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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:

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

1 Session B: Intercultural Perspectives in Higher Education Research

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

9 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 Prof. Dipl.-Ing.D r . Ma r glzmwienindr e
University President Dean of the School of Management
Head of Studies Global Sales and Marketing
Cross-Cultural Conference Team
Cross-Cultural Management Member of the Cross-Cultural Cooperation Partner at the
and Emerging Markets Centre Business Conference Team School of Informatics,

Communications and Media
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Teresa Gangl, MA Eva Miglbauer, BA Dr. Martina Gaisch
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Key Note
fiThe Feasibility of Political Or d er 0

Prof. Dr. Werner Patzelt, TU Dresden

dounterfactually, 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
cul tural capital (i.e. 6gover nme
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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Mag. Judith Kaltenbrunner has a background of market research
and empirical investigations, and has been pursuing her career at
BMW Group since 2001. Starting as a technical purchaser, she is
now in a leadership position and has full responsibility over the
HR department at BMW at the plant in Steyr.

Closing Keynote:

fiLost i n Tirthonvs ltadt iBrni dge t he
Mag. Bel i nda dttPadHederallHtanonta
Chamber

We live in a world of fundamental change: digitalization,
globalization and diversity. Cooperation of businesses and
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.

Ma g . Belinda H°dl started her career as an Exrg
Federal Economic Chamber (WKO). She defected to the cabinet of the State Secretary of the

Federal Ministry of Economics, Family and Youth later on and has been Senior Advisor for

Higher Education Policy at the WKO since 2011.
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Global Strategic Partnerships 1 A New Paradigm for
Academic Institutions

Satish AilawadiZ, R®k a T- zs a

alnstitute of Management Technology (IMT), Hyderabad, India
bInternational Relations Office, National University of Public Service, Budapest, Hungary

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 authorshave emphasized that identifying appropriate
makes these partnerships strategicd. It is observed
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
Institutionds I nternat i on alships driges innowationsThidiferentéaeets off or s
an academic institution thereby making it an attractive destination for the students as well as its partners.

The authors have attempted to define &éstratstrgegic par |
if it covers both the breadth and depth of the col |
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 oned6s own interests and culture and
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.

ADi versity is del i gfortefolfdrniing puchipartaarships.erheilndernationdl Rélatians g
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-

cul tural perspective of two institutesd mesh very v
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
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.

1 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

institutionods international statur e. However

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 Ostrategic partner p6é suggests

s hi
the partnerships. A partnership is usually labelledwi t h t he adj ective fAstra
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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
institutionds strategy as to what exactly one
beyond publicity and in which specific areas it wantsto cooper at e. Such a k
partnershipéd acts as a hindrance for measurin
creativity thereby leading to stagnancy on one hand and potentiality on the other.

These Ostrategic partnekrtsd @ameds ndthemnastwhd Hgvetcwtnin
wor ked with for some time. Overemphasizing one
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 eoimwhithhcase fatiners haye ai s s
similar profile in terms of research and education portfolio and want to add up their capacities
to get better and international resul ts. On tt

could be also a driving force of forming strategic partnership. In this case partners complement
each ot her 6s di ffer ent- emblingt dyredgy and ianovditionc ahea c i t
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 instituteds c¢ampusss cohcarnsgoé acconmodation touttiei o n s
students by clearly explaining what housing arrangements are available, preferably with
photographs, how much will it cost and what is included in that cost.

14



Guidelines for making partnerships successful

Afterensuring that the two institutesdé cultures

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 thatyourinst i t ut eds partnership is not a

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

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.

t

he

Letds say partner hi gher education institutior

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

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
gener al , and more indicators def i ni o, vdrofew
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.

15
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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 compl ex projects of cooperation i
i nternat i-the prdductton ofi hgmydpublicized one-time international event using

public relations as a means to demonstrate th
adchoc basis. Academic institutes focusing mor e
student sd mobil ity athdse inare focuseddrrgseagch sxcellehce wilk a

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 oraninsti t ut e 6 s
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
partner6s 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
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.

16



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
partnershipd instrument provides funding f
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. ACapacity buildingo i reatd
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.

2 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, inactve agr eement s and superficial
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

han

i ssues can arise. What happens when one partne

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 di fferences
makes for successful cultural interaction that helps sustain partnerships over time.
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The Czech and Slovak Republics:
A Cross-Cultural Comparison
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bUnicorn College, Prague, Czech republic
Flexi Learn, Bratislava, Slovak Republic

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.

1 INTRODUCTION

The Czech and Slovak Republics share a | ong c
with many mixed families. To many, cul tural C
ignored, if not negated. Up to 200, OO®r IS ovy@ kG
Czech are |l ocated in the country of their Eas
work together in |l ocal and international compa
single market. Therefore, whleaet waesekne dt haebiorut c utlh
Czechs and Slovaks sincerely do not see any.

How to compare what wused to be the same? It is
Cze®@hand &l bhhak used to be one for such eapl,ong
or only on the fringes of cultures? A thorougt
aut hor s, no academic article devoted exclusiywv
covering the Czech and Slovak Repiuthrhe cisatheavgc
communi st perioGafséafakd T&BBel |, dBad8yeFyl &I
studies have been conducted about their distin

mo

anal ysi s, st sourcesspvesegnt! ove, twb ool tsim
OQur purpose in this arti«lue tiug atlo sapmli e st,hed 4t @
to analyze two countries that shared a | ong hi
20 years ago. We sesbubhturdli sptrayts$s hof the two c
possible sources of misunderstanding.
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2BACKGROUND | NBAG@RMATI

The c¢close partnership between the Slovak and t
HungaEmpiwheen t hey f dalhgehtsaagpaifroets, t he Austri ar
of ficial marriage twast obeccrl a1 @8 owhe2n8 t he Cze
established. From then on, the Slovaks dnhde Cz
Czechosdovaks

