187) India (N=198) Canada (N=172) 

Fashion Information 

Source 

Mean 

[Ranking] 

S.D. Mean 

[Ranking] 

S.D. Mean 

[Ranking] 

S.D. 

Friends 4.28 [1] 0.700 4.06 [1] 1.049 3.68 [3] 1.073 

Magazines 4.00 [2] 0.909 3.68 [4] 1.099 3.46 [5] 1.186 

People on the street 3.90 [3] 0.854 3.02 [11] 1.197 3.63 [4] 1.199 

Television  3.86 [4] 0.893 3.48 [7] 1.103 3.10 [7] 1.186 

Store/window displays 3.85 [5] 0.852 3.68 [5] 1.052 3.86 [1] 0.982 

Celebrities  3.74 [6] 0.951 3.42 [8] 1.215 3.08 [8] 1.292 

Advertisements/billboards 3.68 [7] 0.872 3.42 [10] 1.099 3.04 [9] 1.285 

Internet ï e-retailer 

websites 

3.50 [8] 1.128 3.65 [6] 1.020 3.69 [2] 1.133 

Internet ï fashion blogs 3.47 [9] 1.093 3.42 [9] 1.132 3.46 [6] 1.352 

Siblings  3.35 [10] 1.185 3.74 [3] 1.114 2.77 [10] 1.314 

Parents  2.98 [11] 1.248 3.81 [2] 1.016 2.70 [11] 1.212 

 
*[#]: Ranking of attributes are based on the mean scores (5=most important and 1=least important) 

 

4.1 Fashion Information Sources  

4.1.1 Taiwan 

The mean differences between fashion leaders and fashion followers in Taiwan regarding the 
significance of fashion information sources were examined using the t-test. The results showed 
significant differences between leaders and followers in terms of using people on the street 
(t=0.839, df=103, p=0.000), magazines (t=2.768, df=103, p=0.020), and store/window displays 
(t=0.664, df=103, p=0.026), to acquire fashion trends and information. Taiwanese fashion 
followers relied more heavily on what people wear on the street, magazines and store/window 
display for fashion information source than fashion leaders. 

4.1.2 India 

Our analysis of the data relating to fashion information sources in India showed significant 
differences between fashion leaders and fashion followers in terms of using friends (t=3.288, 
df=191, p=0.000), and parents (t=4.065, df=190, p=0.006) for fashion trends and information. 
Fashion followers relied relatively more often on friends and parents for fashion information 
than did fashion leaders. 

4.1.3 Canada 
The results of the t-test on the Canadian data showed significant differences in regard to a 
number of sources used by fashion leaders and fashion followers to obtain fashion trends and 
information. These included magazines (t=-4.671, df=132, p=0.012), Internet fashion blogs (t=-
4.567, df=132, p=0.024), and Internet e-retailer websites (t=-2.560, df=132, p=0.026). Clearly, 
public sources including magazines and the Internet (e-retailer websites and fashion blogs) 
played a more significant role to fashion leaders than fashion followers in their search for 
apparel information. 
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4.2 The Importance of Clothing Evaluative Cues 

As shown in Table 4, it is evident that, overall, ñfitò was perceived as the most important product 
attribute for clothing evaluation. ñComfortò was ranked as the second most important factor by 
Taiwanese and Indian participants, and ranked fourth by Canadian participants. Interestingly, 
both ñbrand nameò and ñcountry of originò were perceived as relatively insignificant factors for 
clothing evaluation in all groups. Our results showed that the functional variables (e.g., fit, 
comfort, durability) and symbolic/aesthetic variables (e.g., style, colour and brand name) were 
given a similar role in clothing evaluation in all three countries regardless of the cultural 
differences that arise from participants living in a collectivistic society (Taiwan and India) versus 
an individualistic society (Canada). This finding is inconsistent with Rahman et al. (2010). 
However, we should be cautious in interpreting these findings because more than 50% of the 
participants in our Canadian sample were more than 27 years old, as shown in Table 1. In 
general, older consumers have less interest in fashion style or pay less attention to the symbolic 
meaning of clothing (Dart, 2001; McCracken and Roth, 1989). 
 

