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Abstract (Summary) 

As the business world becomes more globalized, global market segmentation (GMS) has emerged as an important issue in developing, positioning, and selling products across national boundaries. Global market segmentation can be defined as the process of identifying specific segments - country groups or individual consumer groups across countries - of potential customers with homogeneous attributes who are likely to exhibit similar buying behavior. The study of GMS is interesting and important for three reasons. First of all, considering the world as a market, different products are in different stages of the product life cycle at any given time. Second, with the advent of the Internet, product information is disseminated very rapidly and in unequal proportions across different countries. Third, the goal of GMS is to break down the world market for a product or a service into different groups of countries/consumers that differ in their response to the firm's marketing mix program.
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	[Headnote]

	Before implementing a global market segmentation strategy its critrical to undetstand both local and global issues. 


	


"I am a citizen, not of Athens or Greece, but of the world." 

Today we live in a global marketplace that makes Socrates' famous words more valid than ever before. As you read this article, you may be sitting on a chair from Paris, wearing a shirt made in Britain, and using a computer, without which you are handicapped, that probably was made in Taiwan. Have you ever wondered why and how this happens? 

Global marketing refers to marketing activities of companies that emphasize four activities: (1 ) cost efficiencies resulting from reduced duplication of efforts; (2) opportunities to transfer products, brands, and ideas across subsidiaries in different countries; (3) emergence of global customers, such as global teenagers or the global elite; and (4) better links between national marketing infrastructures, which paves the way for a global marketing infrastructure that results in better management and reduced costs. 

As the business world becomes more globalized, global market segmentation (GMS) has emerged as an important issue in developing, positioning, and selling products across national boundaries. Consider the global segment based on demographics, global teenagers. The sharing of universal needs and desires for branded, entertaining, trendy, and image-oriented products makes it possible to reach the global teen segment with a unified marketing program. For example, Reebok used a global advertisement campaign to launch its Instapump line of sneakers in the United States, Germany, Japan, and 137 other countries worldwide. 

WHAT IS GMS? 

Global market segmentation can be defined as the process of identifying specific segments-- country groups or individual consumer groups across countries-of potential customers with homogeneous attributes who are likely to exhibit similar buying behavior. 

The study of GMS is interesting and important for three reasons. First of all, considering the world as a market, different products are in different stages of the product life cycle at any given time. Researchers can segment the market based on this information, but the membership of the countries in each segment is fleeting. This makes it difficult to re-evaluate and update the membership of each segment. 

Second, with the advent of the Internet, product information is disseminated very rapidly and in unequal proportions across different countries. The dynamic nature of this environment warrants a continuous examination of the stability of the segment membership. Third, the goal of GMS is to break down the world market for a product or a service into different groups of countries/consumers that differ in their response to the firm's marketing mix program. That way, the firm can tailor its marketing mix to each individual segment. 

Targeted segments in GMS should possess some of the following properties: 

Measurability. The segments should be easy to define and measure. Objective country traits such as socioeconomic variables (e.g., per capita income) can easily be gauged, but the size of the segments based on culture or lifestyles is much harder to measure. Thus, a larger scale survey may be required for segmenting global markets depending upon the basis of GMS. 

Size. Segments should be large enough to be worth going after. Britain and Hong Kong can be grouped together in the same segment, because of previous British supremacy in Hong Kong, but their population sizes differ. 

Accessibility. The segments should be easy to reach via the media. Because of its sheer size, China seems to be attractive market. However, because of its largely rural population, it has less access to technology. 

Actionability. Effective marketing programs (the four Ps) should be easy to develop. If segments do not respond differently to the firm's marketing mix, there is no need to segment the markets. Certain legal issues need to be considered before implementing an advertisement campaign. For example, many countries, such as India, do not allow direct slandering of the competitor's products. 

Competitive Intensity. The segments should not be preempted by the firm's competition. In fact, in global marketing, small companies often prefer entry of less competitive markets and use this as one of the segmentation criteria when assessing international markets. 

Growth Potential. A high return on investment should be attainable. Typically, marketers face a trade-off between competitive intensity and growth potential. Currently, Latin American markets have good growth potential, but the instability of local currencies causes major problems. 

Companies typically employ the followisix-step process for implementing GMS: 

* Identify purpose (by introducing a new or existing product and choosing a propriate marketing mix programs in groups of countries) 

* Select segmentation critera (tradition vs. emerging) 

* Reevealuate the fit of the segment after implementation of the intended program 

* Update/reassign segment membership 

An interesting aspect of the GMS process is the need to constantly reevaluate segment membership. The process of assigning membership to countries into a segment could be done using traditional procedures, or by evaluating the countries by using emerging techniques. 