On silanuar yt hle99@Bzech and the Slovi@lkes vef foilddival Icy
term refers WVetl vernl yoathe cthhésaw t he country esc

control, but also to the warm at mospher e htihat

the ol der generation stildl argues about this
wel come this opportuni thayb rtdoll de alsainlgyu asgteu dtyr aainndi nw
as both I anguages are very cl ovsiev.i dA abtr oalhle rlheovo
political i fe. This apparent proximity is sti
and the CzeabBCzephdhdbawaki af there are now two
At the diplomavia&k kedelt hetCeae8h governments s
and delegations regularly visit each other to
NATO and since 2004 members of the European U
pol i ticcoanlc elrinnieng economi cal or international re
Pol and and Hungary, they form the Visegr8d gr
countries cooperating in a wide spectrum of fi
Despite this appawbeh astbksednabout their sati s
situation, being two independent countries, p C
and the S| owvia&lsv ent odhiig thii tcsét pr e .v elrheej ns@naol tl Sezrk yc
Sl ovakia i s fipwdgwd eofh mehnses, embassies and adopt
transformed @& heimr ac o/wrutnrgye r br ot bermanofi ndtbhpeliCde
competitive partner. The competition nowdddadyd h
countries aggressively attracting foreign inve
each other (Slovakia is the second export mark
the Czech Republic is al soSltdwvea ksieac oanndd eixtpsor g e
(Observatory of Economic Complexity, 2015)) t
I nvest ment surveys with the Czech republic att
away Slovakia with 396D&Bpi ¢tEUOMRaEamMNg28D5 much i
the Czech and Sl ovak Republics are now two di st
In the |l ast 20 years, have they become two dis

3 METHODOLOGY: ROISEAW L CTURAL MANAGEMEINT | N
| NTERNATI ONAONBELATI

Crosgltural management is an interdisciplinary
other humanities. Originating in ethnology and
|l ast few decadesexbywtadagpttiornd st hod psychol ogy t
corporate and national cultures (Kluckholn, 19
A series of worldwide country surveys have bece
1993, House et al ., 2004) ofefrer ipmgcrtd xead r d hoeorl s
nati onal cultures.

By "national caullttuurae" manrmngesaeatti onrealn sc welt thinroe s,
Much debated among the community (McSweeney, 2
2012), thaisnsunticdayent he most commonly wused to
in behaviours of groups of imegisvi dealpstirel ¢s3gis
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Derived from the wvarious model s and toolusaldev

di mensi ons all ow for t he anal ysis of nati ona
international management This factor analysis
of a given behaviour by members ed wvai tpharan ciud
situbet weren two extremes or axes.

While the models using behavioural dimensions
frequently the same (Dumetz et Al ., 2012) . I n
di meomnssi t o analyse the business behaviours of
Republic. They also sourced-ltomgi expes uletrud di uarsa |
consultants and | ectu—cealtsur Bec mod ealnedh ebbe ctatusssek ie
project neenhsieaséehetbr-onbkt wrfalcrdismensi ons (Du
authors selected, as a framework of the arti«

associated with specific modelnsa.i nThye fdiome rntshieon

model, the GLOBE project, and the Hofstede mod:
model , TMA, TMC and World Value Survey were ex
Tabl €ulLltur al di mensi ons.
Cul tural Dimension Ori gModkl
1 Particularism Vs. Univer|Trompenaar s, 1993
2 Uncertainty Avoidance Hof stede, 1980
3 Di ffuse Vs. Specific Trompenaars, 1993
4 Trust Covey, 2008
5 I ndi vi dualism/ Collectivi|Hofstede, 1980; T
6 Hi erarchy Hof st ededouls®e®80;200
7 Achieved Vs Ascribed Stal|Trompenaars, 1993
8 Masculinity Index /[ Coop|Hof stede, 1980; H
9 Neutr al VvV S. Emoti onal / Trompenaar s, 1993
10 |[Locus of control Rotter, 1966
11 Deductive/lntuitive thinFoster, 2000
12 |Past/ Present time orient|Kluckhol n, 1961
13 |[Short/ Long term orientat|{Hofstede, 1980
14 |Monochronic Vs Polychron|{Hall , 1973

4CULTURAL DI MENSI ONS

Clear |l y, -8lhoev akz ercehl at i oxntsrhii ot liys smpdakoindgy cul t ur
di mensions can be used to suggest fruitful in
bet ween the two nations.

4 . 0Oi mensions |inked to Relationships

Particularismienabeusathemsi ng bet ween agreed
rules to fulfil engagements in a relationship
with the Slovaks displaying slightly more part
condition their business relationships with tr
instance, promotion criteria may value a | ot pl
people and build private contacts might make a
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Yet ,boitth countries success depends greatly on
clear link exists between Particularism and cc
(56 for Czech Republic and 50 for Sl oeakhaRéepan
(2015), hence confirming the proximity of the
and corruption in public affairs.

It is actwually interesting to notice that to
prefer cto wintthertahe i nhabitants of eastern part
haWwhy between Prague and Bratislava. A cultura
Bohemia towards a more particularistioced&rasthe
Ukrainian border, the most tolerant towards ex
Hof st d&deestainty, Amoicdace@t close to Particul
higher inRelpebdmech n Sl ovakia. This di mension
ambigwsousuations are threatening to individual:

preferred and the extent to which uncertainty
of uncertainty and much favour si teudtoiwemrs uthncc ebr
oSl ovaks is displayed in their need to build r
I f thety ¢$omeone, they are willing to take th
everything fepglnas on

Some di fsf apepraeSwe d ihf it bdeiDmd f suisen. A di ffuse cul
bet wee@® puobkblic and private I|ife is not really
circle of your friends, and you i gndbee (Tabmpests
1993). Presented in a simple manner, diffuse ¢
we friends or total strangers to each ot he
or i at ed, s Beddmpgmidlseed al ladd er ego, the Specif
i ated, obhiengvi se call ed

e an observed proximity, it appibeaerigcngt h
ati on i diamg it hret antoede Czechs (BM@rt2ecb®D)perl
ovafwar meedeachadique oafdeirdedgas feel that t he
S . Thus, to establ i sh har mony i n t hei
ication S l e to theiredpamuaaoler molTéeiSpe:
naars (20 , with a score of 80/ 20 whil
direct c cism or even sarcastic humc
counterp

o
=
T ® DO

no 40 "0 Qg

— X SO0 TS ITSTT O

OT Og3 ~—m—w
<®@330®

YOT CSWS >SS
X" 0O oS Qo — T~~~

This attiabde BrRtetmally, bet ween supémidomrecht
communi ciagd itome standard in Slovakia, while the
To sum up, good relations are important irmlbaogtt
imver ygldiafye encounters. Fsonmael viem & v |skoemeu seexftwla i n
compared toRdphwebICizeech