Table 4. Significance of product evaluative cues 

 

 Taiwan (N=187) India (N=198) Canada (N=172) 

Product Cue Mean 

[Ranking] 

S.D. Mean 

[Ranking] 

S.D. Mean 

[Ranking] 

S.D. 

Fit  4.51 [1] 0.748 4.75 [1] 0.612 4.91 [1] 0.313 

Comfort 4.42 [2] 0.690 4.44 [2] 0.887 4.31 [6] 0.834 

Price 4.35 [3] 0.772 3.74 [7] 0.916 4.49 [3] 0.723 

Style 4.30 [4] 0.771 4.05 [4] 1.012 4.51 [2] 0.692 

Material - fabric 4.28 [5] 0.740 4.12 [3] 0.966 4.38 [4] 0.794 

Colour  4.24 [6] 0.827 4.02 [5] 0.981 4.33 [5] 0.766 

Wardrobe coordination 4.19 [7] 0.967 3.44 [11] 1.101 3.84 [9] 1.149 

Ease of care 4.16 [8] 0.900 3.49 [9] 1.107 3.72 [10] 1.186 

Durability 4.10 [9] 0.904 3.71 [8] 1.153 4.00 [8] 0.973 

Quality - workmanship 3.99 [10] 0.838 3.85 [6] 1.031 4.30 [7] 0.879 

Brand Name 3.17 [11] 1.180 3.47 [10] 1.130 2.66 [12] 1.180 

Country of Origin 3.05 [12] 0.955 2.58 [12] 1.199 2.68 [11] 1.247 

 
*[#]: Ranking of attributes are based on the mean scores (5=most important and 1=least important) 

 LIMITATIONS  

We believe that this study provides some insights and information to fashion practitioners 
and academic researchers. However, there are several limitations to the present study. 
Firstly, the addition of qualitative research methods could have provided an in-depth 
understanding of consumersô perceptions and preferences. Secondly, a single study should 
not form the basis for generalizations; thus, more replicated studies are needed to 
strengthen the dataôs validity and reliability. Future research may expand to include 
consumersô interactivity and engagement with online/offline shopping, cognitive and 
affective responses of e-retailing websites, and cross-cultural examination of global social 
networking, advertising and e-retailing strategies. 
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ABSTRACT 

As organizations around the world confront new economic realities, many find organizing an effective 
response in this highly complex, highly uncertain environment to be uniquely challenging. 
Their sense of heightened uncertainty and risk reflects a business landscape. The rapid advance of 
communication technology and electronic commerce has eroded customer loyalty by creating more 
convenient access to product information, purchase options and services. In mature economies, market 
saturation has slowed growth in many categories. In emerging markets, greater consumer spending 
power has drawn the attention of providers searching for fresh growth, spurring further cross-border 
competition. 
Judging by the size of these investments there is a risk of Customer centricity being just another passing 
fad (think reengineering, six sigma, and the myriad of other buzzword programs that were sent to an early 
grave) looms large. 
What we are hinting about here is a lack of basic controls and check mechanism. The ratio of the types 
of measures and tracking systems necessary to efficiently manage and deliver on their Customer centric 
commitments is far less than the number of new Customer centric investments and initiatives that are 
announced everyday globally. 
The brighter side is that effective Customer centric governance is fairly easy and inexpensive to put in 
place, but it does require that you make it a focus and priority, and assign to it an importance 
commensurate with all its other critical activities. 
Organizations that truly deliver for customers know how they must evolve to meet customersô priorities. It 
starts with understanding the role of culture and its impact; secondly articulating Your Line of Sight; thirdly 
describing (holistically) what success looks like; Fourthly Integrating your goals with your programôs 
initiatives; Fifth how do you review and manage your ñpipelineò of improvements. Lastly, how do we 
measure progress periodically both at the program and activity level? 
 