TRADITIONAL SEGMENTATION BASES 

The choice of the segmentation basis is the most crucial factor in an international segmentation study. That a segmentation approach is essential in international markets is no longer questioned. Rather, the basis for segmentation becomes the focus. For example, for its Lexus brand, Toyota would segment the market based upon household income. On the other hand, if Marlboro were planning to introduce a new brand of cigarettes, it would segment the market based on population. 

individual- and country-based segmentation includes the following categories: 

Demographics. This includes measurable characteristics of population such as age, gender, income, education, and occupation. A number of global demographic trends, such as changing roles of women, and higher incomes and living standards, are driving the emergence of global segments. Sony, Reebok, Nike, Swatch, and Benetton are some firms that cater to the needs of global teenagers. 

Culture. This covers a broad range of factors such as religion, education, and language, which are easy to measure, and aesthetic preferences of the society that are much harder to comprehend. Hofstede's classification scheme proposes five cultural dimensions for classifying countries: Individualism vs. Collectivism, Power Distance (PD), Uncertainty Avoidance (UA), Masculinity vs. Femininity, and Strategic Orientation (long-term vs. short-term). For example, Austria, Germany, Switzerland, Italy, Great Britain, and Ireland form one cluster that is medium-high On Individualism and high on Masculinity. These cultural characteristics signify the preference for "high performance" products and a "successful achiever" theme in advertising. 

Geography. This is based upon the world region, economic stage of development, nation, city, city size and population density, climate, altitude, and sometimes, even the ZIP code. It is easy to form country segments using regional blocks such as NAFTA, European Union, MERCOSUR, or Asia-Pacific. However, the value of such segments may vary depending on the need. These groupings are viable for developing trade policies, but not for marketing products/services given tremendous variation in other factors. 

Environment. GMS is further complicated by different political, legal, and business environments in each country. Economic indicators such as Gross Domestic Product (GDP) may be used. However, it may not be relevant to refer to country segments based on this criterion because a country can move from one level of GDP to another, making this criterion obsolete. 

Behavior-based segmentation includes three categories, which are shown in Exhibit 1. 

EMERGING SEGMENTATION BAsEs 

Countries also can be segmented by means of product diffusion patterns and response elasticities. Some countries are fast adopters of the product, whereas some countries require a lag period to adopt the product. With this in mind, a firm could introduce its products in countries that are innovators (fast adopters) and later in those countries that are imitators (lag countries). 

Rather than using macro-level variables to classify countries, a firm might consider segmenting markets on the basis of new-product diffusion patterns. As Exhibit 2 indicates, country segments formed on the basis of diffusion patterns may differ by product. 

This type of segmentation allows the global marketer to segment countries on the basis of actual purchase patterns. Having knowledge of purchase patterns can help marketers make mode-- of-entry decisions and help determine the sequence of countries in which the product should be introduced. 

Consumers in lag countries can learn about the benefits of the product from the experience of adopters in the lead country, and this learning can result in a faster diffusion rate in the lag markets. Thus, countries can be grouped according to the degree of learning they exhibit for a given lead country. Lag countries that exhibit strong learning ties are potential candidates for sequential entry (using a waterfall strategy). Entry into countries that exhibit weak learning effect can be accelerated since there is not much to gain by waiting. Here, a sprinkler strategy (simultaneous entry into the relevant markets) would work well. 

If a firm wants to introduce its innovation into a new country, it must be aware that the diffusion rate depends upon the kind of innovation. The diffusion pattern of a continuous innovation (one that has a majority of features in common with earlier products plus some new features that improve performance or add value) is very different from a discontinuous innovation (which is new or drastically different from earlier forms in several relevant features or attributes). 

In the case of continuous innovations, such as home computers, the introduction of a successive generation will influence not only its diffusion but also the diffusion of the earlier generations. In such cases, diffusion will occur more quickly since consumers have some related knowledge. Hence, when a new generation of the product is introduced in the lead market while the lag markets are still adopting the existing (older) generation, information on the added benefits of the new generation travels faster from the lead market to potential adopters in the lag markets. The users in the lag markets will be familiar with the innovation and can easily absorb the benefits of the next generation. 

Another interesting way to group countries is according to their response elasticities. Consumers across countries respond in different ways when the price of the product changes. Grocerystore scanner systems store a wealth of information that can then be used to find customer buying patterns. If the data shows the customers are price sensitive toward a particular product, couponing strategies can help target that segment, where legal. 

IMPLEMENTING GMS 

It is important to consider some of the conceptual and methodological issues so GMS can fulfill its high potential. Exhibit 3 gives a brief description of the four critical types of equivalencies that should be taken into account when implementing GMS. 

Construct equivalence refers to whether the segmentation basis has the same meaning and is expressed similarly in different countries and cultures. Different countries under study must have the same perception or use for the product being researched. otherwise, comparison of data becomes meaningless. If, for example, a firm is studying the bicycle market, it must realize that, in the United States, bicycles are classified under the recreational-sports industry, whereas in India and China they are considered a basic means of transportation. 

	EXHIBIT 1 

	EXHIBIT 2 


	


Similar activities also may have different functions in different countries. For example, for many U.S. families, grocery shopping is a chore to be accomplished as efficiently as possible. However, in India and many other countries interaction with vendors and local shopkeepers plays a very important social function. 