Truss a cubssgr al di mension deals with the amou
individuals (Cbeeywo0?2@88) .arlen wet engaged in a
father and son), or without trust (e.g. a clie
are saved (a handshake will do). When there is
exapn e, security checks in airports). Rankings
belong to the countries with Jlittle spontane
connections, or to have known someoné m.orRed ilgo
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eaGh thtamert hose | iving in coun
usted interact anriect érymevditad
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i kings (Gallup, 2009)
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t a, the Czech should be mod
d amkerd Jd pneord ew tdiiticelr yeirsc hi cal v
be aiming for the stars wit
th Mal aysi a) in the world! Anyone accust
p is absehsee n

werv,e regardless of Hofstede's score, it is ¢
nagers enjoy guestioned power in organizat
mpanies is b hierarchical and | re@laartdod gyn s hi
ompenaars (1 ) . This strong respect for h

0 t
o] d
t h s
rs b

- Cc
o
o -

3
oul
P

z
a
n
d
DI
no

u
t
9

w ST >

0
9

23



S u
co

ch

T nWoo0O30TOW
® >0 ©® O ®M®O

30>
D O O
v oo
O — o

I o
o -

e X

i R o o]
T @ O

E x

bordinates to pass of f any responsibility
ncentr at imak i dhegc iamidompower .

ot her cul turiank edi nteon shioenr ar chy si at théavc ogrr doiunpg
ompenaars (1993), Achieved status cultures
recent successes. Contrariwise, Ascribed c
ar asctiecrsi of the person, such as seniority, g
first ascertainment is that the use of tit
untries. However,
Ascribed today.

g
L
€

|

s would be makbe®eépnbpl t
ed, if ascription was t
untries opened u any national and forei
nagement positions based on theirandt ucdieds
mpetitiveness. The ol der fmeperidamaoad evas lve @a
their communi st background. A new &mhluintgi o
okas reached high positions incdghier@destaraig
ognition.

o

ng toMaldafudti evde(yHof atiede, 1- 9810 ffreedmt e n e C
es have a preference for resolving con
ne
e

—~ 00

countri escarfelriectiss sah dweled imeg rtensadl v e (
again confronted with a statistical
as a feminine country (MAS index 1is
Mascoliene,f wWiOtO8 &H®Dé st 2adeo6). Reason
cannot display such strong differenc
ration vsinchomprertcouonries quite dif
medt dtyi ve, the Slovaks are more asser
o0 be disregarded, a difference exist
ed, the Slovaks displaying aAmoz2®kl=z).
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n analyzi regnodiisopdstagtsi offi cabélydgrmogaothie onuldtdl ree
ntries in terms of assertiveness. I't means
ationships. We ar e uirme st heh apr esoceorcdaa ifgdivwvioeuot <
rason. Facts and figures wild/l be more effec
uting, weeping and the | i ke are neither see
vak Republic.
cce, however, sheds |light on some slight va
plays of emotions between the Czechs and
bers or in the relationships betwemat ahstulpei
working relationships with emotional open
ing relationships are based on sharing po:
e of an official meeting or negotiations.
t he reevemeumo al Czechs, the decision maki
r
h

oST O TTOoO3Z3uwwooa T cCo

n ¢
ried, met hodi cal approach to analyse a pr
e use of emotions.

t er nanlt elrencas ofc eammnde mrmd h owd unau csh bienldiiewie t hey

own |lives. While both countries feel quite ext:

w h

ich means they believe external forces have
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1966) , t he r eplriegieonuse da sapbeocvte woul d suggest t he

externally controlled than the Czechs.
However, the impact of religion is probably gr
namely Dbeing governed by the Comnruinnigstt hriesgi pr
characterised by a strong centralization of al
an external force (the Communist party) deci di !
to fight for a di fff eerceomto mwvacy .a nAd |s ocacsipaelc tlsi foe we
by | eading Communist party members and peopl e
closely connected with their |l ives. obRi siutsseygi
influence is still& dmiempd yt codbaoyt.ed i n peopl e
Anot her aspect dff t éalbh sthweeeeermitnilgd yt wo cul tures h
the Slovaks and Czeclzephbopsh@hakigatihe had eal wa
1: Thuenber of the Czech i nnhialblwihdaine st was Slabvwaks
aroumd!| %ilMaving the seat of all governmental b
Republic} and being in majdornitrnynntt ine r@ae Oh wae
hand, the Slovaks had Iittle chance to raise ufj
any trial to change it.

Many cultures require l ogi cal proa@ecssncamndg i ar

RepresentativéBedictromet hoses are often at odds
il nduocotciuv ¢ ures who need just a@deuwoghbhibonf 0QFmateo

other words, should we first present a project
by shoiwt@g the desired results in the form of ex
Both cultures belong to moderately Deductive
processes and details are essentialsitbd @oNeiuhn
attitude towards emotions.

4 .TRi meel ated cul tur al di mensi ons

Time is a majorc el ttmrealt mdnagemsnt . Among t he t
categorPyastt/Pe eseati Entarieon of both countries
cultural review (Kluckhol n, 1961). Even if a g
be nostalgi é euvferylwbempals), both <count fPireessoeart e
orientedewhscilipast events are of | esser i mpor f
reputation, for instance, is |li-kabpgdto be more
That being said, Sl ov dikrieasoenmatye mtca tuead |tyh eore tmoea el
Indeod a%ls tend to have discontinuefzmamy stbroavdaik
and even do not celebrate historical evenths, w
October (when Czechoslovakia was establ oshalkida,
unli ke in the Czech Republic.

The slight di fferences between the two countr |
political devel dvpenrhevnett. 0 dAlivioerecled &k r Republ i c st
identity, valdies nstsiyimbtoil exsanp hdvhoil ealtlhye Czech
preserved the flag and the anthem of former C
with new national symbols. Also, the Czech Rejg
governmaritiadli ngs of the former Czechoslovakia v
new parliamentary building® TSHww,akwea deulidesay
values from recent economic and politicealsi dgh
anchored in the past.
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Anot her el ement of Ti mehadrst whretlhemrg ctudTthmi rserss teart
reflects the degree to which a coeormuenntteyd emechoaun
such as planning amom. del aying gratificat:i

For instance, one could argue that buying ver s
term orientation. Figures show a residential d
24, 9% for the Czech Republic aBdcBlfRfmdfog 6bao
Hof sBed®eng Term Orientation index of 77 for SI
the gap between the cultures is concer-hedm H
orientated cultures, daspgiotuemt Hoest eade Loa@r itreg
mortgage ratio mentioned is the | owest in Euro
Time is al soMamadllyrsemrdi casver sucsul Rallryecsh r(othailcl , 1
Monochroni c cultures view ti me ime ntaatliiome ao f
polychronics tend to have a holistic understa
over efficiency. T I&i sp uanlcstou ail n ft lyy e nmoenso cdhm @ mi ¢
being on time as a show o agesmdea.t It tthies rc ad
cultbereed otowhuoudd i mkeeiomri entati on. For this a
value punctuality and visitors counting on a
strictness t he Ceznefcohrsc ea ntdi nse toavbal kess .