 INTRODUCTION  

Organization and nations since historical times are in the eternal quest of the Holy Grail to get 
the competitive advantage and build capabilities to sustain profits and growth. Gold and silver 
discovered in Americas and building of marine supremacy was a logical step in the direction 
during the 15 & 16 century. The birth of industrial powers and the capabilities to maintain 
colonial power to sustain market for the mass produced goods was the next step in the direction 
for adaptability and sustenance of profits& growth. 
In the recent times, the Blue Ocean Strategy created by Kim and Mauborgne (2005) introduced 
a new way of thinking, a new strategic mind-set that charts a bold new path to winning the 
future.  Customer centricity is an initiative in creating the Blue Ocean strategy for an 
organization during the turbulent times. Being customer centric as championed by Fader (2012) 
means looking at customerôs lifetime value and focusing marketing efforts squarely on real 
world high time value. However to reduce it from being just a lexicon letôs see how do we align 
the intent and the process to make customer centricity a living organism thriving and evolving 
instead of becoming an extinct species. Listed below are some of the initiatives which are 
central to creating a corporate customer centric journey into a reality. 
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2.1 ROLE OF THE CULTURE 

 Wal-Martôs foray into China, Monsantoôs initial struggle in India and Huaweiôs spectacular 
performance in Europe are examples of impact of culture so many times considered a softer 
issue till it becomes too late to make course correction. Putting customers at the center of your 
business would be initiated only through being aware of the impact of the culture. 

  

2.1.1 Culture of collaboration 

A customer-centric organization demands a new culture of collaboration. The product-oriented 
sales culture of old was, by definition, territorial with little sharing across organizational silos. 
Not so in the customer-centric organization. Tailoring solutions to customersô ever-changing 
needs requires a level of cooperation across functions, across product and service lines, and 
across company boundaries that is unprecedented and not a little uncomfortable. 

 

2.1.2 Align Strategy with Culture 

Executives may underestimate how much a strategyôs effectiveness depends on cultural 
alignment.  A companyôs culture can begin with words, but those words need to represent a 
decisionðsomething you actually stand for, a decision then expressed in the clearest, and 
ideally fewest, words. Find a central operating principle.  Think of the Ritz-Carlton ñWe are 
Ladies and Gentlemen serving Ladies and Gentlemen,ò or Mayo Clinicôs ñThe needs of the 
patient come first.ò  Mayo clinic promotes unusually high levels of collaboration and teamwork, 
reinforcing those traits through formal and informal mechanisms. 

 

2.1.3 Maintaining a composite culture with massive Growth: employee retention 

At current rates of attrition, Indian Banking industry will need to hire over 400000 more people. 
Attrition leads to a direct wastage of time and resources invested in hiring and training the 
person who has left the organization. It has more debilitating second order consequences. High 
attrition environments find it difficult to maintain culture and value system. It also affects 
employee morale and hence engagement levels. A culture of engagement is a natural 
progression in sustaining customer centricity. 

 
2.1.4 Impact of Local/ National Culture 
The research results (2013) show that national culture have an impact on organizationsô 
activities, procedures, and management in change implementation. As Miroshnik (2002) 
concludes, there are elements such as values and social structures that emerge from national 
culture and directly influence organizationsô activities and procedures through their employees. 
In this case, the influence of national culture on the organizationôs activities also became 
evident. Local people represent values of the national culture that also creates their philosophy 
of life in the workplace. This partly explains why the same activities are carried out differently 
depending on the country and national culture. 
Huawei success story is a further proof to our testimony on the role of culture. Here are some 
interesting details.   
The Shenzhen-based firm also highlighted research from (2014) IPSOS a marketing research 
firm that ranked it in first place in brand awareness growth. Mark Skilton, professor of practice 
in the Information Systems & Management Group at Warwick Business School, said Huawei's 
headway was attributable to a "new way of thinking" at the vendor, which is banned from selling 
its networking equipment into the US and some other countries. "Samsung's global mobile 
phone market share is 25 per cent, but that has been falling, while Apple has 11 per cent 
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followed by Huawei at seven per cent in third, but it is catching up," he said." This has been 
due to a cultural shift made by the company towards what the CEO described last year in its 
European conference in Zurich as a new way of thinking. No longer is Huawei a telecoms 
network 'pipe', delivering in the main broadband. It sees itself as a digital business focused on 
customer service.  
 