Construct equivalence is easier to establish for the general bases, such as geographic variables. However, for bases such as values and lifestyles, construct equivalence is much harder to achieve. VALS-2 identifies eight segments based on two main dimensions: self-orientation and resources. Another VALS system was developed for Japan, presumably because the U.S.-- based VALS-2 system was not appropriate for that country. Instead it identifies 10 segments based on two key dimensions: life orientation and attitudes toward social change. 

Scalar equivalence means that scores from different countries should have the same meaning and interpretation. The first aspect used to determine scalar equivalence concerns the specific scale or scoring procedure used to establish the measure. The standard format of scales used in survey research differs across countries. For example, in the United States a 5- or 7-- point scale is most common. However, 20-point scales are used in France. 

The second aspect concerns the response to a score obtained in a measure. Here the question arises as to whether a score obtained in one research context has the same meaning and interpretation in another context. For example, on an intention-to-purchase scale, does the proportion of likely buyers indicate a similar likelihood of purchase from one country to another, or does a position on the Likert scale have the same meaning in all cultures? 

Differences in response styles often result in a lack of scalar equivalence. Some of these response styles include "extreme" responding and "social desirability" responding. Research shows Chinese respondents show a "marked degree of agreeability," while Americans show a "marked willingness to dissent." These differences can cause problems in the data-collection process, which can lead to erroneous grouping of countries. 

	EXHIBIT 3 


	


Measurement equivalence refers to whether the measures used to operationalize the segmentation basis are comparable across countries. For example, consider the level of education. The United States uses one educational scale while in Europe the educational system is quite different, and the term "college" is not appropriate. Also, household income is difficult to compare across countries owing to differences in the tax structure and purchasing power. 

Some items of a segmentation basis have measurement equivalence, but the others do not. For example, research shows that in the U.S. consumer innovativeness is expressed both in terms of purchase of new products and in social communication about new products. In France, however, the latter does not apply. Hence, only items pertaining to the person's tendency to purchase new products have measurement equivalence across the two countries. The researcher thus faces the dilemma of either using the same set of items in each country (etic scale) or adapting the set of items to each country (emic-scale). A compromise would be a combined emic-etic scale with some core items common to all countries and some country-specific items. 

Sampling equivalence deals with problems in identifying and operationalizing comparable populations and selecting samples that are simultaneously representative of other populations and comparable across countries. One aspect of sampling equivalence deals with the decision-making process, which varies across countries. For example, in the United States, office supplies are often purchased by the office secretary, whereas this decision is made by a middle-level manager or CEO in some countries. 

It is also important to consider whether the sample is representative of the population. In most developed countries, information on potential markets and sampling frames is easily available. However, in Japan, the most popular residential list for sample studies was made inaccessible to researchers. Developing countries do not have extensive databases and so obtaining the sampling frame to suit the needs of the research could be difficult. 

Equivalence presents a dilemma in the minds of managers. On one end, it would be wise to develop scales specifically for each culture; on the other, responses collected in this manner may not mean the same thing. This issue can be resolved to some extent by using a combination of items in the scale. 

THINK GLOBALLY, ACT LOCALLY 

Used effectively, segmentation allows global marketers to take advantage of the benefits of standardization (such as economies of scale and consistency in positioning) while addressing the needs and expectations of a specific target group. This approach means looking at markets on a global or regional basis, thereby ignoring the political boundaries that define markets in many cases. 

The greatest challenge for the global marketer is the choice of an appropriate base for segmentation. Pitfalls that handicap global marketing programs and contribute to their suboptimal performance include market-related reasons, such as insufficient research and overstandardization, as well as internal reasons, such as inflexibility in planning and implementation. If a product is launched on a broad scale without formally researching regional or local differences, it may fail. 

The successful global marketers will be those who can achieve a balance between the local and the regional/global concerns. Procter and Gamble's Pampers brand suffered a major setback in the 1980s in Japan when customers favored the purchase of diapers of rival brands. The diapers were made and sold according to a formula imposed by Cincinnati headquarters, and Japanese consumers found the company's hard-sell techniques alienating. Globalization by design requires a balance between sensitivity to local needs and global deployment of technologies and concepts. 

GMS offers a solution to the standardization vs. adaptation issue because it creates the conceptual framework for offering standardized products and marketing programs in multiple countries by targeting the same consumer segments in different countries. The formulation of a global strategy by a firm may result in the choice of one particular segment across markets or multiple segments. However, in implementing the marketing mix for maximum effect, the principle "Think globally, act locally" becomes a critical rule for guiding marketing efforts. 
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	[Sidebar]

	EXECUTIVE SUMMARY 


	


	[Sidebar]

	The primary purpose of this article is to shed more light on the more complex challenges of global market segmentation (GMS). To provide a complete understanding, we discuss some of the well-known issues in segmenting foreign markets and move on to state the various properties of global target markets. We conclude that companies can implement GMS most effectively by first gaining a full understanding of both local and global concerns. 
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