Based on téhepautit bpece, both countries see the o
Sl ovaks consider the @zaencdh svitcoe bvee rnmsoar!e Foerl a xnesdt
the Czech perception afPothioodeh iwih hi st hdei fCfzieccuhl tw ot
dictionaries fMmeadcodihe ntwemitddeewmev er , the Czech u
i mplies not being in a hurry, not being distur
i fe Yet, ¢tbesiCdechtshemsélves to be more punc:

SRESULTS

The Figure 1 below shows a summary of the 14 ¢
This graphical representation clearly shows tw
However several di mensions mark cl edresdi fferen
- The specific/Diffuse di mensi on
- Individualism/ Collectivism
- Neutral and Emotional display of emotions
- Past/ present orientation
None of those cultural gaps are extreme, confi

a definipeoxiumituy.al
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CZ SK

Universalistic /1 Particularistic

High Uncertainty Avoidance / k Low Uncertainty Avoidance

Specific / Direct Com® \\ Diffuse / Indirect Com®

High Trust >> Low Trust
Individualistic < Collectivistic

Equalitarian Hierarchical
Achieved Ascribed
Cooperative / (Feminine) )) Competitive / (Masculine)

Neutral << Emotional

Internally controlled \\ Externally controlled
Intuitive \| \ Deductive

Past orientated )l ) Present orientated

Short term orientated // Long term orientated
Monochronic / Fixed Polychronic / Fluid
Fi gurSummary of cultural dimensions suryv

6LI MI' TS AND REATOMWMEN D

The rare available statistics for both countri
in this analysis. The authors were confronted
project (which covers 62 countuei &)y vbuyt aheor
Hof stede is available but unreliable. Not only
by the researcher, hence | acking any statistic
Sl ovaki a. It i s wohret hPDhe natnido nMAS ibnodtehx es avail
Hof stede are for Slovak Republic is 100 and or
di splay some differences, such statistical ga|
adds tewihaering.

The authors relied on other sources -Tsurcnhergs wthh
is probably the most reliable data accessibl e.
cultural rankings but it iisc nsootl ipdoistsyi bolfe tthoo svee
proposed answers are mosdolbyseirwvalti o@aswianh @wmhal
further research based on quantitative analys
cultures is suggddsetredetgos ercreadh da fliierenti ati on.

7TCONCLUSI ONS

This -cubssr al study reveals that the Czech ar
common than they have differences. The | ong jo
for it, folhpWwedabyagdofinguistics proximirty.
cul tural project between those two countries
cul tur al gaps. l-odkeedr almanggatrioses experiences
belviee fopisi t e OsTihmei Isairmi | ari ti e Heinmdg tgalfoorreg,eton
di fferences, till they are shockingly exposed
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A detailed analysis of 14 cultural dimensions,
tén di mensions of Particularism, Speci fic and E
themselves have identified those areas before
usef ul academic confirmation to whaitew otuhled Shleo
as more relationships oriented and point out

professional or preirevatetbdeerBtt ovaXiscexpect t he
mor e -drruilveen, task orient athed ramcednomdroemsneutral
While those differences are not considered an

they need to be carefully taken into account w
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Measuring Consumer Acculturation -
Discussion on a Prospective Approach
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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 itis 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.

1 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.

2 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 T 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
consumeoarsldd over 6homogeni zed©é6, or similar
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 t he devel opi ngMayathertresga&lers 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 acculturationbés base 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 researcher s. Howewasr , t

come to be one of the most cited definitions in literature. According to him culture is i it h e

collective programming of the mind which distinguishes the members of one group or category
of people from anothero (Hof st edrehers différi 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

culturebés consumption. Such consumer behavi

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 group

3 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

Clevel and and Larocheds (2007) AGCC nAconsiders |
skills and behaviors that are characteristic of a nascent and deterritorialized global consumer
culturedo (Cleveland and Laroche, 2 0 O0eview gpthe 25 2)
relevant social sciences literatures made them identify seven distinct drivers which lead to

AGCC. These seven distinct drivers were:

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

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

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

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

1 Global/foreign mass media exposure (GMM)

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

1 Self-identification with global consumer culture (IDT)
I n contrast to Cleveland and Larocheébés (2007)
occur , Guptabs (2012, 2013) ACC approachh to
progress of consumer from |l ocal to glcanpaéntsc ul t

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:

1 For behavioral dimension, cultural components used are:

o0 Language preferred

Language actually spoken
Music preference
Movies/TV program preference
Food preference at home
Food preference outside
Attire preference
Reading language preference
Writing language preference

O O0OO0OO0OO0OO0OO0OOo
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0 Behavior with respect to celebration of festivals

1 For attitudinal dimension, cultural components used are:

0 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 How individuals acquire To what extant has progress been
Measures? global consumer culture made from local to global
consumer culture
2 Data Collection Survey-based Survey-based
Approach
3 Items in the Scale 64 13
4 Multiple ltems Measure Yes No
Same Aspect
5 Response Elicited on 7-point Likert scale 5point Likert o
6 Scale Development Literature review + empirical Literature review + empirical
Process analysis analysis
7 Communication Measured (But restricted to usage Measured (In terms of native vs.
Preference of English only) foreign language)
8 Music Preference Measured (But restricted to Measured (In terms of native vs.
English only) foreign music)
9 Movie Preference Measured (But restricted to Measured (In terms of native vs.
English only) foreign movies)
10 TV Program Preference Measured (But restricted to Not Measured
English only)
11 Reading Preference Measured (But restricted to Measured (In terms of native vs.
English only) foreign language)
12 Writing Preference Not Measured Measured (In terms of native vs.
foreign language)
13 Dressing Preference Measured (But restricted to Measured (In terms of native vs.
American way of dressing only) foreign attire)
14 Preference for Foreign Measured Not Measured
Travel
15 Exposure to Foreign Measured Not Measured
Brands and Ads
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16 Cosmopolitanism Measured Not Measured
17 Dietary Preference Measured Measured
18 Emulation of consumer Measured Not Measured
lifestyles in developed
countries
19 Ethnic Identity Not Measured Measured
20 Celebration of Native vs. Not Measured Measured
Foreign Festivals
21 Belief in Native vs. Not Measured Measured
Foreign Values

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 respondentdés survey response as well as

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.