2.2 Line of Sight 

Line of Sight is initiated by defining the vision and awakening the organization to the challenges 
of current reality of profits, growth, competitiveness, etc. facing the ecosystem. Thereby 
creating strategic insights for Customer facing positions as well as operating managers. 
Detailed are some process which evolve the role of line of sight in customer centricity. 

 

2.2.1 Define Vision and Implementation Mechanism 

Leaders need to create an explicit vision of the customer centricity & its relevance in the current 
scenario and then walk the talk, backing up their commitment with action and investment to 
propel the organization into a momentum. To enable the vision see the light of the day, 
management should install measures to ensure the vision guides employee mindset ï for 
example, by implementing a code of behavior. Ideally, this code will be translated into a 
balanced scorecard and a go-to-market model. Since, employees want to know whether their 
company hasðand their leaders collectively supportða vision and a strategy. An outstanding 
customer experience creates promoters, and promoters are more valuable to a company than 
other customers.  

2.2.2 Create Insights for Customer facing positions  

Those in customer facing position should have both a clear idea of their own responsibilities 
and the tools and authority to achieve them. The front line must learn how to take responsibility 
for the customer experience. Bonus payments should be tied to the level of customer loyalty. 
This ensures that the vision is not just a promise to the external world, but provides a framework 
for activities within the organization and gives employees a purpose they can identify with. Staff 
may even develop a sense of being proud to work for their employer. Such positive energy 
leads to better performance. When Bain surveyed marketing and sales executives on how their 
companies performed in 60 areas, the largest gap between high and low performers (as 
measured by Net Promoter Scores and market share growth) occurred in ña front line that 
understands and passionately executes the strategy.ò 

2.2.3 Have an ñoutside-inò outlook 

The outside-in approach should not only look into the customer segmentation but the entire 
value chain. This involves clearly not only defining strategy and desired outcomes, but also 
knowing your ecosystem & the underlying culture, aligning stakeholders, defining 
accountabilities, and establishing internal commitments. Customers see that series of 
interactions from the outside in, colored by their expectations and their alternatives.  Customer 
centric leaders embrace the customer, local culture and employee perspective, rising above 
internal complexity to see and manage the whole picture from the customerôs point of view. 
Becoming customer-centric means looking at an enterprise through the lens of the customer 
and his ecosystem rather than the producer or the organization. Itôs about understanding what 
problems customers face in their lives and then providing mutually advantageous solutions. 
Silos must be bridged, not necessarily busted. Delivering the differentiated experience includes 
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a cultural shift from an inside out to outside in which translates into customer centricity from 
product centricity and finally the role of clear-cut vision. The illustration in Exhibit 1. Details the 
mindset shift from product centricity to customer centricity another instance of mindset 
evolution.  