REFERENCES

Adler, Nancy J. (1983), AA Typol ogy of Man a goarnatohlnterrtionad i e s
Business Studies, 14(2), 29-47.

Anderson, Beverlee B. (2012), findian cultural values & economicdev el opment : An expl or
World Journal of Entrepreneurship, Management and Sustainable Development, 8 (2/3), 194-201

Andreasen, Alan R. (1990), fCultural interpenetration: A critical research issue for the 1990s0 , Advance
in Consumer Research, 17, 847-49.

Appadur ai , Disjunctired 2n® differencefi n t he gl obal ciruGldbal Cudtlre: e c o n
Nationalism, Globalization and Modernity, Featherstone, M. (Ed.), Sage, London, 295-319.

Baligh, Helmy H. (1994), fiComponents of Cul ture: Natur e,

Deci sions on t he OrMpaaagemenaS3cience; 408) 142t ur e, 0

Barber, B.R. (1995), Jihad Vs. McWorld, New York: Times Books.

Baughn, Christopher C. and Mark A. Buchanan( 2 001) , A Cul t u rBasinesPHoozons,&Novi oni s
Dec, 5-15.

Berry, J. AbWulturétl %810 )a,s fivar i et nleld Palila(Edd,AqeultardtionoTheodry, i
models and some new findings. Boulder, CO: Westview Press.

Bhugra, Dinesh, Kamaldeep Bhui, Rosemarie Mallett, Manisha Desai, Jayshree Singh, and Julian Leff
(1999), fACultural ldentity and it s IftenatisnalReviee nt s :
of Psychiatry, 11(2/3), 244-49.

Chattaraman, Veena, Sharron J. Lennon, and Nancy A. Rudd (2010), fSocial identity salience: Effects on
identity-basedbrand c hoi ces of Hi sPhswhology & Rasketing) 27 Y, 263 84.

Cleveland, Mark and Michel Loroche ( 2 0 0 €gnsumeii acculturation to the global consumer culture:
Scaledev el opment and r e doaraat of Business Reseaicly 600249-59.

, Michel Laroche, and Nicolas Papadopoulos (2009), fCosmopolitanism, consumer

ethnocentrism and materialism: An eight countrystudy of ant ecedentounahaid o uf
International Marketing, 17(1), 116-46.

Conway Dato-on, Mary ( 2000) , ACul tur al Assimilation and Cons|
I nv e st iJguantl bfdlanagerial Issues, 12(4), 427-45.
Craig, C. Samuel and SuBeyand national wture linplEations2d GuBuyal f

dynamicsf or ¢ o n s u me Internadosat MarketihgtReview, 23(3), 322-42.
, Susan P. Douglas, and Aronte Bennet, (2009), iContextual and cultural factors underlying
Ame r i c a n interaatiana Mabketing Review, 26 (1), 90-109.

Douglas, Susan P. and C. Samuel Craig ( 1997) , AThe changing dynamic
implications for cross-c u |l t ur al Intematienal Jourhabaof Research and Marketing, 14, 379-
95.

Durvasula, Srinivas and Steven Lysonski (2015), fiCross-national applicability of a parsimonious measure
ofacculturat i on t o gl obal PRsywholsgicahReaports, L16(8)L788e760,
Faber, Ronald J., Thomas C. O6 Gui nn, and Ethricity, adculturdMionCand they ( 19
importance of product attr i b u Psgchalogy & Marketing, 4(2), 121-34.
Gentry, James W., Jun Sunkyu, and Patriya Tansuhaj (1995), fiConsumer acculturation process and
cultural conflict: How generalizable is a North American model for marketing globally? 6Jpurnal of
Business Research, 32, 129-39.
Ger, Guliz and Russel W. Belk (1996), fCross-cultu r a | di ffer enc &eurnal of Eaoreomie r i a | |
Psychology, 17, 55-77.
Gupta, Nitin (2012), firhe impact of globalization on consumer acculturation: A study of urban, educated,
mi ddl e c¢ | ass | nAsiaRanific doarnasofi Maeketingtand Logistics, 24(1), 411 58.
(2013), AUnderstanding acculturation of consumer culture in an emerging market: An analysis
of urban, educated, middle-c | as s | ndi a nlint€@mtiosauJouenal ©f0Emerging Markets,
8(1), 24-40.
Hofstede, Geert (1997), Cultures and Organizations: Software of the Mind, McGraw-Hill, New York, NY.

36



Khairullah, Durriya Z. and Zahid Y. Khairullah ( 1 999) , fiRel ationships betwee

toward the Advertisement and Purchase Intention of Asian-Indian Immigrantsd, | nt er nat i ona
of Commerce and Management, 9 (1J), 46-65.
, Frances Gaither Tucker, and Clint B. Tankersley ( 1 996) , fiAccul turati on

Consumer 6s Perceptions of Advert i s elmenatiorsalJoukal St ud )
of Commerce and Management, 6(1J), 81-104.

Kim, Bryan S.K., Donald R. Atkinson, and Peggy H. Yang (1999), fiThe Asian values scale: Development,
factoranalys i s, val i dat i doornahofi @unseting Psgdndlobyi, 46(8)p342-52.

Klein,N.( 1999) , iNo Logo: Takil ngew&orkiPicadorUBMhe brand Bu

Lee, Wei-Na (1993), fAcculturation and advertising communication strategies: A cross cultural study of
Chi nese and PAytwlogy & sarketing, 10(5), 381-97.

Levitt, Theodore ( 1DBMa)r,k efiheshixKingdy Quartarly,iSamaneri 2620.

Lysonski, Steven, Srinivas Durvasula, and A.D. Madhavi (2012), fEvidence of a secular trend in attitudes
towards the macro marketing environment in India: Pre and post economic | i b er alJouznalt i o n @
of Consumer Marketing, 29(7), 5321 44.

Nijssen, Edwin J. and Susan P. Douglas (2011), fiConsumer world-mindedness and attitudes toward

product positioning in advertising: An examination of global versusfor ei gn versus | ocal
Journal of International Marketing, 19(3), 113-33.

Pettys, Gregory L. and Pallassana R. Balagopal ( 1 99 8) , AMul ti generational Co
An Indo-American Experience6, Fami |l i es in Society: The Journal

79(4), 410-23.

Redfield, R., Linton, R. and Herskovits, M.J. (1936), iMemorandum on t he st udy of ac
American Anthropologist, 38(2), 149-52.

Steenkamp, Jan Benedict E.M. (2001), fiThe role of national cultureinint er nat i onal mar ket
International Marketing Review, 18(1), 30-44.

Schuh, Arnold (2007), fBrand strategies of western MNCs as drivers of globalization in Central and
East er n Euopeampleunal of Marketing, 41(3/4), 2747 91.

Trimble, J.E . (2003), filntroducti on: Soci al Change and A
Pamela Balls, and Mar 2 n, Ge r aAcallturatior2 Advahges in Theory, Measurement, and
Applied Research, 1st Ed, Washington, DC: American Psychological Association.

Ventakesh, Alladi ( 1 995) , AEt hnoconsumeri sm: A New P-auttusad i g m
Consumer Behavior, o in J. A. Mukeingana&ultGulturaB\&aridy SAGE ( e d <
Publications, 26-67.

Witkowski, TerrenceH. (2005), #AAnti gl obal Challenges to Mar k.
the | deol ogloumal bf Public Paliay eand Marketing, 24(1), 7-23.

Yaprak, Attila (2008), fCulture study in international marketing: A critical review and suggestions for future
r e s e alnterfmational Marketing Review, 25(2), 215-29.

37



Perception of Offensive Advertising:
Cross-Cultural Peculiarities

Anastasii Klimin, Dmitrii Tikhonov

Peter The Great Saint-Petersburg Polytechnic University, Russian Federation

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) Itis 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
cofdienee i s sel e canaydisadsewmlgublications, hlthough 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 fbffensivea 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 Al SDA communi cat i onforetBehcansumptiorcodtheegsodsb 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 positiveads, because offensive ads fAshowiero
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 lzard 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
| was surprised Surprise
It was interesting for me Interest
It's disgusting. | feel natural revulsion Disgust
| was ashamed. It's a public disgrace - to show this ad Shame
| was really angry. | 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

Short name (content)

Brand . Offensiveness
of advertising
Axe Angels Religion
Skittles fSkittlesp o x 0 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 Sexism
on the floor
. Mockery of young
McDonald's Bun - chest 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 respondents6 categories we
- 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).
Cronbachdés alpha was used as an estimate of th
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 HO 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. HO 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 3.14 399 4.00 4.35 3.00 4.19 3.03 3.78 3.30
Attitude after 3.17 338 3.27 3.89 2.88 3.88 206 3.37 2.65
t-value 053 7.76 742 5.59 1.20 3.72 9.51 492 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 witht he @ Bun
chesto (McDonald's) should not be shown at all
view of public acceptability. Mockery of old age and drug promotion as appeals has differences

in chosen media by respondents6 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 respondent s 0-cukkumlt amdy socia-demsograplics e d
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 betweenr e s p o n daeegoties (p-level values)

~ 2
T > [ = I
g5 5 2% ey S0
g9 L T s3s53% =0
o I5) n o0 %023 29
20 T L9 5385 £ £
= i Sowuw o<
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). Itis 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 McDonal ddés.

(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 McDonal ds 6 s ( s hla the first avo gases )
respondents allowed to show such ads (for brand Sysley just some categories of
respondents), but the ad of the brand McDol
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 i 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.

1 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 Council 6s didketices sfild duneo2013 allewgd 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 thidaflwbrido f t
trade flows (European Commission, 2014). As of 2013, the EU is the largest trading partner of

the U. S. whose trade of 0502.9 billion with t|
62.97 trillion. The U.&.pasthkhe mbst hemBUrwhaote
billion with the U.S. accounts for 14. 2% of EU

The EU and the U.S. are the | argest host and s
At the end of 2012, the U.S. wasthebi ggest host of EU outward FDI
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 01,536 billion o
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) . I't is predicted to boost the EUO8s ec
billion, and the rest of the economy by 0100
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 forecastedtogrowbyan e xt r a
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 Il provides a short description of
the CGE model and the data used in this study. Section Ill 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.

on
b i

[e
[ERN

2 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 | aureates, Paul Samlt
which is rooted in Tableau ®conomique of Fran-
politique pure of Leon Walras (1874). A CGE model can be defined as a system of non-linear

49



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 study?.

I Regimn] .umseh old

Cobb-Douglas
I Priv 1te househo][l I I Go‘elnment I -

Cu_Eosne goods I_ ntermediate goods I
- ret?1 reg2 - regn
Imports I 1 Damestic goods I | Exports
T
regl  reg2--regn | Domestic production |

Domestic

I Value-added I @

| Skilled 1ab. || Unskilled lab. || Capital | | Land | Natural @

resources

regl reg2--regn

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 commaodity 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 base? 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.

3 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 scenario?, it was assumed that the EU and the U.S. cut their tariffs on all imports
from each other by 100%.

2Koreads dataset of GTAP version 9 data base was contributed
3 A description of baseline scenarios is skipped due to a limited number of pages for this paper.
41In 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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4 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 diversion®. 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 exports®, total imports” 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. ltaly, 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, 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.

8§ 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 ltaly 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 BeDnLuNI 0.013 221.6
12 FinSwe 0.005 39.6
13 EspPrt 0.015 248.8
14 CyGrMICr 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: Authorsdé calcul ation

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 bgzgge
1 Austria 242 234 8
2 Germany 4,955 5,379 -424
3 ltaly 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 BeDnLuNI 1,996 2,075 -80
12 FinSwe 478 410 67
13 EspPrt 1,271 998 272
14 CyGrMICr 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: Authorsé6 calcul ation

Tables 5, 6 and 7° 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 I'taly. Austriads expor

° 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, r eltaly réise byi $14e3l millionb u t £
Austriabds exports to the U.S. increas-<nenbgrs $713
of the TTIP except EFTA rise slightly. Finally
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, Austriads exports t
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, Austriads output of aut
equipment (OthTrnskEq) falls, whiletheU.S.out put of them rises. Austr.i
machinery and other manufactured goods increases, while the U.S. output of them declines.
Austriads out put of processed food (ProcFood
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 Auitria Gerriany Itgly FraAr'me Ulilrl Hun%ary Cé:;h SIO\?akia SIO\?enia
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 -43  -6146  -475.6 -71.0 -141.3 -38.7 -18.9
3 ltaly -126.2 -931.1 0.0 -5824  -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 -253  -3182  -3645 -12.2 -18.7 -3.8 -3.2
6 Hungary -11.2 -193.9 10.7 -11.0 -8.4 0.0 -10.4 -1.7 -3.1
7 CzechRep -1.7 -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 BeDnLuNI 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 -45 -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 CyGrMICr -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 55 27.0 72.0 -59.4 -2.2 -6.8 -5.0 -5.4 -2.1
20 BRICS -0.2 -319.6 1535 -1189  -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 2157 49549 2,7347 11,3957 3,905.9 -15.9 24.5 -18.9 27.7