2.3 Defining (holistically) what success looks like 

2.3.1 Evolving Organizational aspiration by focusing on Long-term Relationship 

Techies love their product, but itôs the user who needs to love it more to make your business 
venture successful. Few minutes per day on Customer experience review can take your 
venture long way. And it means focusing less on driving customer transactions for short-term 
gain, and more on fostering trust-based relationships over the long term. This customer-centric 
initiative can, and often does, lead to fewer service interactions, channel transfers, and process 
rework, however declaring & communicating these benefits to customer interfacing segments 
soon is vital. Define Customer centricity by articulating the differentiation/distinct value 
proposition and monitoring its actual delivery to customer. Clearly define your organizational 
goals as well as the customers you are prepared to serve now and those you would like to 
serve in the future. ñIn turbulent times, your strategy matters more than ever. The world's 
greatest companies weather adversity and uncertainty much more adeptly by operating from 
their core strengths. A strategy built on these differentiating capabilities helps you outpace the 
competition, achieve faster growth, and earn the right to winò-(PwC) 
 

2.3.2 Companies need to recognize, develop and manage more than one kind of customer 
loyalty 

 The new complexities of knowing and reaching customers ultimately impact the experience 
companies create for them. Customers tend to have distinct preferences regarding multiple 
factors that shape their perceptions of and satisfaction with the experience: product 
functionality, price and service terms, the variety and availability of service channels, to name 
a few. Understanding and addressing all these preferences is indeed challengingðparticularly 
for companies that serve a large, demographically varied customer base, spanning geographic 
markets. Putting users at the center of the product universe ï Apple. Apple Inc. is famed for 
the outstanding usability and customer-centric design of its products. The IT Corporation 
transports the feeling that it can intuit customersô needs, promptly materializing them in new 
products. It is constantly evolving. But one anchor of Appleôs success is surprisingly low tech: 
its chain of bricks-and-mortar retail stores where they excite their customers with truly needs-
based products and services. Apart from the unique but always recognizable (branded) look 
and feel of the stores, their checkout system is also innovative. Instead of having staff stand 
behind the counter, they move around the store talking to customers in an open concept. 
According to the statistics, the number of visitors to Apple stores over the last 10 years has 
exceeded the population of the US. 

 

2.3.3 Leverage digital technology 

Unlike branch banking, if banks want to integrate digital banking will require banks to forge new 
relationships by taking into consideration the entire ecosystem like telecom operators, 
merchants, etc. For example, they will need to develop mutually beneficial partnerships with 
telecom operators to fully leverage the potential of mobile banking. Banks could also look at 
signing up businesses and merchants (directly, or indirectly through intermediaries) to develop 
a robust billïpay network for their customers. Another way for banks might be to tie up with 
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numerous nimble nonïbanking organizations to bring innovative value propositions to 
customers. BCG survey of more than 40,000 banking employees IN INDIA in 2014 revealed 
that only about 50 percent of the respondents themselves use digital channels like mobile. 
Banks need to undertake massive internal training and sensitization programs to get their own 
staff onï boarded, with regard to digital channels. Only the employees who are using such 
platforms themselves can truly and confidently influence customers to embrace digital 
channels. Frontline employeesô key performance indicators should have explicit weightage and 
targets for onïboarding existing and new customers to digital channels. 
 

2.4 Monitor and manage your ñpipelineò of improvements ï Test, scale up, and 
iterate  

2.4.1 Understand the needs and the cost to serve 

One of the characteristics of a mature Customer centricity program is a healthy ñpipelineò of 
small and well-focused initiatives delivering ongoing improvements to customer touch points 
and delivery channels. Itôs initiated by understanding needs and economics of serving the 
needs. Tailoring solutions and testing out the prototypes from the usersô viewpoint. Modifying 
wherever necessary. 
Consider a list of some of the activities that banks doðdata entry, filling ATMs with cash, 
maintaining selfïservice machines, delivering documents, maintaining servers, helping 
employees with basic computerïrelated issues, maintaining IT applications, securing 
premises, managing records, housekeeping, maintaining facilities, preparing payroll, etc. A 
large number of bank employees are engaged in carrying out these types of activities. Are 
these core activities of the bank? Should bank employees necessarily do these? Is doing this 
activity inïhouse the most productive use of relatively expensive banking talent? Would it dilute 
control or increase risk if some of these activities were outsourced? 
Answers to these questions could vary slightly for different banks, given their starting points, 
cultures and organizational limitations.  Banks will need to create a framework for outsourcing. 
To start with, they will have to develop robust capabilities for vendor relationship management 
in order to realize the full benefits of outsourcing. Also, banks need to choose a select number 
of vendors who are almost partners in the business, and are as interested in continuous 
improvement as the banks themselves are. One of the characteristics of a mature Customer 
centricity program is a healthy ñpipelineò of small and well-focused initiatives delivering ongoing 
improvements to customer touch points and delivery channels is initiated by understanding 
needs and economics of serving the needs. Tailoring solutions and testing out the prototypes 
from the usersô viewpoint. Modifying wherever necessary. 

 

2.4.2 Switch from an ñinnovation funnelò to an ñinnovation pipelineò 

Another logical consequence of aiming high and supporting big is that companies wonôt be able 
to support too many launches. This should encourage them to abandon the standard 
ñinnovation funnelò approach of generating and screening a flurry of ideas. That path inevitably 
leads to considerable yield loss and product proliferation. Instead, start by determining what 
new products can win with shoppers and how many can reasonably be implemented in the 
storeðthen working backward to develop those products. This puts the onus on consumer 
products companies to boost their shopper insights and customer management capabilities. 
The example below illustrates the point. 
Tata Motors, which developed the Nano, the cheapest car ever produced, is now building on 
its strength in the Indian truck market to export more trucks to other emerging markets. In 
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Russia, Tata sees tremendous market-growth potential and an opening to challenge local 
original-equipment manufacturersðif it can tailor its products and business model. Tataôs 
Super Ace small-chassis truck, for instance, will need more torque, a larger load box, and a 
roomier cabinðand, of course, heated mirrors. Tata is weighing other elements of the business 
model as wellðwhich brands to emphasize, whether to use company-owned service centers, 
and how to offer more vehicle financing.  
Exhibit-2 details the concept. 
 

2.5 Map the connections and interplay between your goals and your programôs 
initiatives 

2.5.1 Customer Journey Mapping  

The principle is to remember that ójourney mapping must involve the customerô and should 
always be underpinned by facts and accurate data, not personal viewpoints or assumptions of 
the team. Where feasible, actual customers should be directly involved in mapping workshops. 
This will help paint a clearer and more unbiased picture of the customersô actual experience 
and expectations. After all, how effective can a customer journey map be without real customer 
insight? Some companies have used technology to tailor their approach, Amazon.com perhaps 
most visibly, it uses a customerôs past purchases and browsing behavior, as well as the 
purchases of similar customers, to tailor recommendations to the customerôs distinct 
preferences.  

 

2.5.2 Interlinkages of KPI 

To develop the necessary esprit de corps, companies must build linkages across their 
organizations. Key financial and operating metrics will change. For most firms today, customer-
centricity is a necessity for survival ð the only sure way to ensure the organizational resilience 
that will keep a company out of the jaws of commodity hell. Instead, organizations need simpler 
KPIs that cut across organizational boundaries, rationalization of organizational structure to 
reduce boundaries, and lean processes to reduce handïoffs. Targets, objectives and role 
mandates of people will have to change; new dashboards and metrics will have to be created; 
cooperation mechanisms will have to be fostered. However, co- operation cannot be decreed. 
It is not a matter of structure, processes or systems alone. Cooperation happens only when the 
work context makes it individually useful for people to cooperate 

 