Source: Authorsdé calcul ation
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Tabl e 6 [mpactftTOlIE Qn Bilateral Trade (US$ million)

Region 10 11 . 12 13 14 15 16 17 18
Poland BeDnLuNl FinSwe EspPrt CyGrMICr EstLvaltu BgrRou USA 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 ltaly -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 21
7 CzechRep -13.3 -23.6 -4.1 -4.6 0.0 -2.6 2.6 358.7 54
8 Slovakia -6.9 -8.4 -2.0 -1.9 0.1 -0.6 15 149.6 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 BeDnLuNI -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 CyGrMICr -7.2 -12.7 -2.7 -5.8 -9.3 -1.4 -1.8 283.9 -2.3
15 EstlLvaltu -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 -11 -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
ZRSSouEaSASia -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: Authorsd calculation
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Table 7 (contd). Impact of TTIP on Bilateral Trade (US$ million)

DTOT 19 20 21 22 23 24 25 26 27 Total
FSovUnion BRICS JPN KOR RSEAsia RNorthAmer  LatAmer  MiddleEast Africa
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 ltaly -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 20.8 214 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 35 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 BeDnLuNI 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 CyGrMICr -2.3 -2 1 0.7 0.6 4.5 0.7 3.2 19 204.3
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 195 454.2 0 1725 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 -563.5 -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: Authorsd calculation
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Table 8.

Impact of TTIP on Industry Output (% change)

Sector 1 2 3 4 5 6 7 8 9

Austria  Germany Italy France UKIrl Hungary CzechRep Slovakia 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: Authorsdé calculation
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Tabl e 9 [mpaotoftTélE gn.Industry Output (% change)
Sector 10 11 12 13 14 15 16 17 18

Poland  BeDnLuNl  FinSwe  EspPrt CyGrMICr  EstLvaLtu BgrRou USA  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 0.01 051 -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: Authorsdé calculation




Table 10 (contd). Impact of TTIP on Industry Output (% change)

Sector 19 20 21 22 23 24 25 26 27

FSovUnion  BRICS JPN KOR RSEAsia RNAmer LatAmer MiddleEast  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: Authorsdé calculation
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Table 11 shows the impact of the TTIP on the employment of Austria and Germany°. 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: Authorsd 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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5 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 s antykepresenfatives.uAsset rofi fimengbestions wak u s
composed and included into a broader measur eme
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 fine

Table 12. Expectations towards TTIP

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

sector?
Valid Cumulativ
Frequency| Percent | Percent | e Percent
Very beneficial 0% 0% 0,0
Valid 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%
Total 76 100%

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 fglobal players endangering | ocal
of Ahigh regulationd and fAmore competition
di fferentiationodo was noetthreattnng. much percei vec
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Finally, di scussing f or wilhehnmosty bereficial withTrdsgect g r e e
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%).

6% 0%
8%

B Large companies

11%

@ Only certain
industries

m Only certain
countries and
75% states

Figure 3. TTIP is beneficialf or é
Source: Steyr Barometer, 2016

6 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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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 i nst aneby$l4Bmikion.rThird, frade
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. Austriads output of automobil es

expo

and

(OthTrnsEq) falls, while the U.S. output of themrises. Austr i ads out put of el ect
and other manufactured goods increases, whi |l e

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.

1 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 (EQT) 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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2 EXPERIENCE ORIENTED THINKING

Presently, Experience Oriented Thinking is widely undefined in the literature, and refers to an
organisationés ability to shape their own thot
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 t he concepi fperdepeionodo the crea
products and services first becomes t-chap sodb,s etr
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 organisationés ir
identified as one of the strongest reasons for failure in delivering user relevant products or
services. This is closely connected to the feel
(this includes financial resources as well as the manpower and backing through decision
makers) . Looking more deeply i ntlack df elevanceaal se o
innovation projectsodo has been identified as on

makers would not support projects financially or otherwise. This in most cases again derives

from Al ack of wunder st a bydthosegeopd conang ppewith ienavatien g a p s
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 pro
approach and process (if available), identifying potential for installing user perspectives, and
unhinging innovation barriers through ensuringthein c |l usi on o f-g adipesx®.e rT keins ec
ensured by using toolsets which contain a bundle of awareness measures which support the
adoption of Experience Oriented Thinking -in e
sel fpercepti ono, dansthodsdsudh asaethnographicustudias,rparticipatory

studies, User Centered Design, Experience Scouting, Experience Innovation, Technology
Acceptance Models and many other methods) for identifying, understanding and harnessing

fi e x pergamscée, & argbeinghtransferred into the organisation through a cycle of a
collaborative project.

3 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
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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
ofdesi gn thinking, from becoming "masters of
Statements such as Tim Brownds display the
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:

fiResearch on ol der knowledge workers i-
up insights that support the ideation, design, and development of features for a smart
work environment. o0

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

Contextual interviews and observations

Analysis of needs and frictions for deriving insights

Ideation workshops for eliciting potential features

Online survey among experts for evaluating final feature ideas
Early stage prototyping of selected feature ideas

O¢ O¢ O¢ O¢ O¢

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
sidesd needs, preferences and mental model
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 i 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

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 iValsuaesrosscrud t adapt isd
(Daghfous et al, 1999),
fi...an individual 6s inclination to adopt a
values. The advantage of using values to explain innovativeness is that this variable
transcends national, cultural and soci al boundaries. 0

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
productsand ser vi ces, and within a companydds organ
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 ar
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 ret
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.

1 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
shopper s 6 dehoites. Hawavsr, itasingportant 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 i 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 Hofstededs cultural di mension (Hofstede, 2
understanding of how female consumers evaluate, select and consume clothing in different

national contexts.

2 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 fashionabl e ¢ ar npeopensitymapyrchase n oréeats e a
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 adopttingeldgedl atgsesé on fibe earl y s
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). Overa
an important determinant of product purchases for those who live in a highly collectivistic
society (Oyserman et al . 2008; Rahman et al

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
T 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 i
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) i e.g., the
popularity, relevancy and importance of the product cues.

2.3 Fashion Innovativeness i 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 |l eader s are mo
fifcontemporary, 06 Aformal o and #Acolourful o than
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 7 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 (A | dZ8azano, 2009), and fashion (Jordaan and Simpson, 2006).

3 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, Goldsmithand Hof acker 6s (1991) Domain Sp:
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.

4 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;
O 6 &8s, 2001; Palegato and Wall, 1980) have found that young consumers are more likely to
be classified as fifashion | eadersd than are ol
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 26 194

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 21 20.0 0 0.0 37 27.6

partnership

Widowed, divorced 1 1.0 0 0.0 5 3.7

Missing 0 0.0 0 0.0 2 15

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 i Differences among Countries
Interms offashion-i nf or mati on sources, #Afriends, 0 fimagaz
ranked relatively high by the Taiwanese partic
Interneti e-r et ai |l er websiteod wer es. indian pagidparttshaleoranieg t hr
fifriendsd as the most i mportant information so
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) reveal
t he mo st i mportant fashion information sourc
purchases.
Our findings reinforce those of the previous studies. Taiwanese and Indian participants
considered Aifriendsd to be the most -purchasert an:
informati on, and those in the Canadian sampl e
source. Not e however, that I ndian participants ran

source of influence, in contrast to respondents from the Taiwanese and Canadian samples i
both of whi ch ranked Aparentsodo as t he sslhleast
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)
poi nt ed adians are d&nGrey 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. 0
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Table 3. Major fashion information source

Taiwan (N=187) India (N=198) Canada (N=172)
Fashion Information Mean S.D. Mean S.D. Mean S.D.
Source [Ranking] [Ranking] [Ranking]
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 i e-retailer 3.50 [8] 1.128 3.65 [6] 1.020 3.69 [2] 1.133
websites
Internet i 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, over al

attribute for clothing evaluation. AComforto

Taiwanese and Indian participants, and ranked fourth by Canadian participants. Interestingly,

W

both fibrand named and fAcount r yelydrsignificant fpdgtonsdor we r e

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 S.D. Mean S.D. Mean S.D.
[Ranking] [Ranking] [Ranking]
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)

5 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 consumersdé perceptions and

not form the basis for generalizations; thus, more replicated studies are needed to
strengt hen valitditg and aetiabilitys Future research may expand to include
consumer s o interactivity and engagement
affective responses of e-retailing websites, and cross-cultural examination of global social
networking, advertising and e-retailing strategies.
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Managing Your Customer Centric Initiatives

Sanjay Kumar Rawat

Employee Connect, India

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 meetcustomers 6 pr i or i t i
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 pr ogr amé s
initiatives; Fifth how do you review and manage your Api pel i 9 kastly, bdw do wep r ov e
measure progress periodically both at the program and activity level?

1 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 | ooking at customerdéds | ifetime value an
world high time value. However to reduce it fr
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-Mar t 6ay fonto China, Monsantods initial
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-c ent ri ¢ organi zati on. T ai | echanging
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

stru

sol

Executives may wunderestimate how much a str at

alignment . A companyds culture can begin
decisiond something you actually stand for, a decision then expressed in the clearest, and

wi tt

ideally fewest, words. Find a central operating principle. Think of the Ritz-Ca r | We are f
Ladies and Gentlemen serving Ladi@needsdfti®ent |

pati ent c Mayceclinic pronmsotes udusually 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 natio n a | culture have an
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 influenceor gani zati onsé activities and
I n this <case, the influence of nati onal C
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 1 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 hasd and their leaders collectively supportd a 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 Promot er Scores and market share growt |
understands and passionately executes the stra

223Have an -inoatsudlkook

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 customer 6 s poi nt o
Becoming customer-centric means looking at an enterprise through the lens of the customer
and his ecosystem rather than the producer or
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| ove their product, but itds the user who

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. Al n turbulent ti mes,
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-Rw€owth, and ear

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 challengingd particularly
for companies that serve a large, demographically varied customer base, spanning geographic
markets. Putting users at the center of the product universe i 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 customersd needs, promptly
product s. It is constantly evolving. But one a

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 billi pay network for their customers. Another way for banks might be to tie up with

88



numerous nimble noni banking 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 oni 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 employeesd key performance
targets for oni boarding existing and new customers to digital channels.

2.4 Monitor and manage your IifTpst,poalk upnamd o f
iterate

2.4.1 Understand the needs and the cost to serve

One of the characteristics of a mature Cust 0me
small and well-focused initiatives delivering ongoing improvements to customer touch points
and delivery <channel s. ltds initiated by wunde
needs. Tailoring solutions and testing out the prototypes from the u s e viewvpoint. Modifying
wherever necessary.

Consider a list of some of the activities that banks dod data entry, filling ATMs with cash,
maintaining selfi service machines, delivering documents, maintaining servers, helping
employees with basic computerirelated 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 ini house 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 framewaork 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 i s a h efechsedhnitiativepdeliverihgiongeny o f
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 u s e vieswpoint. Modifying wherever necessary.

242Switch from an fAinnovation &unnel oo to an @i

Anot her | ogical consequence of aiming high and
to support too many launches. This should encourage them to abandon the standard
fiinnovation funnel d approach of generating and
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

stored then 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 manufacturersd i f it can tailor its products
Super Ace small-chassis truck, for instance, will need more torque, a larger load box, and a

roomier cabind and, of course, heated mirrors. Tata is weighing other elements of the business

model as welld which brands to emphasize, whether to use company-owned service centers,

and how to offer more vehicle financing.

Exhibit-2 details the concept.

25 Map the connections and interplay bet we
initiatives
2.5.1 Customer Journey Mapping

The principle is to remember that O6journey ma
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 wil! help paint a clearer and more unbi a:
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

mo st visibly, it uses a customerdés past purct
purchases o f similar customer s, t o tailor recomme
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 8 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 handi offs. 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-c hange (see Figure 4). Ever
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-angl e vi ew. I n case of banndieverg-oriented i ns
mar keting, they have developed a holistic and
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 loyaltyd and can destroy unless they are
managed effectively. Analysis and decisions concerning such factors as offers, sales
incentives, pricing, service deliveryd all dimensions of the customer experienced should

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 measu
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 arei on 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 authorityi within 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
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