2.5.3 Design, deliver and DNA  

Frame the process of customer centric-change (see Figure 4). Every companyôs journey is 
different, because each one starts from a different place and has its own unique strengths and 
weaknesses. But the essential elements of each truly customer-centric company take a 
different, wide- angle view.  In case of banking for instance itôs moving beyond event-oriented 
marketing, they have developed a holistic and continuous view of each customerôs evolving 
life-cycle needs as he or she moves through marriage, home ownership, parenthood, and other 
transforming life experiences. View the entire value chain to be consistent, e.g. Third-party 
channels and routes to market also affect customer loyaltyðand can destroy unless they are 
managed effectively. Analysis and decisions concerning such factors as offers, sales 
incentives, pricing, service deliveryðall dimensions of the customer experienceðshould 
include all the trading partners who contribute to the customer experience. In most retail banks, 
traditional channels (branches, ATMs, online banking, contact centers) are not yet fully 
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integrated. 
Cutting costs indiscriminately, without understanding customer impact, can damage trust, leave 
customers more receptive to competing offers and make them harder to win back later. Involve 
distributors and, together, build stronger partnerships. 
Once say an FMCG company identified its highest-priority categories, cities, and outlets, it will 
be able to allocate resources more effectively and make decisions relating to distribution, sales-
force effectiveness, and change management more easily. Executives will have window into 
how all those seemingly random initiatives translated into things they were directly accountable 
for and cared deeply about, and had no problem investing accordingly. Customer Journey 
mapping will deliver its promise. 
 

2.6 Periodic review/Feedback on the Progress  

2.6.1 Review Mechanism 

Most of the work done in the above areas will go for naught unless one establishes some 
ongoing reporting of progress at both the program and activity levels. Since ROI for customer 
centricity can only be proven through such measurements. The number of reports, content and 
frequency of distribution will be unique to the needs of your program. The strongest Customer 
centric programs are those that make measuring processes a top priority. Whatôs important is 
that reporting against your goals and standards occur on a regular basis and with a high degree 
of transparency. Create an initial customer satisfaction scorecard and begin to define key 
customer key result areas (KRAS). They help you to evaluate your achievement in the process 
and the lead factors KPI-key performance areas. They help you to guide & influence 
achievement your process. 
Other mechanism include designing a basic (but formal) voice of the customer (VOC) program 
and pilot it in a business unit. Using actionable segmentation and analysis to know their 
customers deeply. This knowledge helps them understand changing behaviors, predict future 
needs and preferences and make more profitable decisions about offerings, pricing, channel 
strategies, campaigns and customer treatment. Use analytics to measure effectiveness of 
initiatives. 
 
2.6.2 Simplicity of Metrics 

Over the longer term, organizations need metrics and benchmarks of the sort created for 
sporting events like football, basketball, so that everyone in the organization knows how they 
are doing  & which levers to push to trigger outcome. Knowledge of Analytics could be 
leveraged for creating a dashboard. The user-centric approach will build ownership thus reduce 
escalations. This also ensures value for the business build on trust and responsiveness 
impacting ease for the employee to customer with organization rather than just a tool pushed 
down their throat Analyze the existing barriers to effective retention and cross-selling efforts.  
Customer insights and intelligence invariably dwell where the customers areïon the front line-
-so customer interfacing channels should be armed with the skills and authority to tailor 
solutions at the point of contact 
E.g. Ritz Carlton has taken the opposite approach, delegating authority and accountability for 
local decisions to the customer interface in their hotels. Front line employees have great latitude 
in addressing and anticipating guest needs. Hotel staff fully own customer complaints and have 
the authorityïwithin broad corporate guidelines--to compensate guests on the spot for any 
problem or inconvenience. 
2.6.3 Special Function dedicated for Customer Centricity 
It will also be a good idea to have a small people managing the function with accountibity to 
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the business. This will ensure ROI, innovation and customer journey mapping, audit and 
evolution of the initiative. This will also help to curtail monopolies and resources are made 
available wherever the tooth is. 
 
2.6.4 Reward and Recognition 

To sustain momentum and commitment, organizations must have a recognition and reward 
system leveraging the metrics. This also builds trust in the system so very critical for 
sustainability.  Ensure that the functions which do not cooperate to bear the cost. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 1 

 
 


